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General Facts for Both Sides

Reed Gas, L.P., is a “midstream”
 company that owns and operates a pipeline network that transports natural gas from “upstream” drilling and production sites to “downstream” gas processing plants. Reed Gas has been a successful pipeline company specializing in transporting gas from the Eagle Ford Shale play in Southern Texas to the processing and refinery complex in the Houston area. When Reed Gas was planning to construct a new 150-mile section of pipeline, it purchased a 25-acre tract of land in Matagorda County in 2014, along the pipeline’s projected path.  In order to transport natural gas across pipelines, a pipeline needs to maintain certain levels of gas pressure. Therefore a pipeline needs to include compressor stations approximately every 40 to 100 miles along the route. Reed Gas planned to use the Matagorda tract as a storage yard during the construction of the pipeline, and then as a site for a compressor station once the pipeline was operational.


Henry and Wanda Lockhart are a retired couple from Houston, Texas, who own a 100-acre ranch in Matagorda County directly across a two-lane state highway from Reed Gas’s 25-acre tract. The Lockharts purchased their ranch in 2005 as an investment and recreational property, with plans to spend most of their retirement there beginning in late 2015. The ranch was mostly undeveloped when the Lockharts purchased it. Since their purchase, the Lockharts have improved the land by adding a small herd of 50 cattle, 10 horses, a barn and related agricultural facilities, and a small two-bedroom cabin decorated in the rustic Texas Hill Country style. The Lockharts had planned to expand the cabin after 2015 to add guest rooms for their grandchildren to visit. The cabin was located approximately 100 yards from the state highway, directly across from the Reed Gas parcel. 


 After Reed Gas purchased the 25-acre parcel in 2014, it contacted the Lockharts and offered to purchase an easement to run the pipeline across the northwest corner of their ranch. Reed Gas threatened to use eminent domain, which is available to private pipeline companies under the common carrier doctrine, to condemn the right-of-way, so the Lockharts reluctantly agreed to sell the easement. Reed Gas completed the pipeline and installed the compressor station in early 2015. Disputes over the noise generated by the compressor station began almost immediately.


The compressor station contained three large diesel engines that were each about the size of a standard tractor-trailer truck. To maintain the flow of the pipeline, Reed Gas typically ran at least one of the engines 24 hours every day. Shortly after the compressors were activated, the Lockharts—as well as the other adjacent neighboring property owners to the north and the south—complained to Reed Gas about the “roaring noise” that sounded “like a jet plane on the runway.” Reed Gas sent Chris Cathaway, the company’s public relations specialist, to visit the compressor station. Ms. Cathaway sent a letter to the Lockharts stating that while the noise was within standard industry specifications, Reed Gas would continue to monitor the situation.


In September 2015 the Lockharts sent a letter to Reed Gas to formally complain about the noise, and to demand that Reed Gas (1) enclose each diesel engine in a building with sound-absorbing insulation; and (2) construct a sound buffer wall around the entire 25-acre tract. At a community meeting, Ms. Cathaway and other Reed Gas representatives held a community meeting with the neighbors and promised to take steps to reduce the noise. Reed Gas subsequently hired NoiseOff, an engineering firm specializing in sound control. Over the next six months, and based on NoiseOff’s recommendations, Reed Gas constructed one partially enclosed (but not fully enclosed) building around the three diesel engines, and planted thick shrubbery around the outside of the building and also on the property line. It did not construct the sound buffer wall. Ms. Cathaway sent a letter from Reed Gas to the Lockharts and neighbors informing them that the noise mitigation efforts were complete.


The Lockharts did not believe these measures were sufficient. In fact, they claimed the partially-enclosed building merely amplified the noise and funneled it in the direction of their ranch. In July 2016, they sent another letter to Reed Gas complaining of the “incredible and constant roar,” which sounded like “a chorus of lions, sitting astride a meteorite, hurtling toward a rock concert,” and asserting that their livestock was harmed
 and that they could not use the ranch for family recreation. In October 2016 they sent another letter asserting that Reed Gas’s noise-reduction efforts were inadequate and that Reed Gas had caused damages to the value and enjoyment of the Lockharts’ property. In January 2017, the Lockharts sent a demand letter to Reed Gas stating that the company must totally mitigate the noise within 90 days, or the Lockharts would file a lawsuit claiming that the compressor station is an unlawful nuisance.


Preliminary research into the law of private nuisance shows that it is a common law tort of a “non-trespassory invasion” of another’s land, based on the ancient idea that one may not use his property unreasonably to injure the property of another. The Texas Supreme Court has defined a nuisance as follows: “A ‘nuisance’ is a condition that substantially interferes with the use and enjoyment of land by causing unreasonable discomfort or annoyance to a person of ordinary sensibilities.” If a legal nuisance is proven, a court may award either injunctive relief against the nuisance and/or damages.


Both parties would prefer to avoid litigation if an acceptable agreement can be reached. The attorneys for Reed Gas and the Lockharts have scheduled this meeting in order to try to negotiate a resolution to this issue.

Confidential Facts for Lockhart Attorneys


The Lockharts have saved up for their entire adult lives to invest in a rural Texas ranch for recreation, investment, and eventually a retirement home. They are personally offended and frustrated that their dream has been thwarted by the incredible noise—and failure to mitigate—by Reed Gas. To make matters worse, Mrs. Lockhart was diagnosed with migraines six years ago. This was one of the reasons they chose a rural ranch as their retirement location. Not surprisingly, the loud noise is causing Mrs. Lockhart’s migraines to be more severe and more frequent. Her doctor has told her that medications can only do so much. 

The Lockharts feel that Reed Gas intentionally erected a compressor station without regard to the impact the station would have on them, because the company was only concerned about the profits it could generate from the station. While the Lockharts acknowledge that the company has listened to their complaints and has taken some measures to remedy the problem, they believe that the efforts have been completely ineffective, and that Reed Gas won’t do any more to help. 


The Lockharts are eager to resolve the issue. They love the ranch’s location, have invested in improving the property, and have gotten involved in the local community since purchasing the property. If Reed Gas could only cut down the noise significantly, they would prefer to stay on the property. What they really want is some legally-enforceable assurance that the noise will be mitigated to a reasonable level. They would even be willing to move their cabin to the back side of the ranch if really necessary, but they estimate that moving the cabin would cost $50,000. Additionally, if they relocate, they would also want the barn relocated along with the cabin because they want to be able to walk to the barn to care for the animals on a daily basis. The estimated cost to relocate the barn is $10,000. 

Although the Lockharts believe the noise from the compressor station is totally unacceptable even after Reed Gas “mitigated,” technically all of the objective sound measurements taken on and around the property after Reed Gas hired NoiseOff established that the sound produced by the compressor station was compatible with relevant standards. All of the sound readings taken fell within the American National Standards Institute (“ANSI”) standard of 65 to 75 decibels for agricultural, livestock farming, animal breeding, and ranchland. To the Lockhart’s surprise, the readings also confirmed that the sound level on the vast majority of the land was compatible with the acceptable ANSI standard of 55 decibels for residential areas.


The Lockharts based their demand for mitigation efforts of (1) a complete sound-absorbing enclosure for the engines, and (2) a sound-buffer wall around the property on information that they found on Google searches on the internet. On a recent Google search, Ms. Lockhart also found that compressor engines should have a “critical-grade” muffler, which is more soundproof than either a “regular-grade” or a “hospital-grade” muffler.


While Reed Gas has asserted in its communications that its efforts were based on the professional recommendations of an independent engineering firm that specializes in noise control, the Lockharts have learned from a personal source that NoiseOff conducts over 75% of its business for Reed Gas. 


The Lockharts are proud of the way that the local community has come together to join them in the local meetings and the letter-writing and social media campaign against the noisy compressor station. Some of their friends and neighbors have told the Lockharts that even though they are not personally affected by the Reed Gas compressor station, they would be willing to testify to the noise if asked. Indeed, noise from compressor stations can travel for miles in rural areas. 

The purchase price that the Lockharts paid in 2005 was $400,000. They have hired a real estate appraisal expert who will testify that the current resale value is only $300,000 due to the noise generated by the compressor station. However, the Lockharts are concerned that if they were to ever try to sell the property (even at a lower price), very few people would actually be interested in purchasing it due to the noise.


You have advised your client that juries have become more willing to award damages for an unreasonable annoyance caused by noise to persons of ordinary sensibilities and here, Reed gas should have known that compressor stations are extremely noisy and its use of the property in operating the compressor station was unreasonable. However, the bottom line for the Lockharts is that they would prefer to stay on their ranch and to find a solution that would abate what they think is a nuisance so that they can return to full enjoyment of their ranch property. The Lockharts would prefer to obtain an enforceable promise from Reed Gas for the total mitigation of the noise problem, plus a payment of at least $50,000 for all of the trouble and suffering. In the alternative, the client has authorized the attorneys to settle all claims for a payment of no less than $150,000. The Lockharts are also open to any other solutions that might satisfy both parties’ needs.

Confidential Facts for Reed Gas Attorneys


The company officials for Reed Gas who have been dealing with the issue of the neighbor complaints about the noise from the Matagorda compressor station firmly believe that they have acted in good faith to listen to and respond to the Lockharts’ concerns, above and beyond what they were required to do. They believe that the company has spent good money to try to satisfy the Lockharts, and that the Lockharts just won’t let it go. 

The executives of Reed Gas, however, are eager to resolve this issue. The Matagorda compressor station is already up and running and the pipeline is critical to the company’s success in the current fracking boom. The compressor station could potentially be moved with some expense, but it is at a critical location approximately halfway along the pipeline, providing the needed pressurization to keep the gas flowing. Reed Gas believes it is worth some settlement concessions to keep the compressor station operating at its present location.


Reed Gas always tries to build its compressor stations in areas with the least impact on residential properties. Here, Reed Gas was reasonable in its selection of the compressor station site. When Reed Gas first drafted plans to build the compressor station, it chose the 25-acre tract for several reasons. First, it is located at the halfway point of the pipeline and also, it was in an undeveloped area.  Pipeline hydraulics limit the locations where stations may be built because the station has to be built on the pipeline in an area where the gas is running out of pressure, as it was here. Therefore, Reed Gas eventually decided to build the station on the remote, vacant pastureland adjacent to the Lockhart’s property.   

Reed’s internal engineering experts initially reported that any noise generated would be acceptable within industry standards. However, after the first complaints were received, Reed’s public relations official, Chris Cathaway, visited the site and in her notes wrote down that the noise was “VERY BAD” and “VERY LOUD—you’d have to scream to be heard!” Reed Gas’s general counsel is concerned that these notes could be discoverable in litigation. However, once Reed Gas hired NoiseOff, all of the objective sound measurements taken on and around the property established that the sound produced by the compressor station was compatible with relevant standards. All of the sound readings taken fell within the American National Standards Institute (“ANSI”) standard of 65 to 75 decibels for agricultural, livestock farming, animal breeding, and ranchland. The readings also confirmed that the sound level on the vast majority of the land was compatible with the acceptable ANSI standard of 55 decibels for residential areas.


Because the Lockharts have mobilized some community support for its complaints against Reed Gas, the company is concerned about future negative publicity. Executives are worried that negative publicity from this case will make it very difficult to get easements and cooperation from local residents in future projects that are in progress. There is a significant social media element to the neighbors’ complaints. It appears that the Lockharts are spearheading this issue, though, and it is not clear that any of the other neighbors really have a problem with the noise.


In addition to the partially-enclosed building and the vegetation, Reed Gas also took measures to upgrade the mufflers on the engines from “regular-grade” to “hospital-grade.” This is still a lower grade of noise reduction than upgrading all the way to “critical-grade” mufflers would have provided. Critical-grade mufflers would cost $25,000 to install. Reed Gas estimates that it has already spent $50,000 on its noise-mitigation efforts, and that it would cost an additional $75,000 to make the additional modifications (complete sound-insulated building, critical grade mufflers, and sound buffer wall) that the Lockharts have requested.


Reed Gas has consulted with an expert real estate appraiser who has valued the Lockhart ranch at $350,000. The appraisal factored in the location, current use, and future resale value, and he believes that the property value has gone down since the 2008 recession and also partially due to the noise. Reed Gas would be willing to offer to pay for the Lockharts to relocate their cabin to another part of their 100-acre ranch if that would help settle the issue and keep the compressors in place. They estimate the relocation cost to be approximately $50,000.

Reed Gas insists it did what a reasonably prudent natural gas pipeline operator would do when constructing and operating a compressor station in a remote rural area adjacent to pastureland.  It also feels that it took good-faith efforts to resolve the issue, above and beyond what is legally required, and followed scrupulously the recommendations of its expert engineering consultant, NoiseOff. In fact, all of the objective sound measurements taken on and around the property after Reed Gas hired NoiseOff established that the sound produced by the compressor station was compatible with its location and character as predominantly pastureland. The same sound readings confirmed that for residential purposes, the noise level on the tract was just within acceptable standards for “residential areas.” 

Reed Gas fears that if this case were to go to trial and the court imposed a duty on natural gas operators to install unspecified sound mitigation measures before operating their stations to avoid potential nuisance liability - regardless of where the station is located or the noise level- it could expose natural gas operators to unprecedented nuisance liability for lawfully operating compressor stations in uninhabited rural areas. This expansion of liability could potentially increase energy costs and restrict the construction of natural gas pipelines. This could have an adverse effect on the public by making natural gas pipeline companies raise the costs for transporting gas, or to refuse to do business in Texas altogether to avoid unreasonable nuisance liability. Compressor stations are necessary to transport gas through pipelines so that the gas can be delivered to public utilities. Here, the harm compressor stations purportedly cause does not outweigh the vital services compressor stations provide. 


The bottom line for Reed Gas is that it has a critical need to keep the compressor station in its current place for the continued operations of the pipeline and avoid negative publicity related to this situation. Reed Gas would prefer to offer some additional mitigation measures to placate the Lockharts. In the alternative, the client has authorized its attorneys to settle all claims for a payment of no more than $200,000. Reed Gas is also open to any other solutions that might satisfy both parties’ needs. Otherwise, you will have to defend a costly and lengthy nuisance case at trial. 

� The “midstream phase” in the oil and gas industry involves the storing and shipping of oil and gas.


� The Lockharts noticed the livestock were exhibiting poor eating habits and odd behavior in general. 





