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Three TopicsThree Topics



 
Hydrofracture debate Hydrofracture debate –– what is new?what is new?



 
Economic development impacts in NY Economic development impacts in NY 
and Pennsylvaniaand Pennsylvania



 
Division of Mineral Resources Division of Mineral Resources –– a a 
potential bottleneckpotential bottleneck



NYNY’’s Oil and Gas s Oil and Gas 
Regulatory ProgramRegulatory Program


 
Developed as a groundwater Developed as a groundwater 
protection programprotection program



 
All wells are cased and cemented All wells are cased and cemented 
through freshwater zones since early through freshwater zones since early 
8080’’ss



 
Cementing of any well drilled in Cementing of any well drilled in 
primary aquifer is witnessed by DECprimary aquifer is witnessed by DEC
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Hydrofracture Chemicals Hydrofracture Chemicals 
Disclosure IssueDisclosure Issue


 
Now companies calling for disclosure Now companies calling for disclosure –– 
Chesapeake, RangeChesapeake, Range



 
Schlumberger calling for disclosure Schlumberger calling for disclosure 
from their suppliersfrom their suppliers



 
Environmentalists calling for disclosureEnvironmentalists calling for disclosure



 
NY mandating disclosureNY mandating disclosure



 
Put issue at restPut issue at rest
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What Has Changed?What Has Changed?



 
Scope of operations has changed:Scope of operations has changed:
–– Water supply for frac operationsWater supply for frac operations
–– Frac water recycling and disposalFrac water recycling and disposal
–– Logistics of storing and moving water and Logistics of storing and moving water and 

spent fluidsspent fluids
–– Overall development of the resourceOverall development of the resource
–– Impacts to municipalitiesImpacts to municipalities



 
Issues that are being addressedIssues that are being addressed
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Water Usage in PAWater Usage in PA
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Susquehanna River Basin total water demand
According to the Gas Technology Institute



SEIS ProcessSEIS Process



 
Process should not overwhelm Process should not overwhelm 
decisiondecision--makingmaking



 
Needs to progress to conclusionNeeds to progress to conclusion



 
Investment in NY must be allowed to Investment in NY must be allowed to 
proceedproceed



 
NY needs to capture benefits NY needs to capture benefits 
immediatelyimmediately
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Outstanding Work and Outstanding Work and 
Cooperation for NYCooperation for NY


 
Division of Minerals Scope thorough Division of Minerals Scope thorough 
and professionaland professional



 
SEIS extremely comprehensive and SEIS extremely comprehensive and 
very well donevery well done



 
NYSERDA complemented effortsNYSERDA complemented efforts



 
State Museum (NYGS) in providing State Museum (NYGS) in providing 
technical papers, datatechnical papers, data
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IOGA of NY Education IOGA of NY Education 
EffortsEfforts


 
Conducted series of meetings around Conducted series of meetings around 
state to educate public, landownersstate to educate public, landowners



 
Held Lobby Day to inform legislatorsHeld Lobby Day to inform legislators



 
Hired public relations firm to assistHired public relations firm to assist



 
Created dvdCreated dvd’’s for public education s for public education 
efforteffort



 
www.marcellusfacts.comwww.marcellusfacts.com
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Industry Hates Industry Hates 
UncertaintyUncertainty


 

Leasing agents left Leasing agents left 
town, some town, some 
companies out of companies out of 
NYNY



 

Drilling companies Drilling companies 
left NY for PAleft NY for PA



 

Will return to NY Will return to NY 
once SEIS process once SEIS process 
finalizedfinalized
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Penn State Economic Penn State Economic 
Study for PAStudy for PA


 
““An Emerging Giant: Prospects and An Emerging Giant: Prospects and 
Economic Impacts of Developing the Economic Impacts of Developing the 
Marcellus Shale Natural Gas PlayMarcellus Shale Natural Gas Play””



 
College of Earth and Mineral SciencesCollege of Earth and Mineral Sciences



 
August 2009August 2009



 
Prepared for Marcellus Shale Prepared for Marcellus Shale 
CommitteeCommittee
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Penn State FindingsPenn State Findings

2008 and 20092008 and 2009



 
$2.3 $2.3 -- $3.8 billion in total value added$3.8 billion in total value added



 
$240 $240 -- $400 million in state and local $400 million in state and local 
taxestaxes



 
29,000 29,000 -- 48,000 jobs48,000 jobs
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Penn State Projections Penn State Projections 
20202020


 
$13.5 billion in value added$13.5 billion in value added



 
175,000 jobs175,000 jobs



 
4 billion cubic feet of production per 4 billion cubic feet of production per 
dayday



 
Present value of additional state and Present value of additional state and 
local taxes from now and 2020 is local taxes from now and 2020 is 
almost $12 billion!almost $12 billion!
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Fortuna InvestmentFortuna Investment



 
Spent $500 million to acquire Spent $500 million to acquire 
companies, leases, lands in NY and PAcompanies, leases, lands in NY and PA



 
Drilled extensively in TrentonDrilled extensively in Trenton-- Black Black 
RiverRiver



 
Built new headquarters in HorseheadsBuilt new headquarters in Horseheads



 
No one in No one in ““AlbanyAlbany”” recognizes money recognizes money 
being spent by oil and gas firms being spent by oil and gas firms 
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Schlumberger InvestmentSchlumberger Investment



 
Locating major facility in NY to service Locating major facility in NY to service 
NY and PANY and PA



 
88 acres in industrial park, Horseheads88 acres in industrial park, Horseheads



 
$30 million facility$30 million facility



 
Had difficulty securing local approvalsHad difficulty securing local approvals



 
Investment means long term Investment means long term 
commitment for Marcelluscommitment for Marcellus

XRM, LLCXRM, LLC



Potential Economic Potential Economic 
Development in NYDevelopment in NY


 
IOGA of NY IOGA of NY annualannual estimates (July estimates (July 
2009):2009):
–– 300 wells drilled300 wells drilled
–– 1,500 disturbed acres1,500 disturbed acres
–– 1,000 MCF daily (very conservative)1,000 MCF daily (very conservative)
–– Total well capital $600 million (likely low)Total well capital $600 million (likely low)



 
Only Marcellus developmentOnly Marcellus development
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Potential Economic Potential Economic 
Development in NY Development in NY 
(cont.)(cont.)


 
$108 million annual landowner $108 million annual landowner 
royalties at 12.5% (conservative)royalties at 12.5% (conservative)



 
$20 million real property taxes$20 million real property taxes



 
$33 million state tax revenue $33 million state tax revenue 
(corporate & income tax on royalties)(corporate & income tax on royalties)



 
Community multiplier of 2Community multiplier of 2

XRM, LLCXRM, LLC



Total Annual Economic Total Annual Economic 
Impact from NY MarcellusImpact from NY Marcellus


 
$1.4 billion annually (sum of well $1.4 billion annually (sum of well 
capital and royalty times community capital and royalty times community 
multiplier)multiplier)



 
Very conservative numbersVery conservative numbers



 
Does not account for ancillary new Does not account for ancillary new 
businesses created beyond multiplierbusinesses created beyond multiplier



 
Impact will be cumulativeImpact will be cumulative
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New Employment from New Employment from 
Marcellus DevelopmentMarcellus Development


 
Engineering, surveying, constructionEngineering, surveying, construction



 
Aggregates and earthmovingAggregates and earthmoving



 
Equipment manufacturing & serviceEquipment manufacturing & service



 
Environmental permittingEnvironmental permitting



 
Water transport/wastewater recyclingWater transport/wastewater recycling



 
Legal, accounting, other professional Legal, accounting, other professional 
servicesservices
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Counties, Towns, Counties, Towns, 
Landowners need ClosureLandowners need Closure


 
SEIS needs to be finalizedSEIS needs to be finalized



 
Gas companies want to invest in new Gas companies want to invest in new 
wells herewells here



 
Development taking place in Development taking place in 
depressed areas of the statedepressed areas of the state



 
Landowners desperate for cashLandowners desperate for cash



 
Keep farms as farms, open spaceKeep farms as farms, open space
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Nothing New about HydrofracturingNothing New about Hydrofracturing

Done for 50 years in NYDone for 50 years in NY
Horizontal drilling has been done for years throughout the worldHorizontal drilling has been done for years throughout the world and in and in 
NYNY
Technology employed by oil and gas industry is Technology employed by oil and gas industry is ““Star WarsStar Wars””
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From 2007 AAPG Presentation, 
including NYSERDA, NYS Museum



Division of Mineral Division of Mineral 
ResourcesResources


 
Smallest division in the NYSDECSmallest division in the NYSDEC



 
Highly professional staffHighly professional staff



 
Mandate to protect environment and Mandate to protect environment and 
correlative rights of landownerscorrelative rights of landowners



 
Two major regulatory programs Two major regulatory programs –– 
MLRL and OGSMLMLRL and OGSML



 
Oil and gas field staff on 24 hoursOil and gas field staff on 24 hours
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Division Needs HelpDivision Needs Help



 
Will become major bottleneck Will become major bottleneck 
impeding developmentimpeding development



 
State must recognize need to staffState must recognize need to staff



 
Understand budget problems, but Understand budget problems, but 
economic development too importanteconomic development too important



 
Need 10Need 10--30 staff30 staff



 
Without staff, subject to criticismWithout staff, subject to criticism
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Marcellus Natural Gas Marcellus Natural Gas 
DevelopmentDevelopment
---------- May be the greatest economic May be the greatest economic 

development opportunity in depressed development opportunity in depressed 
areas of the state that we will see in areas of the state that we will see in 
our generation our generation ----------



 
No environmental compromisesNo environmental compromises



 
Produce cleanProduce clean--burning natural gasburning natural gas



 
NY landowners deserve to share in the NY landowners deserve to share in the 
wealth, particularly in depressed areaswealth, particularly in depressed areas
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