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Well, the issue was a transportation 

issue. It wasn’t an oilspill or a produc-
tion accident. It was a transportation 
accident. 

I said: If you stop our production, we 
are going to be more dependent upon 
other countries for our ability to run 
this machine called America. They are 
going to have more transportation and 
a greater possibility of transportation 
accidents. That is what we are faced 
with now. 

Clearly, I appreciate the two state-
ments that were made by President 
Obama’s old director of the EPA that 
the endangerment finding is based on 
the science that we now know is false 
science. By the way, even though it is 
not the end of the world that the Mur-
kowski resolution failed, four key law-
suits are filed challenging the law on 
which they are basing this 
endangerment finding. 

Even if we were to pass any of the 
cap-and-trade bills, it would not reduce 
worldwide emissions any. It would only 
affect the United States. I argue it 
would increase CO2 emissions because 
as we lose jobs in the United States 
with cap and trade and force a lot of 
our manufacturers to other countries— 
they would go to countries such as 
China, India, and Mexico where they 
don’t even have strong emissions 
standards. 

With that, let’s not politicize this 
any more. If they want to bring up cap 
and trade, let’s do it, and we can defeat 
it like we have done over the past 10 
years. 

I yield the floor and suggest the ab-
sence of a quorum. 

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll. 

The assistant legislative clerk pro-
ceeded to call the roll. 

Mr. INHOFE. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

f 

OIL AND GAS PRODUCTION 

Mr. INHOFE. Mr. President, there 
doesn’t seem to be anybody else here, 
so I will make one comment about 
amendments coming up that are close-
ly related to the subject we just dis-
cussed. It is Sanders amendment No. 
4318. I knew this would happen—that 
the bill would be used to pass another 
agenda. Sure enough, that is what is 
happening. 

The Sanders amendment is aimed at 
stopping oil production altogether. It 
does three things: It repeals expensing 
for tangible drilling costs, it repeals 
percentage depletion for marginal oil 
and gas wells, and it repeals the manu-
facturing deduction for oil and gas pro-
duction. 

I predicted the spill in the Gulf of 
Mexico would be used as an oppor-

tunity to shut down domestic oil and 
gas wells owned and operated by inde-
pendent oil and gas producers through-
out the country. That is what is hap-
pening with this amendment. 

Repealing expensing of intangible 
drilling costs eliminates the ability to 
expense intangible drilling and devel-
opment costs, called IDC, which would 
force at least a 25- to 30-percent reduc-
tion in drilling budgets, leading to lost 
jobs, lost production, and higher prices 
for consumers. We have not talked 
much about higher prices to the con-
sumers. 

With cap and trade—if they were suc-
cessful in that—we would feel that in a 
matter of weeks. Despite the rhetoric, 
IDC expensing is firmly grounded in 
sound accounting practices and prin-
ciples, and it has been in the Tax Code 
since 1913. IDC expensing is similar to 
expensing by other companies for tech-
nology, wages, and fuels which other 
industries expense for operations. So 
they are singling out the oil and gas in-
dustry, just willfully, to stop them and 
put them out of business. 

Likewise, since 1926, small producers 
and millions of royalty owners have 
had the option to utilize percentage de-
pletion to both simplify and account 
for the decline in the value of minerals 
produced from a property. It is com-
plicated, but percentage depletion rec-
ognizes that oil and gas reservoirs are 
depleted by production, so it is the 
amount which small producers can ex-
pense to reinvest in production. Per-
centage depletion is particularly im-
portant for the production of America’s 
over 600,000 low-volume marginal wells. 

I am particularly interested in this 
because in my State of Oklahoma we 
have mostly marginal well production. 
Marginal wells produce less than 15 
barrels a day. It is a smaller type of 
production. The average marginal well 
produces barely two barrels a day—we 
have been talking about millions of 
barrels in the gulf—yet, cumulatively, 
they account for nearly 28 percent of 
domestic production in the lower 48 
States. 

Since every on-shore natural gas and 
oil well eventually declines into mar-
ginal production, the economic lifespan 
and corresponding production of nearly 
all natural gas and oil wells would be 
reduced through the elimination of per-
centage depletion. 

Finally, Congress has already frozen 
the manufacturers’ tax deduction spe-
cifically for only oil and natural gas 
companies less than 2 years ago. All 
other domestic manufacturing can de-
duct income at a higher rate than oil 
and gas companies. Repealing the en-
tire reduction for oil and gas compa-
nies is only targeting oil and gas pro-
duction, and it shows what the motiva-
tion is. 

We have to remember a couple of 
very important points when we seek to 
target certain industries for tax treat-

ment. First, oil and gas companies em-
ploy Americans and fund our commu-
nities. Oil and gas companies employ 
over 9 million people in the United 
States. Approximately 3 million land 
and mineral owners from coast to coast 
are the beneficiaries of monthly checks 
from the royalties produced on their 
properties. Many of these individuals 
are small property owners—very 
small—and some are just small family 
farms. In fact, just today the National 
Association of Royalty Owners ranked 
this as its No. 1 concern on its Web 
site. That was today. 

They say the Sanders amendment is 
their No. 1 target. These are not rich 
people. They are small farm owners 
and landowners. States annually col-
lect billions of dollars in oil and gas ex-
cise and severance taxes that furnish 
critical funding for roads, schools, and 
law enforcement. By punishing Amer-
ica’s oil and gas industry, this amend-
ment only puts unemployment and 
State and local funding in peril. 

Secondly, punishing our oil and gas 
industry only makes us more depend-
ent on foreign sources of energy. After 
President Jimmy Carter imposed a 
windfall profit tax on the oil and gas 
industry in 1980, the nonpartisan Con-
gressional Research Service later de-
termined that its results were hugely 
counterproductive, saying: 

The windfall profit tax reduced domestic 
oil production between 3 and 6 percent, and 
increased oil imports from between 8 and 16 
percent. . . . This made the U.S. more de-
pendent upon imported oil. 

America’s natural gas and oil compa-
nies are already paying taxes at the 
highest rates. Figures from the Energy 
Information Agency indicate that 
America’s major oil producers already 
pay, on average, more than a 40-per-
cent income tax rate. 

The EIA also reported in December of 
2009 that, on average, 53 percent of the 
net incomes of oil and gas companies 
are paid in taxes compared to 32 per-
cent from others in the manufacturing 
sector. 

Now is not the time to group the en-
tire oil and gas industry together for 
punishment. Punishing the entire in-
dustry in the sledge hammer approach 
this amendment uses only increases 
the cost of energy for all Americans, 
and it makes us more dependent upon 
foreign countries to run this machine 
called America, as I often say. 

People say they don’t want oil, gas, 
coal, or nuclear. Well, in the final anal-
ysis, how do you run the country with-
out it? You can’t. If we retard in any 
way the ability to produce oil and gas, 
it will make us more dependent upon 
foreign countries for us to drive this 
machine called America. 

With that, I yield the floor. 
The ACTING PRESIDENT pro tem-

pore. The majority leader is recog-
nized. 

Mr. REID. Mr. President, would the 
Chair be kind enough to have the bill 
reported. 
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CONCLUSION OF MORNING 

BUSINESS 

The ACTING PRESIDENT pro tem-
pore. Morning business is closed. 

f 

AMERICAN JOBS AND CLOSING 
TAX LOOPHOLES ACT OF 2010 

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the 
Senate will resume consideration of 
the House message to accompany H.R. 
4213, which the clerk will report. 

The assistant legislative clerk read 
as follows: 

Motion to concur in the House amendment 
to the Senate amendment to H.R. 4213, an 
act to amend the Internal Revenue Code of 
1986 to extend certain expiring provisions, 
and for other purposes. 

Pending: 
Baucus motion to concur in the amend-

ment of the House to the amendment of the 
Senate to the bill, with Baucus amendment 
No. 4301 (to the amendment of the House to 
the amendment of the Senate to the bill), in 
the nature of a substitute. 

Franken amendment No. 4311 (to amend-
ment No. 4301), to establish the Office of the 
Homeowner Advocate for purposes of ad-
dressing problems with the Home Affordable 
Modification Program. 

Sanders amendment No. 4318 (to amend-
ment No. 4301), to amend the Internal Rev-
enue Code of 1986 to eliminate big oil and gas 
company tax loopholes, and to use the re-
sulting increase in revenues to reduce the 
deficit and to invest in energy efficiency and 
conservation. 

Vitter amendment No. 4312 (to amendment 
No. 4301), to ensure that any new revenues to 
the Oil Spill Liability Trust Fund will be 
used for the purposes of the fund and not 
used as a budget gimmick to offset deficit 
spending. 

AMENDMENT NO. 4344 TO AMENDMENT NO. 4301 

Mr. REID. Mr. President, I have an 
amendment at the desk, and I ask 
unanimous consent that the pending 
amendment be set aside. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. The clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from Nevada [Mr. REID] pro-
poses an amendment numbered 4344 to 
Amendment No. 4301. 

Mr. REID. Mr. President, I ask unan-
imous consent that reading of the 
amendment be dispensed with. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

The amendment is as follows: 
(Purpose: To amend the Internal Revenue 

Code of 1986 to extend the time for closing 
on a principal residence eligible for the 
first-time homebuyer credit) 

At the end of part I of subtitle B of title II, 
insert the following: 
SEC. —. FIRST-TIME HOMEBUYER CREDIT. 

(a) IN GENERAL.—Paragraph (2) of section 
36(h) is amended by striking ‘‘paragraph (1) 
shall be applied by substituting ‘July 1, 
2010’ ’’ and inserting ‘‘and who purchases 
such residence before October 1, 2010, para-

graph (1) shall be applied by substituting 
‘October 1, 2010’ ’’. 

(b) CONFORMING AMENDMENT.—Subpara-
graph (B) of section 36(h)(3) is amended by 
inserting ‘‘and for ‘October 1, 2010’ ’’ after 
‘‘for ‘July 1, 2010’ ’’. 

(c) EFFECTIVE DATE.—The amendments 
made by subsections (a) and (b) shall apply 
to residences purchased after June 30, 2010. 

(d) OFFSET.— 
(1) DISALLOWANCE OF DEDUCTION FOR PUNI-

TIVE DAMAGES.— 
(A) IN GENERAL.—Section 162(g) (relating to 

treble damage payments under the antitrust 
laws) is amended— 

(i) by redesignating paragraphs (1) and (2) 
as subparagraphs (A) and (B), respectively, 

(ii) by striking ‘‘If’’ and inserting: 
‘‘(1) TREBLE DAMAGES.—If’’, and 
(iii) by adding at the end the following new 

paragraph: 
‘‘(2) PUNITIVE DAMAGES.—No deduction 

shall be allowed under this chapter for any 
amount paid or incurred for punitive dam-
ages in connection with any judgment in, or 
settlement of, any action. This paragraph 
shall not apply to punitive damages de-
scribed in section 104(c).’’. 

(B) CONFORMING AMENDMENT.—The heading 
for section 162(g) is amended by inserting 
‘‘OR PUNITIVE DAMAGES’’ after ‘‘LAWS’’. 

(2) INCLUSION IN INCOME OF PUNITIVE DAM-
AGES PAID BY INSURER OR OTHERWISE.— 

(A) IN GENERAL.—Part II of subchapter B of 
chapter 1 (relating to items specifically in-
cluded in gross income) is amended by add-
ing at the end the following new section: 
‘‘SEC. 91. PUNITIVE DAMAGES COMPENSATED BY 

INSURANCE OR OTHERWISE. 
‘‘Gross income shall include any amount 

paid to or on behalf of a taxpayer as insur-
ance or otherwise by reason of the taxpayer’s 
liability (or agreement) to pay punitive dam-
ages.’’. 

(B) REPORTING REQUIREMENTS.—Section 
6041 (relating to information at source) is 
amended by adding at the end the following 
new subsection: 

‘‘(h) SECTION TO APPLY TO PUNITIVE DAM-
AGES COMPENSATION.—This section shall 
apply to payments by a person to or on be-
half of another person as insurance or other-
wise by reason of the other person’s liability 
(or agreement) to pay punitive damages.’’. 

(C) CONFORMING AMENDMENT.—The table of 
sections for part II of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing new item: 
‘‘Sec. 91. Punitive damages compensated by 

insurance or otherwise.’’. 
(3) EFFECTIVE DATE.—The amendments 

made by this subsection shall apply to dam-
ages paid or incurred after December 31, 2011. 

Mr. REID. Mr. President, I will talk 
briefly on this amendment. It is an im-
portant amendment. Last year, in No-
vember, we passed the Worker, Home 
Ownership and Business Assistance Act 
containing a number of important pro-
visions to support our economy. 

First of all, let me say the idea for 
this came from the Senator from Geor-
gia, JOHN ISAKSON. 

It is a great idea. He was a business-
man before he came here. This cer-
tainly indicates he must have been a 
good businessman. This credit has been 
so helpful to our economy, not only in 
Nevada but around the country. 

As part of this bill we passed in No-
vember, we expanded and extended the 
home buyer tax credit. We made the 

credit available to more individuals 
and families who purchase a home. 

We also extended the credit through 
April 30 of this year and allowed any-
body who signed a binding contract on 
a home and makes the purchase before 
July 1 to benefit from that credit. 

When this provision became law last 
November, the housing market was 
just beginning to recover. But further 
support was necessary given the impor-
tance of the housing industry to the 
overall economy. 

Now we are beginning to see more 
signs of recovery. Sales have increased 
since January. Median home prices 
have increased since November. Still, 
in States such as Nevada, the housing 
market is struggling. Across the State 
a significant percent of mortgages are 
underwater. That means the amount 
owed on the mortgage is greater than 
the value of the home. 

The home buyer tax credit is helping 
to alleviate some of that pressure. 
Economists estimate that the home 
buyer tax credit increased demand by 
about 1 million buyers. 

The stories I have been told about 
people being able to buy their first 
home are remarkable. Someone who 
worked for me had a girlfriend who 
wanted to buy a home. She was finally 
able to do that. She was so happy. She 
tried eight different times before she 
got one for which she qualified. 

I was doing a tour of one of the ho-
tels, the cafeteria in the Paris Hotel. It 
is actually two large rooms where they 
eat coming off their shifts. I was asked 
by one of the executives taking me 
around to come and talk to this man. 
He was so happy. He had come to this 
country. He was an immigrant. He had 
become a citizen. He was so excited be-
cause his son was able to buy a home 
because of this first-time home buyer 
tax credit. You could not have seen 
anyone happier than this man. He was 
proud of his son being able to buy a 
home. 

This tax credit helps to increase the 
value of homes and, just as important, 
it adds jobs to the housing industry. 
This shows the credit is doing what it 
was designed to do—help stimulate the 
housing market in a tough economic 
climate. 

There are some home buyers who en-
tered into a binding sales contract by 
April 30 of this year expecting to re-
ceive a credit but will be unable to 
close by July 1, 2010, through no fault 
of theirs. There is a huge backlog of 
people wanting to buy these homes. 
They should not be prevented from 
doing this because of the paperwork. 

These home buyers are doing every-
thing they can to close by the deadline, 
but completion of the sale will take 
longer than some originally expected. 
One reason is because of the volume of 
work. The other reason is because some 
of the financial institutions are very 
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