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In January 2019,
California’s Governor
Gavin Newsom was
inaugurated as the
leader of the world’s
fifth largest economy
at a time of great
peril and opportunity
for our climate. In
the next decade, we
must cut emissions
in half to be on track
to limit warming

to 1.5°C and avoid
the most disastrous
consequences of
climate change.!

In recent years, California has taken the lead in the U.S. at
enacting strong policies to reduce demand for fossil fuels and
holding the line against President Trump’s rollback of federal
environmental protections.

California’s Governor Gavin Newsom
© MediaPunch Inc / Alamy Stock Photo

However, the latest science — and a groundswell of
grassroots activism — show that Governor Newsom must
do more to phase out fossil fuel production in California
and ensure a managed decline of oil and gas production in
the state, while at the same time, protecting public health
and building a just and equitable transition for California’s
workers and communities.

This report sets out the rubric by which Governor Newsom
will be graded on a Climate Report Card to track his
progress towards these critical climate goals.

Despite its track record of strong climate policies to
reduce demand for fossil fuels, California remains a major
oil and gas producer. The state has remained a top oil and
gas producer for decades, although production has been in
slow decline. Crude oil production in California peaked in
1985 at 394 million barrels, declining to 169 million barrels

in 2018.% As recently as 2016, California was the #3 state for
oil production (behind Texas and North Dakota); it is now

#6, partly due to surging shale production in places like New

Mexico and Colorado.? Similarly, California’s gas production
has also broadly declined since 1985, and the state is
currently ranked #15 in production.* California crude is
among the dirtiest in the world, rivaling Canada’s tar

sands in full lifecycle carbon emissions.®

Recent studies have highlighted the risk that continued fossil
fuel production will undermine strong climate policies and
“lock in” unsafe levels of warming.®” These studies highlight
that fossil fuel producing regions, such as California, can and
must take steps to phase out fossil fuel production in tandem
with strong policies to cut emissions. Two recent analyses of
California oil and gas found that a moratorium on new oil and
gas permitting would accelerate the production decline — but
issuing new drilling permits could maintain production at
levels inconsistent with a safe climate.®® What’s more, those
living closest to oil and gas extraction — and who bear the
largest health risks from continued drilling — are more likely
to be low-income and communities of color.?

The Last Chance Alliance — a coalition of 700
environmental, health, justice, faith, labor, community,
parent, and consumer organizations — has three
demands of Gov. Newsom:!!

1. STOP new fossil fuel projects: Lead by issuing
no new permits for oil and gas extraction, fossil
fuel infrastructure, or petrochemical projects in
California.

2. DROP existing production: Set a national and global
precedent by becoming the first oil- producing state
to announce a phase-out of existing production
in line with the Paris climate goals, with a just
and equitable transition that protects workers,
communities, and economies.

3. ROLL out setback limits: Begin by first phasing out
oil production in places that are suffering most from
the impacts of fossil fuel extraction—by creating a
2500-foot health and safety buffer zone between
fossil-fuel infrastructure and homes, schools, and
other sensitive sites.
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Although Newsom started off his term with some missteps,
he has recently taken several encouraging actions. Following
reports of a surge in oil and gas permitting on his watch and
significant conflicts of interest among regulators, Newsom
fired the state’s top oil regulator.’? He signed the 2019 budget
appropriations bill which includes funding for two studies
into “strategies for managing the decline in the demand

and supply for fossil fuels” and “ways to significantly reduce
emissions from vehicles.”** In October 2019, Newsom signed
a bill to limit oil and gas development on state lands** — a
move that could potentially stymie President Trump’s plan to
increase drilling on federal lands.

On November 19,2019, Newsom’s administration
announced three actions “to safeguard public health and the
environment, advance California’s goal to become carbon-

neutral by 2045 and manage the decline of oil production and
consumption in the state.”** This move marks California as the
first major fossil fuel producing region in the United States to
seriously begin a process to manage the decline of fossil fuel
production®® — although it remains to be seen how far these
reforms will go in reducing oil and gas production.

The ultimate impact of these proposed reforms is unknown,
and on their own, they do not meet the level of ambition
necessary to match the scale of the climate and public health
crisis. We therefore propose a “scoring rubric” to set criteria to
assess how well Newsom and his administration manage the
decline of oil and gas production.

As climate disasters and planned blackouts roil the state, the
need for urgent climate action could not be clearer.

Rise for Climate, Jobs & Justice March in San Francisco © Michael Short / Greenpeace
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Recent studies have shown that plans to expand fossil fuel
extraction threaten to undermine the goals articulated in
the Paris Climate Agreement.'” Oil-producing regions

such as California must enact policies that target a decline
in production alongside policies that reduce demand for
fossil fuels.

Governor Newsom must put an end to new permits for
oil and gas production and enact a phase-out of existing
production in line with the Paris goals.

Research by FracTracker'® and Consumer Watchdog?®
found that, over the first half of 2019, Governor Newsom’s
administration approved 35% more drilling permits, 28%

more total permits, and 103% more well-stimulation permits

compared with a similar period in 2018, the final year of
Gov. Brown’s administration. Those reports also uncovered
evidence that numerous staffers at the Division of Oil,

Gas, and Geothermal Resources (DOGGR) had significant
financial conflicts with the industry they were charged
with regulating. Following a July staff shake-up, no new
permits for fracking or acidizing have been approved in
the state.? Other oil and gas permits have moved forward,
but at a slower pace.?

Governor Newsom’s November 2019 announcement did
not end all new oil and gas permits in the state, but it did
signal future changes for two types of permits.

First, the Department of Conservation (DOC) ordered the
“halt of approvals of new oil extraction wells that use high-
pressure steam to break oil formations below the ground.”
Itis unclear whether the moratorium on these permits
will be permanent, as regulators “could require certain
safety practices, update regulations to impose new rules,
or prohibit the practice altogether.” New regulations
enacted earlier in 2019 prohibit “surface expressions,”?
which are leaks to the surface of oil and water, often
associated with high-pressure cyclic steaming, including
at the Cymrric field in Kern County. A potential ban on
high-pressure cyclic steaming would not necessarily halt
production from all such wells, as enhanced oil recovery
could continue at lower pressures.

Second, DOC ordered that “pending applications to conduct
hydraulic fracturing and other well stimulation practices
will be independently reviewed.” This policy encompasses
an “independent audit of its permitting processes for well
stimulation and underground injection control,” as well as
a “third-party scientific review of pending well stimulation
permit applications” while the audit is being completed.
Again, it is unclear what will eventually come from these
two new processes, whether they will lead to a full
moratorium, a decline in fracking permit approvals,

or merely another review process on the way to

routine approvals.

The November 2019 announcement did not encompass
all oil and gas permitting, nor did it explicitly target a
production phase out consistent with the Paris goals.
However, the announcement did refer to the goal of
managing “the decline of oil production and consumption
in the state” — an encouraging frame of reference that
suggests the Governor does not see a long-term role

for oil production in California.

As California’s oil production is already in decline, the

key task will be to adopt policies that set an ambitious
pace consistent with limiting warming to 1.5°C, while
taking into account equity and public health issues

for California’s workers and communities. The recent
Production Gap report showed that global oil production
must decline by at least 30% from 2020 to 2030 to put

us on a pathway consistent with 1.5°C.% (Other studies
indicate that faster declines in oil use will be necessary.)*
California has a robust and diversified economy with
adequate resources to successfully manage the economic
dislocations of a production phase out. For reasons of
global equity, California should pursue an even faster
phase out of existing production than the global average.”

Studies by Stockholm Environment Institute (SEI) and
Oil Change International (OCI) both indicate that a policy
of no permits for new wells would achieve this faster
phase out. Both studies estimate that production from
existing wells will decline by about 10% annually, which
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California Crude Oil Production Forecasts
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Figure 1: California’s historical crude oil production (black) compared with forecasts from the EIA’s Annual Energy Outlook 2019 (orange), Erickson
& Lazarus 2018 (SEl report, red), and Trout 2018 (OCl report, blue). Also shown is the global decline in oil production from the 1.5°C scenario in the
Production Gap report, scaled to the EIA’s 2020 production level for California (green).

would cause California’s oil production to fall roughly also achieve the goal of putting California on a ‘Paris-
75% from current levels (169 MMbbl in 2018) to around compliant’ pathway. Such an ambitious phase out

40-50 MMbbl in 2030.% The OCI report also models a would cement California’s position as a global leader
phase out of existing production within a 2500 foot public on climate policy. However, less ambitious reforms of
health buffer. Figure 1 compares these ‘Paris compliant’ oil and gas permitting would risk allowing oil production
production scenarios with the EIA forecast from the to continue at elevated levels for years to come. Any such
2019 Annual Energy Outlook.”” ‘supply-side’ phase out should be paired with aggressive

policies to reduce demand for fossil fuels (many of which
California has already proposed) in order to minimize
carbon leakage.

This indicates that if Governor Newsom is able to
successfully end all new oil and gas permitting, he would

Rubric

A Nonew permits for oil and gas extraction, fossil fuel infrastructure, or petrochemical projects in California, and a public
commitment to manage the decline of California’s oil production at a pace consistent with the Paris Climate goals and
global equity.

E Nonew permits for a significant portion of oil and gas extraction, fossil fuel infrastructure, or petrochemical projects in
California

C New rules or regulations that slow the pace or eliminate permits for some oil and gas extraction, fossil fuel infrastructure, or
petrochemical projects in California

D public statements in support of reforming oil and gas permitting, but no policy change

“

Status quo
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Rise for Climate, Jobs & Justice March in San Francisco © Michael Short / Greenpeace

Crucial to the success of any supply-side climate policies
in California will be policies to ensure that oil industry
workers and extraction-dependent communities, such as
Kern County, are left better off after the transition, and
are not abandoned.

The November 2019 announcement refers to “the state’s
first major workforce investment of $165 million over

five years to help enable economic transition away from
dependence on fossil fuels.” This is likely a reference to
Apprenticeships for a Green Economy, a program which
uses revenues from California’s cap-and-trade program to
fund job training and apprenticeship programs targeted at
“disadvantaged” and “displaced workers resulting from
climate policies or automation.”?

The state has already completed a series of community
workshops exploring questions around the decline of the

oil industry, in connection with the budget request to study
a managed decline of oil and gas.?® However, the Newsom
Administration does not need to wait for this study to wrap
up in order to begin implementing a comprehensive suite

of just transition programs to ensure wage replacement,
benefits, and retirement support for existing workers, as well
as job retraining and relocation support for those who want
it.* Workforce and community development strategies for
rural oil-producing communities will also be crucial, as will
policies to ensure transportation access for rural communities
during the transition. Sufficient levels of funding and robust
participation from all affected stakeholders will be key
elements of any successful plan.

A Enact policies that ensure that California’s workers and communities are left better off than before the transition. Such
programs should include dedicated and sufficient funding for wage replacement, healthcare and other benefits, and
retirement support programs, job training and relocation programs, geographically targeted workforce development,

and tax base replacement.

Mmoo OO

Status quo

Strong just transition policies that fall short in some way or leave some workers and/or communities behind
Weak just transition policies that leave significant portions of worker and community needs uncertain

Public statements in support of a just transition, but no policy change
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3. Public Health Safety Buffer

Finally, in the Newsom Administration’s November 2019
announcement, DOC ordered that “rules for public health and
safety protections near oil and gas extraction facilities” be
updated and strengthened in order to “to protect residents
and communities” near those facilities. This reform envisions
“a series of pre-rulemaking workshops” and will consider
“arange of protective measures, including prohibiting oil

and gas activities within close proximity of homes, schools,
hospitals, and parks.”

In 2015, the California Council on Science and Technology
(CCST) published a state mandated study on the direct and
indirect impacts of well stimulation techniques, and oil

and gas production generally. The study concluded that
“emissions concentrated near all oil and gas production could
present health hazards to nearby communities in California.”
The report summarized public health research showing that
“the most significant exposures to toxic air contaminants
such as benzene, aliphatic hydrocarbons and hydrogen
sulfide occur within 800 m (one-half mile) from active oil and
gas development” and concluded that health impacts on
California communities should be studied and recommended

>

that policymakers “develop policies such as science-based
surface setbacks, to limit exposures.”3

Many of California’s oil and gas wells are located in populated
regions of the state. In particular, the Los Angeles basin oil fields
are located in the middle of the state’s largest metropolitan
area. However, even in less densely populated regions,
humans live, work, and play in close proximity to oil and gas
production, with potential negative health consequences.
Many of these impacted areas are low-income or communities
of color.*? Analysis from FracTracker has shown that,
statewide, roughly 12% of active and newly permitted oil
wells are within 2500 feet of a residence, school or hospital,
and that roughly 850,000 residents live within that zone.*

Environmental justice activists have called for setbacks

as an initial step to protect vulnerable communities living
near oil and gas sites. In August 2018, the city of Arvin, in the
heart of the Central Valley oil fields, became the first town
to enact setbacks of 300 feet for new development and

600 feet for new operations near sensitive sites.>** Activists
in Los Angeles are also pushing a setback ordinance.®

Enact a science-based public health buffer (or setback) prohibiting oil and gas activity within a minimum of 2500 feet of

residences, schools, parks, hospitals, or other sensitive locations

Enact a public health buffer that is smaller than 2500 feet

MOoOOW

Status quo

Conclusions

Governor Newsom has taken some encouraging policy steps
and has signaled that the oil and gas industry will play a
declining role in California’s economy. If Governor Newsom
can follow up these moves with an ambitious and visionary
plan to phase out oil and gas production in the state, he
would affirm California’s status as climate policy leaders,
setting the pace for the U.S. and the world. What’s clear is that
Californians from frontline communities and around the state
will be watching his next moves with interest, and demanding
solutions that leave no one behind.

GREENPEACE

Enact other regulations that aim to protect public health from the impacts of oil and gas activity

Public statements in support of public health regulations, but no policy change

Offshore Qil FLIR Detection in California © David McNew / Greenpeace
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Well Stimulation. Techniques that “enhance oil and gas
production by making the reservoir rocks more permeable,
thus allowing more oil or gas to flow to the well.” These
techniques include hydraulic fracturing (which aims to
“create sufficient pressure in the well to induce fractures in
the reservoir”) and acidizing stimulation (which use “acid to
dissolve materials impeding flow”).>”

Hydraulic Fracturing. Techniques that create fractures in
an oil reservoir by increasing the pressure of an injected
fluid until the rock breaks. The fractures are then kept open
by introducing a proppant (such as sand) or through acid
etching, and which then allow more oil to flow.*®
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