
 
The newest challenge Marcellus

landowners face today is the likelihood that
the Pennsylvania Department of Revenue will
issue a mandate requiring payment of
inheritance tax on non-producing oil and gas
rights, i.e., oil and gas rights which a
landowner is not receiving a royalty on. The
Department says it is in the process of
developing new rules that would do just that. 

The Department has already said that
the former rule, which was embodied in letter

The comparable sales approach for 
valuing oil and gas rights is based on an 
invalid premise: that it is possible to 
compare the non-producing oil and gas 
rights pertaining to one parcel of land to 
those of another parcel of land. Whether 
oil and gas rights are even capable of 
production—let alone production at a 
particular level—is based upon a variety 
of geological factors capable of being 
fairly determined only by examining a 
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Pennsylvania’s Royalty Owners Action Report 

ruling INH-03-008, no 
longer applies the way it 
used to. That letter ruling 
held that non-producing 
mineral interests should be 
reported on a decedent’s 
inheritance tax return at a 
value of $0, correctly 

explaining that such interests have “no 
ascertainable value.” Revenue has removed 
INH-03-008 from its website—the only place 
it had been reasonably accessible. It claims 
INH-03-008 remains good law, but that it only 
applies in very narrow circumstances, such as 
where oil and gas rights are non-producing 
because the gas company has drilled an 
unsuccessful well. 

Revenue reports that it is preparing to 
promulgate new rules for valuing non-
producing oil and gas rights for inheritance-tax 
purposes. It is uncertain what method of 
valuation the new rules will mandate, but the 
Department says it is considering the 
comparable-sales approach and the “lease 
bonus” approach. Both approaches have 
serious flaws. 

shale formation which lies 
about 8,000 feet below the 
surface, and the geology 
can vary radically within 
even a small area. One 
well that initially produces 
10 million cubic feet of 
natural gas per day may be 
located only a few 

hundred feet from a well that only 
initially produces two million cubic feet 
per day. There is truly no way to know 
what is “comparable”. 

The lease bonus method is 
marred by the logical fallacy that per-
acre bonuses are somehow immune to 
the myriad factors that drive the leasing 
rates—that it could ever be applied 
fairly and consistently. Moreover, it 
presupposes that the landowner wishes 
to enter into an oil and gas lease, and 
that the gas company does too. 

The second biggest problem 
facing Marcellus landowners today is 
that the Department will also 
promulgate new rules as to producing 

Continued to page 2 
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Tax Rules Continued from page 1 

oil and gas rights, i.e., ones that are paying the 
landowner a royalty. According to the 
Department, the new rules for producing oil 
and gas rights would require using the “income 
approach” to valuation, which means taking a 
variety of factors into account to attempt 
computing the present value of future royalties. 

For now, Revenue’s directions to 
landowners are to follow the federal mineral-
valuation rules set forth in Treas. Reg. § 1.611-
2. 

*** 
The new rules would represent a sea 

change in the law and policy of the 
Commonwealth of Pennsylvania as to taxing 
mineral interests. A tax on non-producing oil 
and gas rights would be a tax on a stream of 
income that may never materialize. The effect 
on landowners would be very real: first, every 
estate would be forced to hire an appraiser—a 
geologist or petroleum engineer, according to 
Revenue—at a cost likely to run in the 
thousands; second, the decedent’s heirs would 
have to pay a tax at a rate up to 15%. 

Imagine the estate of a “land rich”, cash 
poor farmer with 200 acres in northwestern 
Sullivan County, where “comparable” sales 
from nearby Bradford County might suggest 
non-producing oil and gas rights should be 
valued at $3,000. Even if the decedent’s heirs 
were his children, who would be taxed at 4.5%, 
the cost of the appraisal and the inheritance tax 
could be well over $30,000. However the 
Department spins this, it is nothing short of a 
new tax. 

What’s worse is that in many cases 
there will be no ready cash to pay the tax, even 
for oil and gas rights that are producing a 
royalty. And even if the estate does have 
enough liquid assets to pay the tax, the new 
rules could be manifestly unfair to heirs who 
are not inheriting oil and gas rights if the 
decedent’s will contains the usual provision 
requiring the estate, instead of the heirs, to pay 
all inheritance taxes. 

Another injustice is that the new rules 
for non-producing interests could force 
unwilling landowners, or their heirs, to enter 
into an oil and gas lease in order to raise funds 

to pay the tax. The thought of entering into an oil 
and gas lease can be take a very strong emotional 
toll on a person who fears a change in the character 
of his land due to gas drilling operations on the 
surface. That’s not to mention that while most 
people accept the notion that the government can 
regulate commerce, they resent the idea that the 
government can force them to participate in a 
particular form of commerce. 

In short, if landowners and their heirs are to 
pay a new tax, it should be a result of action on the 
part of the General Assembly, and not by edict 
from unelected, unaccountable bureaucrats. The 
tax should be based on facts, and not on 
unscientific suppositions that every acre of the 
Marcellus is the same. It should be capable of 
being applied fairly and evenly throughout the 
Commonwealth. 

 

Better yet, there should be 
no new tax at all. 
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Throughout Pennsylvania it is not uncommon 
to encounter gas wells that were drilled over 100 years 
ago.  These ancient wells were drilled pursuant to 
oil/gas leases that often pre-date the turn of the 
century.  In many cases, the original lessee only drilled 
a single well and never developed the remaining 
acreage under the lease.  Can that single well drilled in 
the 1920’s now hold an entire 200 tract of land?  This 
is a common and troubling issue for landowners 
throughout the Commonwealth.  In a recent decision 
of the federal district court in Pittsburgh, the trial court 
recognized this hardship and allowed a lease 
cancellation suit filed by the landowner to move 
forward. 

In Delma Ray Burkett Revocable Trust, et al. v. 
EXCO Resources, LLC, 2012 WL 1019025 (W.D. Pa. 
March 26, 2012), the plaintiffs owned 180 acres (“180 
Acre Tract”) in Jefferson County, Pennsylvania.  The 
180 Acre Tract was subject an oil and gas lease dated 
July 13, 1916 (the “Lease”).  The Lease contained a 
ten-year primary term and an indefinite secondary 
term for “as much longer as the Premises are being 
drilled or operated for the production of oil or gas or 
gas is found or produced in paying quantities…”  
During the primary term of the Lease, four (4) 
producing wells were completed, two (2) of which 
were later plugged and abandoned.  No additional 
wells were drilled on the 180 Acre Tract after the 
primary term expired in 1926.   

The Lease also contained a “Surrender Clause” 
which authorized the lessee to surrender and cancel the 
Lease if it determined that “any part” of the 180 Acre 
Tract “did not warrant further investigation or 
development.”  Finally, the Lease contained a 
complicated “Development Clause” which essentially 
obligated the lessee to tender a delay rental of $0.25 
per acre until a second producing well was completed.  
Once the second well was completed, no further delay 
rentals were to be paid. 

In September 2011, the current owners of the 
180 Acre Tract, the Delma Ray Burkett Revocable 
Trust and the Sheldon Jay Burkett Revocable Trust 
(the “Burkett Trusts”), filed suit against the current 
assignee of the Lease, EXCO Resources, LLC 
(“EXCO”), seeking judicial cancellation of the Lease 

with respect to the undeveloped portions of the 180 
Acre Tract (i.e., 130 acres) and also the unexplored 
deep formations beneath the property.  The Burkett 
Trusts argued that partial cancellation of the Lease was 
warranted due to EXCO’s failure to develop the 
remaining acreage over the last eighty-five (85) years.  
Specifically, in Paragraph 19 of their Complaint, the 
Burkett Trusts alleged that they were: 

“…seeking a declaration that by failing 
to develop the remaining 130 acres of 
the leasehold for 85 years, the Lessee 
made a determination that part of the 
Leased Premises did not warrant 
further development, and thus, the 
Lessee had a duty to surrender and 
cancel the Lease as to the undeveloped 
acreage.” 

The Burkett Trusts further argued that the 
lessee’s failure to develop not only constituted a 
breach of the Surrender Clause in the Lease but also 
was a breach of the implied covenant to develop the 
leasehold.  See, Delma Ray Burkett Revocable Trust, 
et al. v. EXCO Resources, LLC, 2012 WL 1019025 at 
pp. 5-6.  As such, the Burkett Trusts requested that the 
court “release and return…all acreage in excess of the 
25 acre production area” surrounding each of the two 
(2) producing wells and also release all hydrocarbon 
formations below 3500 feet. 

In response, EXCO filed a motion to dismiss 
the complaint (“Motion”) on the basis that:  i) the 
Lease did not create any affirmative contractual 
“obligation” to surrender any part of the 180 Acre 
Tract and ii) the Lease contained express terms that 
pre-empted the implied covenant of reasonable 
development.  Since there was no obligation or duty to 
develop the remaining acreage, EXCO argued that no 
breach occurred and, therefore, the complaint should 
be dismissed. 

With respect to the Surrender Clause argument, 
EXCO argued in its Motion that the Clause itself was 
“purely for its own benefit” and that it never declared, 
expressly or implicitly, that the unused 130 acres 
would never be the subject of “further” investigation 
or development.  The Burkett Trusts countered this 

Federal Court in Pittsburgh Allows Lease Cancellation Suit to Move Forward 
By Robert J. Burnett, Esq. 

 

Continued to page 4 



Stoddard holding foreclosed the Burkett Trusts’ 
implied covenant claim. 

The district court rejected EXCO’s 
interpretation of the Lease and its reliance on 
Stoddard.  First, the court noted that the Lease did 
not “fix” the number of wells – it merely altered 
the compensation formula after the first two wells 
were completed.  Second, the court observed that 
the Pennsylvania Supreme Court in Jacobs v. CNG 
Transmissions Corp., 772 A.2d 445 (Pa. 2001) 
recognized that an implied covenant claim could 
be maintained post-Stoddard.  In Jacobs, the court 
held that there is no duty to develop if the lease 
itself provides the landowner compensation (i.e., 
delay rentals, gas storage fees, etc.) during the 
period of non-production.  “An implied covenant 
to develop…exists only when the only 
compensation to the landowner…is royalty 
payments resulting from extraction.”  Jacobs, 772 
A.2d at 455.  According to Jacobs, if the lease 
provides for the payment of delay rentals or a gas 
storage fee, the implied covenant is suspended 
while such payments are being made.  Id.   

The Lease in EXCO Resources, however, 
did not provide for the payment of delay rentals or 

construction of the Surrender Clause by arguing that 
EXCO’s “persistent” lack of any investigation or 
development for nearly a century was an implicit 
determination by EXCO (or its predecessors) that such 
undeveloped portions were not suitable for hydrocarbon 
exploration or development.  The district court carefully 
reviewed the Surrender Clause and noted that the express 
language of the clause contemplates that the lessee either 
engage in “further investigation and development” and, if it 
declined to do so, return the unused acreage to the 
landowner.  The court expressed concern over the lack of 
development and observed that Pennsylvania law “disfavors 
an interpretation of a lease that would create an implicit 
non-producing fee simple interest” in the lessee.  As such, 
the district court concluded that the allegations in the 
complaint set forth a plausible theory of recovery and 
denied EXCO’s Motion as to this claim: 

“…the facts pled regarding this failure to drill for further 
production on the Premises…are sufficient at this point to 
permit, but not necessarily compel, a finding that EXCO, by 
its inaction, has necessarily made a determination that the 
undeveloped segment of the property did not warrant any 
further exploration or investigation…” 

See, EXCO Resources, 2012 WL 1019025 at 5. 

EXCO also argued that the complaint should be 
dismissed because no breach of the implied covenant of 
reasonable development occurred by virtue of the express 
terms of the Lease.  Under EXCO’s interpretation, the Lease 
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Continued to page 5 

itself specified that only two (2) 
wells were to be drilled during the 
primary term.  According to 
EXCO, this express term, 
mandating the drilling of two 
wells, negated the implied 
covenant.  In support of this 
position, EXCO relied on the 
Pennsylvania Supreme Court’s 
decision in Stoddard v. Energy, 
18 A. 339 (Pa. 1889).  In 
Stoddard, the Pennsylvania 
Supreme Court held that where 
the number of wells to be drilled 
is specified in the lease, that 
number controls and no implied 
covenant to develop further can 
be read into the lease.  Stoddard, 
A. at 339.  EXCO argued that the 

Continued from page 3 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

gas storage fees after the primary term expired in 
1926.  Since that time, the landowner received only 
production royalties from the two (2) wells located on 
the 180 Acre Tract.  The court opined that, under 
Jacobs, once the delay rental payments ceased in the 
1920’s, EXCO’s predecessor had “an affirmative 
obligation either to develop and produce the oil or gas 
or terminate the landowner’s contractual 
obligations…”  EXCO Resources, 2012 WL 1019025 
at 6.  As such, the court concluded that the allegations 
of almost ninety years of non-development were 
sufficient to state a valid claim for breach of the 
implied covenant.  EXCO’s motion was therefore 
denied on this ground as well. 

The EXCO Resources decision, although 
favorable for landowners, must be viewed through the 
lens of the procedural stage at which the district court 
ruled.  The court simply ruled that the Burkett Trusts 
had alleged sufficient “facts” in their complaint to 
state a claim for breach of the implied covenant and a 
breach of the Lease’s Surrender Clause.  While it is 

encouraging that the court recognized that nearly 
ninety years of non-development may violate the 
implied covenant of reasonable development, the case 
itself is far from over.  Both sides must now create a 
factual record to support their respective claims and 
defenses.  Once this factual record is complete, the 
district court will be in a better position to issue a 
more definitive ruling on the implied covenant 
question.  Nonetheless, this preliminary ruling in 
EXCO Resources is consistent with the principles set 
forth by the Pennsylvania Supreme Court over 120 
years ago.  In McKnight v. Manufacturer’s Natural 
Gas Co., 23 A.164 (Pa. 1892), the Supreme Court 
observed that a gas producer “cannot hold the 
premises and refuse to operate them.”  Landowners 
and producers alike should carefully monitor the 
outcome of EXCO Resources as any decision by the 
court could impact hundreds of leases with 
undeveloped and unexplored acreage.● 

 

Continued from page 4 
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HARRISBURG, Pa. — A group including seven 
municipalities Thursday sued the state of Pennsylvania over 
its new law regulating the rapid growth of natural gas 
exploration, saying among other things that it 
unconstitutionally takes away the power to control property 
from towns and landowners for the benefit of the oil and gas 
industry. 

The approximately 120-page lawsuit was filed in state 
Commonwealth Court. Plaintiffs include townships in 
southwestern Pennsylvania — Robinson, Peters, Cecil and 
Mount Pleasant in Washington County, and South Fayette in 
Allegheny County — where exploration of the Marcellus 
Shale is under way, and Nockamixon Township and Yardley 
Borough in southeastern Pennsylvania’s Bucks County where 
officials are worried about their inability to control future 
exploration of different natural gas formations. 

Among the objectionable provisions cited by the lawsuit are 
requirements that drilling, waste pits and pipelines be allowed 
in every zoning district, including residential districts, as long 
as certain buffers are observed. 

“As municipalities can expect hundreds of wells, numerous 
impoundments, miles of pipelines, several compressor and 
processing plants, all within (their) borders, they will be left 
to plan around rather than plan for orderly growth,” the 
lawsuit said. 

gas operations anyway. 

Several land-use lawyers have said the new law seemed 
unprecedented for its detail in limiting what a municipality 
can require when it comes to exploration of the Marcellus 
Shale. However, none said they viewed it as an 
unconstitutional encroachment into municipal zoning. 

The final law was negotiated in private by Corbett’s fellow 
Republicans who control the state Legislature. Only seven 
Democrats voted for it, while 13 Republicans voted against 
it. A spokesman for Corbett, Eric Shirk, said Thursday the 
governor’s office hadn’t yet seen the lawsuit. But he 
pointed out that negotiators worked closely with 
associations that represent local governments, including the 
Pennsylvania State Association of Township Supervisors, 
and said the administration is confident the law will 
withstand judicial scrutiny. When he signed the bill, 
Corbett said it provides “increased uniformity and fairness 
of local regulations while preserving local government’s 
traditional zoning authority.” 

Jackie Root, president of the Pennsylvania chapter of the 
National Association of Royalty Owners, which advocates 
for those who want to lease their below-ground gas rights, 
has said she believes the law was a fair compromise. The 
plaintiffs want an injunction stopping the law from taking 
effect and, ultimately, for it to be struck down. 

The local zoning provisions take effect in mid-April and 
give municipalities 120 days to comply. Scores of them 
must figure out if their ordinances are legal and, if not, get 
rid of them or prepare to potentially defend them in court. 
About 125 municipalities had at least one oil and gas 
ordinance in effect, according to the Marcellus Shale 
Coalition, an industry group. 

The lawsuit also says the law violates separate of powers 
doctrine, is unconstitutionally vague in portions that 
regulate municipal zoning, and violates various procedural 
rules on legislation laid down by the state constitution.● 

 

Towns sue Pa. over Marcellus Shale law 

by Associated Press 

The industry began descending on Pennsylvania in 2008 in 
earnest to tap into the Marcellus Shale, a natural gas 
formation deep underground that is considered the nation’s 
largest-known reservoir. But company officials found what 
they viewed as a gray area surrounding the extent of 
municipal authority over the operation and location of oil and 
gas wells, and some complained that municipalities had tried 
to use zoning rules to unreasonably limit drilling. In addition 
to allowing counties to impose a drilling fee on their local gas 
wells, the sweeping, six-week-old law grants the industry the 
predictable rules it had sought, the lawsuit said. 

“However, it did so at the expense of the predictability 
afforded to … the citizens of Pennsylvania whose health, 
safety and welfare, community development objectives, 
zoning districts and concerns regarding property values were 
pushed aside to elevate the interests of out-of-state oil and gas 
companies and the owners of hydrocarbons underlying each 
property, who are frequently not the surface owners,” the 
lawsuit said. 

Gov. Tom Corbett, a Republican, took office in 2011 and 
backed the industry’s objectives, believing that a 1984 state 
law had intended to outlaw municipal regulation of oil and 
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DEP considers how to use impact fee 
BRUCE SIWY | Daily American Staff Writer 

JOHNSTOWN- — The Department of Environmental 
Protection is still considering several uses for the 
agency’s share of Marcellus Shale impact fees. 

Enacted in February, impact fee legislation gives 
counties the chance to tax deep shale gas wells for the 
first time. The Somerset County commissioners are 
expected to adopt an impact fee at their April 10 
meeting. 

The DEP is among several state agencies expected to 
benefit, with estimated revenue at $6 million for 2012. 
While this amount does not match the projected $10 
million in cuts from Gov. Tom Corbett’s budget, DEP 
Secretary Michael Krancer said it will be a help. 

"It does a lot," Krancer said. He was in Johnstown 
speaking to the Greater Johnstown Cambria County 
Chamber of Commerce early Friday afternoon. 

A majority of the department’s funding comes from 
the federal government and regulatory fees. If 
anticipated federal cuts are implemented, the 
department’s total budget will be $379 million under 
Corbett’s proposal. 

Krancer said he plans to invite the agency’s deputy 
secretaries and field workers into a broad discussion 
about how to spend impact fee revenue. 

"There are a number of items that we have a choice to 
use that funding for," he said. 

Addressing the audience, Krancer praised Corbett for 
avoiding DEP furloughs with both of his budgets and 
for implementing an agency-wide reorganization that 
brings "more bang for the buck." 

"We're trying to be more clean and mean and more 
efficient," he said. "And it's working." 

Among his personal goals, he said, is to ensure that 
law-breaking companies pay a revenue-proportionate 
penalty to deter violations. 

"The governor is strong on enforcement and so am I. 
My view is that the free market insists that we punish 
cheaters," he said. 

According to Krancer, energy companies still deserve a 
predictable and consistent regulatory system in order to 
do business. 

"The opportunity is great," he said regarding the 
Marcellus Shale. "My job is to get it done right. We're 
(inspecting) the air side, the water side and the casing 
and cementing side." 

Krancer added that the state must be wary of saddling 
companies with too many burdens. He noted that the 
Tax Foundation — a nonpartisan research group — has 
rated Pennsylvania the worst tax climate state in 
America. 

According to the foundation, the keystone state has an 
overall effective rate that’s 45 percent above the national 
average. 

Krancer said Pennsylvanians shouldn't have to decide 
between a strong economy and a clean environment. 

"That's a false choice," he said. "Those who subscribe to 
that choice will, quote, 'Get in the way.' 

"Pennsylvania has no shortage of taxes for companies 
that come here to do work." Chamber of commerce Vice 
President Debra Orner said Krancer's visit was prompted 
by a call from the state. She was told that the governor is 
seeking feedback from business leaders on his 2012 
budget proposal. 

She said the chamber hosted Krancer as part of the 
governmental action committee's ongoing effort to 
gather information about the legislative side.● 



 

 

 

 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 
manufacturing renaissance in America – could not be 
realized without hydraulic fracturing. 
  
“To even further improve environmental performance, 
states like Pennsylvania continue to raise the bar on 
regulatory requirements. This proven and aggressively 
regulated technology is critical to the long-term 
economic, energy security and environmental health 
of our nation. 
 
“As the inter-agency’s panel begins its work, we 
remain eager to provide real-time, on-the-ground 
insight in an effort to ensure that common sense 
regulations are in place, which is essential to 
leveraging the countless benefits of America’s natural 
gas resources.”● 
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Canonsburg, PA – Today, President Barack Obama 
issued an executive order aimed at increasing 
coordination among federal agencies as it relates to 
hydraulic fracturing. Kathryn Klaber, president of the 
Marcellus Shale Coalition (MSC), issued the 
following statement: 
 
“The responsible development of American natural 
gas has been, and continues to be, and continues to be, 
a tremendous source of job creation for our nation. At 
the same time, and as the President noted in his State 
of the Union address, clean-burning natural gas is 
‘proving that we don’t have to choose between our 
environment and our economy.’ 
 
“Affordable, abundant supplies of domestic natural 
gas – which are helping to provide much-needed 
consumer savings while bringing about a 

MSC Statement on White House Hydraulic Fracturing 
Executive Order



 

 
 
 



Page 10 Penn ROAR March 2012 

Methane and Other Gases in Drinking Water and Groundwater  
By: Mr. Brian Oram, PG 

B.F. Environmental Consultants Inc. 

 

Methane gas has been a “hidden” problem in 
Northeastern Pennsylvania.  The gas is typically 
associated with wetlands, bogs, landfills, coal-producing 
formations, natural saline seeps, some glacial deposits, 
and gas storage areas.  Because of the development of 
the Marcellus Shale, the presence of methane gas and 
the potential for methane gas migration is a growing 
concern.   Methane is a colorless, odorless gas that is 
lighter than air.   Natural gas is mostly methane (70 – 90 
% CH4), carbon dioxide (0 to 8 % CO2), plus other 
gases.  The other gases may include ethane (C2H6), 
propane (C3H8), butane (C4H10), and hydrogen sulfide 
(H2S) as well as small amounts of helium.  

Methane gas is highly flammable between a lower 
explosion limit (LEL) of 5.53 percent by volume in air 
and an upper explosion limit (UEL) of 15 percent.  
These percentages are equivalent to a methane 
concentration of 50,000 and 150,000 parts per million 

(ppm) in air.  The minimum concentration level at 
which the gas has the potential to explode is called 
the lower explosive limit (LEL); below the LEL 
level there is not enough gas to cause an explosion.  
Above the UEL, there is inadequate oxygen to fuel 
combustion, but if the space is vented and the gas 
concentration drops below the UEL, the gas can 
become diluted enough to explode (it would require 
an ignition source).  Methane is not considered toxic, 
but it is an asphyxiant at a concentration of over 50 
percent in air (it displaces oxygen).  Therefore, the 
primary risks for methane would be asphyxiation in 
a confined or poorly vented area or a potential 
explosion hazard.   As a safety measure, the natural 
gas industry adds mercaptans to the produced 
methane gas that enters the pipeline and your home. 
The mercaptans produce a very pungent odor so that 
gas leaks will be noticed, but unprocessed methane 
gas tends to have NO ODOR.  It is critical to note 

Continued to page 11 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 
 

that some unprocessed methane gas may contain long 
chain hydrocarbon molecules that can create an odor. 

From the available data in the Citizen 
Groundwater/Surfacewater Database, it would appear that 
the natural background level of methane in private wells 
in Northeastern Pennsylvania ranges from not detectable 
or trace levels to over 28 mg/L.  You may suspect the 
presence of methane gas in your water if you hear a 
“gurgling noise”, sputtering at the tap, the water has a lot 
of gas bubbles, is effervescent or fizzy.    

Note: If the pumping level of water in your well starts 
to fall below your pump intake, ordinary air may mix 
with the water and produce similar symptoms. When 
in doubt, contact a professional to determine the 
nature of the observed gas. 

Water hammer or pressure surge is another potential sign 
of a methane or entrapped gas-related problem. These 
conditions do not necessarily mean you have a methane 
problem but it does suggest that additional water testing 
and possibly more aggressive venting would be needed.  
Methane gas typically out-gases very quickly from water.  
Therefore, if it takes over 2 minutes for the gas and water 
to separate, it is most likely carbon dioxide.   When you 
have the water tested, you may want to have the water 
field-tested for general water quality, i.e., pH, 
conductivity, turbidity, temperature, oxidation reduction 
potential (mv), and carbon dioxide.  If you have a lot of 
gas and the methane content of the water is low, it may be 
a mixture of carbon dioxide or air entrapment within the 
system.   If there is a strong odor and the level of methane 
is low, you may want to test for sulfur (hydrogen sulfide; 
odor of rotten eggs) or propane.  Testing for propane 
would be advisable if you or your neighbors use propane 
gas. 

Note:  Some articles suggest that you should try to 
collect the water and allow the gas to outgas in a sealed 
container and then attempt to light the accumulated 
gas – we do not recommend this practice. This practice 
is not safe, especially if you do not know the level of 
methane gas in the water, your home, or under the 
wellhead.  This may make a great “YouTube” video or 
“Facebook” post, but it is safer to purchase a small 
methane gas or flammable gas detector. 

There are two main types of methane found in rock 
formations and groundwater.  The types are based on a 
difference in origin, not composition: 

1. Thermogenic methane, which is formed from buried 
organic matter at considerable depths where the rocks 
are compressed and heated; this includes the methane 
found in coal, gas from some Devonian 
sandstones/shales, and gas from the Marcellus and 
Utica Formations.  Methane is produced by the 
inorganic breakdown of organic matter (heat and 
pressure). 

2. Biogenic or bacterial methane which formed closer 
to the surface by the action of bacteria (methanogens- 
“bacteria that produce methane and cannot live in an 
environment with oxygen).  This would include 
methane generated in landfills, lake sediments, 
wetlands/swamps, organic-rich glacial deposits, other 
recently buried organic deposits, and other carbon rich 
environments that are without oxygen. 

Natural gas formed by thermogenic processes contains 
small amounts of ethane and propane and may contain 
very small amounts of butane and pentane as well as 
methane. Some coals, like from the anthracite region, 
contain thermogenic gas, but some coal bed methane 
could be either biogenic or thermogenic gas. When 
bacteria generate “biogenic” gas, they create mainly 
methane.  
  

The source of the natural gas can to some extent be 
determined by the relative proportion of methane, 
ethane and propane within the gas, i.e., gas 
fingerprinting.  Even very small amounts of ethane 
and propane may be important in helping to identify 
the source of the gas, i.e., gas composition analysis. 
Unfortunately, gas composition analysis can be 
expensive, requires an expert to conduct testing and 
review data, may require large volumes of sample, and 
a reference sample for comparison.  Another method is 
to determine the ratios of two stable carbon isotopes, 
C–12 and C–13, in the methane.  Thermogenic 
methane tends to have more C–13 compared to C–12 
than biogenic methane as the microbes which produce 
methane prefer the C–12 to C–13.    In general, a 
methane / ethane ratio of less than 100 would suggest 
thermogenic gas and a value over 100 biogenic gas, 
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but it is not always that clear.   The primary 
difficulty with the analysis and interpretation of 
methane by either composition or isotope ratios is 
that after the gas is created it can be altered during 
the migration process.  This alteration affects the 
relative proportions and isotopic composition of the 
gases, thus making it more difficult to distinguish 
and identify a specific source.  As a guide, it may be 
possible to use a ratio to suggest the source of the 
gas- “ if the ratio of methane to ethane is 25, the 
source is thermogenic, but if the ratio is over 2500, 
then it is biogenic" (Mr. Bob Pirkle, President of 
Microseeps, Inc.), but between 25 and 2500 this is 
where isotopic analysis and gas composition analysis 
is critical. 

Methane Gas Concerns and Concentrations 

Just like radon gas, methane gas migrates naturally 
up through the soil, geological materials, and 
through the groundwater and into your home or 
well.  Some gas naturally enters houses through the 
foundation, which is why some homes can have a 
radon problem if the gas entering the home happens 
to have a relatively high concentration of radon.  
When your water well is pumped, the drop in the 
level of the water in the wellbore reduces the 
pressure within the formation and permits more gas 
to migrate toward the wellbore.  If the well is not 
properly vented and there happens to be substantial 
amounts of methane, the gas could accumulate under 
the well cap near the electrical connections for your 
well or the methane could enter with the well water 
and outgas in your home.   The US Department of 
the Interior, Office of Surface Mining, suggests that 
when the level of methane gas in the water is less 
than 10 mg/L it is safe, but monitoring is required at 
10 to 28 mg/L, and immediate action is needed 
above 28 mg/L.  At a level of 28 mg/L, the water is 
fully saturated with methane and it is likely that any 
air space in the well is at or approaching the LEL.  
The air and out-gassing methane, not the water, 
is now flammable. 

Based on a review of regulations and guidance from 
other states, the following are our professional 
recommendations related to suggested actions for 
your well depending on the level of methane gas 
detected in the water: 

< 2 mg/L – Make sure your well is fitted with a 
passive venting system using a vented sanitary 
well cap.  

> 2 to 7 mg/L – Monitor quarterly for one year and 
install a passive venting system using a vented 
pipe and vented sanitary well cap.  

> 7 mg/L to < 10 mg/L – Corrective Action is 
Needed! – Seek help from a professional. 
Install active venting and monitor quarterly for 
one year. Consider Isotopic Analysis – “Like 
fingerprinting the source of the gas.” Remove 
ignition sources - if the well is in a well pit or 
basement, corrective action is needed and you 
should seek guidance from a licensed 
professional. 

> 10 mg/L to < 20 mg/L –  Corrective Action 
and Additional Testing are Needed! – Seek 
help from a professional. 
Install active venting system, an in-home 
methane detection system, and a gas shroud on 
the pump.  If the well is very deep or deeper 
than the surrounding wells, it may be advisable 
to consider cementing the lower portions of the 
well (which could be another problem if most 
of the water in the well is entering the well 
from its lower section).  Monitoring and 
Testing - isotopic analysis with monitoring is 
recommended and the gases and gas 
concentrations should be tested multiple times 
during a year with at least one test under 
conditions when the greatest out-gassing is 
anticipated.  If there is natural gas development 
in your area, contact the PADEP and the local 
Natural Gas Company.  Seek help from a 
licensed professional ! 

Continued to page 13 
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> 20 mg/L – Immediate Corrective Action is 
Needed! – Seek help from a professional. 
Install active venting and active point-of-
entry treatment system, remove ignition 
sources, install a gas shroud on the pump, 
consider raising the pump,    and consider 
cementing the lower portions of the well.   
Monitoring and Testing – there should be 
real-time monitoring in the home and a 
treatment system, regular monitoring of the 
untreated water and treated water from the 
system, and isotopic analysis. 

It would be advisable to test for methane, ethane, and 
propane by a certified testing laboratory.  With respect to 
baseline testing, it would be wise to test for all three gases 
but if you’re on a budget at least test for methane and 
ethane and seek guidance from a professional.   

Note: Corrective action is recommended if the well is in a 
well pit or in the basement and the initial methane in water 
concentration is above 2 mg/L.   

When to Test for Methane? 

This is a common question and to be honest all we can say 
is that the level of methane in well water is controlled by 
many factors and conditions and it can be highly variable. 
If you want to test under the conditions most favorable to 
methane gas migration or leakage, it would be advisable to 
conduct testing when one or more of the following 
conditions exist: 

a. barometric pressure is low and soils are saturated; 
b. when snow cover is just beginning to melt;  
c. the ground is frozen or ice covered; or 
d. under long-term pumping conditions for the well when 
the well is experiencing the lowest dynamic water level 
and greatest drawdown. 

The variability in methane gas concentrations may require 
you to sample the well three to four times per year to 
establish a realistic baseline and provide some insight into 
background levels of methane gas.  You can visually 
monitor the quality of the water, if the amount of 
dissolved gases increase, i.e., if there are more bubbles 
and fizz, maybe it is time to check the water.   If you see 
foam, you would want to test the water for surfactants. 

Methane and Other Gases in Drinking Water and Groundwater continued from page 12 

Taking Action – Based on Your Level of Methane  

Level 1- Passive Venting: Methane Levels < 2 mg/L  
Passive venting could simply include checking the 
electrical connections at the top of the well and 
installing a vented sanitary well cap.  Wells should not 
be vented to a well pit, inside the home, or within any 
structure, but vented to the outside atmosphere. The 
well casing should extend at least 3 feet above the 
local flood stage for your area.    

Level 2 – Monitoring, Source Identification, and 
Passive Venting: Methane Levels 2 to  < 7 mg/L 

At this stage, a passive venting system should be 
installed.  At this level, the venting system would 
consist of a vented well cap using a vented piping 
approach.  The vent piping should have an inside 
diameter of 0.5 inches , extend 6 to 12 inches below 
the sanitary well cap, at least 12 inches above the well 
cap, and the end of the pipe that extends above grade 
should be turned down and fitted with a corrosion 
resistant fine screen.  The screen should have a mesh 
size of  25 mesh or less. The vent piping should use 
watertight connections that extend above flood level 
and local ignition sources. A screen is added so insects 
cannot enter or clog the pipe and the pipe is turned 
down to prevent precipitation from directly entering 
the well.   The well casing should extend at least 3 feet 
above the local flood stage for your area.    

Level 3 – Active Venting, Removing Ignition Sources, 
and Seasonal Monitoring: Methane Level 7 to < 10 
mg/L 

Because the level of methane gas in the well water will 
fluctuate as the water level in the well changes, it 
would be advisable to conduct seasonal monitoring to 
better understand the variation in the gas 
concentration.  In addition, this level of action would 
also include installing additional monitoring devices, 
an active venting system on the well, and an 
evaluation of the well to determine if a modification to 
the well would reduce the level of methane gas.  The 
main goals are to attempt to understand the natural 
variation in methane levels, provide a venting system 
that will ensure your family and home is safe, and to 
proactively manage the potential risk. At this 

Continued to page 14 
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concentration, the venting system should vent the gas 
above local ignition sources, above flood level, and 
above a human exposure level, i.e., at least 6 feet or 
more. 

At this time, it may be advisable to conduct an isotopic 
analysis to determine the likely source of the methane 
gas.  Isotopic analysis can determine if the source of 
the methane gas is from a landfill gas, sewer gas, 
biogenic gas, or thermogenic gas.  Isotopic analysis is 
a specialty test and costs approximately $ 450.00 to $ 
500.00 per sample.  The primary reason for testing the 
gas at this point is not just to document the 
concentration, but also to obtain some information 
related to the source of the methane gas.   

Note:  Any time the level of methane is at or 
greater than 7 mg/L - Contact- PADEP and the 
Local Natural Gas Company in Your Area – Under 
Oil and Gas Law- Section 78.89 – “When an 
operator or owner is notified of or otherwise made 
aware of a POTENTIAL natural gas migration 
incident, the operator shall immediately conduct an 
investigation of the incident”. 

Level 4 – Aggressive, Potentially Long-Term 
Treatment: Methane Levels > 10 mg/L to < 20 mg/L. 

At this level, it is most likely that a treatment system 
will be needed and it would be necessary to install 
intrinsically safe equipment, i.e., switches, pumps, 
fixtures, etc.  Intrinsic safety is a requirement that 
applies to devices that are being operated in areas with 
flammable gases or fuels. It means that the device is 
incapable of igniting those gases. In short, an 
intrinsically safe piece of equipment won't ignite 
flammable gases even if the unit is in a flammable 
environment.   Additional real-time monitoring 
equipment and a gas shroud should be installed around 
the pump.   

Before installing the treatment system, it would be 
advisable to complete a baseline analysis of the 
source, plus conduct additional water quality and 
wellbore analysis to evaluate the potential for 
modifying the well and aid in the design of the water 
treatment system.  Aeration or degasification is the 
primary way to eliminate the problem of methane gas 
in water.  There are a number of methods for venting 
the methane, which includes a vented tank, an air 
release valve, and an air separator.  Because elevated 

levels of methane gas may be associated with other 
water quality problems and atmospheric venting may 
introduce or facilitate bacterial growth it may be 
necessary to first vent the gas and then install secondary 
treatment systems.  In some cases, this may mean the 
treatment system may need to include some form of 
disinfection.  To maintain the removal efficiency of the 
methane reduction system and because of our cold 
climate, it may be necessary to put the treatment system 
in a climate-controlled space.    

Level 5 – Immediate Action – Aggressive Response, 
Mitigation and Long-Term Treatment: Methane Levels 
> 20 mg/L. 

An immediate response and action is needed.  At this 
level, it is likely the water has a number of aesthetic and 
safety issues and concerns and it may be advisable check 
if the water is also influenced by elevated levels of pH, 
ORP (oxidation/reduction potential), barium, strontium, 
chloride, iron, manganese, bromide, total dissolved 
solids, and other elements associated with saline 
water.   Your first response should be to contact the 
PADEP and the local Natural Gas Company so they can 
conduct an investigation and seek the advice of a 
licensed professional. 

Because a response at this level of methane gas is very 
site-specific, the following should only be used as a 
guide. 

1.   Seek advice from a licensed professional. 

2.   Conduct an assessment of the methane level 
in the water, space under the well cap, and 
methane level in the air in your home or 
other confined  spaces. 

3.   Mitigate any immediate hazards that could 
result in an explosion. 

4.   If possible, modify the wellhead to properly 
vent the gas and upgrade electrical 
connections to reduce the level of methane in 
the water to less than 7 mg/L. 

5.   This modification may include raising the 
well pump, installing a pump shroud, 
installing an active venting system, cement 
sealing a portion of the well, and any other 
modifications to make sure the well is 
properly and safely vented.  

Continued to page 15 
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6.   Conduct biological and chemical analysis to 
determine the source of the methane gas and 
general quality of the water. 

7.   If necessary, install a long-term treatment 
system.  This should include some type of 
aeration and degasing system.  Special 
precautions and additional testing will be 
needed if disinfection will be a component of 
the system.   

If the water is saturated with methane, i.e., > 28 mg/L, it 
may be advisable to retest the water/air using the IsoBag 
sampling method recommended by Isotech Laboratories, 
Inc. and conducting an isotropic analysis of the 
gas/water and seek the assistance of a professional. 

Well/ System Modifications 

The Gas Shroud - In some cases, well contractors have 
reduced or eliminated methane or other gas problems in 
the well by installing a gas “shroud” on a submersible 
pump. This involves placing a pipe or tube, often a thin-
walled plastic pipe, from the top of the submersible 
pump motor, a distance of 10 or more feet above the 
pump. The shroud is sealed at the top of the submersible 
pump motor below the pump intake. The top of the 
shroud is open and set below the pumping water level. 
Methane rises through the water column in the well, 
reducing the amount of methane in the water in the 
shroud. This method only works with 6-inch or larger 
diameter wells with standard well pumps, and wells that 
pump relatively small quantities of water at one time.  
Because the gas shroud may interfere with cooling the 
motor, this modification to your system should be done 
under the supervision of a licensed professional.  

Cementing – If the source of the methane gas is from a 
formation near the base of the well, it may be advisable 
to consider abandoning a portion of the well.  To make 
this decision, it would be advisable to have a copy of the 
well drillers log, so you have some idea of the type of 
rock units and location of water bearing zones; you 
don’t want to seal off the source of most of your well 
water.  For this option, it may be necessary to camera 
survey the well and use other tools to evaluate the 
change in water quality with depth in the well. 

Raise the Pump – If the well is deep and the pump is 
set near the base of the well, it may be advisable to raise 

the pump intake level.  It is likely that the amount of 
methane dissolved in the water will get lower as you 
decrease the water pressure in the borehole.  Do not raise 
the pump intake above its pumping level because you will 
then start to pump air along with the water (air bubbles in 
the water).   

Install a Dole Flow Control Valve- This modification 
has been successful in preventing gas locking in 
submersible pumps.  This modification would include the 
installation of a number of dole flow control valves to 
divert 1/3 of the pumped water back to the well.  In 
addition, the check valve would removed from the pump.  
The bypass, dole flow value, and check valve should be 
installed at least 20 feet above the pump.  The bypass 
should be located at a point where the water will cascade 
back to the well. 

Maintenance and Monitoring 

After you have taken the necessary corrective action, it 
will be necessary to maintain the equipment and monitor 
your drinking water quality.  If you hire a water treatment 
specialist, you may want to consider a licensed or 
approved contractor who is certified by the Water Quality 
Association (WQA) and someone that is using an NSF 
Approved Process or components.  For water quality 
monitoring, there is some self-monitoring equipment for 
this task.  You should also conduct an annual water 
analysis and annual assessment of your system. 

For more information, please do not hesitate to contact 
the Water-Research Center at bfenviro@ptd.net, 
http://www.bfenvironmental.com . 

Special Recognition 

We want to take this opportunity to thank Dr. Brian 
Redmond, Professional Geologist at Wilkes University; 
Mr. Burt Waite, Professional Geologist at Moody and 
Associates, Inc., Mr. Bob Pirkle, President of Microseeps, 
Inc.; Mr. Tom Reilly, Jr. , Reilly Associates for providing 
a technical review of this factsheet.  

 Our company accepts no liability for the content of this 
document, or for the consequences of any actions taken on 
the basis of the information provided.  This document is 
being provided as an educational and informational tool, 
but before you take action you should seek advice from a 
professional.● 
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Legislative Update 

Pennsylvania’s top environmental regulator is not just 
taking the EPA to task, he’s also got some choice words 
for Delaware officials. Department of Environmental 
Protection Secretary Michael Krancer blames the state 
of Delaware for holding up gas drilling in the northeast-
ern part of Pennsylvania, where the Delaware River 
Basin Commission has imposed a moratorium. 

Delaware, along with Pennsylvania, New Jersey, New 
York and the federal government all hold a seat on the 
Delaware River Basin Commission. The commission 
says gas drilling cannot begin within the river basin until 
the commissioners agree on new regulations. But the 
decision on those proposed rules has stalled, partly due 
to Delaware’s concerns about the environmental impacts 
of drilling. Pennsylvania has pushed the DRBC to open 
up Wayne and Pike counties to gas drilling. Secretary 
Krancer calls the delay “100 percent unadulterated polit-
ical.” He says Delaware has no reason to worry about 
water quality. 

“If you look at the map, you’ll see that Delaware draws 
zero water, for drinking water, from the Delaware 
River,” Krancer told StateImpact. 

 “So when you peel back the onion,” says Krancer. 
 “You see that it’s 100-percent political, in terms of 
Delaware.” 

But Krancer’s equivalent in the First State, the head of 
Delaware’s Department of Natural Resources and Envi-
ronmental Control, says both New Jersey and New York 
are just as cautious as Delaware, when it comes to 
drilling. DNREC Secretary Collin O’Mara says it’s 
Pennsylvania that’s acting out against the wishes of the 
other members on the Commission. 

“All other states disagree with Pennsylvania,” says 
O’Mara. “They all agree that we should have a science 
based, rigorous regulatory regime because the conse-

Krancer Calls Delaware’s Stance on Drilling “Political” 
By Susan Phillips 

quences of failing to do it well could be devastating 
for years to come.” 

O’Mara calls Pennsylvania’s gas drilling regulations 
“cavalier.” New Jersey does not lie above any signifi-
cant shale deposits, so no drilling is planned in that 
state. New York has its own moratorium in place 
while it works on establishing its own regulations. 
O’Mara says in the meantime, New York wants the 
DRBC to delay voting on any gas drilling proposals. 

“Protecting public health and insuring clean water is 
not a political issue,” says O’Mara. 

O’Mara says the consensus among commissioners is 
that a more rigorous regulatory framework should be 
in place, than the one that currently exists in 
Pennsylvania.● 

Participate in the Citizen Groundwater Database 
and the PA Private Well Owner Survey -  

It is FREE and it Will Help to Make A Difference. 

Water-Research.net - Website Dedicated to Information for Private 
Well Owners,  

Evaluation of Water and Wastewater Treatment Systems, and 
Education/Outreach Programs - We Need Your Help to Spread the 

Word! 

For the past 20+ years, I have been conducting water quality 
analysis, baseline testing, and conducting education programs 

for the citizens of Pennsylvania.  Even though our groundwater 
resources are one of our most important assets, there is limited 
data on the quality and quantity of regional groundwater. While 
working at Wilkes University, I helped establish the formation 
of a "Citizen" Groundwater and Surfacewater Database.  Even 
though I no longer work full-time at Wilkes University, I am 
working with Dr. Brian Redmond and Dr. Sid Halsor on the 

development, formation, and creation of this community tool.  
This regional  water quality database is an unbiased warehouse 
of water quality data that is supported by fellow "Citizens" of 

this Commonwealth.   After reviewing this information, I 
would hope you will take action and support the Citizens 

Groundwater and Surfacewater Database and Contribute to the 
PA Private Well Owner and Watershed Survey. 
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Natural Gas Industry Looking at Possibility 
of Using Coal Drainage instead of Fresh 

Water 

By Deanna Garcia 

A report issued by the RAND Corporation finds that using 
abandoned mine drainage for hydraulic fracturing gas wells 
could be employed more frequently in future development, 
thereby lessening the burden on fresh water supplies. The 
report, funded by the Marcellus Shale Coalition, concludes 
that drainage from closed mines is plentiful, and the 
technology to use it is feasible. 

“This is water that is actually harmful for the environment, 
it’s flowing into streams. Instead of using fresh water that’s 
perfectly good, you take the coal mine drainage and use that 
instead for the process of hydraulic fracturing,” said Aimee 
Curtright, a physical scientist with RAND and lead author of 
the report. 

It was previously thought that water used for fracking had to 
be as pure as possible, but increasingly, developers are using 
lower grades of water. Curtright said mine waste water may 
be more readily available to drillers. 

“A lot of these mine sites are close to drilling areas, so you 
don’t have to move water very far in order to use it, so that’s 
another piece of the technical puzzle,” she said. 

All Water is not Equal 

But there is a lot of variability in the properties of the mine 
drainage. Some of it is acidic, some isn’t; different bodies 
have different levels of minerals dissolved in them; some of 
the water can be used with little or no treatment, while some 
may require lots of treatment. 

Plus, there are some regulatory concerns on the part of 
drillers, namely, whether or not they’ll be held responsible 
for the waste water from closed or abandoned mines. 

“The Pennsylvania Department of Environmental Protection 
is actually in the process of figuring out how to get around 
these regulatory hurdles without removing necessary 
regulation, but also enable companies to do this in a way that 
doesn’t make them responsible for past environmental sins,” 
said Curtright. 

The main takeaway from the report, said Curtright, is that the 
technology exists and it may be feasible to use, but there are 
still many questions that need to be answered before the 
waste water can be used for fracking on a large scale.● 

Compressor Stations are Essential 
to Production 

By Zack Needles / The Legal Intelligencer  
 
The Commonwealth Court has ruled that the operation 
of a compressor station falls within the definition of 
"gas production" as used in a township's zoning 
ordinance, and thus cannot be banned by a township in 
areas where gas production is otherwise permitted. 

The ruling could be an important one as Pennsylvania 
municipalities seek to control certain aspects of 
Marcellus Shale-related natural gas development. 

A three-judge panel led by Judge Mary Hannah Leavitt 
reversed McKean County Common Pleas Senior Judge 
William F. Morgan's ruling, which affirmed an order of 
the Bradford Township Zoning Hearing Board that held 
that a compressor station was not a permissible use in 
the township's "forest, slope and residential district" 
despite the fact that oil and gas production is allowed 
there. 

Judge Leavitt said a compressor station was necessary 
to move gas from the wellhead to a pipeline in order to 
be carried away from the site, and was therefore a 
component of "gas production" under the 
township's zoning ordinance. ● 
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Pennsylvania Democrats Attack Act 13, 
the Impact Fee 

       By Pierre Bertrand, International Business Times 
 
In a state where natural gas drilling has ignited a furious political debate, Democrats have launched an attack on the 
state's most recent law aimed at regulating natural gas development. 
 
The act, which took effect in mid-April, instituted a 14-year state impact fee for natural gas drilling, and put in place 
standardized regulations which municipalities decried as a violation of their own zoning rights.  
 
Now, the Marcellus Compact, a six-bill legislative package, authored by representatives Frank Dermody, Matt Bradford, 
Phyllis Mundy, Rick Mirabito, Steve Santarsiero and Mike Hanna, intends to give municipalities their zoning rights 
back, enact tougher environmental standards, ensure gas companies pay "a fair" impact fee for drilling in the state, and 
ensure a tax structure is in place to stimulate companies to hire local Pennsylvania workers.  
 
Under the current Act 13, a well producing more than 90,000 cubic feet of gas per day could have to pay as much as 
$60,000 in fees during the first year, but see annual fees drop as low as $5,000 by the year 14. 
 
Under the compact, companies would have to pay $75,000 per well and have their fees drop by $5,000 each year until 
year 14. From then on, companies would have to pay $10,000 a year per well. 
 
The compact will have a tough time passing the Republican-controlled House.● 

New Tax Already Rising 

Technology lets drillers get more with less 
By Erich Schwartzel / Pittsburgh Post-Gazette 

Drilling companies operating in Pennsylvania appear to be doing more with less. 

Even as the amount of natural gas produced in the Keystone State quadrupled between 2009 and 2011, the 
number of actual wells fell as drillers used new technology to extract more gas from a single rig, according to a 
new study by the U.S. Energy Information Administration (EIA). 

Prior to 2009, thousands of vertical -- or "conventional" -- wells across Pennsylvania produced about 400 million 
to 500 million cubic feet of gas per day, according to the study. Two years later, with the boom in full swing and 
horizontal drilling the common technique, the state produced about 3.5 billion cubic feet per day. 

The preference for horizontal drills was starkly seen in 2011: almost 2,000 new horizontal wells were drilled, 
whereas only about 500 vertical wells were started. 

The study also offered some insight into drilling trends for 2012. Low natural gas prices -- and the lure of more 
lucrative gas in Ohio -- have already prompted a year-over-year slowdown in the number of Pennsylvania rigs. 
In the first quarter of 2012, drilling started on 618 new gas wells, down from the 700 seen during the same 
period last year. 

But the focus of that new development also reflects a shifting commodity market that prefers oil and natural gas 
liquids: 263 wells were drilled seeking a combination of oil and natural, up from the 164 that sought the oil-gas 
combo last year. 

Researchers at the EIA said the trend toward liquids-rich parts of the shale is also seen in more developed 
formations such as the Barnett and Eagle Ford shales in Texas.
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NARO-PA Northeast Region is holding its 1st “coffeehouse” 
membership meeting! 

 
Place:  Elk Lake American Legion, Gardner Warner Post 154 
  14515 Elk Lake Road (SR 3001), Montrose, PA, 18801  
 
When: Wednesday, June 13, 2012 @ 6:30 pm 
 

NARO-PA members in any of the northeast counties are encouraged to attend for a casual 
discussion of issues facing natural gas royalty owners.  

No schedule or planned program. Just open discussion where you voice the topic. 
 

A chance to meet other NARO-PA members in your area & brush-up on current issues. 
 

Bring at least 1 neighbor to introduce them to NARO-PA. We need to build our coalition in order 
to make a bigger difference. 

 
Dinner setting at a restaurant with fantastic food! NARO-PA will provide snacks & coffee, but 

plan on ordering food & drinks…Wednesday is clam & wing night! 
 

Kindly RSVP to pennroar@yahoo.com & let us know you’re coming. 

NARO-PA News & Events: 
 

 

Cast Your vote 
 

NARO-PA Board Member Election 2012 deadline is fast approaching 
 

NARO-PA Members will be receiving ballots in the mail in the next week. 
 

Please return the completed ballots to Tulsa by June 15, 2012 
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Why Join the National Association of Royalty Owners Pennsylvania Chapter? 

By: Daniel Simonsen, NARO-PA Northwest Regional Board Member & 
Trevor Walczak, Vice-President, NARO-PA 

The mission of NARO is to encourage and promote exploration and production of minerals in the United States while 
preserving, protecting, advancing and representing the interests and rights of mineral and royalty owners through education, 

advocacy and assistance to our members, to NARO chapter organizations, to government bodies and to the public. 

1. Strength in numbers for the rights of royalty owners. Ever notice how much everyone talks about “special interest groups” and their 
influence? As mineral owners, we all have rights that are being compromised by environmental activists, our local, state and federal 
governments and sometimes, though rarely, even the gas companies we’ve partnered with. As individuals we may not have much influence, 
but together, we can protect our rights.  

2. What you stand to lose is far greater than the cost of membership. More than any time before, this administration in Washington D.C. has 
had the oil and gas industry in its crosshairs. Tax deductions available to royalty owners, like the Depletion Allowance, have been at the top 
of the chopping block year after year. Capital gains rates, the rate at which royalty income is taxed, has also been proposed to be doubled, 
from its current 15% rate, in the government’s war on prosperity. NARO lobbies in Washington D.C. on a regular basis to keep these 
provisions and rates where they belong. We have been successful since we represent thousands of mineral owners. We are engaged and we 
are voters, but we need to keep the pressure on.  

3. Access to a statewide and nationwide network of like-minded folks dealing with the same issues you deal with as a royalty owner. 
Compare experiences. Learn what questions to ask when you are approached by company representatives. Expand your knowledge of 
operations from just your neighborhood with one company to learn about operations state and nationwide with many different operators and 
to understand how companies are dealing with other mineral owners. 

4.  Keeps you current on the issues. The Pennsylvania Chapter publishes a bi-monthly e-newsletter, the Pennsylvania Royalty Owners Action 
Report, otherwise known as PennROAR. Read in-depth analysis of legislation, court cases, industry news, tips on leasing, and how it all 
affects you as a mineral owner. The national association publishes a monthly magazine which summarizes the events happening in every oil 
and gas producing state with a NARO chapter and includes great estate planning tips and topics of interest.   

5. Access to professional expertise: legal, financial, tax, natural resource management, oil and gas industry, government, and more… 
NARO-PA has great professionals who all volunteer their skills to bring our membership the best information needed to maximize their 
mineral estate.   

6. Practical education. The state and national conventions provide the most intense learning opportunity out there for mineral owners. 
Conventions consist of multiple days of presentations covering the most up-to-date topics from the top experts in the field. Conventions are 
in great destinations suitable for family vacations. Often, NARO-PA hosts regional town hall meetings where newcomers can get a taste of 
what NARO-PA membership is all about.  

7. Socially enjoyable. The state and national conventions are also the best place for meeting like-minded individuals, sharing stories, and 
making life-long friends in great vacation locations. The national convention has even been referred to as feeling like a “family reunion” 
since many mineral owners have attended for ten and twenty years. Many NARO members are now even passing the membership torch to 
the next generation of mineral managers in their family. We hope our state chapter conventions begin to take the same form.    

8. Professional Education through the Certified Mineral Manager program. The CMM program offers unique educational opportunities and 
credentials for those individuals wishing to improve their mineral management skills for personal or job-related use, including those who 
wish to provide such professional services to others. The program is administered by the NARO Foundation and is available at two levels of 
study: the Associate and the Professional level. The Professional Level Certification is structured for the individual who is currently, or plans 
to be, involved in any aspect of management, administration, or development of oil and gas properties.  

9.  Tax deductible. Do you have your mineral estate in a corporation? If so, NARO membership is a tax deductible expense. Even expenses 
from attending the conventions apply!  

10.  Find the right balance of environmental regulations. The Marcellus Shale boom has exposed many shortcomings in current Pennsylvania 
oil and gas law. Proposed revisions to these rules range from practical regulation to veiled attempts to shut the entire exploration and 
production down. Big regulatory changes are on the forefront, like the expansion of Conservation Law to the Marcellus. NARO-PA will be 
at the front of this debate representing the rights of the often overlooked mineral owners, but we need your help in building this organization 
up.•    


