Broome County Gas Lease Deal is a Disaster: Threatens Parks, Individual Freedoms, and Our Common Wealth

July 16, 2010 by Anonymous

The Broome County legislature has been given an ultimatum: grant County Executive Barbara Fiala the authority to negotiate and sign a gas lease with a little known gas company or face a budget deficit that will require dramatic cuts to services and possibly a double-digit tax increase.

But there's much more to the gas lease deal that has gone unreported.

First, the land...

According to an article in the Press and Sun Bulletin, the lease includes about 5,900 acres at “the county landfill, airport and other parcels.”

That last phrase is a bit misleading. The lease covers the entire portfolio of County-owned properties in Broome. Every single one--including the County's most prized recreational areas, in whole or in parts (with quotes taken from the County's website):

* Nathaniel Cole Park (“...boasts a beautiful 53-acre lake and twin arcs of white sand, the largest protected beach in the county system...”)

* Greenwood Park, (“...the lake is stocked with trout and its spring fed waters maintain refreshing water all summer long...”)

* Hawkins Pond Nature Area (“...offers a secluded "nature experience" with its plentiful wildlife and wide variety of habitat-types...”)

* Aqua Terra Park (“...466 acres of bountiful wildlife and natural settings ...”)

* Finch Hollow Nature Center (“...a natural history museum with approximately 1 mile of scenic, easy-to-walk nature trails winding through field, pond and wooded habitats...”)

* Grippen Ice Rink ("...offers a new dimension to year-round recreation in Broome County...")

According to local residents who attended Wednesday's legislative committee meeting, County Attorney Joe Sluzar touted that the lease forbids surface drilling in parks and watershed areas.

But contamination doesn't happen just at the well-pad. Methane migration, spills into waterways, explosions, caustic air pollution, noise pollution and land degradation from pipelines, compressor stations, and storage tanks have been well documented in areas with heavy industrial activity related to natural gas extraction and production. It is a stretch for Fiala and her legal team to hold up this “restriction” as some proud achievement of “responsible, thoughtful stewardship.” 

There is something else “unsaid” about this “restriction.” A gas company with the exclusive rights to extract lucrative Marcellus Shale resources from nearly 1300 acres of County parkland won't be stopped by a simple "restriction." Instead, the company will likely use the “compulsory integration” rule to force private owners of adjacent lands to accommodate the construction of a massive well-pad. In essence, this lease commits the County government to colluding with gas companies to strip certain property owners of the freedom to choose how their land may be used.

Has the County Executive informed the dozens of property owners around each of these parklands that she intends to sign a lease that jeopardizes their freedoms? That she is demanding the legislature to sign a lease that will make it likely that gas companies will legally compel neighboring owners to allow natural gas extraction on their land? Worse, that these landowners, without any choice, will have to accommodate all the machinery and trucks and pits and drill rigs that will hammer down and snake sideways for thousands of feet to extract natural gas from under parklands?

And finally, there's a lot of odd silence about the simple economics of this deal. After all, the County has consistently beated the drum for the last year about the titanic economic benefits of this gas play.

Why, then, is the County, so early in the game, selling off its entire claim to this trillion-dollar resource for a shameful pittance?

A $15.9 million signing bonus might look good in bold-printed headlines. But it's like selling your $100,000 home for $800 bucks so you can buy fuel for your RV.

If that analogy seems a little hokey, how about looking to the free-market for some answers?

According to reports, a landowners coalition in Pennsylvania, the Friendsville Group, was offered earlier this year competing bids from two companies for nearly $6,000 an acre.

Sweet deal, you say? Try chump change.

Based on deals inked during the prime drilling years of natural gas plays in Texas and other southern states, some owners nabbed $20,000 or more an acre.

Things are just getting started here in the Marcellus play. As we all know, over the last couple years, landmen exploited uninformed landowners that had never heard of Marcellus Shale. Many owners signed leases for $50 or $100 an acre. Now, with more New Yorkers informed, landmen are taking advantage of The Great Recession and targeting the desperate. But just as soon as the ink dries, these shameless sharks are flipping the mineral rights to bigger corporations for massive profits--dollars that could stay here in Broome.

Take for example a deal recently announced between two companies, Houston-based Anadarko Petroleum and Mitsui E&P USA LLC, an affiliate of Tokyo's Mitsui & Co. Ltd. In the early months, Anadarko had scooped up 100,000 acres from unsuspecting owners for pennies. Anadarko flipped them earlier this year to Mitsui for $1.4 billion.That works out to $14,000 an acre.

And it seems that's still a bargain. Just this week, Range Resources signed a lease with officials of North Fayette Township (Allegheny County, PA) for $3,000 an acre. Interestingly, during a conference call in February 2010 to discuss Range Resources fourth quarter earnings, Range chairman and CEO John Pinkerton had said that if Range were offered $14,000 an acre, he would not sell.

Too bad John Pinkerton isn't our County Executive. Apparently, he knows something Barb doesn't.

But you can bet Inflection Energy, the Denver Company with the time-sensitive offer on the table, will flip these rights. The company is less than a year old. It doesn't even have a website. A basic google search turns up little, except that the Vice President of Denver-based Inflection Energy is J. Scott Zimmerman, who has a really boring account on the social networking site, LinkedIn, and has worked for four different energy companies over the last six years. Call him a broker, a middleman. For sure, Inflection Energy will soon pocket millions that Broome County surrendered under the threats and ultimatums of our Executive.

By the way, $14,000 an acre for all County-owned land would amount to $74 million. Now that's a game-changing sum of revenue. That kind of deal could provide tax breaks to all residents, proceed-sharing with all municipalities to help reduce tax burdens, serious economic development funds, major infrastructure repairs...and maybe even a bump in pay for legislators who had the courage and brains to hold on to a quickly appreciating limited, finite resource.

But I guess the administration and the legislators can't see that far down the road. They'd rather sell off our County's entire common wealth, in one shot, to help balance the 2011 Budget in an election year.

So given this deal is so bad, why does the County legislature seem so quick to concede to Fiala's unwise demand?

Maybe they just need a little more support from the public, a little more inspiration.

I'd encourage them to recall the story of Dennis the Menace. Not the comic strip character, but the young kid Mayor of Cleveland, Dennis Kucinich.

Elected in 1977 as the City's youngest Mayor, Kucinich refused to sell Muny Light, Cleveland's municipally-owned utility, to a private utility provider, CEI, who was owed millions from the City. Kucinich was stubborn, consistently refused the sale despite pressure from City Council and threats by local banks to cancel the city's credit. Kucinich did not flinch, and said no until finally, in December 1978, Cleveland became the first city since the Great Depression to declare bankruptcy and default on its financial obligations.

He was a one-term Mayor, and left Cleveland despaired and dejected.

Here's the brighter side of that principled stand: Newspapers, analysts, and all experts came to agree that the short-term pain produced tremendous long-term gain. Cleveland Magazine said it best in 1996: “There is little debate over the value of Muny Light today. Now Cleveland Public Power, it is a proven asset to the city that between 1985 and 1995 saved its customers $195 million over what they would have paid CEI.”

Kucinich was cheered back to his hometown in the 90s, and won a Congressional seat in 1996. He is serving his seventh consecutive term with consistent, strong support from his constituents who value his courage and remember that, when all was dark, "Dennis kept the lights on."

On Thursday, the Broome County Legislature will decide whether we go forward with the lights on, or stumble home in the dark.

--------------------------------------------------

NOTE: The Broome County Legislative Environmental Committee has scheduled a public forum for Monday, July 19, 5:00 - 6:30, Broome County Office Building, Legislative Chambers, to hear from residents. If you are concerned about the gas deal, show up Monday and join many others who will tell the legislature, "No frakking way, Oppose this bad deal!"
