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Who makes energy policy?

1.White House

2.Congress

3.Judicial System

4.Media
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Congressional Energy Policy

Congressional Policy is Always Based 
on  Two Overarching Principles:

1)Do Nothing for a Long Time

2) Then Over-react As Quickly As 

Possible

Source: IPAMS
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Record Energy Prices - Driving Both 
Policy And Politics

ÁEnergy prices are now top concern replacing 

other issues such as health care, Iraq, housing 

and others

ÁMembers are seeing price impacts resonating 

throughout their districts

ÁOil and gas industry is now at a tremendous 

risk of Congressional over-reaction to energy 

prices

Source: IPAMS
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Congressional Energy Bills

ÁThis year there were 244 separate energy-

related bills introduced in this Congress

ÁVirtually none will have a chance of passage 

this Congress

ÁMajor initiatives have been laid aside for time 

being

ÁSome minor legislative initiatives may make 

their way into an Omnibus appropriations bill

Source: IPAMS
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An example:
ÁConsumer-First Energy Act

ÁS 3044 (Boxer)

ÁEliminates oil company tax deductions including Sec 

199  Manufacturing tax credit

ÁCreates windfall profits tax

ÁProvisions on price gouging, market speculation

ÁStops shipments to SPR

ÁOutlaws OPEC

ÁFailed on to get cloture 51-43 (Senator Reid voting 

no)

Source: IPAMS
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Outlook for Climate Change Next 
Congress

ÁUnder current trends - substantial Democratic gains 
in House and Senate

ÁPresidential race trending Democratic with both 
candidates signaling support for climate change 
legislation

ÁNew Congress will be more likely to embrace an 
aggressive cap-and-trade bill

Á75% chance of passage of climate change legislation 
next year 

ÁEstimated cost? $1-$6 trillion

Source: IPAMS
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Part I:

Oil ïThe Politics
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In real estate, itôs location, location, location.

If you want to understand natural gas, thinké

OIL, OIL and OIL

ÅThe world production for oil is approximately 85 million BOPD.

ÅConsumption is 84 million BOPD

ÅIf a South Korean growth model is applied to future demand in 

China and India, the world could be short 9 to 12 million BOPD 

within 12 years.
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Growing Oil Demand

Incremental Supply of 15 Million BOPD needed by 2012

Source: GMT Exploration Company
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National Oil Companies Control Supply

Source: GMT Exploration Company
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Federal Moratorium

15
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Part II:

Coal ïThe Politics
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Coal On Trial

Å31 proposed coal-fired electric generation 

plants were cancelled in 2007

ÅThatôs $45.3 Billion in U.S. coal-fired 

plants

ÅHow will we replace that supply?

ÅRenewables/wind/solar?
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Coal ïCurrent Status

The breakdown of new coal-fired plants status 

and capacity:

- Currently under construction: 24 (capacity 

15,506 MW)

- Near construction: 8 (capacity 4,565 MW)

- Permitted: 13 (capacity 23,240 MW)

- Announced: 76 (capacity 48,440 MW)
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Coal Conclusion

Å5 major banks (including CitiGroup, J.P. Morgan 

Chase and Morgan Stanley) have developed 

ñprincipalsò for investing in coal-fired plants

ÅThey are concerned about the risk of future 

emission limits

ÅUncertainty will stall new coal plant construction

ÅAre we facing a natural gas price explosion?
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Coal Conclusion

ÅUncertainty related to coal-fired emissions

ÅSupreme Court decision on CO2 emissions

ÅWhat was once considered a fringe opinion, is 

now a central cultural document.

ÅNext administration may impose a carbon tax

ÅSuch a ñcarbon taxò would cause a ñgas price 

explosionò according to Peabody Energyôs CEO 

Gregory Boyce 
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Part III:

Natural Gas ïThe Politics
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Natural Gas Volumes:  

A Perspective

Å1 MCF is the volume of gas required to fill a 10ôx10ôx10ô room

Å 1 MCF = 1 Dekatherm, 1 Dekatherm = 10 Therms

Å 84 MCF is the volume of gas the avg. US home uses per year

Å 1 BCF is the avg. volume of gas a Piceance Basin well will 

produce over its lifetime (In heat content, 1 BCF is equal to the 

amount of wood found in a swath of natural forest 800 feet wide 

by 120 miles long.)

Å 1.8 BCF/Day is the peak-day demand behind XCEL Energy

Å 3 BCF is the volume of gas contained in 1 LNG Tanker, which is 

enough to heat approximately 35,000 homes for one year.
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Å7 BCF is the avg. daily amt. of natural gas 

consumed in California

Å11 TCF is the amount of Reserves found in the 

Jonah Field, located in southwest Wyoming

Å500 TCF is the total reserve estimate for the 

worldôs largest gas field, located in Iran

Å656 TCF of technically recoverable reserves 

under federal lands are covered by drilling bans

Natural Gas Volumes:  

A Perspective (contôd)
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What 656 TCF Means

ÅRoughly equal to 218,040 LNG 

Tankers (at 3Bcf per tanker)

ÅLost federal and state royalty revenue 

equals $1.1 trillion

(Assuming a $10/Mcf price and 1/6th royalty 

paid to the federal and state governments.)
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A Penny Difference

At current North American production levels, an

increaseof $0.01 per MMBtu in natural gas

pricesnationwideis worth$657million a year.¹

=

¹Daily, Matt. Power Marketing Association Online, ñPhony U.S. gas trades fan fears of huge lawsuits.ò (February 3, 2003). 
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ÅLast year ï50% of the natural gas 

consumed in the US came from wells 

drilled in the prior 40 months

Å2 years ago ï50% of the natural gas 

consumed in the US came from wells 

drilled in the prior 48 months
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Gas Resources on Federal Lands

ñOf the remaining 975 trillion cubic feet (Tcf) 

of natural gas likely to be found in the U.S., 

an estimated 59 percent is expected to be 

found on federal lands.ò

Access to Natural Gas Supplies--A Key to Meet Demand: American Petroleum Institute, 

Factsheet, July 2003.
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Supply Growth Tilts West and South
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US Population Distribution 2000


