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Chenango, Otsego, Delaware, Madison Regional Natural Gas Collaborative
June 16, 2011 @ 2:00 p.m.

Chenango County Office Building- Board of Supervisors Chambers

Mr. Palmatier welcomed approximately 85 County officials, agency representatives and residents to the Four County Regional Natural
Gas meeting at 2:10 p.m. Mr. Palmatier provided a summary of the background on how the Chenango, Otsego, Delaware and Madison
Regional Natural Gas committee was established. The intent of the meeting is not to be a forum for debating hydraulic fracturing but
an opportunity to discuss education and employment opportunities relating to natural gas exploration in Central NY.

Presentations:
Mr. Palmatier introduced the guest speaker: Gregory H. Sovas, Consultant, and President, XRM, LLC. Mr. Sovas has over 40 yrs.
experience in NY Environmental issues retiring his position as Director of the Division of Mineral Resources at the NYSDEC. He is
the primary author of the 1981 amendments to the NYS Oil, Gas and Solution Mining Law and 1991 Mined Land Reclamation Law.
Mr. Sovas provided a power point presentation (attached) and discussion on natural gas in NYS.

Summary of Presentation and Comments in conjunction with Mr. Sovas’ power point presentation:
Mr. Sovas provided historic and public information:

 NYS has had Oil/Gas exploration since the 1860’s starting in western NYS. New technology has renewed interest in the east.
Unfortunately communication with the Oil/Gas exploration companies has been an issue.

 Natural gas has been found to be environmentally beneficial and has become an international issue.
 All the producing Oil/Gas states have developed laws based on Oklahoma & Texas regulations which are based on the laws

of capture.
 Spacing regulations came about due the density of wells during the Texas explorations in 1901. Spacing is a key element of

establishing a regulation. Prior to 1981 NYS Oil/Gas only required notice of intention.
 Casing/Cementing guidelines have been in place since 1980’s to protect groundwater. Two strings of pipes an additional

string of pipe in aquifers. There has been no contamination problem in over 30 years. PA developed NYS standards in 2010
 The Legislative Intent of the 1981 regulations was to supersede all local regulations, including zoning. Part of the problem in

the 1970’s was the limited NYSDEC staff qualified to oversee sites. Local municipalities had a similar problem resulting in
NYS Law to supersede all local regulations, except roads and taxation

 NYS is the logical entity to establish uniform regulations associated with setbacks which do not respect municipal
boundaries, spacing units, etc. In addition to interstate regulations.

 Why zoning does not apply. Primarily drilling is a construction site. It is a minimal land disturbance with the right to
recover minerals. Should there be a lawsuit based on zoning regulations it is questionable if it would survive a challenge. It
may result in landowners or gas companies initiating lawsuits because of infringement of their investments. The landowners
deserve a fair shake and they should be able to retrieve mineral rights. The oil/gas companies have kept farms as farms and
in some cases have helped them to survive.

 Why is Mining Law Different than Oil/Gas Law? Mining is a consumptive land, industrial land use with quarries there for
many, many years compared to oil/gas fields over a period of 3 +/- years.

 Spacing units sizing to drain a pool of gas efficiently. PA has no spacing or fair pooling regulations allowing companies to
come up and drain the property.

 NYS passed legislation in 2005, addressing surface spacing for vertical/horizontal drilling. Less surface acreage is affected
while allowing drilling in various formations and directions from the same well. On a 640 acre spacing unit all wells must be
drilled within 3 years. In PA units are up to 1200 acres due to advances in technology.

 Comparisons of 40 acre unit to 640 acre unit pad.
 Manhattan Institute study and IOGA projections: If a Marcellus well is drilled in NYS, production based on PA figures as

well as addressing NYS taxation results in $344,000 annually per well to County/Local entities. No severance tax. Cabot Oil
& Gas press release reported royalties of $ 315,000/ per day to the landowner.

 What other industry pays direct production taxes to local government?
 There will be no environmental compromises in NYS. The SGEIS chapters 4, 5, Appendix 6 &10 appear to address the

majority of concerns and contain information needed. There is a very extensive regulatory system in place in NYS with no
need for local regulations based on Appendix 10. At the local level road use agreements are important.

 Marcellus shale exploration may be the greatest economic development for NYS. NYS landowners deserve to receive a
share. Question asked by many municipalities is where will the recent loss of funding come from now that the 2% tax-cap
has passed?

 Mr. Sovas stated he has three goals: 1) Defend NYSDEC 2) Keep companies here in NYS 3) Landowners make some
money, by sharing in the wealth.
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Mr. Palmatier introduced Environmental Analyst, Bob Williams of Barnes/Williams Environmental Services:
Mr. Williams has worked on numerous utility and energy related projects, pipelines and numerous hydroelectric projects in various
states.

Summary of Presentation and Comments in conjunction with Mr. Williams’ power point presentation:
 Chenango County is ahead of all NYS counties with active drilling and pipeline connections.
 Pipelines are a big disturbance when not located on one property.
 Pipelines are regulated by the Federal Energy Regulatory Commission (FERC) and NYS Public Service Commission

(NYSPSC). Initially there is no way to know for sure what agency will regulate a pipeline. Generally interstate pipelines are
regulated by FERC, the exception being if a pipeline is designated as a “gathering line”, even if it crosses a state line. FERC
is prohibited by Congress to regulate a gathering system. This is the case with the Windsor gathering pipeline system, which
is regulated by NYSPSC and PA Public Utility Commission. The line is <10 miles long allowing for NYS relaxed PSC
guidelines.

 Local rule involvement in the Windsor Pipeline: Establishment of a Steering Committee as an LLC to negotiate with the
pipeline company. Concern eminent domain could become an issue. NYSPSC not comfortable with eminent domain
authority wants local agreement. Everyone along the pipeline route was given opportunity for output.

 Right of Way (ROW) and Easement established. Landowners had two options. ROW was 30 ft. permanent with 60ft.
construction. Prepared a Road Use Agreement which is fair to the company and local. NYSPSC agreed road use agreement
was fair.

 Compressor station (Dunbar Compressor) for entering into Millennium pipeline. Requirements: Do not want to see, hear or
smell anything relating to the compressor station. Advantage is NYS terrain with hills and forests.

 NYSPSC has no noise ordinance, important to develop a noise ordinance. NYSPSC will look at local laws, must be
workable. Noise ordinance established at 4 dbl above background, 40dbl at property line. Important to have cohesive group,
agree on incorporating most modern technology.

 Local regulations should include removal of abandoned compressor stations, clean site back to original state.
 Environmental perspective relating to pipelines, you must always address environment, native species, etc.

Mr. Palmatier introduced Steven Messmer and Robert Harder presenting for Delta Engineering:
Mr. Robert Harder is speaking on Royalty Verification Services and Mr. Messmer is speaking on the Delta Road Preservation
program.

Mr. Harder provided the following:
 Informational slide from NYSDOH and EPA water testing guidelines. Important to establish a chain of custody when testing

well water.
 Royalty Verification program incorporates natural gas metering accuracy. Gas meters are electronic or may have a chart

recorder. Orifice plate in well measures differential pressures, line/flowing pressure on each side of the plate for accurate
readings for royalty. This plate is in the wellhead requiring a regular inspection for fittings, sharpness, flatness, etc.
Recommend two fittings: Simplex fitting ports on either side allows for removing plate for inspection but must shut down
well and by-pass; preferred a Dual Chamber unit that allows for inspection without shut down. Critical to inspect and
calibrate plates within the first 1-2 years. Orifice plate is the “heart” of the measurements for insuring accurate royalty
payments.

Mr. Messmer discussed Road Use Agreements:
 Road maintenance in rural areas is generally the largest portion of the local budget. Developing a Road Use Agreement that

is in the best interest of the municipalities. Delta has developed agreements for (41) towns in NYS.
 A slide of a pyramid indicating risk of damage to roads: NYSDOT highways have the lowest risk. They are built to

withstand all types of traffic with little impact; County roads ~20% risk of damage; Local roads have the highest risk ~90%
potential for damage after months of activity. Many companies have been willing to work with the municipalities. However
the primary concern is the uncertainty if the next company will be as willing to repair/upgrade the local roads.

 Delta Engineering has developed a Road Use Agreement by and for towns based on the guidelines proposed by the
municipality Highway Superintendent in lieu of using the industry agreements. A Pavement Management study was
developed for road composition earth/gravel is higher maintenance, potential total loss on paved roads. Important to build
the type of road the local municipality wants to maintain using national design standards “do not reinvent the wheel”. By
building roads to incorporate basic engineering, effective costs, and the longest life developed guidelines so the municipality
or the industry is not penalized.

 Key concept of the Delta concept of developing a Road Use Agreement it doesn’t focus on overweight vehicle use.
Overweight laws have resulted in many problems, such as overburdening local traffic. Roads are not damaged just by
overweight but actual repetition of vehicles. Regulating by overweight alone you error by over regulating local and under
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regulating high volume short term projects. The Delta system is based on national standards, based on sound science and
research.

 The Delta Plan is not just a Road Use Agreement. Too often there is a misconception that a generic or handshake road use
agreement will be valid but without adequate documentation of road condition before use and after it may not stand up in
court. Delta Plan pre/post examination of road conditions to determine potential damage based on real science to be
equitable to all parties.

 Four Step Process in developing a plan: Haul route determined for safety aspects (village, school, etc.) of traffic not just
shortest route; Geometric and Structural issues: bridges, culverts, road width, curves, earth gravel surface soils under
pavement, etc.; Determine interim use and update if necessary before use; ESAL concept relating to traffic use and weights
for acceptable life use of the road. This ESAL system determines difference between local uses, by heavy vehicles, such as
milk/log truck traffic.

 AASHTO provides structural number issue prior to road use then reassess for post use number to determine the objective of
how much of the road is changed. This science is used to determine any fair cost of damage if the science and calculations
indicate damage to the road.

 Three step process: Baseline survey of road condition inventory (engineering parameters, etc.); Template of Road Use
Agreement and template local law. System can work with or without a local law. The key is a plan designed for and by the
town. Do not take the industry road use agreement. After a town adopts agreement the town is set up to implement these
agreements. The Delta Plan is completely industry neutral it is all about traffic not the type of industry. Many types of
activities can trigger traffic, dam construction, windmills, pipelines, general construction etc.

Question/Answer Session:

 Pipeline issue and building setbacks. Suggestion to NYSPSC for Windsor pipeline require setback as required for high
pressure pipelines. NYSPSC determines 150 ft. setback. After established no way to enforce or prevent anyone from
building closer then 150ft.

 Any field test on meters. Standards are available similar ASTM industry standards for oil/gas. Is there a provision to ensure
orifice is properly sealed? There has been discussion about checking meter to avoid a by-pass issue. Important to include
verbiage in leases to ensure calibration of meters, dual locking system, etc. Important to remember operator is selling the gas
and they want to optimize their sale by insuring metering is accurate.

 What is basic cost for Road Use Agreement? Flat rate of $8500 engineering cost includes legal component. The system will
be in play for implementing at any time in the future.

 Road Use Agreement cost includes the survey, tech manual, template of local law, attorney oversight to insure legally it will
be upheld if any legal challenges. Enforcement by the municipality is available through road posting, or other aspects of
vehicle transportation law etc.

 How do you factor in the milk tankers, log haulers, bluestone haulers which are often heavier then water hauling? On a
typical scenario primarily based on repetition not just the weight.

 Timeline to develop a Road Use Agreement? Depends on submittals from highway department could range on average of six
(6) months.

 Compressor stations require a bond or zoning ordinance?
 Pipeline right of way may vary in width. Important to insure construction right of way is adequate. Review NYSPSC Article

7 this describes right of way guidelines.
 How did NYSDEC determine 100ft. setback. Discussion regarding FHA secondary mortgage market concern about

purchasing mortgages due to setback. Generally lending facilities are not familiar with oil/gas industry this is a learning
curve. A representative Elexco researched this mortgage issue and has found no problem. If a problem with state law this
should be changed at state level in lieu of numerous local laws across the state. Important to keep regulations consistent
across the state.

With no further discussion and a thank you to the guest speakers the meeting was adjourned at 4:00 p.m.

Notes prepared and recorded by: Rena M. Doing


