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Executive summary

he global oil price war, demand reductions Already, flaring and venting of natural gas add
resulting from the coronavirus outbreak, to global warming pollution and waste the state’s
and the industry’s mountain of debt have valuable energy resources.

left Texas oil and gas companies in crisis. But

S e * Burning or venting natural gas, which consists
even before the crisis, oil and gas drilling in Texas g § 535,

posed dangers to the environment and public primarily of the powerful climate pollutant

. methane, contributes to global warming.
health. Any response to the current crisis by the ’ g §

Railroad Commission (RRC) and other state e Flaring has increased fourfold since 2010 in the
leaders should recognize the underlying risks cre- U.S. due to the shale boom.!
ated by oil and gas production and move toward

correcting them. * More than 10 percent of flares in the Permian
Basin were malfunctioning during a recent survey,
The RRC’s Blue Ribbon Task Force for Oil including 5 percent of flares that were not even
Economic Recovery is ill-suited to respond to the lit, resulting in direct releases of methane to the
full range of problems involving the oil and gas atmosphere.?
industry in Texas because the task force is focused
on the industry’s shortterm financial challenges. * The price of gas has been so low that some produc
The task force is ignoring the industry’s long- ers have been reluctant to pay pipeline operators to
term financial challenges and the environmental carry gas to market.” Instead, they have flared and
and public health harm it causes the state and vented gas. If energy demand remains weak over
its residents. It is in the best long-term interest of a prolonged period, low gas prices may lead more
Texas for the RRC to recognize these problems operators to prefer flaring.

and begin to create a plan to address them. That Texas’ existing backlog of orphan wells creates a

mean 1 k ign a man . . . .
eans the RRC should seek to design a managed risk to the environment. A potential wave of oil

decline for the industry that helps transition the company bankruptcies could swell the number of

state to clean energy sources and reduces environ- . ) 1.
gy wells the state needs to deal with, without providing

mental and health damage from the remaining adequate funds for cleanup

activities of the petroleum industry.
* Wells that are no longer producing are supposed to

Existing environmental and public health threats be plugged. If an operator goes bankrupt, its wells

from oil and gas production, transportation and s
gasp ’ P become orphans and the responsibility falls to the

storage may be exacerbated by the current crisis.
g Y Y state to plug them.
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e Unplugged wells leak methane, adding to climate
pollution, and can pollute groundwater.*

* Though Texas has more than 6,000 orphan wells,
the state plugged only 1,700 wells in 2019.° The
RRC acknowledges that the number of orphan wells
may increase as oil companies fail, as has happened
in past downturns.®

* The bonds obtained by well operators to cover the
cost of plugging wells in case they go bankrupt fall
far short of covering the state’s costs. In fiscal year
2015, bond money from oil and gas companies that
went bankrupt covered less than 16 percent of what
the RRC spent plugging wells.”

Texas oil producers are pumping more oil than they
can sell and the state’s major storage facilities are
close to full.® New storage options are risky because
they could lead to water pollution.

* Until recently, the only legal way to store large
volumes of oil underground in Texas was in
salt formations, which are unlikely to pollute
groundwater.’

* The RRC recently decided to allow oil storage
underground in locations other than salt formations,
such as productive or depleted oil or gas reservoirs.'°

* Many of these untested storage options overlap with
aquifers that provide drinking water.!!

The environmental damage, threats to public health
and economic vulnerability of the oil industry mean
that new infrastructure projects make little sense.

* Texas began the year with more than 200 fossil fuel
projects planned or under construction, including
projects that would build or expand 17 oil and gas
terminals, 20 refineries and 73 pipelines.!?

* The state’s planned, under construction or recently
completed oil and gas infrastructure projects would
result in an emissions increase of at least 179 million
tons of carbon dioxide equivalent (CO,e) by 2030,
according to a 2020 University of Texas study.!”

* Qil and gas infrastructure threatens Texas’ wilder-
ness and wildlife. For example, the currently
under-construction Permian Highway Pipeline
cuts through the habitat of the golden-cheeked
warbler, an endangered songbird species
that nests only in Central Texas’ oakjuniper
woodlands."

¢ Other threats include oil spills from pipeline
ruptures or storage facilities that can significantly
damage aquatic ecosystems.

It is in the best long-term interest of Texas for the
RRC to begin to create a plan to address these
problems. The RRC should not use the current
crisis as a reason to extend or expand damaging
practices and infrastructure. The RRC should:

* Stop granting flaring permits except for health
and safety reasons, stop granting exceptions that
extend existing flaring permits, improve monitor-
ing of flaring and methane pollution to ensure
that a crackdown on flaring does not lead to
more venting, improve flaring data collection and
separate out data on flaring and venting, enforce
existing permits on flaring, and adopt a formal
policy goal to end routine flaring by 2025.

¢ Reduce the problem of orphan wells by ensuring

that companies plug wells promptly after they quit
producing, tightening the standards that define
what constitutes an “inactive” well, and accelerat
ing the rate at which orphaned wells are plugged.
To help accomplish this, the RRC should increase
permitting fees. The legislature should increase
bonding requirements and transfer existing RRC

appropriations to supplement the RRC’s cleanup
fund.

* Reverse its earlier decision on oil storage and
prohibit oil storage in locations that were previ-
ously deemed unacceptable.

e Work with other state agencies to halt construc-
tion on infrastructure projects currently under-
way and reject all new proposed projects.

Executive summary



Introduction: The oil industry
has long-standing financial
and environmental problems

ong before a recent international price Oil and gas infrastructure has high up-front

war and the coronavirus pandemic caused capital costs, which producers have financed

the bottom to fall out of the oil and gas with borrowed money. Relying heavily on debt
market, the oil industry was creating a financially as a part of their business model, fossil fuel
precarious situation for itself. companies put themselves in an unsustainable

Photo: Robin Michals
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Flares burn near homes in Coyanosa, Pecos County, in January 2020.
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financial position even before the recent crisis.!”
A March 2020 report by the Institute for Energy
Economics and Financial Analysis found North
American shale companies held at least $106 bil-
lion in long-term debt at the end of 2019 and had
lost $2.1 billion in free cash flow that year alone.'
Payments for that debt are now coming due:
North American oil exploration and production
companies have $86 billion in debt payments that
will be due from 2020-2024." Pipeline companies
will own $123 billion more."® From 2015 to April
1, 2020, 215 North American oil companies filed
for bankruptcy. Seven filed in 2020 alone, with
many more claims expected to come."”

Even as companies were taking on debt, oil prices
were falling. Prices collapsed in 2016.%°

This spring, Russia and Saudi Arabia engaged in
a price war that caused prices to fall even further.
Shortly thereafter, the coronavirus pandemic
started, demand for oil plummeted, and prices
dropped below $0 in April for the first time in
history.?! Producers are losing billions in income,

as turning a profit requires oil prices above $40 a
barrel.?

In addition, investors are beginning to show con-
cern about the environmental impacts of the oil
industry. In the past 12 months, multiple leading
investors and firms such as BlackRock, Goldman
Sachs and the European Investment Bank have
announced their move away from fossil fuels as
demand for clean energy continues to rise across
the country and the fight against global warming
continues to grow more urgent.?

The industry’s financial troubles aren’t the only
long-term problem. The oil industry also damages
the climate, pollutes water, creates air pollution,
and destroys Texas’ beautiful places. Many of the
costs created by the industry are borne by the
public, and cleanup expenses are often shifted to
taxpayers.

The oil industry struggled financially long before
this spring; oil and gas development faces long-
term problems unrelated to the latest global nego-
tiations or disease. The industry is clearly broken.
The state should not use this current crisis to
prop up a fiscally and environmentally unsustain-
able business. Now is the time for bold action to
address not just the financial problems facing the
industry, as the RRC is seeking to do, but also the
environmental and public health aspects.

Introduction
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Pressing environmental
and health threats from
oil and gas production

il and gas drilling, production and trans-

portation create a host of environmental

and public health problems. The current
challenges of low demand, low prices and the
coronavirus pandemic may increase the industry’s
negative impacts in Texas.

Increased flaring and methane venting

Wells typically produce both oil and gas. If the com-
pany operating the well is interested only in produc-
ing oil, the gas is an unwanted byproduct to be dealt
with. Well operators can send this gas into a pipeline

to send to market, or burn it off onsite through a flare

if pipeline infrastructure is not available. Too often
in Texas, however, operators rely on flares despite the

Photo: Sean Hannon via Shutterstock

Natural gas flaring is widespread in the Permian Basin,
damaging the environment and public health.
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availability of pipelines, use flares that only partially
burn the gas before releasing it, or directly vent
uncombusted methane to the atmosphere. This is
bad for the climate and public health, and is a waste-
ful use of Texas’ fossil fuel resources.

Methane, the primary component of natural gas, is a
powerful greenhouse gas that causes 84 times more
warming over 20 years than the same amount of
carbon dioxide.?* Burning methane in a flare reduces
its global warming impact because the combustion
byproducts are primarily carbon dioxide and water
vapor, which contribute to climate change, but less
powerfully. This means that the climate damage
from oil production is much higher when companies
vent methane.

Flaring natural gas also creates air pollution. Flaring
releases volatile organic compounds, carbon monox-
ide, sulfur dioxide, nitrogen oxides and other pol-
lutants.”” Flaring from shale wells in Texas produces
as much nitrogen oxide pollution as three coal-fired
power plants.? This pollution contributes to smog,
which can make it harder to breathe, trigger asthma

attacks and cause chronic lung problems.*’

The practice of flaring also wastes the state’s fossil
fuel resources. Gas that is flared or vented is lost

to the atmosphere and cannot be used for energy.
Historically, the RRC’s concern about waste led it to
severely limit flaring.?®

However, the amount of flaring has increased four-

fold in the U.S. since 2010 due to the shale boom.”
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The image on the right shows methane spewing from an unlit flare, which is invisible to the naked eye, in Reeves County.

Natural gas flaring and venting is especially common
in the Permian Basin. There, oil companies burned
nearly 300 million cubic feet of methane in 2019.%°
That much gas could provide electricity to 7 million
homes for a year.’! Worse, many companies in the
Permian Basin operate faulty flares that only partially
burn natural gas and release methane directly into the
atmosphere.’? Surveys of flares in February and March
2020 found that more than 10 percent of flares were
malfunctioning, including 5 percent of flares that were
not even lit.”

Several factors contribute to the problem:

 Gas production has increased faster than demand,
driving down prices.

* Low gas prices leave some producers reluctant to pay
pipeline operators to carry gas to market.** Instead,
they have flared gas and continued drilling for oil,
despite a supply glut.

* As energy demand weakens due to the coronavirus-
related economic crisis, low gas prices may lead more
operators to prefer flaring or venting — even, in
some cases, when those wells are connected to a gas
pipeline.* If, however, oil production declines due
to a prolonged period of low demand, as projected
by one analysis, then less gas would be produced
as a byproduct and flaring and venting could also
decline.*

* The RRC approved 27,000 permits for flaring
from 2012 to 2019, even though state law discour-
ages flaring.’?

* The RRC has also extended permits for flaring
beyond their original six-month period.*® Some
permit extensions have been for as long as two
years.

A subset of oil producers is responsible for a
disproportionate share of flaring. For example, in
the Permian Basin a few relatively small producers
flare a large share of their gas, while 13 of the 15
largest producers flare less than 5 percent.”

The result of these influences is that Texas oil pro-
ducers are flaring and venting large amounts of gas,
adding to climate pollution, increasing air pollution
and wasting a valuable state resource.

More orphan wells that require plugging

When a well no longer produces sufficient oil or gas,
the well operator is supposed to permanently plug it
to prevent methane leaks and to protect groundwater.
However, wells become orphaned when operators go
bankrupt and walk away, leaving them for the state
to plug. Texas already has thousands of orphaned
wells that need to be plugged, and if the current crisis
forces hundreds of oil and gas operators into bank-
ruptcy, as one study predicts, many more wells may

Pressing environmental and health threats from oil and gas production 9



soon become the state’s responsibility.*’ In past down-
turns, the RRC has had to deal with a surge of orphan
wells.*!

Orphan wells add to climate pollution and are a threat
to water quality as both gases and liquids can escape
through faulty well casings and through fissures in rock.
They can also reach the surface through the borehole.
Unplugged wells leak methane, a major contributor

to global warming, at 5,000 times the rate of plugged
wells.? Wells that have not been properly closed can pol-
lute both groundwater and surface water. From 1993 to
2008, orphaned wells contaminated groundwater at 30
sites in Texas.* Often, such contamination can be hard
to detect. For example, a well in Scurry County leaked
brine into the region’s aquifer for 22 years before being
discovered.** Unplugged wells can also pollute surface
water. For example, the brackish water that flows from
an orphaned well to create Boehmer Lake in West Texas
contains toxic levels of salt, killing all vegetation it comes
into contact with.¥ An artificial water body like this

can create a sinkhole, threatening groundwater supplies
below and creating a threat to public safety by undermin-
ing seemingly solid ground.

Thousands of inactive wells could require plugging by the
state if the companies that own them go bankrupt.

10 A Cleaner Path for Qil in Texas

Although Texas has more than 6,000 orphan
wells, the state plugged only 1,700 wells in 2019.#
In addition to orphan wells, there are more than
130,000 inactive wells in the state.” The RRC
recently allowed companies to delay plugging
nonproducing wells, a move that it hopes will help
financially struggling companies — but could also
increase the subsequent wave of orphan wells.*
As oil and gas companies go bankrupt from

the current crisis, thousands more wells could

be orphaned and require state-funded cleanup.
According to one estimate, low oil prices could

cause hundreds of companies to declare bank-
ruptcy by the end of 2021.%

Texas spent an average of $20,000 on each well it
plugged in fiscal year 2019.%° In addition, it spent
tens of millions more cleaning up pollution at
abandoned sites.

However, the state lacks sufficient funds to clean

up existing orphan wells, much less a wave of new
orphan wells. Cleanup of orphan wells is paid

for through the RRC’s Oil and Gas Regulation

and Cleanup Fund (OGRC). The OGRC receives
financing from bonds paid for by oil companies to
cover the cost of plugging a company’s wells in case
of bankruptcy, and also from some regulatory and
permitting fees and enforcement penalties levied on
oil and gas companies.’ These revenue streams were
inadequate before the current crisis, and are likely to
decline as oil company activity slows.

A review by the state’s Sunset Commission in 2017
found that bonds paid by oil and gas companies
covered less than 16 percent of what the RRC
spent plugging wells in fiscal year 2015.%? That year,
the 94 well operators who abandoned their wells
paid the RRC an average of just $2,700 per well,
though the RRC spent $17,000 per well it plugged
that year.” The current crisis may worsen the fund-
ing shortfall for the OGCR as drilling declines and
companies pay fewer regulatory fees in support of
the fund. Recent reductions in fees by the RRC
will exacerbate the shortfall.’*
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Storage facilities in Texas are close to full, and oil companies are looking for new places to store their product.

Risky oil storage

With the collapse in demand for oil, Texas is produc
ing oil faster than consumers wish to buy it.”® Storage
capacity is close to full, and oil companies are looking
for new places to store their product.’® Newly pro-
posed storage options risk water pollution and add to
the threat to public safety.

Until recently, the only acceptable way to store
large volumes of oil underground in Texas was

in salt formations, while natural gas has been
stored in salt formations or depleted or productive
underground reservoirs.’’ Naturally occurring salt
deposits can be hollowed out using water and then
filled with liquid hydrocarbons. Salt in these large
underground formations is “plastic,” meaning the
salt moves slightly to fill in cracks and holes.’® As
a result, oil stored in salt formations is unlikely to
leak out and pollute groundwater. However, these
underground storage facilities are close to full, as
are aboveground storage tanks.”

In early May, the RRC approved a request from indus-
try to allow oil storage underground in locations other
than salt formations.®® This means oil could be stored
in productive or depleted oil or gas reservoirs. This
creates a threat of water pollution and may increase
the risk to public safety.

As of June 1, no oil producer had submitted an
application to the RRC to use an unconventional
underground storage reservoir and thus it is not clear
where in the state such facilities might be located.®!
Oil companies might look to reservoirs in major oil
fields or to depleted reservoirs that are already used
for gas storage. Many of these options are likely to
overlap with aquifers. Nine major aquifers lie beneath
Texas, meaning that almost every oil producing region
that might have a storage reservoir also overlaps with
an aquifer.”> The extensively drilled Permian Basin
overlaps with the Edwards Aquifer, which provides
drinking water for nearly 2 million Texans.®® The
Eagle Ford shale play overlaps with multiple aquifers.®*

Pressing environmental and health threats from oil and gas production 11
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New underground oil storage facilities pose a risk of contamination for Texas’ many aquifers. Credit: Texas Water Development Board

Another potential target for oil storage might be
depleted gas fields that are already used for gas stor-
age, such as a facility located in Harris County, where
aquifers supply water for municipal, commercial and
industrial use.®® Other depleted reservoirs already
used for gas storage are located in the Dallas/Fort
Worth region.®

Oil stored in underground oil or gas reservoirs

could escape into the water supply. Though oil and
gas boreholes are lined with sealed well casings,
hydrocarbons sometimes nonetheless escape into

the surrounding rock as oil is removed. Pumping oil
back into the ground creates another opportunity for
water contamination. This is of particular concern in
areas with karst rock formations, which are porous

12 A Cleaner Path for Qil in Texas

networks of passageways through limestone, dolo-
mite, and other permeable rocks that hold much of
Texas' groundwater. These complex formations allow
water and other substances to flow freely through

the ground, a process which supplies Texas’ springs.
However, this trait also increases aquifers’ susceptibil-
ity to pollution from hydrocarbons or other hazardous
substances. The Edwards Aquifer, for example, is a

karst formation.®’

Storing oil creates a risk to public safety, regardless
of where it occurs, and expanding oil storage options
increases the overall risk. For example, pipelines that
lead to storage facilities can leak and explode, as hap-
pened in 1992 near Brenham. That incident killed a
6-year-old boy.*



Some in the industry have also sug-
gested that excess oil could be stored
in pipelines. Energy Transfer LP
estimates that it could store 2 million
barrels of oil in two of its pipelines
in Texas, and in April indicated it
would ask the RRC for permission
to do s0.%” Using pipelines for oil
storage presents many of the same
threats as using the pipeline to move
oil. The risk is higher, however,
because it is a new use for which the
pipeline was not designed.

Expansion of unnecessary oil and gas
infrastructure

Before the current crisis began, Texas was considering
a number of new oil and gas infrastructure projects.
These future projects included new deepwater drill-
ing ports in the Gulf of Mexico with accompanying
onshore storage facilities, over 50 miles of pipeline for
transporting crude oil across Aransas and Calhoun
counties, and multiple liquified natural gas plants
adding more than 1 trillion cubic feet of natural gas
production every year.”” Texas began the year with
more than 200 fossil fuel projects planned or under
construction, including projects to build or expand 17
oil and gas terminals, 20 refineries and 73 pipelines.’

The environmental damage, threats to public health
and economic risks of oil and gas infrastructure meant
these proposed projects made little sense even before
prices and demand collapsed. Completing them makes
even less sense now.

Construction of these projects would cause significant
environmental damage. According to a 2020 Univer-
sity of Texas study, building the state’s planned, under
construction and recently completed projects — includ-
ing refineries, petrochemical facilities, oil and liquified
natural gas terminals, and other infrastructure — would
result in an emissions increase of at least 179 million

tons of CO, equivalent (CO,e) by 2030.” That’s equal

Construction of a pipeline in Central Texas’ Hill Country
created erosion and runoff in May 2020.

Pressing environmental and health threats from oil and gas production
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A golden-cheeked warbler.

to the annual emissions from 46 coalfired power
plants.”

In addition to causing climate pollution, oil and gas
infrastructure presents a threat to Texas’ wilderness

and wildlife. For example, the currently under-construc

tion Permian Highway Pipeline is routed through the
habitat of the golden-cheeked warbler, an endangered
songbird species that nests only in Central Texas” oak-
juniper woodlands and numbers fewer than 30,000 in
the wild.”* Infrastructure construction risks destroying
landscapes and species that have been appreciated by
Texans for generations and are a key part of the state’s
identity.

Oil and gas infrastructure also threatens the state’s
water. Erosion during construction can pollute ground
or surface water.” Construction of the Permian High-
way Pipeline contaminated drinking wells in Blanco

County after crews likely hit a karst formation.™

Oil spills from pipeline ruptures or storage facilities can

significantly damage aquatic ecosystems. Qil’s toxicity
can kill algae, seaweed and other plant life; lower the

14 A Cleaner Path for Qil in Texas

reproductive ability of fish; and impact sea turtles’
nesting activities on the shore.”” When a bird gets oil
on its feathers, it can lose the ability to fly or even
float on water’s surface, leading to drowning, and the
ingestion of oil by birds and other animals can result
in immediate death or long-term lung, kidney or liver
damage.” Qil also contains known human carcino-
gens like benzene and polycyclic aromatic hydrocar-

bons that are linked to skin and stomach cancers.”

Building more infrastructure to enable the produc
tion of more oil and gas makes no sense in a market
seeing historically low demand and an uncertain
recovery.® Investments in infrastructure for an
industry that is in a weak financial position may
leave Texas taxpayers on the hook for cleaning up any
negative impacts that may arise, such as cleaning up
spills or decommissioning abandoned infrastructure.

In addition, new oil and gas infrastructure simply
doesn’t make sense in light of the threat of global
warming. In order to avoid the worst impacts of
global warming, the nation will need to dramatically
reduce its use of fossil fuels, and any project built
now will need to be abandoned before the end of

its useful life. Using the current global crisis as an
excuse to speed construction by lifting oversight, or
giving any kind of financial assistance to oil and gas
producers, runs counter to the priorities of all Texans
who breathe air, drink water or pay taxes.

Multiple agencies have the opportunity to address the
threat of new infrastructure projects because local,
state and federal agencies can be involved in the
permitting and construction process for new infra-
structure projects. For example, the Federal Energy
Regulatory Commission is the lead agency for any
new liquefied natural gas terminal.! An LNG facil-
ity must also obtain an air pollution permit from the
Texas Commission on Environmental Quality, while
the RRC provides certification of companies and
individuals who work with liquefied natural gas.®



Policy recommendations

he problems of Texas’ oil and gas industry

pre-date the Russia-Saudi Arabia price war

and the coronavirus pandemic. The indus-
try’s profitability has been declining as production
has increased and prices have fallen in recent years.®
Fracked well operators have failed to demonstrate
that they have a viable long-term business model and
continue to burn gas that has little market value.3
For the past decade, oil and gas companies have per-
formed worse than the stock market.

Even worse, this is an industry that is causing severe
damage to our planet’s climate. It also pollutes the
air that Texans breathe and the water we drink, and
destroys the state’s natural landscapes.

It is in the best long-term interest of Texas for the
RRC to recognize these problems and begin to create
a plan to address them. That means the RRC should
seek to design a managed decline for the industry
that helps transition the state to clean energy sources
and reduces environmental and health damage from
the remaining activities of the petroleum industry.
As a first step, the RRC should seek to hear from all
voices, including Texans concerned about the envi-
ronment, instead of turning only to the oil and gas
industry for input.

Furthermore, the RRC should not use the coronavi-
rus pandemic as a reason to extend or expand damag-
ing practices and infrastructure. Below are specific
recommendations.

Texas should reduce flaring of natural gas and curb
methane leaks from oil and gas production. The

RRC should:

e Stop granting flaring permits except for health and
safety reasons.

* End the practice of granting extensions to existing
flaring permits, which turns temporary permits
into long-term permits.

* Enforce existing permits on flaring. The RRC
should issue fines to companies that violate their
permits by engaging in excessive flaring, operating
faulty flares, or venting gas. Fines should be high
enough to more than offset any economic value a
company may have earned from non-compliance
with its permit.

e Adopt a formal policy goal to end routine flaring

by 2025.

 Improve monitoring of flaring and methane
pollution so that regulators can understand the
extent of the problem. If the RRC limits flaring,
some companies may try to comply by venting
instead, which isn’t visible without special imaging
equipment. This will make increased monitor-
ing especially critical and thus the state should
improve collection of flaring data and separate out
information about flaring versus venting.

Policy recommendations

15



Photo: Robin Michals

— e
-

I
i
v/

A home in West Odessa sits near a pumpjack and a flare, January 2020.

* The state legislature should eliminate the exemption A number of policy changes would help address the

of flared gas from the state’s existing gas production growing problem of orphaned wells in Texas that

tax. Currently, the statutory tax rate for gas that is require costly plugging operations.

produced and sold into the market is 7.5 percent.®
Gas that is burned off through flaring is currently * The RRC should:

exempt from taxation which results in lost state i
o Increase permitting fees. In early May, however,

revenue that would otherwise be funding schools the RRC waived some routine fees paid by oil

and roads. Importantly, if oil and gas companies .
P ¥ £ P companies.®® Texas taxpayers should not be on

were required to pay a tax on flared gas, they would the hook for the weak financial position of oil

have a greater incentive to reduce flaring. .
and gas companies.

16 A Cleaner Path for Qil in Texas



o Actively monitor the status of wells to ensure
that companies are plugging wells promptly
after they quit producing.

o Tighten the standards that define what consti-
tutes an “inactive” well. The RRC adopted
rules in 2016 that make it easier for a company
to classify a barely producing well as active
and thereby avoid triggering requirements to
plug and clean it up.®” This means that there
are thousands of wells in Texas that previously
would have required closure and potentially
remediation that now may be sitting idle,
posing a risk to groundwater. These wells
could become orphan wells if the operators go
bankrupt.

o Accelerate the rate at which orphaned wells
are plugged. This will help avoid the environ-
mental and public health risks of leaving wells
unplugged for years.

o The legislature should transfer existing RRC
appropriations to the OGRC as needed to
boost funding.

* The legislature should increase bond amounts for
all new wells and also change its blanket bonding
policies to require operators with large numbers
of wells to bond for a greater share of the likely
cost of cleaning up their wells. Currently, blanket
bonds allow operators with many wells to pay less

on a per-well basis than operators with fewer wells.

Reforming blanket bonding will help ensure the
state has sufficient remediation funds if those
wells are orphaned.

* Orphan wells are a problem on federal land, too,
and federal bonding requirements are too low,
according to a recent Government Accountability
Office analysis.®® To protect federal public land in
Texas, the federal government should increase its
bonding requirements.

Texas should not allow oil storage in locations that
were previously deemed unacceptable.

* Novel storage options create a substantial risk to
public health and the environment, and opening
them in a rush compounds the risk. Had the RRC
instituted production cuts as considered in May
2020, it would not need to consider these new,
risky options.

¢ If the RRC approves any unconventional storage
proposals, it must require frequent and extensive
monitoring for pollution of nearby groundwater.

New oil and gas infrastructure will have negative con-
sequences for Texas’ environment and public health.
The RRC and other regulatory agencies should:

¢ Halt construction on projects currently underway.

¢ Reject all proposed infrastructure projects.
Demand for the state’s oil and gas products has
dropped dramatically and it is not clear when,
if ever, national and global consumption will
increase. The state should not approve projects
that damage the environment and threaten
public health to serve demand that might never
materialize.

Policy recommendations
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