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Executive Summary Methane Quick Facts
Right now, when companies produce oil and gas, they release a fremendous amount e 11% of all U.S. natural gas production
of methane into the atmosphere. Much of this waste occurs on federally owned lands and 6% of U.S. oil production came from
and subsurface minerals. In the West, where the majority of the nation’s public lands onshore federal lands in 2014.2

are located, existing state rules o guard against waste fail o address this problem. 199 of ULS. methane emissions from

natural gas production came from

Fortunately, the federal government is setting new standards to provide a strong
federal lands in 20132

floor of protection, force the industry to act more responsibly, and guide states in

updafing their waste rules. o The oil and gas industry is the nafion’s
largest industrial source of methane
THE PROBLEM: iy

THE TROUBLE WITH METHANE WASTE

Wasting natural gas makes no sense, yet oil and gas companies intentionally leak
methane from poorly maintained equipment, deliberately vent it to the atmosphere,
and burn it as a waste product from oil drilling. This threatens public health because
dangerous pollutants are released alongside methane. It squanders energy that
could be used by homes, schools, and businesses. It robs public treasuries of royalty
revenue, harms other resource values, and makes an outsize contribution fo climate
change.

Millions of dollars worth of natural gas is
wasted from venting, flaring, and leaks
n 2013, the value of

' "

Nationwide: $227 million

New Mexico: $92 milli
Wyoming: $42 million
Colorado: $15 million
Utah: $4 million

o Methane is 86 times more potent than
carbon dioxide in causing cimate
change.? 5y

THE SOLUTION: *  Methane wasted every year fM drilling
COMPREHENSIVE STRICT FEDERAL METHANE WASTE STANDARDS on public lands equals the dlimate

pollution from 14 coal-fired power
The federal Government Accountability Office conservatively estimates that new plants.’ Kept out of the atmosphere, it is
federal standards could eliminate 40 percent of U.S. methane wasted by the oil and enough energy to heat over one million
gas industry by requiring companies to put into place readily available, low-cost homes.* | ’ l.

technologies and improved planning and operating practices.! .

With few exceptions, state oil and gas waste rules in the Interior West allow methane
from drilling and equipment to go straight into the atmosphere or be burned and
wasted. Methane, if extracted, should be used, not emitted to our skies.

The oil and gas industry. uce

Close examination makes clear that Inferior West state oil and gas rules leave methane waste by almost hal
using existing technologies and best

too many gaps to solve the problem of methane waste on federal lands. Further, s 0 Vi A
the federal government has an obligation to prevent the waste of publicly owned RIOCICES: S A

resources. o These cuts in methane waste can be

hieved for ust one penny per thousand
The solution: broad federal standards that target all of the major sources of oil and :Sb:f‘;:ei g; g;ss I?thﬂgy peiro . ;:n

gas methane waste and protect public health, conserve resources, deliver fo the public current natural gas price of around $2.00
its fair share of the value of these resources, and limit the pace of climate change. per thousand cubic flgfbtﬁ 5 rr:,ﬁﬁx

We did the research. The findings are clear.
State rules fall short across the board to control methane waste on public lands.
This report shows why a strong federal rule is needed.

FALLING SHORT: STATE OIL & GAS RULES FAILTO CONTROL METHANE WASTE
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PURPOSE:
ARE STATES PREVENTING METHANE WASTE ON FEDERAL
LANDS?

“Let the states do it.” This is a familiar refrain by indusiry
regarding federal standards. But does this argument hold water in
the context of proposed standards to curb the waste of methane,
the main component of natural gas, on federal lands? This report
is designed to answer that question. It looks at whether federal
standards to reduce methane waste on federal lands duplicate
what state oil and gas regulators in the Interior West are already
doing, or could fill major gaps in state regulation. It also looks

at whether state methane waste rules can fulfill the federal
government's legal responsibilities o protect resources it holds in
trust for the American people.

BACKGROUND:
TIME IS OF THE ESSENCE FOR NEW FEDERAL STANDARDS

When producing oil and gas, the indusiry today intentionally
leaks, releases (vents), and burns (flares) scandalous amounts of
methane into the atmosphere. Companies routinely vent or flare
methane produced by oil wells rather than putfing it into pipelines.
They use outdated equipment that regularly vents methane

to the atmosphere and they allow leaks to occur throughout

their systems. Altogether, the industry wastes enough methane
each year on federal lands to heat one million homes” costing
taxpayers millions of dollars in lost royalty revenue,” threatening
public health,* and contributing climate pollution equal fo the
annual emissions of 14 coal plants.'®

To address these problems, the Bureau of Land Management,

the nation’s steward of public lands, has recognized the need to
update its rules on methane waste. The BLM is now taking steps fo
adopt new standards to eliminate or reduce venting, flaring, and
leaks.

True to form, oil and gas industry groups have opposed new
federal standards meant fo rein in out-of-control, harmful practices,
claiming that new standards are unnecessary and duplicative of
existing state regulations. For instance, when the BLM established
new standards on fracking, the American Petroleum Institute
stated that “a duplicative layer of new federal regulation is
unnecessary, and we urge the BLM to work carefully with the
states...""” The Western Energy Alliance complained that the BLM
fracking standard “is not properly justified and duplicates state
requlation.” Again, when EPA recently proposed new oil and gas
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methane air pollution standards, the American Petroleum Institute
also dismissed them as “duplicative.”™

We issue this investigation of Interior West state natural gas waste
regulations in anficipation of similar objections to the forthcoming
BLM waste standards.

APPROACH:
HOW DO STATE OIL AND GAS RULES STACK UP AGAINST
TOUGH BLM STANDARDS?

The research for this report was conducted before details of
the BLM rule were released to the public. But in developing its
standards, the agency has sought public comment on how fo
reduce methane waste from venting, flaring, and leaks.

National, regional, and local advocates have united to call on BLM
to adopt the highest standards for controlling methane waste from
all major sources through a combination of up-to-date methane
capture technologies, best operating practices, and better planning
for development.2 The report uses these recommendations as

a benchmark for assessing the adequacy of state controls on
methane waste.

Our recommended standards cover methane waste from the
major oil and gas acfivities occurring on public lands, including
well drilling, il and gas production, gathering of gas into
pipelines, and gas processing. They also call for better analysis for
exemptions and waivers, for conditions fo be placed on indusiry
when developing oil and gas on federal lands, and for penalties fo
ensure operators adhere to the rules.

As is the case with BLM, state oil and gas regulators have a legal
duty to prevent the waste of publicly owned resources, but have
adopted rules that vary widely in their coverage and leave many
sources unaddressed. Our report analyzes state rules across the
hoard in order to answer the question “Are state oil and gas rules
in place to prevent methane waste?” The report identifies rules
that have been adopted by state air quality regulators in Colorado,
Utah, and Wyoming to control methane as an air pollutant, but it
does not include these rules in grading these states’ oil and gas
waste regulations.” The report also does not address how effective
states are in implementing their rules.

Our report focuses on the six Western states that host the bulk

of oil and gas activity on public lands: Colorado, Montana, New
Mexico, North Dakota, Utah, and Wyoming. For each major source
of methane waste, the report compares the rules on the books of
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state oil and gas regulators against our recommended standards
and assigns a grade of pass, partial credit, or fail.

The legal obligation of the federal government to manage federal
lands in trust for the American people is also  key piece in
assessing the ability of the states to regulate methane waste on
public lands. The report analyzes whether controls on waste can
be left solely to the states and whether BLM standards can raise
the bar on non-federal lands developed in conjunciion with federal
lands.

FINDINGS:
STATE OIL AND GAS RULES ARE NOT PREVENTING WASTE
ON FEDERAL LANDS

Conirols on methane waste by states responsible for most of the oil
and gas production on federal lands leave enormous gaps and fail
fo protect the public inferest in these resources.

Again, while air quality regulators in Colorado, Utah, and
Wyoming have taken steps to address impacts from methane
emissions, state oil and gas regulators in all six states are falling
short in their efforts to reduce methane waste. Colorado has a

rule requiring oil wells to be completed in a manner that captures
methane for sale or use (green completion), but the exemption for
wells “not sufficiently proximate to sales lines” is a loophole that
perpetuates waste. The Wyoming rule only “encourages” the use
of green completions, and waste rules in the other four states fail
to address green completions at all. For oil wells that are producing
both gas and oil, North Dakota prohibits venting but allows

flaring for at least a year, while Montana, New Mexico, Utah, and

HOW THIS IMPACTS ME...

“We want a healthy and safe environment for our future
generations. We need stronger rules to require oil and gas operators
to fix their leaky wells, storage tanks, and other well-site equipment.

Wyoming place limited time and/or volume restrictions on venting
and flaring.

New Mexico rules prohibit venting or flaring when liquids built

up in gas wells are removed, while Montana and Utah impose
time and/or volume limits on liquids unloading, and Colorado,
North Dakota, and Wyoming leave this waste source unaddressed.
None of the states has waste rules addressing major maintenance
activities for either oil or gas wells, gas-driven controllers,
compressors, or storage fanks. Nor do state oil and gas regulators
require leaks to be located and repaired.

Interior West states also do not employ key management tools

for ensuring that future methane production will be used and

not wasted. Only North Dakota requires drillers to submit plans
showing how they will get the methane they produce to market

or use it fo power their operations. None of the states requires

that economic impact analysis of standards must look beyond
individual wells or private interests, and only Colorado has adopted
rules to control the pace and location of drilling to prevent waste.

All of the states, with the exception of Wyoming, have rules
authorizing conditions to be placed on drilling and other activity,
which could include a ban on waste, and all have rules authorizing
penalties for not following the rules.

While in practice Interior West states and the BLM do work together
to prevent waste, BLM's standards will set a floor for state action,
and the BLM is ultimately responsible for preventing methane
waste on federal lands. It is clear that states are not doing the job
and that new federal standards are urgently needed.

Where | live on Ft. Berthold has been impacted by the lack of
state regulation regarding flaring. For the past 5 years regulators
in Bismarck have routinely approved flaring exemptions within
and near Ft. Berthold. The result of these exemptions has meant
health problems and costs for all reservation residents and lost
royalties for both individual tribal mineral owners and our tribal

government.”

- Theodora Bird Bear

Enrolled member of Three Affiliated Tribes
Fort Berthold Indian Reservation, North Dakota

FALLING SHORT: STATE OIL & GAS RULES FAILTO CONTROL METHANE WASTE



Look at their methane waste rules for the answer.

TABLE 1: Current state methane waste rules compared to recommended standards for
major sources of waste and prevention tools.

STATES AND THEIR GRADES
* % % Pass * % Partial Credit * Fail

co MT NM ND uTt wy
Oil Well Completion * * * * * * *
Well Maintenance * * * * * *
Well Liquids Removal * * % * % * * * % *
Gas-Driven Equipment * * * * * *
Compressors * * * * * *
Storage Tanks * * * * * *
Gas-Producing Oil Wells * * * * * * * * * * *
Leaks * * * * * *
Gas Capture Planning * * * * * Kk * * *
Benefit-Cost Test * * * * * *
Conditions on Permits Thok | ok h | ARk | Ahk [ AAk *
Phasing of Development | * * & * * * * *
Penalties * * TRk | hhkk | KhK * * * %

Air Quality regulators in €0, UT, and WY have adopted rules that cover some methane emissions.
Page 5 details waste sources and prevention tools. Pages 6-7 detail the state analysis with citations supporting this table.
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Our Recommendations By:

SOURCES OF METHANE WASTE

OIL WELL COMPLETION: Making a new well ready for production by
installing equipment to bring oil fo the surface, festing the well's
performance, and venting or flaring methane that is released during the
process.”

> OUR RECOMMENDATION: Require green completions for all new oil
wells to capture methane released during the process and route it to
pipeline or use it at the wellsite.

WELL MAINTENANCE (recompletion/workover): Cleaning out, making
repairs fo, or conducting other major maintenance activities to restore
production at existing oil or gas wells and venting or flaring methane that is
released in this process.

> OUR RECOMMENDATION: Require best waste prevention technologies
and practices to capture and route methane released during well
maintenance fo a pipeline or use it at the well-site.

WELL LIQUIDS REMOVAL: Removing water and other liguids that accumulate
in gas wells and impede production, particularly in older wells, and venting
or flaring methane that is released during the process.

> OUR RECOMMENDATION: Ban venting of methane that is released
in this process and require any of a number of available technologies
and practices when removing¥iquids from a well to capture and route
methane released to a pipeline or use it at the well-site.

GAS-DRIVEN EQUIPMENT: E(1uipmem using gas pressure to open and close
valves and control gas and liquid pressures, levels and flows, and which
then deliberately releases methane into the air.

> OUR RECOMMENDATION: Require that all gas-driven equipment
releasing methane in excess of lower-emitting alternatives be replaced
at existing facilities, and require low-emitting devices to be used at all
new facilifies, or capture and route the gas to a pipeline or use it at
the well-site.

COMPRESSORS: Equipment that increases the pressure of gas to move
it through cleaninﬂ equipment and pipelines and vents methane from
components into the air.

> OUR RECOMMENDATION: Require improved maintenance on or
replacement of components to eliminate methane releases to the air,
or capture and route the gas to a pipeline or use it at the well-site.

STORAGE TANKS: Tanks holding il and other liquids produced at wells
or treated by processing equipment prior to delivery to pipelines or other
transportation that vent methane trapped in the liquids into the air.

> OUR RECOMMENDATION: Require technologies that capture methane
vented from storage tanks and route it o a pipeline.

GAS-PRODUCING OIL WELLS: Oil wells that also produce methane and vent it
into the air or flare it.

> OUR RECOMMENDATION: Ban venting and require methane
produced at oil wells to be routed fo pipelines or otherwise
transported, or used at the well-site. Adopt a schedule to phase out
flaring at existing wells.

LEAKS: Unintentional releases of methane anywhere along the production
and processing systems (for example, from worn-out or rusted equipment
or connections between pieces of equipment).

> OUR RECOMMENDATION: Require frequent inspections, at least
quarterly, using up-o-date leak defection equipment and require
repairs fo be made quickly.

TOOLS FOR ENFORCING STANDARDS

GAS CAPTURE PLANNING: A planning process for determining how methane
from future drilling and production will be routed to a pipeline and
processed or otherwise used and not vented or flared.

> OUR RECOMMENDATION: Require gas capture plans in drilling and
other permit applications that idemi?y how much methane is expected
to be produced, the pipeline or other means to fransport the methane
to a processing plant (unless the methane is used on-site), and the
processing plant that will separate the methane from impurities and
ready it for delivery to an interstate gas pipeline.

BENEFIT-COST TEST: An analysis comparing the benefits and costs of
preventing methane waste.

> OUR RECOMMENDATION: Require economic analysis for permits or
authorizations at a field-level rather than well-by-well basis to identify
lower costs that may be available from preventing methane waste at
multiple wells. Also require consideration of costs and benefis to the
public, rather than just private interests, including the long-term value
to the public of federal oil and gas resources and lands.

CONDITIONS ON PERMITS: Legally-binding requirements for drilling rermiis
or other approvals identifying acfions that must be taken by the driller or
limitations on their acfivities.

> OUR RECOMMENDATION: Place conditions of approval on permits
specifying what actions must be taken to prevent methane waste.

PHASING OF DEVELOPMENT: Limitations placed on when and where oil and
gas can be developed to make sure that pipelines and processing capacity is
in place to prevent waste.

> OUR RECOMMENDATION: Restrict drilling permits fo locations
close to existing pipelines or where methane can be transported by
other means or be used on-site, and where there is enough existin
processing capacity. Restrict drilling permits to areas where enougl?
n;ethane will be produced to support new pipelines and processing
plants.

PENALTIES: Costs in&posed on companies for failing to follow waste
prevention standards.

> OUR RECOMMENDATION: Set a royalty rate of 100% on wasted

methane when operators waste methane, cancel or suspend leases,

5)(1]'1' the acquisition of additional leases, or deny or cancel permits fo
rill.

hﬁ&:ﬁ Methane emissions
208 reductions stand to

? benefit more than just

the climate — they will

= improve public health,

* .. generate royalties, and

| reduce waste.

FALLING SHORT: STATE OIL & GAS RULES FAILTO CONTROL METHANE WASTE
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COLORADOZ
Pass % % %

CONDITIONS ON PERMITS: The il and Gas
Conservation Commission may impose
conditions on drilling permits. 2 Colo. Code
Regs. § 404-1:305.e.

PHASING OF DEVELOPMENT: Production can be
limited in a field or pool to limit waste. Colo.
Rev. Stat. Ann. § 34-60-117(1).

Partial Credit % %

OIL WELL COMPLETION: Green completions
required except for exploratory wells, for wells
not sufficiently close to a sales line, or where

otherwise not technically and economically
feasible. 2 Colo. Code Regs. § 404-1:805(b)(3)

(A).

PENALTIES: The Commission may fine violators
of oil and gas rules up to $15,000 for each
violation per day. Colo. Rev. Stat. Ann. § 34-60-
121.

Fail %

WELL MAINTENANCE: Gas may be flared or
vented during well maintenance without notice
or approval. 2 Colo. Code Regs. § 404-1:912(b).

WELL LIQUIDS REMOVAL: Gas may be flared or
vented during well purging operations without

notice or approval. 2 Colo. Code Regs. § 404-
1:912(b).

GAS-DRIVEN EQUIPMENT: Not covered.
COMPRESSORS: Not covered.

STORAGE TANKS: Not covered.
GAS-PRODUCING OIL WELLS: Not covered.
LEAKS: Not covered.

GAS CAPTURE PLANNING: Operators may submit
a voluntary comprehensive drilling plan that
may involve gas capture planning. 2 Colo. Code
Regs. 404-1:216.

‘ BENEFIT-COST TEST: No requirements for field-
. wide analysis, consideration of public benefits
and costs, or the long-term value of public oil

and gas resources.
b -

4 -I‘.P'iqm't'\’ﬂ""" . :
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MONTANA
Pass % % %

CONDITIONS ON PERMITS: The Board of Oil and
Gas Conservation may impose conditions on
drilling permits. Mont. Admin. R. 36.22.601(5)

(a).

PENALTIES: The Board may reject applications
to flare an amount greater than allowed by
rule. Mont. Admin. R. 36.22.1220(3)(b). For
violations of oil and gas rules, the Board shall
take “necessary action.” Mont. Admin. R.
36.22.503(3).

Partial Credit % %

WELL LIQUIDS REMOVAL: Venting is permitted
during cleaning of the well bore subject to time
and volume limits. Mont. Admin. R. 36.22.1219;
Mont. Admin. R. 36.22.1221(1).

GAS-PRODUCING OIL WELLS: Flaring is allowed

up fo a certain production limit. Mont. Admin. R.

36.22.1220.

Fail

OIL WELL COMPLETION: Not covered.
WELL MAINTENANCE: Not covered.
GAS-DRIVEN EQUIPMENT: Not covered.
COMPRESSORS: Not covered.
STORAGE TANKS: Not covered.

LEAKS: Not covered.

GAS CAPTURE PLANNING: Not covered.

BENEFIT-COST TEST: No requirements for field-
wide analysis, consideration of public benefits
and costs, or the long-term value of public oil
and gas resources.

PHASING OF DEVELOPMENT: Not covered.

o, oo
-H.'r.

A

NEW MEXICO
Pass % % %
WELL LIQUIDS REMOVAL: Gas cannot be used
to gas-lift the well unless all gas produced is

processed or beneficially used. N.M. Admin.
Code 19.15.19.10.

CONDITIONS ON PERMITS: The Oil Conservation
Division may impose conditions on drilling
permits. N.M. Admin. Code 19.15.14.10(B).

PENALTIES: The Division “shall” suspend allowed
production if the operator violates venting

and flaring limitations. N.M. Admin. Code
19.15.18.12(C).

Partial Credit % %

GAS-PRODUCING OIL WELLS: Venting is allowed
for 60 days from well completion, after which
no venting or flaring is permitted except that
gas may be burned pending connection to

a gas-gathering facility. N.M. Admin. Code
19.15.18.12(A), (F).

Fail %

OIL WELL COMPLETION: Not covered.
WELL MAINTENANCE: Not covered.
GAS-DRIVEN EQUIPMENT: Not covered.
COMPRESSORS: Not covered.
STORAGE TANKS: Not covered.

LEAKS: Not covered.

GAS CAPTURE PLANNING: Not covered.

BENEFIT-COST TEST: No requirements for field-
wide analysis, consideration of public benefits
and costs, or the long-term value of public oil
and gas resources.

PHASING OF DEVELOPMENT: Not covered.

NORTH DAKOTA
Pass % % %

GAS CAPTURE PLANNING: Required by North
Dakota Industrial Commission policy. Bakken/
Three Forks Pool Field Rules to Restrict il Prod.
to Reduce the Amount of Flared Gas, Order No.
24665, Case No. 22058 (N.D. Indus. Comm'n
July 1, 2014) (hearing on a mofion fo consider
amendments).

CONDITIONS ON PERMITS: The Commission may
impose conditions on drilling permits. N.D.
Admin. Code 43-02-03-16.

PENALTIES: Production can be restricted if
Commission-approved gas capture goals are not
met. Order No. 24665.% Royalties are due on
gas produced in violation of flaring limitations.
N.D. Cent. Code Ann. § 38-08-06.4(4). Violators
of Commission rules or orders are subject to civil

or criminal penalties. N.D. Cent. Code Ann. §
38.08-16(1).

Partial Credit % %

GAS-PRODUCING OIL WELLS: Venting is
prohibited. Flaring is allowed for one year, after
which the well must be capped, the well must
be connected to a gathering line, or the gas
must be beneficially used at the well-site. N.D.
Cent. Code Ann. § 38-08-06.4; N.D. Admin. Code
4302-03-45.

Fail %

OIL WELL COMPLETION: Not covered.
WELL MAINTENANCE: Not covered.
WELL LIQUIDS REMOVAL: Not covered.
GAS-DRIVEN EQUIPMENT: Not covered.
COMPRESSORS: Not covered.
STORAGE TANKS: Not covered.

LEAKS: Not covered.

STy BENEFIT-COST TEST: No requirements for field-

L
| and gas resources.

~|* wide analysis, consideration of public benefits

and costs, or the long-term value of public oil

o

UTAH?
Pass % % %
CONDITIONS ON PERMITS: The Division of Oil,
Gas and Mining can place conditions of approval
on venting or flaring. U.A.C. R649-3-20(4.4).

The Division may impose conditions on the
drilling permit. U.A.C. R649-3-18(2.1).

Partial Credit % %
WELL LIQUIDS REMOVAL: Venting is permitted

when purging a well subject to time and volume
limits. U.A.C. R649-3-20(4.5).

GAS-PRODUCING OIL WELLS: Venting and flaring
is allowed up to a certain volume. U.A.C. R649-
3-20(1).

PENALTIES: The Board of Oil, Gas and Mining
may issue a formal order to alleviate non-
compliance and/or require a violator to appear
before the Board and shall notify taxing and
royalty agencies. U.A.C. R649-3-20(7).

Fail %

OIL WELL COMPLETION: Not covered.
WELL MAINTENANCE: Not covered.
GAS-DRIVEN EQUIPMENT: Not covered.
COMPRESSORS: Not covered.

STORAGE TANKS: Gas may be vented from oil
storage tanks. U.A.C. R649-3-20(4.1).

LEAKS: Not covered.
GAS CAPTURE PLANNING: Not covered.

BENEFIT-COST TEST: No requirements for field-
wide analysis, consideration of public benefits
and costs, or the long-term value of public oil
and gas resources.

PHASING OF DEVELOPMENT: In response fo a
request for approval to vent or flare, production
can be limited until the gas is marketed or
otherwise beneficially utilized. U.A.C. R649-3-

# PHASING OF DEVELOPMENT: Not covered.

WYOMING*
Partial Credit % %

GAS-PRODUCING OIL WELLS: Venting and flaring
is allowed up to a certain volume. WY Rules and
Regulations OIL GEN Ch. 3 section 39(b).

GAS CAPTURE PLANNING: The Oil and Gas
Conservation Commission has proposed new
rules requiring operators to submit gas capture
plans with applications fo vent or flare over
certain volume limits.?

PENALTIES: The il and Gas Conservation
Commission can impose misdemeanor charge(s)
and fine(s) of $100 to $1000 per offense per

day of unlawful venting or flaring. Wyo. Stat.
Ann. § 30-5-123.

Fail %

OIL WELL COMPLETION: The 0il and Gas
Conservation Commission encourages the use of
technologies fo minimize or prevent flaring or

venting during drilling and completion activities.
Wyo. Admin. Code § OIL GEN Ch. 3 section 39(a)

(iv).
WELL MAINTENANCE: Not covered.

WELL LIQUIDS REMOVAL: Venting and flaring
is authorized during unloading or cleaning

up during routine well purging. WY Rules and
Regulations OIL GEN Ch. 3 section 39(a)(ii).

GAS-DRIVEN EQUIPMENT: Not covered.
COMPRESSORS: Not covered.
STORAGE TANKS: Not covered.

LEAKS: Not covered. While this is not covered
by state oil and gas regulations, WY air quality
regulations require leak detection and repair in
parts of the state with high levels of pollution
from oil and gas activity.

BENEFIT-COST TEST: Not covered.
CONDITIONS ON PERMITS: Not covered.

"
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Legal Q&A on Federal vs. State Authority

QUESTION:
WHO HAS AUTHORITY TO REGULATE METHANE WASTE ON FEDERAL LANDS—THE STATES OR THE FEDERAL GOVERNMENT?

ANSWER: Both. The Tenth Amendment of the Constitution recognizes the inherent “police power” of the states, which empowers
the states to legislate to protect the public welfare. Under this authority, the states have enacted “oil and gas conservation”
statutes and accompanying regulations to prevent waste of oil and gas and thereby protect the public's interest in this

natural resource. These state laws extend to federal lands unless preempted. Under the Mineral Leasing Act and its
implementing regulations, the BLM also has the authority to ensure that oil and gas from federal lands is conserved and not
wasted.

QUESTION:
HOW IS METHANE WASTE REGULATION CURRENTLY SPLIT OR SHARED BETWEEN THE STATES AND THE FEDERAL GOVERNMENT?

ANSWER: The states and the BLM work hand-in-hand to regulate oil and gas development on federal lands. Some state oil and

gas conservation agencies have formal “Memoranda of Understanding” with BLM that detail how responsibility for preventing

oil and gas waste is shared between the agencies. Under the MOU between the BLM and Colorado, for example, state rules are
assumed to apply on all federal lands and leases; BLM and state permitting processes proceed in tandem; and compliance with
state standards and practices can suffice for federal approvals (i.e., applications for permit to drill or master development plans) if
the state standards are “at least as stringent” as the comparable federal standards. However, the BLM retains ultimate jurisdiction
over federal oil and gas and has the power to overrule state determinations or orders that apply to federal minerals.

In general, the law of preemption applies to federal-state regulation of oil and gas, meaning that federal law prevails where there
is a conflict. However, there is a history of cooperation between states and the federal government on oil and gas regulation.

QUESTION:
HOW WILL METHANE WASTE REGULATION BE SPLIT OR SHARED WHEN BLM RELEASES ITS NEW RULE?

ANSWER: A strong federal rule will fill any gaps in state regulation and provide a strong floor of protection. Otherwise, we
anticipate that BLM will continue to work in concert with the states to regulate methane waste on federal lands.

QUESTION:
DOES THE FEDERAL GOVERNMENT HAVE THE AUTHORITY TO APPLY METHANE WASTE STANDARDS ON MIXED-OWNERSHIP OIL AND GAS
FIELDS?

ANSWER: The BLM has the authority fo set standards to prevent waste from oil and gas in private or state ownership in various
circumstances, including if the well is part of a BLM-approved unit agreement or if the development of the resource threatens
the surface of a national forest or other federal public lands.

TABLE 2: Percentage of state production from federal lands and minerals.

Source: “Onshore Petroleum and Natural Gas Operations on Federal and Tribal Lands in the United States,” ICF International, 2015; DrillingInfo HPDI data.

A large share of the oil and gas produced in the West comes from federal lands. States’ rules are inadequate to prevent methane waste on
federal lands within their borders. Tough new federal standards are needed to ensure that both the residents of these states and federal
taxpayers receive full value from production of these resources.
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Conclusions

Are the states that host the largest amounts of federal land prepared to prevent methane waste on these lands and
protect the public interest? Would new federal standards duplicate what the states are already doing? The answer to
both of these questions is no.

Our examination of methane waste rules shows that Interior West states leave too many sources of waste unaddressed
and foo much methane leaked, vented, and flared. State rules that are in place are simply not adequate to prevent
methane waste on federally owned lands and subsurface minerals.

Comprehensive, up-to-date federal standards are needed. These standards will establish uniform rules that apply
across the board to oil and gas activities and force more responsible behavior by industry. They will lead the way for
states, filling the many gaps left by state rules. And they will conserve energy resources, protect public health, ensure
payment of royalties, give weight to other resource values, and help curh dimate change.

Finally, while the states and the BLM work together to regulate oil and gas activity on federal lands, it is ultimately
the federal government's responsibility to prevent the waste of resources it holds in trust for the American people.

We must protect the West's natural heritage, safequard public health, and ensure
fair compensation for use of public resources.

A PERSONAL STORY...

“New Mexico oil and gas regulators lack the technical or political
fortitude to evaluate controls on venting and flaring when they approve
new wells and drilling units. This and the lack of controls on existing wells
has created the largest methane ‘hot spot’ in the nation. I'd like to see a
strong methane rule from BLM that will make the state stop approving
projects without controlling waste and protecting the public interest.”

- Mike Eisenfeld, Staff Organizer, NM Energy Issues
San Juan Citizens Alliance, New Mexico
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