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    June 2, 2016 
 
    Pennsylvania Department of Environmental Protection 
    Rachel Carson State Office Building 
    400 Market St. 
    Harrisburg PA  17101 
 
RE:  Proposed GP-5A 
 
Dear Secretary McDonnell; 
 
 I am corresponding with the Department regarding the proposed General Permit GP-5A for 
natural gas extraction.  The following comments are an updated version of correspondence submitted to 
the AQTAC Board in December 2016. 
 
 Briefly, my credentials are within the realm of public policy development and economics, where I 
consult in matters of public policy and public communications.  I have authored analytical and opinion 
works and have advanced degrees in public policy from the University of Southern California (Ph.D. in 
Public Policy) and Carnegie Mellon University.  My comments will be confined within those areas of 
expertise. 
 
Public Policy Development 
 
 The final determination of any regulatory matter, whether direct regulation, permitting or a 
market-based trading system is both a scientific and a public policy process.  Achieving a well-specified 
set of goals (or single goal) is dependent on both a complete scientific understanding and well-reasoned 
policy design and implementation.  Failure to account for how a regulatory effort will affect economic or 
social systems can result in unanticipated effects that may limit the ability to achieve stated goals.  It is 
possible that a poorly conceived policy may cause more harm than benefit. 
 
 From the limited information available, I believe it is possible – even likely – that the 
Pennsylvania Department of Environmental Protection’s proposed GP-5A will not only fail to achieve the 
goal of reducing GHG emissions, but that it may well result in an increase in GHG emissions.  Such an 
outcome would be in direct opposition to the state-mandated mission of DEP to protect the environment 
and promote public health. 
 
Determining the Public Policy Goal 
 
 With respect to GP-5A, DEP has stated that public policy goal is the reduction of methane 
emissions.  However, this goal has not been articulated appropriately.  Specifically, DEP has not 
examined such emissions holistically.  Instead, DEP has only examined hydrocarbons producers – and 
only unconventional producers within that segment. 
 
 Furthermore, DEP has not has engaged in systematic discussions, i.e. a process of structured 
engagement that ensures an accurate representation of the relevant stakeholders.  Instead, DEP has 
apparently engaged in an “invitation-only” process for the development of the permit prior to its 
publication and an ad hoc process during the commenting period.  By keeping secret the meetings, dates 
and the identities of the participants, it is impossible to determine whether the information gathered by 
DEP is from a representative sample of stakeholders.  Given the potential significant ramifications for 
such a major change in the regulatory structure, the lack of structured, systematic engagement itself 
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contradicts best practices in developing effective public policy and detracts from the democratic 
legitimacy of DEP. 
 
 If DEP’s primary goal is to reduce methane emissions, such a goal should be definitively 
established, along with quantification of benefits.  In 2016, the Environmental Protection Agency recently 
completed its own exhaustive process regarding methane emissions and promulgated a Final Rule, 
effective August 2, 2016 (81 FR 35873; Document #2016-11971).  EPA engaged in its own structured 
engagement process involving multiple meetings with stakeholders and non-federal jurisdictions, 
development and publication of several white papers regarding technical issues and solicitation of public 
comment and expert review.  The Final Rule received 7,076 comments and the Proposed Rule (September 
18, 2015; 80 FR 56593) received 948,107 comments. 
 
 Such active engagement by EPA with all interests, including the regulated community is in direct 
contrast to DEP which did not proceed with systematic public engagement with a proven representative 
cross-section of the public and regulated community, produced no policy papers, and whose Technical 
Support Document references a limited number of studies from private sources. 
 
Reduction of Methane Emissions as a Global Challenge 
 
 In its Regulatory Impact Analysis (EPA-452/R-15-002, August 2015), EPA analyzed the impact 
of reducing methane and VOC emissions for the hydrocarbons industry.  The RIA referenced methane as 
a GHG which “endanger[s] both the public health and the public welfare of current and future 
generations.” (p. 1-1).  The RIA states, “Air quality and pollution control regulations address “negative 
externalities” whereby the market does not internalize the full opportunity cost of production borne by 
society as public goods such as air quality are unpriced.” (p. 1-2) 
 
 Such negative externalities can be addressed via a variety of public policy efforts which include 
direct regulation, standards and the construction of credit-trading markets.  The latter policy has proven 
highly effective and efficient in addressing the problem of acid rain by reducing the emissions of NOx and 
SOx. 
 
 With respect to methane emissions, the challenge is very different from that of reducing 
emissions associated with acid rain or other localized effects.  The EPA’s regulatory and cost-benefit 
analyses are focused solely on the climate change effects of methane and VOC emissions (VOCs oxidize 
into CO2, cited as a GHG).  The reason for this decision is that EPA declined to declare negative localized 
effects.  In its response to commenter statements that methane emissions posed no harm as methane is 
naturally occurring, non-toxic and its only harm is flammability in high concentrations, EPA only cited 
methane and VOC emissions’ GHG effects as a reason for regulation (Final Rule, p. 35877).  
Furthermore, while EPA stated that methane emissions to tropospheric ozone were a potential cost which 
it could not quantify, this resultant phenomenon is background ozone – i.e. non-localized.  EPA was 
unable to quantify localized effects of methane and VOC emissions, nor positive effects from lower 
emissions to local populations.  As such, EPA (correctly) declined to include any such putative effects in 
its analyses. 
 
 Thus, according to EPA, the only quantifiable effects from methane and VOC emissions are as 
part of the declared harm of global GHG emissions.  Such emissions do not respect local, state or national 
boundaries.  A given unit of methane emissions produced in Pennsylvania has the exact same effect as a 
unit of emissions from Ohio, West Virginia or from foreign sources such as Saudi Arabia, Qatar or 
Russia.   
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Therefore, appropriate analysis of the effectiveness of any methane emissions control regulatory 
regime must answer one question:  Will a given methane emissions control regulatory regime result in a 
net reduction of emissions on a global basis?  If a given regulatory regime simply results in the transfer of 
extraction from high-regulation locations to low-regulation locations, then such a policy would merely 
export emissions for no public benefit.  If extraction were to be transferred to no-regulation environments, 
then a high regulation regime would result in increased emissions and thus would be harmful public 
policy. 
 
Potential of GP-5A to Increase GHG Emissions 
 
 In order to achieve a net reduction in methane emissions, the proposed GP-5A must not cause a 
transfer of extraction and production activities from Pennsylvania to other jurisdictions with less 
regulation or no regulation.  Therefore, DEP must include the state of the global natural gas industry as 
part of its analysis.  Placing Pennsylvania extractors in a disadvantageous position would at best result in 
no public benefit or, at worst, negative consequences as net emissions increase.  The only tangible 
achievement of poor public policy is in public relations. 
 
 The fact is that Pennsylvania producers are in an unfavorable position within the global natural 
gas market.  Any increase in costs or regulatory burden is likely to result in reduced activity with a 
commensurate increase in other jurisdictions. 
 
Pennsylvania and Domestic Production Is Part of a Global Market 
 
 For most of its history, the domestic natural gas industry has been insulated from the global 
market.  Transporting natural gas requires either pipelines or conversion into liquid form (LNG).  Until 
recently, American natural gas was only consumed domestically, with (until recently) minor exportation 
to Mexico and Canada.  However, the expansion of domestic supply and production as well as significant 
increases in world demand has led to the development of LNG export facilities. 
 
 In May 2016, the first domestic export facility opened at Sabine Pass, LA.  This facility is 
undergoing significant expansion, while a second terminal (Cove Point, MD) is due to come online in 
2017.  Terminals at Cameron LA, Freeport TX and Corpus Christi TX are under construction for 
completion in 2018.  Furthermore, the completion of the Panama Canal expansion has reduced shipment 
times to South American destinations by 50-80%.  Additionally, although export to Mexico and Canada 
has been traditionally small, such exports have increase every year since 1999 (except 2007) and 
increased 18% from 2014 to 2015 to 1.784 trillion cubic feet (Source:  Energy Information 
Administration (EIA)). 
 
 Not only is domestic production part of the global market, such integration is increasing, not 
decreasing. 
 
Domestic and International Natural Gas Production Is Increasing 
 
 If supply were constrained, then a reduction of production in one geographic region could result 
in a net reduction of emissions.  However, this is most certainly not the case.  In fact, natural gas 
production is rising both domestically and globally.  According to the most recently available information 
from the International Energy Agency (IEA), global production in 2015 reached a record high, increasing 
1.6% over 2014.  In particular, production increased 8.1% in Norway, 7.7% in China, 5.5% in both 
Pakistan and the United States and 5.4% in Australia. 
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 Demand has been increasing and is expected to continue to increase.  World demand rose 1.4% 
from 2014 to 2015 and is projected to increase at a rate of 1.7% per year through 2040, according to EIA 
(International Energy Outlook 2016, May 11, 2016). 
 
 Furthermore, there is no indication that proven reserves are in decline.  According to the most 
recent data from EIA (November 23, 2015), proven natural gas reserves in the United States increased by 
34.8 trillion cubic feet to 388.8 trillion cubic feet from December 31, 2013 to December 31, 2014.  
Proven reserves have risen consistently since 1998, when proven reserves were less than 200 trillion cubic 
feet.  Just last month, the United States Geological Survey announced that 16 trillion cubic feet of natural 
gas (dry) and 1.6 billion barrels of natural gas liquids were newly estimated in the Wolfcamp shale 
portion of the Permian Basin in Texas (November 15, 2016). 
 
Pennsylvania Production Is Facing Significant Competition 
 
 It would be an error by DEP to assume that natural gas production in Pennsylvania will increase 
or not decrease regardless of regulatory action.  The fact is that natural gas produced in Pennsylvania sells 
at a significant discount to gas sourced from other states.  The Dominion South Hub price for natural gas 
(Marcellus-Utica Basin price) has been consistently lower that the national Henry Hub price throughout 
2016 and into 2017, with the discount as high as 50%.   
 
 Production in basins outside the Marcellus-Utica Basin is also increasing.  According to The Wall 
Street Journal (May 30, 2017), the Permian Basin in Texas/New Mexico is expected to increase natural 
gas production by 5.5 billion cubic feet per day by 2020 and such production can be maintained at prices 
as low as $1.50/mcf.  The Haynesville Basin is also experiencing a significant increase in activity 
(Bloomberg News, May 16, 2017).  The USGS provided new estimates of the reserves available in the 
Haynesville and Bossier Basins of 304 trillion cubic feet of natural gas (April 13, 2017). 
 
 Given the fact that natural gas produced in other jurisdictions is able to be sold at much higher 
prices and that domestic and international supply is increasing, increases in the cost of production for 
Pennsylvania producers is highly likely to result in reduced activity.  Such activity will not result in a net 
reduction in world production, as supply from other jurisdictions, both domestic and foreign, is more than 
adequate to satisfy increasing demand.  The net result will be reduced investment, jobs and tax 
revenue, but NO reduction in net natural gas production nor in methane emissions. 
 
Importance of Robust Cost-Benefit Analysis 
 
 Due to the borderless nature of GHG emissions, establishing effective public policy is much more 
complicated than regulating negative environmental externalities with highly localized effects.  As such, 
the use of robust cost-benefit analysis is critical to produce appropriate and efficacious public policy.  All 
public agencies (and private enterprises) are constrained by limited resources and thus experience real 
limits on their policy and investment agendas – even if the policy agenda is not limited by law.  As a 
result, all public agencies whose goal is to maximize their contributions to the public welfare should 
engage in robust cost-benefit analysis before moving forward with any regulatory initiative. 
 

The fundamental question for DEP should be how to develop the most effective policies to reduce 
GHG emissions, or specifically methane emissions. 
 

The fact of the matter is that the hydrocarbons industry has been highly effective in reducing 
methane emissions.  According the EPA, methane emissions from all sources in the United States are 
down 6% between 1990 to 2014 and within that reduction, agricultural sources increased emissions while 
the hydrocarbons industry reduced emissions.   This emissions reduction occurred while natural gas 
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production increased from 18,593,792 million cubic feet to 27,497,754 million cubic feet for an increase 
of 47.8%. 
 
 Furthermore, according to EIA carbon dioxide emissions are down 12% since 2005, while US 
GDP has increased 15% for a net reduction per unit of GDP of 23%.  The reduction is primarily due to a 
shift in the electric power sector toward natural gas (Source:  Energy Information Administration).  
Actions by DEP which would reduce the production of natural gas would thus impede further progress in 
reducing GHG emissions. 
  
Conclusions 
 
 If a General Permit increases costs and risks associated with natural gas extraction, whether via 
higher direct expenses and/or delays in awarding permits, the result is likely to be a transfer of extraction 
from Pennsylvania to other jurisdictions, and thus no net reduction in methane emissions.  Furthermore, 
there exists a significant risk that production will relocate to foreign jurisdictions which may lack any 
credible regulatory regime for controlling emissions.  Note that three (3) of the top five (5) natural gas 
producing nations are authoritarian or semi-authoritarian states (Russia, Qatar and Iran) where reliable 
information and the rule of law are suspect. 
 
 If DEP is truly intent on reducing methane and VOC emissions, it should seek to develop a 
regulatory framework that would encourage production in Pennsylvania and displace production from 
potentially low-regulation and high emission jurisdictions. 
 
 Thank you. 
 
     Sincerely,  

      

     Keith Naughton, Ph.D. 
       

 


