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Dear Mrs. Martinec:
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713-658-0077 FAX 713-655-0346

ROCKY MOUNTAIN DISTRICT
600 17TH STREET, STE. 2230 SOUTH
DENVER, COLORADO 80202
303-534-4404 FAX 303-534-4661

August 15, 2022

BTA 0il Producers, LLC (“BTA”) has reviewed the proposed new Section 3.66 of the
Texas Administrative Code (“Statewide Rule 66”) and submits the following:

e BTA joins in all the comments, requested changes, and accompanying rationale for
such comments and requested changes that have been provided to you by Henry
Resources LLC, a copy of which is attached as Exhibit “A.”

e Additionally, BTA asks that with respect to Subsection (a), Applicability be amended
to exempt a facility from Statewide Rule 66 if such facility requires more electrical
energy to operate than the amount of electrical energy that can be generated from the
gas produced from such facility.

Please let us know if there is anything else we can provide.

Sincerely,

BTA Oil Producers, LLC

tc’u. 0. WV;‘J/ j;..

Rick D. Davis, Jr.
General Counsel



EXHBIT A
(Copy of Henry Resources LLC’s Comments and Requested Changes to Statewide Rule 66)



Yia email

Kellie Martinec, Rules Coordinator
Office of General Counsel
Railroad Commission of Texas

rulescoordinator@rrc.texas gov
Re: Comments to Ptoposed Statewide Rule 66
Dear Mrs. Martinec:

Henry Resources LL.C (“Henry”) hereby provides the following comments to the Railroad
Commission of Texas (“RRC”) on the requested changes to 16 Texas Administrative Code § 3.66
(“Statewide Rule 66”), and the attached, corresponding blackline of the rule for your convenience.
Henry is committed to the goal of improving teliability of the electricity supply chain in the State of
Texas, and makes the following comments in furtherance of that objective.

Overview

The goal of Henry’s comments is twofold: First, to clatify a producer’s discretion to weatherize
facilities it operates based on actual operations and its expetience and expettise in the field. Second,
to propetly tailor the rule so that it only applies to those facilities matetially contributing to power
generation in the State. To that end, Henry adds the term “dry™ to the desctiption of natural gas because
only dry natural gas is sent to Texas’s gas-fired electric generatots. An opetator will know how much
dry gas it produces for a facility based on historical sales records—the ratio of wet gas produced to
dry gas sold traditionally does not vary once production stabilizes.

In addition to the comments included in this letter regarding Statewide Rule 66, Henty strongly
recommends that the RRC also amend Statewide Rule 65' to allow exceptions to the ctitical
designation for facilities that do not contribute to power generation in the State, make a minimal
contribution to power generation, or participate in the Electric Reliability Council of Texas’s
(“ERCOT”) load resoutce program. ERCOT has publicly stated that, “the value of a Load Resource’s
load reduction is equal to that of an increase in generation by a generating plant.”? Failure to exempt
facility’s participating in the load resource program from the ctitical designation will, thetefore, result
in a loss of available powet equivalent to that of a loss of dispatchable power generation.

In suppott of its stated goals, Henry submits the following comments:

116 Tex. Admin. Code § 3.65.

’ ERCOT, LoAD RIISOURCE PARTICIPATION IN THL ERCOT MARKE1S,
htips/ /A www.ercorcom/services/ programs/load/lanr (last visited June 13, 2022).

Henry Resources LLC, 3525 Andrews Hwy, Midland, TX 79703 - (432) 694-3000



Comments

Comment 1: Subsection (a) Applicability should be amended to clatify that facilities are exempt
from Statewide Rule 66 if the facilities produce less gas than the minimum production volumes
desctibed in Statewide Rule 65 or if the facilities are included on an approved Form CI-X (Critical
Designation Exception Application).

Comment 2: Subsection (a) Applicability should be amended to clearly state 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. Henry cannot see the map to determine if any of the facilities it operates are on the
map. Thus, operators must be notified about which facilities are included on the map to determine
whether the rule applies, and how to implement applicable weather emergency preparedness
standards.

Comment 3: Subsection (b)(4) Definitions should be amended to clatify the meaning of “major
weather-related forced stoppage™ as follows:
® The definition should include an objective standatd, e.g., a petcent 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.

® 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 Theloss 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 generatots.

Comment 4: Subsection (b)(5) Definstions should be amended to include “major” in the
definition of “repeated weather-related forced stoppage,” i.e., “When a gas supply chain facility or a
gas pipeline facility has more than one major weather-related fotced stoppage violation within a
calendar year.” As proposed, any minor or immatetial weather-related forced stoppage may trigger the
requirement for an operator to hire a third-party engineer and incur a significant, but unnecessary
expense with no added benefit to grid reliability.

Comment 5: Subsection (b)(8) Definitions should be amended to cleatly state an operator’s
discretion to implement weatherization standards based on the operatot’s own expertise and analysis
regarding preparations to operate its own facilities during a weather emergency. As proposed, the
definition requires operators to install equipment to mitigate weather-related opetational risks, which
may not be required in certain citcumstances, is not the purpose of the tule, may lead to waste, and is
unduly burdensome on producets.

Comment 6: Subsection (b)(9) Definitions should be amended to avoid redundancy and
promote consistency—the definition of “weather-related forced stoppage™ should reference “weathet
emergency,” i.e., “An unanticipated and/or unplanned outage in the production, treating, ptocessing,
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storage, or transportation of natural gas that is caused by a weather ¢ emergency [eonditions-such-as

freezing-temperaturesfreezing precipitation;-or-extreme-heat].”

Comment 7: Subsection (c)(1)(A) ensure the sustained operations 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 ate 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
requitements outlined in Section 186.002 of the Texas Utilities Code. Henty recommends the text of

this subsection be amended so that the subsection reads, “[ensure-the-sustrined-eperation| prevent
weather-related forced stoppage of a gas supply chain facility...during a weather emergency....”

Comment 8: Subsection (c)(1)(B) correct known weather-related forced stappages should be amended
to promote consistency with all other sections of the rule. The phrase “cold weather conditions™
should be replaced with “weather emetgencies” because cold weather conditions are included in the
definition of “weather emergencies,” i.e., “cotrect known repeated weather-telated forced stoppages
that prevented sustained operation of a facility because of previous [eold-weather-conditions| weather
emergencies.”

Subsection (c)(1)(B) should also be amended, as stated above, to natrow the scope of
applicability to only those repeated weather-related forced stoppages. A single weather-related forced
stoppage may be a fluke or an outlier, and correcting such an anomalous stoppage may not do anything
to support reliability of the grid. More narrowly tailoring the rule to apply to repeated weather-related
forced stoppages will ensure that only problematic stoppages are cotrected, suppotting the reliability
of the grid.

Comment 9: Subsection (c)(2)(A)-(B) weather emergency preparation measures must be amended to
avoid any suggestion that the RRC has jurisdiction to require producets of natural gas to opetate undet
any conditions, and to clarify the operatot’s discretion to implement weathetization standatds based
on the operator’s own expertise and analysis regarding prepatations 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 requited by patagraph (1) of this subsection [shall] may
include but are not limited to....”

Comment 10: Subsections (c)(2)(C) emergency operations planning using a risk-based approach and
(©)(2)(D) weatherization methods should be eliminated from the tule and placed into a manual for the
following reasons:

First, placing the weatherization methods in a guidance manual instead of the tule allows the
RRC to propose new and/or amended weatherization methods without the necessity of a lengthy
tulemaking. New and/ot amended weathetization 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.

Second, the proposed weatherization methods curtently included in the draft rule are not
equally applicable to producets, transpotters, and processots. For example, a prudent opetator would
not keep fuel onsite at a producing facility, as requited by subsection (c)(2)(D)(i), because storing fuel
onsite creates a fire hazard. Additionally, it is unclear how a producer would simulate cold weather
conditions to test freeze protection components as requited by subsection (c)(2)(D)(xit). Furthermore,
an oil and gas producer cannot coordinate with local authorities to allow for ingress and egress during
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weather emergencies, as required by subsection (c)(2)(D)(xix), because a producet only has authority
under the mineral lease to enter and use as much of the sutface 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 patties, even during a weather emergency. Similarly, a producet cannot buty subsutface
water piping, even new subsurface piping, without renegotiating existing minetal leases and/or surface
use agreements. Placing the recommended weathetization methods in a2 manual will allow the RRC to
distinguish between weathetization methods applicable to production facilities, transpottation
facilities, and processing facilities.

Thitd, many of the technical terms used in subsection (c)(2)(D) ate not defined in statute, rule,
case law, ot other secondary sources. Henry finds it difficult, if not impossible, to implement the
RRC’s weathetization methods without additional detail regarding the definition and/or intended
interpretation of the technical terms. Placing the tecommended weatherization methods in a2 manual
will allow the RRC to cleatly define the technical terms currently cited in the proposed rule.

Foutth, the proposed weathetization methods cutrently included in the draft rule are methods
deployed in cold weather climates.” The weathetization manual should be prepated in consultation
with industty so that production of natural gas in the State is not prematutely curtailed due to unduly
burdensome weathetization requitements.

The RRC regulatly maintains manuals that are used by industry and enforced by the RRC, e.g.,
H2S8 Manual, Injection Storage Manual, Oil & Gas Procedure Manual, Guidance Manual for Operators
of Small Natural Gas Systems, ctc. The weatherization methods cutrently detailed in the proposed
rule are the type of guidance materials the RRC has typically included in a guidance manual—a practice
common at the RRC for the past 50 years. Subsections (c)(2)(C) emergency operations planning using a risk-
based approach and (c)(2)(D) weatherization methods should be eliminated from the rule and placed into a
weatherization manual.

Comment 11: Subsections (d)(1)(A)() — (v) Weather Emergency Readiness Attestation should be
eliminated and replaced with the standard RRC cettification:

Certificate: I declare under penalties preseribed in Sec. 91.143, Texas Natural Resources Code, that I am
authorized lo make this report, that this report was prepared by me or under my supervision and direction, and
that data and facts stated therein are Irue, correct, and complete, to the best of my knowledge.

Comment 12: Subsections (DMW)B)@) — (xvi) Attestation Attachment should be eliminated and
teplaced with the requirement to file an emergency operations plan ot similar annual filing with a
general desctiption of the operatot’s operations and weatherization procedutes.

Comment 13: Subsection (f) Weather-related forced stoppages should be amended to distinguish
between reporting standards applicable to gas supply chain facilities and gas pipeline facilities. Henry
tecommends creating subsection (f)(1), reporting standards applicable to gas supply chain facilities,
and subsection (f)(2), reporting standards applicable to gas pipeline facilities. Subsection (£)(3) could
address repeated weather-related forced stoppages, and would be applicable to both gas supply chain

3 See, e.p., APPENDIX: GTI REPORT, FERC REPORT ON QUTAGES AND CURTAILMENTS DURING THE SOUTIWEST COLD
WEATITER EVENT OF FI:BRUARY 1 — 5, 2011 (Aug. 2011), available at hutps://www.fere.gov/sites/default/ files/2020-
04/08-16-11-report,pl.




facilities and gas pipeline facilities. As proposed, the rule is not clear about which repotting standards
apply to the different facilities.

Comment 14: Subsection (£)(1) Weather-related forved stappages should be amended to increase the
threshold for a reportable weather-related forced stoppage from >0 mcfd to the greater of 15,000 mcfd
per lease ot a forty percent (40%) reduction in lease production averaged over a three (3) month petiod
of standard production, whichever is greater. Producers may expetience a slowdown in the gas molecules
during a cold-weather weathet emergency due to thermodynamics. Thete ate also natural fluctuations in
production. Subsection (f)(1) should be clarified to ensute that the reporting requitements ate only
triggered when a teduction in production is caused by an unanticipated and/or unexpected weather
cmergency. This would also ensure that operators ate only penalized for degradations of production
from actual weathet-related forced stoppages.

Comment 15: Subsection (f)(2) Repeated weather-related forved stoppages should be amended to clarify
the following;
¢ Contracting with a third-party is only required after notice and opportunity for hearing, and in
accordance with a RRC final otder.

® The term “qualified engineer” should be teplaced with “tegistered professional engineer,”
consistent with all othet RRC regulations.

® Operators must be given the option to file the engineer’s assessment and operator’s cotrective
action plan as confidential in accordance with subsection (d) of the rule to protect operational
trade secrets.

Comment 16: Subsection (g)(1) 1iolation of this section by a gas supply chain facility operator should be
amended to clarify that an alleged violation that is not remedied in a reasonable amount of time will only
be refetred to the Office of the Attorney General after notice and oppottunity for hearing. This will
ensure enforcement of Statewide Rule 66 is consistent with all other RRC tules.

Comment 17: Subsection (g)(1) Enforcement should be amended to teplace “person” from line
4 with “gas supply chain facility” to clarify that this subsection only applies to gas supply chain facility
operatofs.

Comment 18: Subsection (g)(2) Enforcement should be amended, as stated above, to replace
“person” from line 4 with “gas pipeline facility operator” to clarify that this subsection only applies to
gas supply chain facility operators.

Comment 19: Figurs 16 TAC §3.66(g)(1). The production thresholds identified in the violation
factors should be updated to reflect the degradation in production (greater of 15,000 mcfd pet lease
or a forty percent (40%) reduction in lease production averaged over a three (3) month petiod of
standard production) discussed in the previous comtment.

Comment 20: Figure 16 TAC §3.66(g)(1). The factor value assigned to an oil lease ot gas well
facility producing an average of 5,000 mcfd and a gas processing plant, undetground gas storage, ot
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 ot a forty
percent (40%) reduction in lease production averaged ovet a three (3) month petiod of standard
production discussed in the previous comment.



Comment 21: Figure 16 TAC §3.66(g)(1). The violation factor “Hazard to health, safety, ot
economic welfare of the public” should be amended to “Actual hazard to health, safety, or economic
welfare of the public.”

Comment 22: Figure 16 TAC §3.66(g)(1) should be amended to include a factor value of “-
4” for a producers good-faith attempt to produce natural gas during a weather emergency.

Please let me know if there is anything else we can provide.
Sincerely,
HENRY RESOURCES LLC
By:  David Bledsoe £,
President &2




§3.66. Weather Emergency Preparedness Standards.
(a) Applicability.
(1)  [in-aee

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

is 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.

) 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.
) 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:



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.
@ 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
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© results in the loss of production exceeding 15,000 Mecf 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, [ard] 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.

©) 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

weather emergency [eenditions-such-asfreezin at].




(©) Weather emergency preparedness standards for a gas supply chain facility or a gas
pipeline facility.
9] 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-eperation| 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-eonditions] 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
&3 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 [including data-illustrated-in-the-table-of-this-subseetion|. [Weatherization-methods-may
s oluded ‘ Gt e follawinas




(d) Weather Emergency Readiness Attestation.
)] 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



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

(B) includes an emergency operations plan, including a general description
of the operator’s emergency operations and weatherization procedures. [-attachment-deseribing-all

(C)  forthe Weather-Bmergency-Readiness-Attestation-de-December-t:
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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
(PIA), 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.
® Weather-related forced stoppages by a gas pipeline facility or gas supply chain facility.

€))] Gas supply chain facility.

(A) An operator of a gas supply chain facility [er-a-gas-pipeline-faeility] 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 [e+a

~ pas oo ithdrawal_or trans ; . coding 200 MMet tay],

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

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

stoppage-was-caused-by-the-facility’s-failure-to-adhere-to-the-requirements-ofthis-section-the-facility-will
ey 5 sorss]

) 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 MMecf per day, the operator

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

Division 24-hour emergency telephone number.




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 [er-major
weather—related-forced-stoppages] in sustained operations [rsueh-as-equipment-freeze-offs—instrument
failuresforced-outagess-or-foreed-shut-ins] shall, after notice and opportunity for hearing, [apennetice

from-the] and in accordance with a Final Order issued by the Commission;fs]

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

Natural Resources Code § 86.044(f) [qualitied-engineerwith-related-experienee] to assess its weather

emergency prepa:ratlon measures, plans procedures, and operatlons [ﬂ*equ&hhed—enwee}—shal-l—ﬂet—be

(B) [Fhefaciity-s-operatorshal] 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 [qualified] registered professional engineer [ard] setting out the facility
operator’s corrective action plan [within-the-timeframerequired-and-in-compliance-with-the-terms-n-the
Commission’s-notice that-the-facHity-isrequired-to-comply-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 Afttestation.

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.

€3] Enforcement.
)] 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 [pessen] gas supply chain
facility operator has violated this section [and-the-vielation-is-netremedied-in-areasonable-amount-of
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-—violation-oceurs-constitutes-a

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

under Texas Natural Resources Code §86.222 for violations of this section.



Figure: 16 TAC §3.66(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.[;]

(B) [¢]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.



Figure: 16 TAC §3.66(g)(1)

Classification System

Violation Factors Factor Value Points Tally

Qil lease or gas well facility out of compliance with §3.66
produces an average of 15,000 Mcf of dry natural gas per 4
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 3
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 2
than 1,000 Mcf of natural gas per day

Qil lease or gas well facility out of compliance with §3.66
produces an average of 250 Mcf or more per day but less 1
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 4
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 3
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 2
capacity of less than 100 MMcf of natural gas per day

Actual [H]hazard to health, safety, or economic welfare of 5
the public
Potential hazard to health, safety, or economic welfare of 2
the public
Time out of 90 days or greater 4
compliance
(calculated as days the
Qperater fal_ls to_ 60 days or more but less than 90 3
remedy a violation days
noted in a
Commission notice of| 30 days or more but less than 60 2
violation) days
5 days or more but less than 30 1
days




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
emergency
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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