Environmentalists, Energy Companies Lobby on Coming Methane Rule
by Jennifer A. Diouhy
Oct. 21, 2015: Washington – Environmentalists and energy companies are trying to influence the Obama administration’s plan for thwarting an oil industry practice of venting and burning natural gas at some wells.
Stakeholders on both sides of the issue — including the environmentalists who want tough new mandates and the oil producers who insist current regulations already deter the practice — are pressing their case in meetings with the White House Office Information and Regulatory Affairs.  The agency is currently vetting an Interior Department proposed rule that would limit venting and flaring natural gas on public lands managed by the Bureau of Land Management.
While the office has up to 90 days to scrutinize proposed rules, the proposed methane mandates are expected to be released before international climate negotiations in Paris this December.
The Environmental Defense Fund met with the regulatory affairs office to discuss the rule on Oct. 13.  Representatives from the American Petroleum Institute followed suit a day later.  Lobbyists with the Independent Petroleum Association of America — along with 3 of the group’s member companies — are set to meet with OIRA on Oct. 27.
Details of the proposed rule are still under wraps, but the Obama administration has telegraphed its plans to “reduce wasteful venting, flaring and leaks of natural gas from onshore wells” on federal and Indian leases nationwide.  That could include charging energy companies higher royalties for the gas they vent or burn off from some oil wells as a less-lucrative byproduct of more valuable crude.
The BLM proposal also could mirror a separate Environmental Protection Agency initiative unveiled in August.  It would require companies to find and repair leaks from new and modified wells and energy infrastructure, including compressors, pneumatic pumps and processing plants.
Both the EPA’s proposed rule and the plans BLM have drafted are seen helping to fulfill a White House pledge to pare the oil and gas sector’s methane emissions by 40 to 45% of 2012 levels by 2025.
The primary ingredient in natural gas, methane represents only about 9% of human-related greenhouse gas emissions in the United States but is 25 times more powerful than CO2 in warming the atmosphere.  Methane releases threaten to undo some of the climate change benefits of generating more electricity from natural gas and the Obama administration’s Clean Power Plan curbing greenhouse gas emissions tied to electricity generation.
Oil companies may vent and flare gas when equipment fails, when wells are being evaluated, and during some tests.  The BLM already allows brief episodes for those reasons, without charging firms for the waste.  But energy companies also are burning off natural gas — a tradeoff that generates CO2 emissions instead of the more potent methane — at oil wells that do not have nearby pipelines or other infrastructure for sending that gas to market.
There are big stakes in the fight.  About 40 million acres of BLM lands are currently leased for oil and gas production.  The territory is responsible for about 14% of the nation’s onshore gas production and 8.5% of its onshore oil.
On the BLM rule, a major question is whether it will apply only to methane emissions from new wells on public lands, or if it will wrap in existing sources too.  Industry officials say it could be more complicated and costly to add emission-limiting technology to existing wells and infrastructure on public lands.
But conservation groups such as EDF argue that despite growing oil development, there is a huge stock of existing sources that will generate the bulk of the sector’s emissions for years, and they shouldn’t be left out of any new mandates.  “Venting, flaring and leaks from oil and gas facilities on federal lands not only contributes to climate change and threatens public health, it represents an irresponsible and unnecessary waste of natural resources,” said Tomas Carbonell, a senior attorney specializing in climate and air regulation for EDF.
The BLM has a “fundamental responsibility’ to conserve resources, and that requires “strong action” to minimize natural gas waste, Carbonell said in an agency listening session on the issue.
Two former BLM officials, Bob Abbey and Mike Dombeck, stressed the the agency has “clear authority” to address both new and existing operations.  “Given the size and scope of the current problem, the BLM rule should both address the problem we have today and plan for the future,” the pair said in an Oct. 15 letter to the Office of Management and Budget.
Abbey and Dombeck also urged the agency to end venting gas from oil producing wells altogether.  They said it should require “significant cuts” in flaring.  “While some flaring will be inevitable in the early stages of production, companies can – and many are – taking steps to stop the practice,” they said.
Energy companies stress that they are working voluntarily to curb venting and flaring, partly because they have an economic incentive to capture and sell natural gas.  They insist the new BLM proposal could boost costs, discouraging some development altogether.
API upstream director Erik Milito said the BLM’s proposal could deter oil and gas development on public lands, which already lag behind private land when it comes to the activity.  Any new BLM rule must be feasible and practical — and stand up when examined against a backdrop of other regulations, including the EPA methane proposal, Milito said.
The BLM’s legal mission is mostly economic.  Federal laws obligate the agency to prevent waste.  When natural gas is vented or flared at the wellhead, the government and taxpayers miss out on collecting royalties tied to the commodity.  But the issue has unmistakable environmental overtones.
The BLM “has a duty to ensure conservation of resources and prevention of waste, and that’s distinct from EPA’s responsibility to protect the environment,” Milito said “What we don’t want to see is BLM cutting and pasting whatever EPA does.”
“They have a responsibility to make sure they are not making production uneconomic,” Milito said.  “That would obviously diminish returns to the taxpayer, because if they’re shutting in production, they’re not getting returns to the taxpayer.”
API and other oil industry groups want the government to stick with the BLM’s existing practice for approving venting and flaring at some wells.  This allows the activity for a year in some cases.  The agency also can authorize venting and flaring when it is convinced the expenses of marketing or beneficially using gas at a site “are not economically justified” and trying to conserve the fossil fuel would force firms to abandon the oil altogether.
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