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Good afternoon. My name is Rebecca Burke, and ¢lzear of the Lycoming County Board of
Commissioners. | also serve as chair of the Asseissand Taxation committee of the County
Commissioners Association of Pennsylvania (CCAPR)yall as co-chair of the CCAP Natural Gas Task
Force. Joining me today is CCAP Executive Dire€@oug Hill. The CCAP is a non-profit, non-partisan
association providing legislative and regulatopyresentation, education, research, insurance,
technology, and other services on behalf of athefCommonwealth’s 67 counties.

| want to thank Representative Mirabito and Repregaye Hanna for the opportunity to give the House
Agriculture and Rural Affairs Committee the coustiperspective on Clean and Green as it relates to
oil and gas, and windmills, as well as local revefrom natural gas.

CCAP testified before this committee last sumnmaidating our support for an amendment to the
Clean and Green statute that would allow prefeafintassessed lands to be used for oil and gas
development, but would clearly define when a chasfgese has occurred that would cause part of the
tract to be ineligible for preferential assessmanthat time, we talked about existing languagém

law allowing Clean and Green lands to be leaseddtitowers, with rollback applied on the leased
portion and fair market value adjusted accordinBheferential assessment for the land that iseasdd
is not affected.

At the time, we identified the cell tower languagea model, but we have continued to flesh oukthes
discussions among our CCAP policy committees aadd§sessors Association of Pennsylvania
because, while it is a starting point, the tworaly very different. In the case of oil and gasge
amounts of land are leased for the right to acttessninerals below. And, particularly in the cage o
Marcellus wells where horizontal drilling occursyfaices of entire properties may not be disturbed,
the land above can continue to be farmed while ralaare extracted from the earth below.

Some counties in Pennsylvania have moved aheatttess this issue under the parameters of the
existing law. Their reasoned and defensible appraaconsistent with the statute today — thatat &
violation occurs when the land is leased for a cenunal purpose. Obviously, rollback penalties are
significant when entire properties are re-valueskldaon their fair market value rather than thegr us
value. Bradford County is one of the counties trest been actively enforcing Clean and Green as it
stands today. When they issued their first viotaiacommissioners report that all rollback pensltie
were paid on time, and that in more than 75% oésathe rollback was paid by the company who had
leased those preferentially assessed propert@sviglop oil and gas.

However, most of Pennsylvania’s counties have nmted forward to enforce the existing law,
anticipating that the General Assembly would amsedaw to make it more fair for property owners.
A majority of our members believe that where laoas continue to be used used, uninterrupted, for
agriculture, agriculture reserve and forest resegh@se lands should maintain in preferential
assessment. Consequently they have hesitated te fovard while this issue is under discussion, and
in a demonstration of their willingness to conttito this conversation, the members of CCAP made
Clean and Green a priority issue for 2009.

There are two bills that have been introduced énHbuse to address oil and gas on Clean and Green
lands which have been referred to this Committest,FHouse Bill 208 sponsored by Representative
Godshall, allows portions of Clean and Green lanblet used for oil and gas drilling and extractiomt
maximum of one acre. We do not believe this biresents an appropriate solution, because acreage
caps, such as the one in place for cell towersnammpatible with oil and gas operations. Unliledi
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tower sites, the size of the affected area foribor@as site can vary considerably, and it iscesvable
that there could be multiple wells on any property.

House Bill 1394 was recently introduced by Represtere Houghton. We believe that this bill has the
fundamental components of a workable solution caigih we oppose it as drafted. Its strength isithat
addresses oil and gas, as well as the extractionadfoed methane. Loss of preferential assessament
roll-back taxes would be imposed on land assocmaidddevelopment of these resources, including
appurtenant facilities such as roads and compresatons. Fair market value would be adjusted on
portions of the land, not the entire preferentiakhgessed parcel. There are no acreage caps séeatlin
the provisions are applied to the areas that dwabhyg disturbed.

That said, we do have several differences of opimiith HB 1394 and we oppose this legislation as
currently drafted. First, we believe that loss fprential assessment should be applied to arsy are
disturbed for oil and gas development, not justatea that ultimately cannot be restored. From an
equity standpoint, even though part of the well pand eventually be restored, the land has stithbee
used for activities that violate the spirit ancemit of the Clean and Green covenant.

Therefore we believe that the entire area impalyedrilling, as identified by the erosion and
sedimentation plan, should be violated with lospreferential assessment and rollback imposed. The
E&S plan would define the area for which violatisrapplied and value is adjusted. Ultimately, & th
land is restored, and the surface owner subsequenttirns the land to a use that qualifies for
preferential assessment under Clean and Greenthtagrortion that is restored to an eligible use loa
re-enrolled. This approach is also supported byAtsessors Association of Pennsylvania.

We also oppose language in HB 1394 that appegmotobit counties from assessing rollback penalties
on wells that are in existence prior to the effectiate of the act. To explain, we need to diffeata

two circumstances the bill addresses. The firgthere the well existed prior to the land being #ad

in Clean and Green. We can agree that the protmb#igainst a look-back on these sites is apprepriat

The second circumstance is the one where our éisagnt lies. This is the situation where the county
felt it unfair, despite the clear requirement af Jdo violate the entire parcel for the violatidrhe bill
appears (at least by the sponsor’s descriptiopjawent these counties from using the provisionsef
bill to equitably violate the well site if the wed in place prior to the act’s effective date.isTpenalizes
counties that have been diligent in holding off édegislative solution that will result in greafairness
for landowners, and it is also unfair to landown&®oponents argue that counties cannot look back
indefinitely to impose rollback and fair market walon well sites that have been in existence fong
time. Although we do not have a specific suggestoatay to address this concerns, it is significant
we are willing to work with the bill's sponsor orcampromise.

We have been asked to address House Bill 984, vd@als with windmills on Clean and Green
property. Similar language is contained in HoudeIE894. We support House Bill 984, with one minor
change, suggesting that the language requiringsaikity is not necessary and should be deletewh fr
the legislation. Otherwise we agree with its prmrns, which require rollback and market value to be
adjusted on the plot actually leased for a windraitid the reminder of the property that is notdeas
retains preferential assessment.

Finally, we would like to address our overarchintgrest in local revenue from Marcellus shale. My
colleagues and | have approached the Clean anch@®ee for oil and gas in a manner that may seem
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counter-intuitive from a revenue perspective. Aitieaily rollback taxes on entire properties leased f
oil and gas development would generate significem¢nues for counties, municipalities, school
districts, and also the farmland preservation mogrThere is a need for local revenue from oil gasl
development, but we are advocating a more equitgijpeoach. Counties’ oil and gas assessment
priority, embodied in House Bill 10, will reduceetburden on existing property taxpayers, and imgrov
tax equity in Pennsylvania.

Counties are responsible to maintain the assesswientand in doing so assess all categories of
property, including residential, commercial, taxegpt and mineral property. In 2002l mdependent
Oil and Gas Association v. Fayette County, the Supreme Court ruled that counties cannot asskeand
gas, because the ability to assess these minsnadd specifically granted in the county assessmhasnt
Since that time, oil and gas interests have beespasy taxation. This was a major change to the
assessment system, because prior to the courialeasunties have a long history of assessingrail
gas, as documented by court cases from the eadl§s19

Counties have sought legislation to reverse th@&ue Court ruling from the time of the court
decision. However, the matter now takes on newnages oil and gas development rapidly expands.
The industry brings economic development and jabd,represents an area of potential growth in a
time of economic slowdown. Counties are excitedualize opportunities, but these benefits are atso n
different from what small local businesses anddargrporations from inside and outside Pennsylvania
bring to the state’s overall economy. Whadlifferent is that all of these other businessregges pay a
share of the property tax, whereas the oil andrghsstry does not because the Supreme Court has
created a legal loophole that currently allows therbe exempt from this responsibility.

Any time one segment of property is excluded framation, the burden of provision of local
government services falls to the remainder of &xpayers. The fundamental basis of the property tax
system is that everyone who owns property — whethendividual, a retailer, a mineral producer, a
manufacturer — is a member of the community antveebenefit, directly or indirectly, from that
community. Property taxes are one mechanism teegha fiscal cost of providing core community
services, in some nominal proportion to the abtlitypay. As the law stands today, all other prgper
owners are carrying the tax responsibility thattdtidoe borne by for-profit oil and gas developers.
Simply stated, our efforts are about assuringafiiatnd gas producers pay their fair share of the
property tax.

CCAP argues that the Supreme Court’s decisionfaiuto residential and commercial property
owners, as well as developers of other mineralsidiicg coal and limestone, all of which contribate
share to the local property tax base. The issoaesof fairness, equity, and of oil and gas comgmni
paying their fair share. Local residents and busses, including farmers who already bear a largeesh
of the property tax burden, should not be forceshtoulder an inequitable portion of the tax burdea
to what counties believe to be an errant courhguliWe would ask the members of the committee to
support restoration of oil and gas assessment.

Thank you for your attention. If you have any qiest, Doug and | would be happy to answer them.
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