Tompkins County Council of Governments Gas Drilling Task Force
(aka Tompkins Addresses Natural Gas (TANG))
Minutes - May 19, 2011

Attending: Marie McCrae, Sara Hess, Jason Leifer, Carol Chock, Lawrence McCann, Kathy Halton, Don Barber, Herb
Engman, Richard Driscoll, Darby Kiley, Liz Thomas, Martha Robertson, Buzz Levine, Jennifer Tiffany, Joe Wilson

Earthjustice Petition
Earthjustice managing attorney, Deborah Goldberg is circulating a petition asking the EPA for a rulemaking under
the Toxic Substances Control Act that would

e require manufacturers and processors of the chemicals used for oil and gas development to disclose

chemical identities,

e conduct toxicity testing, and

e produce information related to the chemicals' impact on health and the environment.
Members of TANG as well as Tompkins County Director of Environmental Health, Elizabeth Cameron reviewed the
document. TANG voted to add their name to the petition being sent to EPA Administrator Lisa Jackson

Addressing the Press

Carol Chock requested TANG discuss how information should be brought to the press given that the assessment
working group has information that is press-ready. TANG members recognize the need to release findings to the
press but questioned what the vetting process should be. While a thorough review of releases is desirable, given the
limited number of people in TANG, releases will, to some degree, be based on the faith that vetting will be done by
the chair and members of each working group until a better method is determined. Press releases should include the
affiliation with the working group and indicate it is a part of the Tompkins County Council of Government Gas
Drilling Task Force (skip the simpler TANG!).

Marsha Lynch at the County can assist in writing and distributing press releases.

Assessment and Land Values Working Group - Carol Chock

Carol Chock, Bill Crane (Sr. Vice President, Mortgage Operations, CFCU), Greg May (Vice President, Residential
Mortgage Tompkins Trust Company) and several others from the working group travelled to Albany recently to
meeting with top advisers to the governor, chairs or staffs at committees on both Assembly and Senate sides, Republicans
and Democrats. They presented concerns over how communities will be impacted economically, how property values are
changing already and how leasing is affecting the residential lending market in the region. They also met with people at the
DEC, who will investigate some of the issues but who will need guidance from executive and/or legislative branches on
many of our points.

Carol’s notes from the latest Assessment Working Group meeting are below.

Zoning and Land Use Restrictions

TANG members spoke about the various zoning and land use restrictions municipalities are considering to limit
drilling on certain lands. A number of attorneys who have looked into the legal aspects of these restrictions feel that
towns, cities, and villages have a right through Home Rule to restrict land use activities through zoning and local
land use ordinances. The Town of Otego (near Cooperstown) recently amended their zoning to prohibit drilling—
the first town in NY to do so.

Progress:
e  While some attorneys feel a ban on high impact heavy industrial activities will work using a set of specific
definitions for what constitutes heavy industry, others feel a more direct approach of prohibiting gas
drilling in certain zones is simpler and would work under certain existing zoning conditions.

e The Towns of Ithaca, Dryden and Ulysses are working jointly to research possible solutions. However, the
zoning in each town is unique therefore the legislation for each will be tailored to the individual aspects of
the town'’s desires, Comprehensive Plans and current zoning.



e Ithaca expects to hold a hearing on their new zoning legislation in June with the Town Board vote
tentatively expected in July.

e Danby is looking at an aquifer protection ordinance with the objective of creating a zoning overlay
specifically to protect aquifers that are vulnerable to drilling activities.

e Comprehensive Plans (CP) are the foundation for zoning and hold legal weight especially if it can be
demonstrated that there was a high degree of public input. CPs describe the vision and values of the
residents living within the municipality. Even if the CP has not been recently updated, it still serves as the
main guiding document for zoning changes.

e The Town of Enfield initiated work to update its comprehensive plan. Enfield has no zoning therefore
cannot amend zoning code.

e Newfield, Dryden and Danby are working to define Critical Environmental Areas.
e Any zoning or land use ordinances should be in place before the sGEIS is out and permitting begins.

e In Cooperstown (not sure specifically if this is Cooperstown or a town within the Cooperstown area),
existing drilling activity would be grandfathered.

The City of Ithaca and Villages within towns might want to also consider amending their zoning to address drilling in
areas that are unique, in close proximity to residents or schools, or areas where drilling might threaten water or
other environmentally sensitive areas.

Medical Society Position on Drilling

Joe Wilson has been in contact with the Tompkins County Medical Society to find if they have released any further
public statements on hydrofracking. Their original resolution from June 2010 asking for a moratorium on drilling in
the Marcellus Shale is below. Joe is working with Dr. Adam Law who has been active with this issue and has
tentatively agreed to speak with municipalities about the health concerns surrounding hydrofracking. TANG
members feel that either a written statement or oral presentation would be welcome.

Penn State Webinars
Darby participated in yet another of Penn State’s webinars on drilling. To see an archive of recorded webinars: Penn
State Marcellus Center for Outreach and Research http://marcellus.psu.edu/resources/presentations.php

Presenting Drilling Resources to Towns within Tompkins County
Between the outcomes of the working groups and Darby’s research, TANG has concrete information in many areas
to bring to municipalities this fall. Darby asked for input on how these resources should be presented. Advice from
TANG members:
e Describe the problem at the beginning of each section outlining why municipalities should take action.
e Include guidance on how much effort is required for each task, steps, timelines and associated expenses (if
they exist).
e Give examples already in effect in municipalities or use case studies.
e Include sample legislation.
e Present in a non-biased manner.
e Include resources (or links) for residents e.g. a listing of laboratories doing water testing, information on
how and when to test water.
e Put the finished resources on the web.


http://marcellus.psu.edu/resources/presentations.php

e Make it clear that the resource book does not comprehensively cover all aspects of drilling that should
concern municipalities, but solely what our task force and Darby could achieve in the allotted time. The
resources binder can be added to over time.

Mapping

The Mapping Work Group has created a presentation giving scenarios of what the county might look like as drilling
progresses over the land area in time. This visual tool will help public officials make informed decisions about
natural gas drilling. Cornell graduate student, Zack Patton will bring the finalized presentation to the working group
at their next meeting. This product will be presented (likely by Darby) to municipalities in Tompkins County this
summer and fall.

EVENTS

May 26 - 7:00-8:30 Newfield Fire Hall, Main St. Newfield
Dr. Ingraffea - Unconventional Gas Development from Shale Plays: Myths and Realities.

June 03 - 7:00 Newfield Fire Hall, 77 Main St. Newfield

Dr. Jannette Barth, Economist - the Economic Impact of Gas Drilling in the Marcellus Shale: Don't Jump to

Conclusions.
In her talk, Dr. Barth will address questions such as: Is drilling for gas in the Marcellus shale the answer for NY
communities with struggling economies? Will it bring all the economic benefits touted by the gas industry? Are
the benefits worth the risks? Dr. Barth has worked in the fields of economic analysis, econometric modeling, and
forecasting for over 35 years. She is a supporter of sustainable economic development.

June 10 - 7:00 Newfield Fire Hall, 77 Main St. Newfield

Carolyn Knapp and Carol French - Impacts of Gas Drilling on Rural Areas: A Bradford County Perspective.
A presentation by Bradford Country Dairy Farmers Carolyn Knapp and Carol French. How has quality of
life changed in nearby Bradford County, PA, a rural area very similar to our own, since the gas drilling industry
moved in? What has been the balance between positives and negatives? How have local town governments been
involved? Does the gas industry ideal ethically with the people of rural areas? Carol and Carolyn will discuss these
questions and more. These remarkable women bring a much-needed perspective that is highly relevant to our
own region.

July 21-22 Hobart and William Smith Colleges, Geneva, NY

Finger Lakes Environment and Development Conference - Proactive Approaches to Managing Impacts of
Marcellus Shale Development..

https://mail.google.com/mail /?shva=1#inbox/13023933b8ela5c6

June 22 6:30-9:00pm American Legion Hall, 118 S. Jensen Road, Vestal
Government Cover Ups & Collateral Damage from the Gas Industry,
Experts share their personal experiences with the dangers of fracking
Speakers include:
Weston Wilson: Whistleblower; EPA environmental engineer
Tara Meixsell: Colorado author of "Collateral Damage"
Rick Roles: Charismatic cowboy, Colorado, whose ranch was destroyed

June 24, 9am-5pm Binghamton Riverwalk Hotel & Conference Center, 225 Water Street

Home Rule: Preparing for Natural Gas Drilling in the Marcellus Shale Region
This event is for local government officials and those on formal community task forces (registration at the $60
rate). Registration via the Association of Towns' website, both online and mail-in forms as well at tentative
agenda. http://www.nytowns.org/. Save the date flyer:
http://www.nytowns.org/core/contentmanager/uploads/marcellus%20agenda.pdf



http://www.nytowns.org/
http://www.nytowns.org/core/contentmanager/uploads/marcellus%20agenda.pdf

Events in PA http://extension.psu.edu/naturalgas/events

L



NOTES from ASSESSMENT WORKING GROUP - Carol Chock - Chair.
Measurement and Taxation Considerations of Gas Drilling:

Issue: Does New York State have the correct policies in place to ensure public recovery of its investment and to
bring economic benefit to the state? Under current procedures, primary economic benefit will accrue at home
headquarters of companies in states such as Texas/Oklahoma

e  Some estimates show 90% of the value of the well (gas produced) will leave NY State, including 75-85% of the
net income, but NY will be left with 100% of the clean-up costs.

e NY is one of 2 states without a severance tax (also Pennsylvania); this means the state does not monitor the wells
to verify production numbers and this helps companies to avoid other taxes.

e Ad Valorem tax on the gas extracted is collected in NY, but much of shale gas actual value will be gone in the first
year or two because of the steep production decline, making the actual production easier to under-report.

e  Production is self-reported.

e Local assessors do not have authority to deviate from the ORPTS methodology to value producing wells.
Companies self-report their production well after the time of production. The assessment cycle will have passed in
which production could be take into account in property valuation for the year production occurred.

e Sales tax on equipment and supplies like: pipe, fluids, compressors, etc. is charged to the state in which equipment
is bought (not usually in NY). Those supplier companies pay corporate income tax in their own states (Texas,
Oklahoma, etc.)

e  Sale price of the gas can be manipulated by the producers to reduce taxes (such as when, where and at what price
sales take place).

The dollar value of the gas is determined by the state ORPTS office using a complex formula including royalties, operating
expenses, depletion rate, discount rate, sale price, etc. ORPTS needs to look closely at the discount rate and depletion curve
for Marcellus formations as economic issues of extracting gas in shale is very different from conventional extraction in
other formations. (Production curves show decline in 1-2 years, rather than the 5 years assumed in the current formula.)
Recent ORPTS document indicate this is not currently being done. (See April 2011 ORPTS Unit of Production Values)

Land, gas equipment, pipelines, compressors, etc. are taxed as property in NY (different from PA.) The landowner’s
property is not taxed at a higher rate due to industrial or commercial activity on the land. Rather, new “accounts” under the
energy company’s name are added to the tax rolls. For example, Joe Smith’s tax property is 4.1.1, and a company’s (e.g.
Chesapeake) tax account for their drilling rig on Joe Smith’s land is “4.1.1Account.” The company will get a bill for its
own separate taxes. Enforcement powers are not clear: what would happen if they don’t pay their taxes, i.e., could a
municipality foreclose on a compressor station?

++++++++

Economic Development Considerations Of Gas Drilling May 24, 2011

Issue: Environmental concerns are being considered in depth. NYS not yet prepared regarding economic
considerations

Specific Requests:
e Require drilling regulations to meet secondary mortgage market standards, e.g. Fannie, Freddie,
SONYMA and title insurance requirements (as is done or exceeded in many other states)

o Apply setback requirements to ancillary activities, in addition to wells.



Require recording of full lease information by companies, including renewals and memoranda, within 30
days (local assessment offices cannot currently ensure accuracy for valuation)

Update ORPTS formula. Provide independent verification of meters to ensure proper royalty payments,
local property taxes, and state tax. Done on a schedule to capture steep decline curve.

Needs further consideration:

Institute tax structure at state and local levels to provide recovery of public investment and oversight (at
least equivalent to rates paid by others, Current Tompkins local property tax is 12-19%, school is 14-
20%)

Require company business registration in NYS so that income taxes don't all accrue at company
headquarters in Texas

Report Requests:

Provide information about how NYS has considered economic, market, lending, and recovery of public
investment issues.

Above are examples, agencies, executive branch, and legislative committees with economic
responsibilities should be informed and asked to determine appropriate adjustments

Additional Considerations

Impact on NYS residential lending market

Understand sub-surface market requirements, in addition to surface

Impact of neglect will reward poor lending practices

Will drilling regulations “ramp up” to increased frequency, steep production decline curve, and horizontal
extensions, regardless of sgEIS status?

Local assessment offices cannot currently ensure that they have full information on leases for valuation
purposes.

B o B LI O O S

RESOLUTION FROM THE TOMPKINS COUNTY MEDICAL SOCIETY
To Whom It May Concern:

On June 11, 2010 the members of the Tompkins County Medical Society unanimously
passed a resolution calling for a moratorium on drilling in the Marcellus Shale. This resolution
is based on serious and documented health problems from the use of dangerous chemicals in
the fracking water. Our resolution has no aim other than delaying further drilling until the
ongoing EPA study is complete. We are forwarding our concerns to appropriate political
leaders in Albany.

Respectfully,

Ralph Ortiz, DO
President, Tompkins County Medical Society



RESOLUTION
Moratorium on Drilling in the Marcellus Shale Gas Field

Whereas, As physicians we believe in the principle of Primum, non, nocere, First, do no
harm; and

Whereas, As physicians of Tompkins County, we care first and foremost about the
health of our community and believe that when an activity raises potential harm to
human health, precau-tionary measures should be taken until cause and effect
relationships are fully established scientifically, and

Whereas, The exploitation of natural gas in the Marcellus Shale Gas Field involves
high-pressure injection of over 200 billion gallons of water and billions of gallons of
water-soluble chemicals into the shale formations to allow the release of natural gas,
and

Whereas, Backflow from this process contains heavy metals, radioactive materials and
volatile organic compounds, and the effects of this process on human health have not
been subject to rigorous medical research, and

Whereas, The review reported by the New York State Department of Environmental
Conservation in the draft Supplemental Generic Environmental Impact Statement
contains no high quality medical data, now therefore be it

RESOLVED, that the Tompkins County Medical Society in Ithaca, New York supports
a moratorium to natural gas extraction using high volume hydraulic fracturing in New
York State until completion of the recently announced Environmental Protection
Agency (EPA) study to evaluate its effects on human health and the environment, and
be it further

RESOLVED, that this resolution be sent to the appropriate state elected representatives,
local media and other interested parties.



