The Secretary of Energy
Washington, D.C. 20585

May 5, 2011

MEMORANDUM FOR WILLIAM J. PERRY
CHAIRMAN
SECRETARY OF ENERGY ADVISORY BOARD

FROM: STEVEN CHU @W {'Ay_,

SUBJECT: Charge to Secretary of Energy Advisory Board Natural Gas
Subcommittee to Examine Fracking Issues

On March 30, 2011, President Obama announced a plan for U.S. energy security, in which he
instructed me to work with other agencies, the natural gas industry, states, and environmental
experts to improve the safety of shale gas development. The President also issued the Blueprint
for a Secure Energy Future (“Energy Blueprint”), which included the following charge:

“Setting the Bar for Safety and Responsibility: To provide recommendations from a
range of independent experts, the Secretary of Energy, in consultation with the EPA
Administrator and Secretary of Interior, should task the Secretary of Energy Advisory
Board (SEAB) with establishing a subcommittee to examine fracking issues. The
subcommittee will be supported by DOE, EPA and DOI, and its membership will extend
beyond SEAB members to include leaders from industry, the environmental community,
and states. The subcommittee will work to identify, within 90 days, any immediate steps
that can be taken to improve the safety and environmental performance of fracking and to
develop, within six months, consensus recommended advice to the agencies on practices
for shale extraction to ensure the protection of public health and the environment.”
Energy Blueprint (page 13).

The President has charged us with a complex and urgent responsibility. [ have asked SEAB and
the Natural Gas Subcommittee, specifically, to begin work on this assignment immediately and
to give it the highest priority.

This memorandum defines the task before the Subcommittee and the process to be used.

Membership:

In January of 2011, the SEAB created a Natural Gas Subcommittee to evaluate what role natural
gas might play in the clean energy economy of the future. Members of the Subcommittee
include John Deutch (chair), Susan Tierney, and Dan Yergin. Following consultation with the
Environmental Protection Agency and the Department of the Interior, I have appointed the
following additional members to the Subcommittee: Stephen Holditch, Fred Krupp, Kathleen
McGinty, and Mark Zoback.
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The varied backgrounds of these members satisfy the President’s charge to include individuals
with industry, environmental community, and state expertise. To facilitate an expeditious start,
the Subcommittee will consist of this small group, but additional members may be added as
appropriate.

Consultation with other Agencies:

The President has instructed DOE to work in consultation with EPA and DOI, and has instructed
all three agencies to provide support and expertise to the Subcommittee. Both agencies have
independent regulatory authority over certain aspects of natural gas production, and considerable
expertise that can inform the Subcommittee’s work.
o The Secretary and Department staff will manage an interagency working group to be
available to consult and provide information upon request of the Subcommittee.
¢ The Subcommittee will ensure that opportunities are available for EPA and DOI to
present information to the Subcommittee.
¢ The Subcommittee should identify and request any resources or expertise that lies within
the agencies that is needed to support its work.
¢ The Subcommittee’s work should at all times remain independent and based on sound
science and other expertise held from members of the Subcommittee.
o The Subcommittee’s deliberations will involve only the members of the Subcommittee.
¢ The Subcommittee will present its final report/recommendations to the full SEAB
Committee.

Public input:

In arriving at its recommendations, the Subcommittee will seek timely expert and other advice
from industry, state and federal regulators, environmental groups, and other stakeholders.
¢ To assist the Subcommittee, DOE’s Office of Fossil Energy will create a website to
describe the initiative and to solicit public input on the subject.
e The Subcommittee will meet with representatives from state and federal regulatory
agencies to receive expert information on subjects as the Subcommittee deems necessary.
¢ The Subcommittee or the DOE (in conjunction with the other agencies) may hold one or
more public meetings when appropriate to gather input on the subject.

Scope of work of the Subcommittee:

The Subcommittee will provide the SEAB with recommendations as to actions that can be taken
to improve the safety and environmental performance of shale gas extraction processes, and
other steps to ensure protection of public health and safety, on topics such as:

s well design, siting, construction, and completion;

= controls for field scale development;

* operational approaches related to drilling and hydraulic fracturing;

= risk management approaches;

» well sealing and closure;

= surface operations;

* waste water reuse and disposal, water quality impacts, and storm water runoff;



» protocols for transparent public disclosure of hydraulic fracturing chemicals and other
information of interest to local communities;

* optimum environmentally sound composition of hydraulic fracturing chemicals, reduced
water consumption, reduced waste generation, and lower greenhouse gas emissions;

" emergency management and response systems;

= metrics for performance assessment; and

* mechanisms to assess performance relating to safety, public health and the environment.

The Subcommittee should identify, at a high level, the best practices and additional steps that
could enhance companies’ safety and environmental performance with respect to a variety of
aspects of natural gas extraction. Such steps may include, but not be limited to principles to
assure best practices by the industry, including companies’ adherence to these best practices.
Additionally, the Subcommittee may identify high-priority research and technological issues to
support prudent shale gas development.

Delivery of Recommendations and Advice:

e Within 90 days of its first meeting, the Subcommittee will report to SEAB on the
“immediate steps that can be taken to improve the safety and environmental performance
of fracking.”

e Within 180 days of its first meeting, the Subcommittee will report to SEAB “consensus
recommended advice to the agencies on practices for shale extraction to ensure the
protection of public health and the environment.”

e At each stage, the Subcommittee will report its findings to the full Committee and the
SEAB will review the findings.

o The Secretary will consult with the Administrator of EPA and the Secretary of the
Interior, regarding the recommendations from SEAB.

Other:

e The Department will provide staff support to the Subcommittee for the purposes of
meeting the requirements of the Subcommittee charge. The Department will also engage
the services of other agency Federal employees or contractors to provide staff services to
the Subcommittee, as it may request.

¢ DOE has identified $700k from the Office of Fossil Energy to fund this effort, which will
support relevant studies or assessments, report writing, and other costs related to the
Subcommittee’s process.

¢ The Subcommittee will avoid activity that creates or gives the impression of giving
undue influence or financial advantage or disadvantage for particular companies involved
in shale gas exploration and development.

e The President’s request specifically recognizes the unique technical expertise and
scientific role of the Department and the SEAB. As an agency not engaged in regulating
this activity, DOE is expected to provide a sound, highly credible evaluation of the best
practices and best ideas for employing these practices safely that can be made available to
companies and relevant regulators for appropriate action. Our task does not include
making decisions about regulatory policy.



