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Via email

Kellie Martinec, Rules Coordinator
Office of General Counsel
Railroad Commission of Texas
rulescoordinator(@rre.texas.gov

Re: Diamondback E&P LLC’s Comments to Proposed Statewide Rule 66
Dear Mrs. Martinec:

Diamondback E&P LLC (“Diamondback”) submits the following comments and
recommendations for amendment to the Railroad Commission of Texas (“RRC”) on the adopted
version of 16 Texas Administrative Code § 3.65 (“Statewide Rule 65”) and the proposed version of
16 Texas Administrative Code § 3.66 (“Statewide Rule 667). Diamondback also submits a
corresponding blackline of Statewide Rule 66 for ease of reference. Attachment A.

Comments on Statewide Rule 65

Given that Statewide Rule 66 and Statewide Rule 65 are linked both in the multiple cross-
references and in the actual regulation related to power generation, the Commission should consider
amending Statewide Rule 65 to precisely regulate only those facilities that contribute to power
generation. Diamondback understands that the purpose of these comments are to address the
proposed version of Statewide Rule 66. However, because Statewide Rule 66 is contingent upon the
production thresholds established in Statewide Rule 65, Diamondback submits the following
comments on the thresholds promulgated in Statewide Rule 65:

Using data available on the RRC’s website, Diamondback compiled data on the total volume
of gas produced in the State (both casinghead gas and gas well gas) for May 2022. Production query
results from each District were merged into one excel file and sorted. Based on this data,
Diamondback calculated total production volumes for various thresholds, e.g., 250 mcfd, 500 mcftd,

1,500 mcfd, etc. A summary of the data and production volume thresholds is attached as Attachment
B.

Based on Diamondback’s review of the data, the current production thresholds (15 mcfd for
gas wells and 50 mcfd for oil leases) capture wells/lease of matginal or minimal producing wells/leases
that may be a power drain on the power grid. Diamondback recommends establishing a threshold of
250 mctd for gas wells and 1,500 for oil leases, which allows up to 66% of the casinghead gas in the
State to be subject to possible weatherization regulation.

Diamondback respectfully requests consideration of the following changes to clarify the
applicability of the rule and allow precision in the enforcement of the regulation by focusing on
stoppages that could impact the power grid. Of particular importance is the removal of best methods
from the rule and the creation of an industry work group to create a guidance document.
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Comments on Proposed Statewide Rule 66

Subsection | Reference Comment

(a) Applicability Please clarify that facilities producing less gas than the
minimum production volumes described in Statewide
Rule 65 or facilities included on an approved Form CI-X
(Critical Designation Exception Application) are exempt
from Statewide Rule 66.

(a) Applicability Please clarify that Statewide Rule 66 only applies to a gas
supply chain facility that has received actual notice it is
on the electricity supply chain map. Diamondback is
concerned that it may be required to weatherize a facility
it was not aware was included on the electricity supply
chain map.

b)) Definitions Please clarify the meaning of “major weather-related
forced stoppage” for the following reasons:

e The definition should include an objective
standard, e.g., a percent in loss of production,
that would constitute a major weather-related
forced stoppage. Giving the Director of the
Critical Infrastructure Division discretion to
determine which weather-related forced
stoppages qualify as major weather-related forced
stoppages will result in an inconsistent
application of this rule.

e The definition should also be based on an
operator’s intentional conduct. An operator
must not be penalized if it attempts, in good
faith, to produce natural gas during a weather
emergency in compliance with this rule.

e The loss of production should be measured in
volume of dry natural gas lost because only dry
natural gas is sent to Texas’s gas-fired electric
generators.

(b)(5) Definitions As proposed, the definition of “repeated weather-related

forced stoppage” includes minor or immaterial weather-
related forced stoppage. However, this definition is also
tied to the requirement to hire a third-party engineer.
Please amend the definition to include “major” i.e.,
“When a gas supply chain facility or a gas pipeline facility
has more than one major weather-related forced




Subsection

Reference

Comment

stoppage violation within a calendar year|[.]” to avoid
triggering the requirement to hire a third-party engineer
for minor or immaterial weather-related forced stoppage.
Otherwise, operators may incur a significant, but
unnecessary expense without otherwise benefiting grid
reliability.

®)(®)

Definitions

As proposed, the definition of “weatherization” requires
operators to install equipment to mitigate weather-related
operational risks, which may not be required in certain
circumstances, is not the purpose of the rule, may lead to
waste, and is unduly burdensome on producers. Please
amend the rule to clearly state an operator’s discretion to
implement weatherization standards based on the
operator’s own expertise and analysis regarding
preparations to operate its own facilities during a weather
emergency.

®0O)

Definitions

Please amend the definition of “weather-related forced
stoppage” to avoid redundancy and promote
consistency—the definition should reference “weather
emergency’” instead of “freezing temperatures, freezing
precipitation, or extreme heat,” i.e., “An unanticipated
and/or unplanned outage in the production, treating,
processing, storage, or transportation of natural gas that
is caused by a weather emergency [eonditions-such-as

heat].”

©M®)

Ensure sustained
operations

This subsection must be amended to avoid any
suggestion that the RRC has jurisdiction to require
producers of natural gas to operate under any conditions.
Oil and gas producers are not public utilities, as that term
is defined in Section 186.001 of the Texas Utilities Code,
and are, therefore, not subject to the continuous and
adequate service requirements outlined in Section
186.002 of the Texas Utilities Code. Diamondback
recommends the text of this subsection be amended so
that the subsection reads, “[ensure-thesustained
eperation| prevent weather-related forced stoppage of a
gas supply chain facility...during a weather
emergency....”
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Reference

Comment

©M)®)

Cotrrect known
weather-related forced

stoppages

This subsection should be amended to promote
consistency with all other sections of the rule. The
phrase “cold weather conditions” should be replaced
with “weather emergencies” because cold weather
conditions are included in the definition of “weather
emergencies,” i.e., “correct known repeated weather-
related forced stoppages that prevented sustained
operation of a facility because of previous [eeld-weather
eondittons| weather emergencies.”

This subsection should also be amended, as stated above,
to narrow the scope of applicability to repeated weather-
related forced stoppages. A single weather-related forced
stoppage may be an outlier and correcting such an
anomalous stoppage improve reliability of the grid.

More narrowly tailoring the rule to apply to repeated
weather-related forced stoppages will ensure that only
problematic stoppages are corrected, supporting the
reliability of the grid.

©@@A)-B)

Weather emergency
preparation measures

This subsection must be amended to avoid any
suggestion that the RRC has jurisdiction to require
producers of natural gas to operate under any conditions,
and to clarify the operator’s discretion to implement
weatherization standards based on the operator’s own
expertise and analysis regarding preparations to operate
its own facilities during a weather emergency. For
example, the initial sentence of subsection (2) should be
amended to read, “Weather emergency preparation
measures required by paragraph (1) of this subsection
[shal] may include but are not limited to....”

©@)(C) and
©@ D)

Emergency operations
planning using a risk-
based approach and
Weatherization
methods

Subsection (¢)(2)(C) and (c)(2)(D) should be eliminated
from the rule, and the best methods for weatherization
placed in a guidance document created by industry
stakeholders and the RRC in a cooperative workgroup in
accordance with RRC standard procedure.' This
workgroup would create a best-practices manual tailored
to operations in Texas so that production, transportation,
and processing of natural gas in the State is not
prematurely curtailed due to unduly burdensome
weatherization requirements. The work group should
consist of producers, transporters, and processors from
all climate zones in the State.

I'The RRC regularly publishes manuals which direct implementation of Statewide Rules, e.g., H2S Manual, Injection
Storage Manual, Oil & Gas Procedure Manual, Guidance Manual for Operators of Small Natural Gas Systems, Filing
procedure Manual, and more.



Subsection | Reference

Comment

As written, the best methods for weatherization outlined
in the rule create substantial regulatory uncertainty and
business risk with no benefit to power generation in the
State. The best practices currently detailed in the rule are
vague and unclear. Diamondback cannot determine
which best methods apply to production facilities, and
which best methods apply to transportation facilities.
(These points are more fully discussed in the listed bullet
points included in the following paragraph).

Mortreover, these best methods are derived from a 2011
FERC report.” The report recognized that select cold-
weather methods may be worth considering in Texas, but
actual implementation of many of the proposals may not
be practical in a non-cold-weather state.

Additional justification for the removal of the best
methods from the rule, and the creation of a guidance
document includes, but is not limited to:

e Placing the weatherization methods in a guidance
manual instead of the rule allows the RRC to
propose new and/or amended weatherization
methods without the necessity of a lengthy
rulemaking. New and/or amended
weatherization methods will very likely become
apparent as producers, transporters, and
processors implement the currently
recommended weatherization methods. If the
weatherization methods were placed in a manual,
the RRC could easily modify their
recommendations to incorporate this additional
information.

e The proposed weatherization methods currently
included in the draft rule are not equally
applicable to producers, transporters, and
processors. For example, a prudent operator
would not keep fuel onsite at a producing facility,
as required by subsection (c)(2)(D)(1), because
storing fuel onsite creates a fire hazard.
Additionally, it is unclear how a producer would

2 See, eg., APPENDIX: GTI REPORT, FERC REPORT ON OUTAGES AND CURTAILMENTS DURING THE SOUTHWEST COLD
WEATHER EVENT OF FEBRUARY 1 — 5, 2011 (Aug. 2011), available at https://www.ferc.gov/sites/default/files/2020-

04/08-16-11-report.pdf.
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Reference

Comment

simulate cold weather conditions to test freeze
protection components as required by subsection
(©)(2)(D)(xii). Subsection (c)(2)(D)(xiv) should be
eliminated in its entirety, and not included in a
manual for producers because it is not practical
and would be very difficult to implement.
Furthermore, an oil and gas producer cannot
coordinate with local authorities to allow for
ingress and egress during weather emergencies, as
required by subsection (¢)(2)(D)(xix), because a
producer only has authority under the mineral
lease to enter and use as much of the surface
estate as necessary to produce oil and gas. The
mineral lease does not grant access to third
parties at any time or allow the lessee to grant
access to third parties, even during a weather
emergency. Similarly, a producer cannot bury
subsurface water piping, even new subsurface
piping, without renegotiating existing mineral
leases and/or surface use agreements. Placing
the recommended weatherization methods in a
manual will allow the RRC to distinguish between
weatherization methods applicable to production
facilities, transportation facilities, and processing
facilities.

e Many of the technical terms used in subsection
(©)(2)(D) are not defined in statute, rule, case law,
or other secondary sources. The RRC must
provide additional detail regarding the definition
and/or intended interpretation of the technical
terms. Placing the recommended weatherization
methods in a manual will allow the RRC to
clearly define the technical terms currently cited
in the proposed rule.

CIOIGVOF
v)

Weather Emergency
Readiness Attestation

These subsections should be eliminated and replaced
with the standard RRC certification to promote
consistency with all other RRC rules:

Certificate: I declare under penalties prescribed in Sect. 91.143,
Texas Natural Resonrces Code, that I am anthorized to make this
report, that this report was prepared by me or under my supervision
and direction, and that data and facts stated therein are true,
corvect, and complete, to the best of my knowledge.

CUOICHOR

(xvi)

Attestation
Attachment

These subsections should be eliminated and replaced
with the requirement to file an emergency operations




Subsection

Reference

Comment

plan or similar annual filing with a general description of
the operator’s operations and weatherization procedures.

®

Weather-related
forced stoppages

This subsection should be amended to distinguish
between reporting standards applicable to gas supply
chain facilities and gas pipeline facilities. As proposed,
the rule is not clear about which reporting standards
apply to the different facilities. Diamondback
recommends creating subsection (f)(1), reporting
standards applicable to gas supply chain facilities, and
subsection (f)(2), reporting standards applicable to gas
pipeline facilities. Subsection (f)(3) could address
repeated weather-related forced stoppages and would be
applicable to both gas supply chain facilities and gas
pipeline facilities.

QIC)

Weather-related
forced stoppages

This subsection should be amended to increase the
threshold for a reportable weather-related forced
stoppage from >0 mcfd to the greater of 15,000 mctd
per lease or a forty percent (40%) reduction in lease
production averaged over a three (3) month period of
standard production, whichever is greater. Producers
may experience a slowdown in the gas molecules during
a cold-weather weather emergency due to
thermodynamics. There are also natural fluctuations in
production. Subsection (f)(1) should be clarified to
ensure that the reporting requirements are only triggered
when a reduction in production is caused by an
unanticipated and/or unexpected weather emergency.
This would also ensure that operators are only penalized
for degradations of production from actual weather-
related forced stoppages.

H )

Repeated weather-
related forced

stoppages

This subsection should be amended to clarify the
following:

e Contracting with a third-party is only required
after notice and opportunity for hearing, and in
accordance with a RRC final order, consistent
with other RRC regulations. The operator may
contact and work with Commission Staff to
resolve stoppages, and this can be considered in a
hearing as to weather a third-party is required to
be hired and submit a report regarding the

stoppages.

e The term “qualified engineer” should be replaced
with “Commission employee.”
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Reference

Comment

e The term “qualified professional registered
engineer” is inconsistent with the applicable
language of the Natural Resources Code. This
subsection should be amended to reflect the
language of the statue and indicate that a “person
who is not an employee of the operator” will
prepare and submit the corrective action plan.

e  Operators must be given the option to file the
third party’s assessment and operatot’s corrective
action plan as confidential in accordance with
subsection (d) of Statewide Rule 66 to protect
operational trade secrets.

(@) Violation of this This subsection should be amended to clarify that an
section by a gas alleged violation that is not remedied in a reasonable
supply chain facility amount of time will only be referred to the Office of the
operator Attorney General after notice and opportunity for

hearing. This will ensure enforcement of Statewide Rule
006 is consistent with all other RRC rules.

(@) Violation of this This subsection should be amended to replace “person”
section by a gas with “gas supply chain facility” to clarify that this
supply chain facility subsection only applies to gas supply chain facility
operator operators.

(@2)(A) Violation of this This subsection should be amended to replace “person”
section by a gas with “gas pipeline facility operator” to clarify that this
pipeline facility subsection only applies to gas supply chain facility
operator operators.

Figure 16 Classification System | The production thresholds identified in the violation

TAC factors should be updated to reflect the degradation in

§3.66(g)(1) production (greater of 15,000 mcfd per lease or a forty

percent (40%) reduction in lease production averaged
over a three (3) month period of standard production)
discussed in the previous comment.

Figure 16 Classification System | The factor value assigned to an oil lease or gas well

TAC facility producing an average of 5,000 mcfd and a gas

§3.66(g)(1) processing plant, underground gas storage, or gas

pipeline facility transporting 200,000 mcfd is a five-fold
increase in potential volume lost, thus producers should
be entitled to a higher threshold of greater of 15,000
mcfd per lease or a forty percent (40%) reduction in lease
production averaged over a three (3) month period of
standard production discussed in the previous comment.




Subsection | Reference Comment

Figure 16 Classification System | The violation factor “Hazard to health, safety, or

TAC economic welfare of the public” should be amended to

§3.66(g)(1) “Actual hazard to health, safety, or economic welfare of
the public.”

Figure 16 Classification System | This table should be amended to include a factor value of

TAC “-4” for a producers good-faith attempt to produce

§3.66(g)(1) natural gas during a weather emergency.

Diamondback would be happy to answer any questions or provide any additional information
the RRC Staff may find helpful in its review of these comments.

Sincerely,

Kristin Gragg, Regulatory Manager
500 W. Texas, Ave #100

Midland, TX 79701

Off: (432) 245-6031

Cell: (214) 597-1647
kgragg@diamondbackenergy.com
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Attachment A

§3.66. Weather Emergency Preparedness Standards.
(a) Applicability.
(D) [In-aceordance-with-Texas Nataral Resources-Code-§86-044] Unless otherwise

provided in subsection (a)(2), this section applies to a gas supply chain facility that is:

(A) included on the electricity supply chain map created under Texas
Utilities Code §38.203; and

(B) designated as critical in §3.65 of this title, relating to Critical Designation
of Natural Gas Infrastructure.

2) This section does not apply to a gas supply chain facility that is:

(A) a gas well or oil lease producing less gas than the minimum production

volumes described in §3.65 of this title, relating to critical gas suppliers, regardless of whether the facility

1s included on the electricity supply chain map created under Texas Utilities Code §38.203: or

(B) included on an approved Form CI-X pursuant to § 3.65 of this title,

relating to exceptions to Critical Designation of Natural Gas Infrastructure.

3) In accordance with Texas Utilities Code §121.2015, this section applies to a gas
pipeline facility that:
(A) directly serves a natural gas electric generation facility operating solely
to provide power to the electric grid for the Electric Reliability Council of Texas (ERCOT) power region

or for the ERCOT power region and an adjacent power region; and

(B) is included on the electricity supply chain map created under Texas
Utilities Code §38.203.

4) This section will only apply to those gas supply chain facilities for which the

operator has received no less than six-months actual notice that the facility is included on the electricity

supply chain map created under Texas Utilities Code §38.203.

(b) Definitions. In this section, the following definitions apply.
(D Critical component--Any component, including equipment rented or leased from
a third party, that is susceptible to weather-related interruptions, such as those caused by freezing
temperatures, freezing precipitation, or extreme heat, the occurrence of which is likely to significantly
hinder sustained operation of the gas pipeline or gas supply chain facility.
2) Gas pipeline facility--A pipeline or pipeline facility regulated by the Commission
under Texas Utilities Code Chapter 121.

3) Gas supply chain facility--A facility that is:
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(A) used for producing, treating, processing, pressurizing, storing, or
transporting natural gas, as well as handling waste produced;

(B) not primarily used to support liquefied natural gas pretreatment,
liquefaction, or regasification facilities in the business of exporting or importing liquefied natural gas to
or from foreign countries;

© otherwise regulated by the Commission under Subtitle B of Title 3,
Texas Natural Resources Code; and

(D) not regulated by the Commission under Texas Utilities Code Chapter

121.

4) Major weather-related forced stoppage--A weather-related forced stoppage that:

(A) is caused by the intentional disregard of this section; and

B) results in a significant impact to public safety and [as-determined-by-the

Director-oris-theresultof the-deliberated ocard-ofth oft];

© results in the loss of production exceeding 15,000 Mcf of dry natural gas

per day or a forty percent (40%) reduction in lease production of dry natural gas averaged over a three (3)

month period of standard production, whichever is greater.

&) Repeated weather-related forced stoppage--When a gas supply chain facility or a
gas pipeline facility has more than one major weather-related forced stoppage violation within a calendar
year.

(6) Sustained operation--Safe operation of a gas pipeline facility or a gas supply
chain facility such that the facility does not experience a weather-related forced stoppage in production,
treating, processing, storage, or transportation of natural gas.

@) Weather emergency--Weather conditions such as freezing temperatures, freezing
precipitation, or extreme heat in the facility’s county or counties that result in an energy emergency as
defined by §3.65 of this title. A weather emergency does not include weather conditions that cannot be
reasonably mitigated such as tornadoes, floods, or hurricanes.

®) Weatherization--The iterative cycle of preparedness for weather emergencies that
may include[s] corrective actions taken on issues identified from [previeus| recent extreme weather
events or internal review, implementation of processes, [and] potential installation of equipment to

mitigate weather-related operational risks, or any other measures the operator believes are prudent to

prepare for a weather emergency.

9 Weather-related forced stoppage--An unanticipated and/or unplanned outage in

the production, treating, processing, storage, or transportation of natural gas that is directly caused by a

at].

weather emergency [
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(©) Weather emergency preparedness standards for a gas supply chain facility or a gas
pipeline facility.
(D By December 1st of each year, a gas supply chain facility operator or a gas
pipeline facility operator shall implement weather emergency preparation measures intended to:

(A) [ensure-the-sustained-operation| prevent weather-related forced stoppage

of a gas supply chain facility or a gas pipeline facility during a weather emergency; and

(B) correct known repeated weather-related forced stoppages that prevented
sustained operation of a facility because of previous [eeld-weather-conditions| weather emergencies.

2) Weather emergency preparation measures required by paragraph (1) of this

subsection [shall] may include but are not limited to:

(A) self-assessment[;] and inspection[s; and-tests] of critical components and
other equipment;

(B) [previding] training on weather emergency preparations and operations
to relevant operational personnel;

© emergency operations planning using a risk-based approach to identify,

test, and protect the critical components of [the] any facility that experienced a repeated weather-related

forced stoppage; and
D) weatherization of [the] any facility that experienced a repeated weather-

related forced stoppage using best practices and methods applicable to the facility based on the type of

facility, the facility’s critical components, the facility’s location, and weather data for the facility’s county

or counties [ineludingdata-illustrated-in-the-table-of this subseetion]. [Weatherizationmethodsmay
ncluded Limited-to-the_followine:
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(d) Weather Emergency Readiness Attestation.

(D Submittal of Weather Emergency Readiness Attestation. By December 1 of each
year, an operator of a gas supply chain facility or a gas pipeline facility shall submit to the Commission a
Weather Emergency Readiness Attestation that:
(A) is sworn to by an authorized [effieer] agent of the operator entity
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attesting, under penalties prescribed in Texas Natural Resources Code §91.143, that the agent was

authorized to make the report, that the report was prepared by the agent or under the agent’s supervision

and direction, and that the data and facts stated in the report are true, correct, and complete, to the best of

the agent’s knowledge; and [+H

(B) includes an emergency operations plan, including a general description

of the operator’s emergency operations and weatherization procedures. [-attachment-deseribingall
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2) Confidentiality of the Weather Emergency Readiness Attestation. A gas supply
chain facility operator or a gas pipeline facility operator filing information with the Commission that the
operator contends is confidential by law shall notify the Commission on the Weather Emergency
Readiness Attestation. If the Commission receives a request under the Texas Public Information Act
(PTA), Texas Government Code, Chapter 552, for materials that have been designated confidential, the
Commission will notify the filer of the request in accordance with the provisions of the PIA so that the
filer can take action with the Office of the Attorney General to oppose release of the materials.

(e) Inspection of gas supply chain facilities and gas pipeline facilities. Each facility required
to comply with this section is subject to Commission inspections to ensure compliance with this section.
€3] Weather-related forced stoppages by a gas pipeline facility or gas supply chain facility.

(D) Gas supply chain facility.

(A) An operator of a gas supply chain facility [eragas-pipelinefaeility] that

experiences a weather-related forced stoppage in sustained operations during a weather emergency shall

notify the Commission immediately through the Critical Infrastructure Division’s notification portal if the
stoppage is not resolved within [24] 72 hours of discovery of the stoppage.

(B) In the event a weather-related forced stoppage results in the greater of a
loss of production exceeding 15,000 Mcf of dry natural gas per day, or a forty percent (40%) reduction in

lease production of dry natural gas averaged over a three (3) month period of standard production [era

the operator shall, upon discovery of the stoppage, immediately contact the Commission on the Critical

Infrastructure Division 24-hour emergency telephone number. [H-aninspeetion-determines-that-the

2) Gas pipeline facility.

(A) An operator of a gas pipeline facility that experiences a weather-related

forced stoppage in operations during a weather emergency shall notify the Commission immediately

through the Critical Infrastructure Division’s notification portal if the stoppage is not resolved within 24

hours of discovery of the stoppage.

(B) In the event a weather-related forced stoppage results in the stoppage of

gas processing, storage withdrawal, or transportation capacity exceeding 200 MMcf per day, the operator

shall, upon discovery of the stoppage, immediately contact the Commission on the Critical Infrastructure

Division 24-hour emergency telephone number.




Attachment A

3) Repeated weather-related forced stoppages. An operator of a gas supply chain

facility or a gas pipeline facility that experiences repeated weather-related forced stoppages [erajor

weather-relatedforeed-stoppages] in sustained operations [;-such-as-equipment-freeze-offsinstroment
fathures;foreed-outages;-orforeed-shut-ins] shall, after notice and opportunity for hearing, [apen-netice

frem-the] and in accordance with a Final Order issued by the Commission:|[;]

(A) contract with a registered professional engineer in accordance with Texas

Natural Resources Code § 86.044(f) [gqualified-engineerwithrelated-experienee] to assess its weather
emergency preparatlon measures, plans procedures, and operatlons [flihe—q&ah-ﬁed—eﬂgmeer—sha-l-l—ne{—be

(B) [Fhefaetlity’s-operatorshall] Within the timeframe provided and in

compliance with the Commission’s [netiee] order, the operator shall submit to the Commission a written
assessment prepared by the [gualifted] registered professional engineer [and] setting out the facility

operator’s corrective action plan [within-the-timeframe required-and-in-complianee-with-the-terms-inthe
Commission’s-notice that the facility is required-to-comphy-with-this-paragraph]. The operator may submit

the assessment and corrective action plan as “confidential” in accordance with subsection (d) of this

section, relating to Confidentiality of the Weather Emergency Readiness Attestation.

4) If an inspection determines that the weather-related forced stoppage was caused

by the facility’s failure to adhere to the requirements of this section, the facility may be subject to an

enforcement action.

(2) Enforcement.
1 Violation of this section by a gas supply chain facility operator.
(A) A gas supply chain facility operator will be given notice and opportunity

for a hearing for alleged violations of this section if the alleged violation is not remedied in a reasonable

amount of time.

(B) Pursuant to Texas Natural Resources Code §86.044 and §§86.222-.224,
if the Commission determines, after notice and opportunity for hearing, that a [perser] gas supply chain
facility operator has violated this section [and-the-vielation-is-notremediedin-areasonable-amountof
time], the Commission shall notify the Office of the Attorney General of Texas of the violation in

accordance with Texas Natural Resources Code §86.222. [Each-day-a-vielation-eccurs-constitutesa

© The table in this paragraph contains a classification system to be used

under Texas Natural Resources Code §86.222 for violations of this section.
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Figure: 16 TAC 83.66(g)(1)
2) Violation of this section by a gas pipeline facility operator.
(A) A gas pipeline facility operator will be given notice and opportunity for a
hearing for alleged violations of this section. Pursuant to Texas Utilities Code §121.2015, if the

Commission determines that [a-persen] the gas pipeline facility operator has violated this section and the

violation is not remedied in a reasonable amount of time.[5]

(B) [t]The Commission shall report the violation to the Office of the
Attorney General of Texas. Pursuant to Texas Utilities Code §121.206, the Commission shall assess an
administrative penalty for a violation of this section, which may be up to $1,000,000 for each offense.
Each day a violation occurs constitutes a separate offense.

©©) In accordance with Texas Utilities Code §121.206(d), the Commission
will use the table in paragraph (1) of this subsection in assessing penalties for a violation of this section.
The penalty amounts contained in the table in paragraph (1) of this subsection are provided solely as
guidelines to be considered by the Commission in determining the amount of administrative penalties for
violations Texas Utilities Code, Chapter 121, Subchapter E, or a safety standard or other rule prescribed
or adopted under that subchapter. The establishment of these penalty guidelines shall in no way limit the
Commission’s authority and discretion to cite violations and assess administrative penalties. The
Commission retains full authority and discretion to cite violations of Texas Utilities Code, Chapter 121,
Subchapter E, or a safety standard or other rule prescribed or adopted under that subchapter, and to assess
administrative penalties in any amount up to the statutory maximum when warranted by the facts in any
case, regardless of inclusion in or omission from this section. The penalty calculation worksheet shown in
the table in paragraph (1) of this subsection lists the typical penalty amounts for certain violators, the
circumstances justifying enhancements of a penalty, and the circumstances justifying a reduction in a

penalty.
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Classification System
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Violation Factors

Factor Value

Points Tally

Oil lease or gas well facility out of compliance with §3.66
produces an average of 15,000 Mcf of dry natural gas per
day or a forty percent (40%) reduction in lease production
of dry natural gas averaged over a three (3) month period of

standard production, whichever is greater

Oil lease or gas well facility out of compliance with §3.66
produces an average of 1,000 Mcf or more per day but less
than 5,000 Mcf of natural gas per day

Oil lease or gas well facility out of compliance with §3.66
produces an average of 500 Mcf or more per day but less
than 1,000 Mcf of natural gas per day

Oil lease or gas well facility out of compliance with §3.66
produces an average of 250 Mcf or more per day but less
than 500 Mcf of natural gas per day

Gas processing plant, underground gas storage, or gas
pipeline facility out of compliance with §3.66 that resulting
in a loss of processing, storage withdrawal, or
transportation of 200 MMcf or more of natural gas per day

Gas processing plant, underground gas storage, or gas
pipeline facility out of compliance with §3.66 that results in
a loss of processing, storage withdrawal, or transportation
capacity 100 MMcf or more per day but less than 200
MMcf of natural gas per day

Gas processing plant, underground gas storage, or gas
pipeline facility out of compliance with §3.66 that results in
a loss of processing, storage withdrawal, or transportation
capacity of less than 100 MMcf of natural gas per day

Actual [H]hazard to health, safety, or economic welfare of
the public

Potential hazard to health, safety, or economic welfare of
the public

Time out of 90 days or greater

compliance
(calculated as days the
operator fails to
remedy a violation
noted in a

60 days or more but less than 90
days

Commission notice of| 30 days or more but less than 60
violation) days

5 days or more but less than 30

days




Attachment A

SMErgency

Reckless conduct of operator 3
Intentional conduct of operator 5
Repeat violations based on operator’s history of 3
compliance

Good faith effort to remedy violation -2
No effort to remedy violation

Good-faith effort to produce during weather -4

Total

Penalty maximum per

violation
15 points or more = Class A violation $More than 5,000'
10-14 points = Class B violation $5,000
5-9 points = Class C violation $4,000
1-4 points = Class D violation $3,000

! Pursuant to Natural Resources Code §86.222, the required classification system shall provide that a
penalty in an amount that exceeds $5,000 may be recovered only if the violation is included in the highest

class of violations in the classification system.
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Attachment B

STATEWIDE PRODUCTION TOTALS FOR MAY 2022
(CASINGHEAD GAS AND GAS WELL GAS)

% Production

Reduction in Volume from

Production Analysis Natural Gas® Potentially Subject to .
Y Y . ) Total Production
Regulation
Total Statewide Production* 847,959,748* 100% 0
Wells/leases thnz:::fp}:joadyucmg above 50 818,767,844 97% 29191904
Wells/leases thfr;ccp;;zg‘t;cmg above 250 695,269,113 8% 152,690,635
Casinghead Gas above 500 mcf/day and o
Gas Well Gas above 250 mcf/day 661,026,276 78% 186,933,472
Casinghead Gas above 750 mcf/day and 0
Gas Well Gas above 250 mcf/day ST A e
Casinghead Gas above 1,000 mcf/day and o
Gas Well Gas above 250 mcf/day 600,097,905 1% 247,861,843
Casinghead Gas above 1,500 mcf/day and 0
Gas Well Gas above 250 mcf/day 260,977,960 A Aot

Source: RRC Production Data Query by District, May 2022

“ All volumes measured in mcfd.
* Wells reporting zero production omitted from data set.
* 847,959,748 mcf/day for 31 days= 27,353,540 mcf (27.3 BCF)





