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DEPARTMENT OF THE INTERIOR

Bureau of Land Management

43 CFR Parts 3160 and 3170
[15X.LLW0300000.L13100000.NB0000]
RIN 1004—-AE17

Onshore Oil and Gas Operations;

Federal and Indian Oil and Gas Leases;
Measurement of Gas

AGENCY: Bureau of Land Management,
Interior.

ACTION: Proposed rule.

SUMMARY: This proposed rule would
revise and replace Onshore Oil and Gas
Order No. 5 (Order 5) with a new
regulation that would be codified in the
Code of Federal Regulations. This
proposed rule would establish the
minimum standards for accurate
measurement and proper reporting of all
gas removed or sold from Federal and
Indian leases (except the Osage Tribe),
units, unit participating areas, and areas
subject to communitization agreements,
by providing a system for production
accountability by operators, lessees,
purchasers, and transporters. This
proposed rule would include
requirements for the hardware and
software related to approved metering
equipment, overall measurement
performance standards, and reporting
and record keeping. The proposed rule
would identify certain specific acts of
noncompliance that would result in an
immediate assessment and would
provide a process for the BLM to
consider variances from the
requirements of this proposed rule.

DATES: Send your comments on this
proposed rule to the BLM on or before
December 14, 2015. The BLM is not
obligated to consider any comments
received after the above date in making
its decision on the final rule.

If you wish to comment on the
information collection requirements in
this proposed rule, please note that the
Office of Management and Budget
(OMB) is required to make a decision
concerning the collection of information
contained in this proposed rule between
30 to 60 days after publication of this
document in the Federal Register.
Therefore, a comment to OMB is best
assured of having its full effect if OMB
receives it by November 12, 2015.
ADDRESSES: Mail: U.S. Department of
the Interior, Director (630), Bureau of
Land Management, Mail Stop 2134 LM,
1849 C St. NW., Washington, DC 20240,
Attention: 1004—AE17. Personal or
messenger delivery: 20 M Street SE.,
Room 2134LM, Washington, DC 20003.

Federal eRulemaking Portal: http://
www.regulations.gov. Follow the
instructions at this Web site.

Comments on the information
collection burdens: Fax: Office of
Management and Budget (OMB), Office
of Information and Regulatory Affairs,
Desk Officer for the Department of the
Interior, fax 202—395-5806. Electronic
mail: OIRA_Submission@omb.eop.gov.
Please indicate “Attention: OMB
Control Number 1004—XXXX,”
regardless of the method used to submit
comments on the information collection
burdens. If you submit comments on the
information collection burdens, you
should provide the BLM with a copy of
your comments, at one of the addresses
shown above, so that we can summarize
all written comments and address them
in the final rule preamble.

FOR FURTHER INFORMATION CONTACT:
Richard Estabrook, petroleum engineer,
Division of Fluid Minerals, 707-468—
4052. For questions relating to
regulatory process issues, please contact
Faith Bremner at 202-912-7441.
Persons who use a telecommunications
device for the deaf (TDD) may call the
Federal Information Relay Service
(FIRS) at 1-800—-877—-8339 to contact the
above individual during normal
business hours. FIRS is available 24
hours a day, 7 days a week to leave a
message or question with the above
individual. You will receive a reply
during normal business hours. The
information collection request for this
proposed rule has been submitted to
OMB for review under 44 U.S.C.
3507(d). A copy of the request can be
obtained from the BLM by electronic
mail request to Jennifer Spencer at
j35spenc@blm.gov or by telephone
request to 202—-912—7146. You may also
review the information collection
request online at http://
www.reginfo.gov/public/do/PRAMain.

SUPPLEMENTARY INFORMATION:
Executive Summary

The BLM’s regulations that govern
how gas produced from onshore Federal
and Indian leases is measured and
accounted for are more than 25 years
old and need to be updated to be
consistent with modern industry
practices. Federal laws, metering
technology, and industry standards have
changed significantly since the BLM
adopted Order 5 in 1989. In a number
of separate reports, three outside
independent entities—the Interior
Secretary’s Subcommittee on Royalty
Management (the Subcommittee) in
2007, the Department of the Interior’s
Office of the Inspector General (OIG) in
2009, and the Government

Accountability Office (GAO) in 2010,
2011, 2013, and 2015—have repeatedly
recommended that the BLM evaluate its
gas measurement guidance and
regulations to ensure that operators pay
the proper royalties. Specifically, these
groups found that Interior needed to
provide Department-wide guidance on
measurement technologies and
processes not addressed in current
regulations, including guidance on the
process for approving variances in
instances when technologies or
processes are not addressed in the
future. As explained below, the
provisions of this proposed rule respond
to these recommendations by the
Subcommittee, the GAO, and the OIG.

The BLM’s 0il and gas program is one
of the most important mineral leasing
programs in the Federal Government.
Domestic production from Federal and
Indian onshore oil and gas leases
accounts for approximately 10 percent
of the nation’s natural gas supply and 7
percent of its oil. In Fiscal Year (FY)
2014, the Office of Natural Resources
Revenue (ONRR) reported that onshore
Federal oil and gas leases produced
about 148 million barrels of oil, 2.48
trillion cubic feet of natural gas, and 2.9
billion gallons of natural gas liquids,
with a market value of more than $27
billion and generating royalties of
almost $3.1 billion. Nearly half of these
revenues are distributed to the States in
which the leases are located. Leases on
Tribal and Indian lands produced 56
million barrels of oil, 240 billion cubic
feet of natural gas, 182 million gallons
of natural gas liquids, with a market
value of almost $6 billion and
generating royalties of over $1 billion
that were all distributed to the
applicable tribes and individual allottee
owners. Despite the magnitude of this
production, the BLM’s rules governing
how that gas is measured and accounted
for are more than 25 years old and need
to be updated and strengthened. Federal
laws, technology, and industry
standards have all changed significantly
in that time.

The Secretary of the Interior has the
authority under various Federal and
Indian mineral leasing laws to manage
oil and gas operations. The Secretary
has delegated this authority to the BLM,
which issued onshore oil and gas
operating regulations codified at 43 CFR
part 3160. Over the years, the BLM
issued seven Onshore Oil and Gas
Orders that deal with different aspects
of oil and gas production. These Orders
were published in the Federal Register,
both for public comment and in final
form, but they do not appear in the Code
of Federal Regulations (CFR). This
proposed rule would replace Order 5,
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Measurement of Gas, with a new
regulation that would be codified in the
CFR.

The discussion that immediately
follows summarizes and briefly explains
the most significant changes proposed
in this rule. Each of these will be
discussed more fully in the section-by-
section analysis below. For that reason,
references to specific section and
paragraph numbers are omitted in the
body of this discussion.

1. Determining and Reporting Heating
Value and Relative Density (§§ 3175.110
through 3175.126)

The most significant proposed change
would be new requirements for
determining and reporting the heating
value and relative density of all gas
produced. Royalties on gas are
calculated by multiplying the volume of
the gas removed or sold from the lease
(generally expressed in thousands of
standard cubic feet (Mcf)) by the heating
value of the gas in British thermal units
(Btu) per unit volume, the value of the
gas (expressed in dollars per million Btu
(MMBtu), and the fixed royalty rate. So
a 10 percent error in the reported
heating value would result in the same
error in royalty as a 10 percent error in
volume measurement. Relative density,
which is a measure of the average mass
of the molecules flowing through the
meter, is used in the calculation of flow
rate and volume. Under the flow
equation, a 10 percent error in relative
density would result in a 5 percent error
in the volume calculation. Both heating
value and relative density are
determined from the same gas sample.

Order 5 requires a determination of
heating value only once per year.
Federal and Indian onshore gas
producers can then use that value in the
royalty calculations for an entire year.
There are currently no requirements for
determining relative density. Existing
regulations do not have standards for
how gas samples used in determining
heating value and relative density
should be taken and analyzed to avoid
biasing the results. In addition, existing
regulations do not prescribe when and
how operators should report the results
to the BLM.

In response to a Subcommittee
recommendation that the BLM
determine the potential heating-value
variability of produced natural gas and
estimate its implications for royalty
payments, the BLM conducted a study
which found significant sample-to-
sample variability in heating value and
relative density at many of the 180 gas
facility measurement points (FMP) it
analyzed. The “BLM Gas Variability
Study Final Report,” May 21, 2010,

used 1,895 gas analyses gathered from
65 formations. In one example, the
study found that heating values
measured from samples taken at a gas
meter in the Anderson Coal formation in
the Powder River Basin varied £31.41
percent, while relative density varied
+19.98 percent. In multiple samples
collected at another gas meter in the
same formation, heating values varied
by only +2.58 percent, while relative
density varied by £3.53 percent (p. 25).
Overall, the uncertainty in heating value
and relative density in this study was
15.09 percent, which, across the board,
could amount to £$127 million in
royalty based on 2008 total onshore
Federal and Indian royalty payments of
about $2.5 billion (p. 16). Uncertainty is
a statistical range of error that indicates
the risk of measurement error.

The study concluded that heating
value variability is unique to each gas
meter and is not related to reservoir
type, production type, age of the well,
richness of the gas, flowing temperature,
flow rate, or a number of other factors
that were included in the study (p. 17).
The study also concluded that more
frequent sampling increases the
accuracy of average annual heating
value determinations (p. 11).

This proposed rule would strengthen
the BLM’s regulations on measuring
heating value and relative density by
requiring operators to sample all meters
more frequently than currently required
under Order 5, except marginal-volume
meters (measuring 15 Mcf/day or less)
whose sampling frequency (i.e.,
annually) would not change. Low-
volume FMPs (measuring more than 15
Mct/day, but less than or equal to 100
Mcf/day) would have to be sampled
every 6 months; high-volume FMPs
(measuring more than 100 Mcf/day, but
less than or equal to 1,000 Mcf/day)
would initially be sampled every 3
months; very-high-volume FMPs
(measuring more than 1,000 Mcf/day)
would initially be sampled every
month.

The proposed rule would also set new
average annual heating value
uncertainty standards of +2 percent for
high-volume FMPs and *1 percent for
very-high-volume FMPs. The BLM
established these uncertainty thresholds
by determining the uncertainty at which
the cost of compliance equals the risk of
royalty underpayment or overpayment.

In developing this proposed rule, the
BLM realized that a fixed sampling
frequency may not achieve a consistent
level of uncertainty in heating value for
high-volume and very-high-volume
meters. For example, a 3-month
sampling frequency may not adequately
reduce average annual heating value

uncertainty in a meter which has
exhibited a high degree of variability in
the past. On the other hand, a 3-month
sampling frequency may be excessive
for a meter which has very consistent
heating values from one sample to the
next. If a high- or very-high-volume
FMP did not meet these proposed
heating-value uncertainty limits, the
BLM would adjust the sampling
frequency at that FMP until the heating
value meets the proposed uncertainty
standards. If a high- or very-high-
volume FMP continues to not meet the
uncertainty standards, the BLM could
require the installation of composite
samplers or on-line gas chromatographs,
which automatically sample gas at
frequent intervals.

In addition to prescribing uncertainty
standards and more frequent sampling,
this proposed rule also would improve
measurement and reporting of heating
values and relative density by setting
standards for gas sampling and analysis.
These proposed standards would
specify sampling locations and
methods, analysis methods, and the
minimum number of components that
would have to be analyzed. The
proposed standards would also set
requirements for how and when
operators report the results to the BLM
and ONRR, and would define the
effective date of the heating value and
relative density that is determined from
the sample.

2. Meter Inspections (§ 3175.80)

This proposed rule would require
operators to periodically inspect the
insides of meter tubes for pitting,
scaling, and the buildup of foreign
substances, which could bias
measurement. Existing regulations do
not address this issue. Visual meter tube
inspections would be required once
every 5 years at low-volume FMPs, once
every 2 years at high-volume FMPs, and
yearly at very-high-volume FMPs. The
BLM could increase this frequency and
require a detailed meter-tube inspection
of a low-volume FMP meter if the visual
inspection identifies any issues or if the
meter tube operates in adverse
conditions, such as with corrosive or
erosive gas flow. A detailed meter-tube
inspection involves removing or
disassembling the meter run. Detailed
meter-tube inspections would be
required once every 10 years at high-
volume FMPs and once every 5 years at
very-high-volume FMPs. Operators
would have to replace meter tubes that
no longer meet the requirements
proposed in this rule.
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3. Meter Verification or Calibration
(§§3175.92 and 3175.102)

The proposed rule would increase
routine meter verification or calibration
requirements for metering equipment at
very-high-volume FMPs and decrease
the requirements at marginal-volume
FMPs. Verification frequency would be
unchanged for high-volume FMPs, as
well as for low-volume FMPs that use
mechanical recorder systems.
Verification frequency would be
decreased for low-volume FMPs using
electronic gas measurement (EGM)
systems.

Under Order 5, all meters must
undergo routine verification every 3
months, regardless of the throughput
volume. This proposed rule would
require monthly verification for very-
high-volume FMPs, while the
verification requirement for high-
volume FMPs would remain at every 3
months. The rationale for this proposed
change is that the consequences of
measurement and royalty-calculation
errors at very-high-volume FMPs are
more serious than they are at high-,
low-, and marginal-volume FMPs. The
schedule for routine verification for
low- and marginal-volume FMPs that
use EGM systems would decrease to
every 6 months for low-volume FMPs
and yearly for marginal-volume FMPs.

The routine verification schedule for
low- and marginal-volume FMPs that
use mechanical chart recorders would
be every 3 months for low-volume FMPs
and every 6 months for marginal-
volume FMPs. The proposed rule would
restrict the use of mechanical chart
recorders to low- and marginal-volume
FMPs because the accuracy and
performance of mechanical chart
recorders is not defined well enough for
the BLM to quantify overall
measurement uncertainty. Between 80
percent and 90 percent of gas meters at
Federal onshore and Indian FMPs use
EGM systems.

4. Requirements for EGM Systems
(§§3175.30, 3175.100 through 3175.104,
and 3175.130 through 3175.144)

Although industry has used EGM
systems for about 30 years, Order 5 does
not address them. Instead, the BLM has
regulated their use through statewide
Notices to Lessees (NTLs), which do not
address many aspects unique to EGMs,
such as volume calculation and data-
gathering and retention requirements.
This proposed rule includes many of the
existing NTL requirements for EGM
systems and adds some new ones
relating to on-site information, gauge
lines, verification, test equipment,
calculations, and information generated

and retained by the EGM systems. The
proposed rule would make a significant
change in those requirements by
revising the maximum flow-rate
uncertainty that is currently allowed
under existing statewide NTLs.
Currently, flow-rate equipment at FMPs
that measure more than 100 Mcf/day is
required to meet a 3 percent
uncertainty level. The proposed rule
would maintain that requirement for
high-volume FMPs. However, under this
proposed rule, equipment at very-high-
volume FMPs would have to comply
with a new £2 percent uncertainty
requirement. Consistent with existing
guidance, flow-rate equipment at FMPs
that measure less than 100 Mcf/day
would continue to be exempt from these
uncertainty requirements. The BLM
would maintain this exemption because
it believes that compliance costs for
these wells could cause some operators
to shut in their wells instead of making
changes. The BLM believes the royalties
lost by such shut-ins would exceed any
royalties that might be gained through
upgrades at such facilities. The BLM is
interested in any additional information
about costs of compliance relative to
royalty lost from maintaining the
existing exemption.

One area that existing NTLs do not
address and that this proposed rule
would address is the accuracy of
transducers and flow-computer software
used in EGM systems. Transducers send
electronic data to flow computers,
which use that data, along with other
data that is programmed into the flow
computers, to calculate volumes and
flow rates. Currently, the BLM must
accept manufacturers’ claimed
performance specifications when
calculating uncertainty. Neither the
American Petroleum Institute (API) nor
the Gas Processors Association (GPA)
has standards for determining these
performance specifications. For this
reason, the proposed rule would require
operators or manufacturers to “type
test” transducers and flow-computer
software at independent testing
facilities, using a standard testing
protocol, to quantify the uncertainty of
transducers and flow-computer software
that are already in use and that will be
used in the future. The test results
would then be incorporated into the
calculation of overall measurement
uncertainty for each piece of equipment
tested.

An integral part of the BLM’s
evaluation process would be the
Production Measurement Team (PMT),
made up of measurement experts

designated by the BLM.? The proposed
rule would have the PMT review the
results of type testing done on
transducers and flow-computer software
and make recommendations to the BLM.
If approved, the BLM would post the
make, model, and range of the
transducer or software version on the
BLM Web site as being appropriate for
use. The BLM would also use the PMT
to evaluate and make recommendations
on the use of other new types of
equipment, such as flow conditioners
and primary devices, or new
measurement sampling, or analysis
methods.

I. Public Comment procedures

1I. Background

I1I. Discussion of Proposed Rule
IV. Onshore Order Public Meetings
V. Procedural Matters

1. Public Comment Procedures

If you wish to comment on the
proposed rule, you may submit your
comments by any one of several
methods specified see ADDRESSES. If you
wish to comment on the information
collection requirements, you should
send those comments directly to the
OMB as outlined, see ADDRESSES;
however, we ask that you also provide
a copy of those comments to the BLM.

Please make your comments as
specific as possible by confining them to
issues for which comments are sought
in this notice, and explain the basis for
your comments. The comments and
recommendations that will be most
useful and likely to influence agency
decisions are:

1. Those supported by quantitative
information or studies; and

2. Those that include citations to, and
analyses of, the applicable laws and
regulations.

The BLM is not obligated to consider
or include in the Administrative Record
for the rule comments received after the
close of the comment period (see DATES)
or comments delivered to an address
other than those listed above (see
ADDRESSES).

Comments, including names and
street addresses of respondents, will be
available for public review at the

1The PMT would be distinguished from the
Department of the Interior’s Gas and Oil
Measurement Team (DOI GOMT), which consists of
members with gas or oil measurement expertise
from the BLM, the ONRR, and the Bureau of Safety
and Environmental Enforcement (BSEE). BSEE
handles production accountability for Federal
offshore leases. The DOI GOMT is a coordinating
body that enables the BLM and BSEE to consider
measurement issues and track developments of
common concern to both agencies. The BLM is not
proposing a dual-agency approval process for use of
new measurement technologies for onshore leases.
The BLM anticipates that the members of the BLM
PMT would participate as part of the DOI GOMT.
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address listed under ADDRESSES during
regular hours (7:45 a.m. to 4:15 p.m.),
Monday through Friday, except
holidays.

Before including your address, phone
number, email address, or other
personal identifying information in your
comment, you should be aware that
your entire comment—including your
personal identifying information—may
be made publicly available at any time.
While you can ask us in your comment
to withhold your personal identifying
information from public review, we
cannot guarantee that we will be able to
do so.

II. Background

The regulations at 43 CFR part 3160,
Onshore Oil and Gas Operations, in
§ 3164.1, provide for the issuance of
Onshore Oil and Gas Orders to
“implement and supplement” the
regulations in part 3160. Although they
are not codified in the CFR, all Onshore
Orders have been issued under
Administrative Procedure Act notice
and comment rulemaking procedures
and apply nationwide to all Federal and
Indian (except the Osage Tribe) onshore
oil and gas leases. The table in 43 CFR
3164.1(b) lists the existing Orders. This
proposed rule would update and replace
Order 5, which supplements primarily
43 CFR 3162.4, 3162.7-3, subpart 3163,
and subpart 3165. Section 3162.4 covers
records and reports. Section 3162.7-3
covers the measurement of gas produced
from Federal and Indian (except the
Osage Tribe) oil and gas leases. Subpart
3163 covers non-compliance,
assessments, and civil penalties.
Subpart 3165 covers relief, conflicts,
and appeals. Order 5 has been in effect
since March 27, 1989 (see 54 FR 8100).

This proposed rule would also
supersede the following statewide
NTLs:

e NM NTL 92-5, January 1, 1992
WY NTL 2004-1, April 23, 2004
CA NTL 2007-1, April 16, 2007
MT NTL 2007-1, May 4, 2007
UT NTL 2007-1, August 24, 2007
CO NTL 2007-1, December 21, 2007
NM NTL 2008-1, January 29, 2008

e ES NTL 2008-1, September 17,
2008

e AK NTL 2009-1, July 29, 2009

e CONTL 2014-01, May 19, 2014

Although Order 5 and the statewide
NTLs listed above would be superseded
by this rule, their provisions would
remain in effect for measurement
facilities already in place on the
effective date of the final rule through
the phase-in periods specified in
proposed § 3175.60(c) and (d).

Part of the Department of the
Interior’s responsibility in ensuring

correct payment of royalty on gas
extracted from Federal onshore and
Indian leases is to achieve accurate
measurement, proper reporting, and
accountability.

In 2007, the Secretary of the Interior
commissioned the Subcommittee to
report to the Royalty Policy Committee
(RPC), which is chartered under the
Federal Advisory Committee Act, to
provide advice to the Secretary and
other Departmental officials responsible
for managing mineral leasing activities
and to provide a forum for members of
the public to voice their concerns about
mineral leasing activities. The proposed
rule is in part a result of the
recommendations contained in the
Subcommittee’s report, which was
issued on December 17, 2007. The
proposed changes in this rule also
address findings and recommendations
made in two GAO reports and one OIG
report, including: (1) GAO Report to
Congressional Requesters, Oil and Gas
Management: Interior’s Oil and Gas
Production Verification Efforts Do Not
Provide Reasonable Assurance of
Accurate Measurement of Production
Volumes, GAO-10-313 (GAO Report
10-313); (2) GAO Report to
Congressional Requesters, Oil and Gas
Resources, Interior’s Production
Verification Efforts and Royalty Data
Have Improved, But Further Actions
Needed GAO-15-39 (GAO Report 15—
39); and (3) OIG Report, Bureau of Land
Management’s Oil and Gas Inspection
and Enforcement Program (CR-EV—
0001-2009) (OIG Report).

The GAO found that the Department’s
measurement regulations and policies
do not provide reasonable assurances
that oil and gas are accurately measured
because, among other things, its policies
for tracking where and how oil and gas
are measured are not consistent and
effective (GAO Report 10-313, p. 20).
The report also found that the BLM’s
regulations do not reflect current
industry-adopted measurement
technologies and standards designed to
improve oil and gas measurement
(ibid.). The GAO recommended that
Interior provide Department-wide
guidance on measurement technologies
not addressed in current regulations and
approve variances for measurement
technologies in instances when the
technologies are not addressed in
current regulations or Department-wide
guidance (see ibid., p. 80). The OIG
Report made a similar recommendation
that the BLM, “Ensure that oil and gas
regulations are current by updating and
issuing onshore orders . . . .” (see page
11). In its 2015 report, the GAO
reiterated that “Interior’s measurement
regulations do not reflect current

measurement technologies and
standards,” and that this “hampers the
agency’s ability to have reasonable
assurance that oil and gas production is
being measured accurately and verified
. . . .” (GAO Report 15-39, p. 16.)
Among its recommendations were that
the Secretary direct the BLM to “meet
its established time frame for issuing
final regulations for oil measurement.”
(Ibid., p. 32.)

The GAO’s recommendations
regarding the gas measurement are also
one of the bases for the GAO’s inclusion
of the Department’s oil and gas program
on the GAO’s High Risk List in 2011
(GAO-11-278) and for its continuing to
keep the program on the list in the 2013
and 2015 updates. Specifically, the GAO
concluded that the BLM does not have
“reasonable assurance that . . . gas
produced from federal leases is
accurately measured and that the public
is getting an appropriate share of oil and
gas revenues.” (GAO-11-278, p.38)

Specifically, of the 110
recommendations made in the 2007
Subcommittee report, 12
recommendations relate directly to
improving the operators’ measurement
and reporting of natural gas volume and
heating value. The Subcommittee
recommendations focus on the
measurement and reporting of heating
value because it has a direct impact on
royalties. Measuring heating value is as
important to calculating royalty as
measuring gas volume. As noted
previously, Order 5 requires only yearly
measurement of natural gas heating
value. The BLM does not have any
standards for how operators should
measure heating value, where they
should measure it, how they should
analyze it, or on what basis they should
report it. The proposed requirements in
subpart 3175 would establish these
standards.

The proposed changes also address
findings and recommendations made in
the 2010 and 2015 GAO reports. The
2010 GAO report made 19
recommendations to improve the BLM’s
ability to ensure that oil and gas
produced from Federal and Indian lands
is accurately measured and properly
reported. Some of those
recommendations relate to gas
measurement. For example, the report
recommends that the BLM establish
goals that would allow it to witness gas
sample collections; however, the BLM
must first establish gas sampling
standards as a basis for inspection and
enforcement actions. This rulemaking
would establish these standards. The
2015 GAO report recommends, among
other things, that the BLM issue new
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regulations pertaining to oil and gas
measurement.

Finally, Order 5 is now 26 years old,
and many improvements in technology
and industry standards have occurred
since that time that are not addressed in
BLM regulations. In the absence of a
new rule, the BLM has had to address
these issues through statewide NTLs
and site-specific variances. The
following summarizes why the BLM is
proposing to include some of these
changes in this proposed rule:

e The BLM estimates that between 80
percent and 90 percent of gas meters
used for royalty determination
incorporate EGM systems. EGM systems
are not addressed in Order 5, which
covers only mechanical chart recorders.
BLM requirements for EGM systems, as
stated in the various statewide NTLs,
are based on the requirements for
mechanical recorders in Order 5 and do
not address many aspects unique to
EGMs, such as volume calculation, data-
gathering, and retention requirements.
The proposed rule would add

requirements specific to EGMs such as
new calibration procedures, the use of
the latest flow equations, and minimum
requirements for quantity transaction
records, configuration logs, and event
logs.

g. Order 5 allows pipe-tapped orifice
plates to be used for royalty
measurement. Industry has moved away
from pipe-tapped orifice plates for
custody transfer due to a relatively high
degree of measurement uncertainty
inherent in that technology. The
proposed rule would allow only flange-
tapped orifice plates.

e The only industry standard adopted
by Order 5 is American Gas Association
(AGA) Report No. 3, 1985, which sets
standards for orifice plates. This
standard has since been superseded
based on additional research and
analysis. The new standards, which are
incorporated by reference in this
proposed rule, reduce bias and
uncertainty.

e Order 5 does not adopt industry
standards related to technologies for

EGM systems, calculation of
supercompressibility, gas sampling and
analysis, calculation of heating value
and relative density, or testing protocols
for alternate types of primary devices.
The proposed rule would add
requirements to address all of these
shortcomings in Order 5 and would
establish the PMT to review new
technology.

e Order 5 does not establish testing
and approval standards for flow
conditioners, transducers used in EGM
systems, or flow computer software. To
ensure accuracy of measurement,
independent verification of these
devices, as proposed in this rule, is
necessary.

III. Discussion of Proposed Rule

A. Comparison of Order 5 to Proposed
Rule

The following chart explains the
major changes between Order 5 and the
proposed rule.

Order 5

Proposed Rule

Substantive changes

I. Introduction
A. AUthOIItY .o,

B. PUIPOSE .....eeeeiiiieeiieeeee e

(O Yot ] o1 TS
1. Definitions

Ill. Requirements
A. Required Recordkeeping ...............
B. General .......cccccooviiiiiiee

o Adoption of AGA Report No. 3.

No section in this proposed rule ...

No section in the proposed rule ....
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This section of Order 5 would appear in proposed 43 CFR 3170.1.
New subpart 3170 was proposed separately in connection with
proposed new 43 CFR subpart 3173 (site security), (80 FR
40768, July 13, 2015).

The purpose of this proposed rule is to revise and replace Order 5
with a new regulation that would be codified in the CFR.

See proposed new 43 CFR 3170.2 (80 FR 40802, July 13, 2015).

The list of definitions in the proposed rule would be expanded to in-
clude numerous additional technical terms and volume thresh-
olds for applicability of requirements. Definitions relating to en-
forcement actions would be removed. A list of additional acro-
nyms would be added.

See proposed new 43 CFR 3170.7 (80 FR 40804, July 13, 2015).

The proposed rule would adopt, in whole or in part, the latest appli-
cable versions of relevant APl and GPA standards. Timelines for
retrofitting existing equipment to comply with the rule would be
added on a sliding scale based on four different volume thresh-
olds. These volume thresholds would be established to allow ex-
ceptions to specific requirements for lower-volume FMPs.

This proposed