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To Whom It May Concern, 
Please find aƩached my comments on the economic impact of the proposed Rule 8 changes. 
Respecƞully, 
Greg Mendenhall 
Sr. Vice President – OperaƟons 
Texland Petroleum LP 
600 Bailey Ave, Suite 150 
Fort Worth, TX 76107 
(817) 336-2751 
 



Comments on Rule 8 Proposal on Texas Oil & Gas Industry Economics  
10/23/2023 

 
• These comments are based on experience opera�ng in New Mexico where a similar pit 

rule as the RRC proposed Rule 8 exists. 
• Because of mandatory soil sampling if a temporary inground pit is used, operators are 

unwilling to assume the risk of having expensive cleanups if a liner leak occurs. Any liner 
leak, no mater the size, will result in addi�onal soil sampling, excava�on and 
replacement of the soil at very high cost (risk-adjusted average cost of a liner leak is 
about $590,000 in New Mexico). This addi�onal cost has greatly decreased development 
by independent operators because of the unfavorable economics. 
 
Sta�s�cs 

• There are currently about 3,049 oil and gas operators in the state of Texas. 
• The top 20 large operators (ie. Anadarko, Apache, Chevron, COG, Diamondback, 

Marathon, Occidental, Pioneer, XTO, etc.) operate about 21.4% of the wells while 
producing about 52% of the oil and 40% of the gas.  

• The remaining 3,029 operators operate about 78.6% of the wells while producing about 
48% of the oil and 60% of the gas. 

• Many of the 3,029 operators are small independents who support the state and their 
communi�es through local purchases, tax payments and employment opportuni�es. 

• There are currently about 304 rigs running in Texas on any given day, with about 289 rigs 
drilling horizontally (95% of the total) and 15 rigs drilling ver�cally (5% of the total). 

• Many of the horizontal rigs are using equipment to remove cu�ngs from oil-based mud 
systems so that the mud can be reused. The cu�ngs are typically buried at a well’s 
loca�on. In this analysis, 90% of horizontal rigs are assumed to be using oil-based mud 
while the remainder u�lize water-based systems without the cu�ngs removal 
equipment. 

• Addi�onally, because most oil and gas producers have fixed budgets for capital projects, 
added costs will result in a propor�onal drop in drilling ac�vity. Although this 
assump�on was made for both horizontal projects and ver�cal projects, increases in 
ver�cal well expenses will likely have a much larger impact due to lower budgets and 
marginal economics. 
 
 
 
 
 
 
 
 
 
 



Winners/Losers 
• The proposed Rule 8 with its mandatory soil sampling and pit registra�on creates a 

market for numerous businesses. When all of the poten�al gross revenue for disposal 
facili�es, trucking companies, closed loop system equipment suppliers and 
environmental remedia�on companies is tallied, this new regula�on-driven market will 
be worth $513,310,000 annually. There is litle wonder that disposal facility & 
environmental companies are filing for permits even before the proposed Rule 8 is 
finalized. 

• However, the losses to oil and gas operators, service and equipment companies, 
landowners, working and mineral interest owners, and the state of Texas and its local 
governments, will be about $1,588,770,000 annually. 

• With 3767 horizontal wells drilled and 456 ver�cal wells drilled annually in Texas, the 
proposed Rule 8 will result in a cost of $513,310,000 to the oil and gas industry annually. 
Ver�cal wells will be most affected and will cost at least 20% or more on average. 

• With budgets constrained by either stockholder expecta�ons, cashflow or limited access 
to capital markets, the added expense will result in a reduc�on of at least 47 horizontal 
wells and 80 ver�cal wells per year. This reduc�on in drilling and produc�on means a 
loss of about $54,100,000 in state severance tax and about $36,800,000 in local taxes 
(ad valorem) annually. 

• The reduc�on in drilling will also directly affect working and royalty interest owners. 
Working interest owners stand to lose a whopping $367,200,000 annually and royalty 
owners will lose about $99,600,000 annually. 
 
Conclusions 

• The Oil & Gas Industry has a shared goal with the TCEQ and Texas Railroad Commission 
of preven�ng water contamina�on. 

• Because of the economic cost to the State of Texas and to its energy producers, 
regula�ons should be based on real problems and not perceived problems. 

• It has been clearly shown that the current Rule 8 Chapter 3.8 has served the RRC and 
Texas ci�zens well since no cases of groundwater contamina�on have been iden�fied by 
the TCEQ with regard to temporary pits over the last 40 years. 

• Despite the poten�ally large profit for environmental services and Closed Loop 
equipment companies that would come with the proposed Rule 8 pit regula�ons, there 
is a serious ques�on concerning equipment and services availability (including cu�ngs 
control equipment, haul trucks, roll-off bins, fluids storage tanks, commercial waste 
disposal facili�es, environmental services and lab resources). The costs of delayed 
projects were not part of the analysis but could lead to larger losses for state severance 
and ad valorem taxes.  

• As experienced in New Mexico, real damage has been caused by increased truck traffic 
on roads and highways while hauling cu�ngs. Based on the required addi�ons of Closed 
Loop Systems and cu�ngs haulers, the new regula�ons will lead to an addi�onal +300 
haul trucks on the road daily and about 40,000,000 miles driven between loca�ons and 
disposal facili�es annually. The miles for Closed Loop equipment delivery were not 



included. Also, about 5,000,000 gals of diesel would be burned while hauling drill 
cu�ngs or soil. When drilling in areas close to or in towns or ci�es occurs, this can lead 
to nuisance issues and lots of road repairs. 

• Lastly, landowners are concerned that a pit registra�on system would lead to a loss in 
the real value of their land, especially in areas where developers are ac�ve. Landowners, 
who already could lose millions of dollars in damage payments because of fewer wells 
drilled, would also face the prospect of having lower land valua�ons and forfeited sales 
because of a registered temporary pit. All of this occurring despite the fact that there 
was no impact on groundwater in the area. 

 
Recommenda�ons 

• Based on current experience, knowledge, and a proven track record over the last 40 
years, the current Rule 8 guidelines in Chapter 3.8 on temporary drilling, comple�on and 
workover pits should be followed for most of the state. Temporary pits should be 
defined as having a service life of the drilling opera�on plus no more than a year. The 
RRC Districts should modify the temporary pit rules only in the event that there is a 
clear, demonstrable risk to the water table. 

• Pit registra�on for temporary drilling, comple�on and workover pits should be 
eliminated. Pit registra�on mimics 40 CFR 280 and should not apply to temporary pits 
unless there is a clear, demonstrable risk. Pit registra�on can easily lead to li�ga�on. This 
was clearly demonstrated In New Mexico. 
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