GENERAL GUIDANCE (3/30/01)
FOR
BUREAU OF LAND MANAGEMENT
Wyoming Field Offices

COMBINING OF PRODUCTION (COMMINGLING)
AND OFF-LEASE STORAGE AND MEASUREMENT

This general guidance isissued under 43 CFR 3164.2 to supplement the regulations and to clarify
the general requirements of the BLM with respect to combining of production or to off-lease
storage and/or measurement of oil and gas production from onshore Federal or Indian oil and gas
leases, or fee and state oil and gas leases committed to federally supervised units or
communitization agreements. This guidance appliesto Federal and Indian trust lands within the
area of jurisdiction of the Wyoming Sate Office. These are general guidelines for establishing
minimum requirements for approval of the most common arrangements and do not address every
possible situation.

|. GENERAL

The lease terms and regulations under 43 CFR 3162.7 require that hydrocarbon
production from each Federal or Indian oil and gas leasehold be accurately measured for
royalty purposes on the leasehold. However, the Authorized Officer may authorize the
lessee to remove production from a leasehold to a central or off-lease point for purposes
of treating, measuring, storing, or combinations thereof. When moving such production,
the lessee may combine the production from various wells, leaseholds, pools, fields, and
operations, if such "combining of production™ is done in accordance with provisions
contained in this guidance, and with the prior approval of the Authorized Officer.

The combining of production, or the off-lease measurement and/or storage of production,
from Federal or Indian leaseholds with other Federal, Indian, or non-Federal leases may
be authorized when it can be demonstrated by the lessee/operator that such action will be
in the interest of conservation and will not result in reduced Federal or Indian royalty
revenues or improper allocation of Federal or Indian production.

Combining of production from Indian tribal or allotted leases will not be considered,
unlessit isan economic necessity to continue production from the leaseholds.

Any off-lease storage and/or measurement or combining of production approved and in
effect on the effective date of thisNTL will not have to reapply for approval. Any wells
or leases proposed to be added to an approved combining of production, or the off-lease
measurement and/or storage of production, must be approved by the Authorized Officer
prior to their commingling of production and/or inclusion in the facility.



I1. DEFINITIONS

Combining of Production: The phrase Acombining of production@ as used in this guidance
means any form of commingling or common storage whereby production from one source
is combined with production from other sources prior to sale.

Off-Lease Storage and/or Measurement: The phrase " off-lease storage and/or
measurement( as used in this guidance refers to the locating of a tank battery or
measurement facility off the leasehold for valid economic, 43 CFR 3162.1(a), or
topographic reasons, such as accessbility to all-weather roads, pipeline connections, and
truck loading points. The term Ameasurement( refersto quantity and quality
measurements of production.

Leasehold: The term Aleaseholdi as used in this guidance refers to the area within one
particular lease, communitized tract, unitized area, or participating area of a federally
approved unit.

I1l. OFF-LEASE STORAGE AND/OR MEASUREMENT

Off-lease storage and/or measurement of Federal or Indian production may be approved
by the Authorized Officer when justified by the lessee and/or operator. Consolidated
batteries or separate individual lease batteries located at a common site would fall in this
category. When tank batteries are consolidated, the individual lease facilities must be
kept completely separate prior to measurement. Provisions must also be included in these
types of approvals requiring that royalty be paid on any hydrocarbon liquids that may be
lost between the lease and the off-lease measurement and/or storage point. Application
for approval of off-lease storage and/or measurement must include the following items:

(1) A formal request for approval of off-|ease storage
and/ or neasurenent with appropriate explanations
and di agrans describing the proposed operation is
detail and containing the reasons for the proposal.
The request will be submtted on Sundry Notice
Form (3160-5), on conpany |letterhead, or in sone
i nstances by an approved Application for Permt to
Drill. Applications are to include appropriate
signatures for all |essee(s) and/or operators
participating in the project. Of-lease activities
may require additional right-of-way approvals.

(2) A map showi ng the | ease nunbers and | ocation of all
| eases and wells that will be connected to the
proposed off-lease facility. Al unitized or
communi ti zed areas, producing zones, or pools, etc.
must be clearly illustrated or detailed by suitable
neans.



(3) Asite facility diagramwhich clearly | ocates and
identifies all off-|lease storage and/or neasurenent
equi pnent and flowines that will be utilized.

(4) The estimated quantity and quality of production
i nvol ved from each contributing source or well.
Thi s shoul d include the conposition of the
production, APl gravity, and/or BTU content of the
oi | and gas.

(5) Details of the proposed nethod for allocating and
measuri ng production for each | ease and/or well
i nvol ved. I nclude Abeneficial use@ vol unes, both on
and of f -1 ease.

(6) |If allocation neters are to be used, the allocation
nmeter facilities (for neasuring and sanpling oi
before conmbining with other oil or storing off-
| ease) nmust include the followi ng conmponents:

1) Meter - A positive displacenent neter,
positive volune neter, turbine nmeter, all wth
a non-resettable totalizer or other acceptable
nmeasur enent devi ce.

2) Sanpl er - Equi pnent for continuous or periodic
liquid sanpling.

(7) Of-lease nmeasurenent of gas nust be measured by an
orifice meter or other approved nethod.

(1) Wen the application to conbine production is based
on econonmics, justification is required; i.e.,
approval will extend the economc life of the
Federal and/or Indian | ease(s) through added
conpression, reduction of neter servicing charges,
reducti on of back pressure, inability to obtain a
delivery point at each well necessitating a central
delivery point, or sone other acceptable condition.

V. COMBINING O PRODUCTI ON

Conbi ni ng of production at the surface or downhole fromtwo
or nore zones or pools on a single Federal or Indian

| easehol d, and conbi ni ng of production fromone Federal or

| ndi an | easehol d with another Federal, |ndian, or non-Federal
| easehol d requires the authorization of the Authorized
Oficer. A formal request for approval to conbine
production with appropriate expl anati ons and di agr ans

descri bing the proposed operation in detail and containing
the reasons for the proposal. The request shall be submtted
on Sundry Notice Form (3160-5). Application for approval to



conbi ne production (see 43 CFR 3162.3-2(a)) must include the
follow ng itens:

A

(1)
(2)
(3)

(4)

(5)

(6)

(1)

(2)

Downhol e

A wel | bore schematic of the nultiple conpletion.

Details of the proposed nethod for allocating
production back to each production zone.

The estimated quantity and quality of production to
be contributed by each production zone. This
shoul d i nclude the conposition of the production,
APl gravity, and/or BTU content of the oil and gas.

A statement that all interest owners have been
notified of the proposal. Report any objections to
t he proposal .

Evi dence or cal cul ations that Federal or Indian
royalties will not be reduced through approval of
t he application.

I f liquid hydrocarbons of diversified gravities are
to be mxed the applicant nust provide data
conparing gravity and prices received for the

i ndi vidual production to the price that woul d be
recei ved for the conbi ned production.

A copy of any State Order in Womng (i.e. Wom ng
Ol and Gas Conservation Conm ssion) which has
aut hori zed the conbi ning of production.

Sur f ace

A map showi ng the | ease nunbers and | ocation of al

| eases and wells that will contribute production to
t he proposed conm ngling or common storage
facility. Al unitized or conmunitized areas,
produci ng zones, or pools, etc. nmust be clearly
illustrated or detail ed by suitabl e neans.

A schematic diagramwhich clearly identifies al
equi pnent and piping that will be utilized for
surface conmngling. (An updated site facility
diagramw ||l need to be submtted if surface
conm ngling is approved).



(3) The estimated quantity and quality of production to
be contributed by the wells on each source. This
shoul d i nclude the conposition of the production,
APl gravity, and/or BTU content of the oil and gas.

(4) Details of the proposed nethod for allocating
production back to each contributing source.

(5) A statenent that all interest owners have been
notified of the proposal. Report any objections to
t he proposal .

(6) Evidence or calculations that Federal or Indian
royalties will not be reduced through approval of
t he application.

I f liquid hydrocarbons of diversified gravities are
to be mxed the applicant nust provide data
conparing gravity and prices received for the

i ndi vidual production to the price that woul d be
recei ved for the conbined production.

(7) Detailed economc justification when the
application to conbi ne production is based upon
econom ¢ necessity, i.e., when the applicant
contends that such approval is necessary for the
conti nued operation of the Federal or Indian
| ease(s) or if the application is predicated on the
basi s of avoiding the premature abandonnment of al
or a mgjority of the wells involved.

(8) A copy of any State Order in Womng (i.e. Wom ng
O and Gas Conservation Conm ssion) which has
aut hori zed the conbi ni ng of production.

V. EXTENT AND EFFECTI VE DATE OF APPROVALS

Al'l approval s for conbining of production and/or off-I|ease
nmeasur enment and storage granted by the Authorized Oficer
sinply provide that the nethod approved is a proper way to
nmeasure, store, and/or dispose of the Federal or Indian
royalty portion of production. The applicant is advised that
approval is a privilege granted to | essees for the purpose of
ai di ng conservation, but it does not relieve the

| essee/ operator fromany | egal obligations he nay have
regardi ng consent fromother interest holders or state
regul at ory agenci es.

Upon recei pt of an application to conbine, store, or neasure
production off-1lease, the Authorized Oficer will take one of



the following actions in a tinely manner: (1) approve the
application as submtted or with appropriate nodifications
and stipulations; (2) return the application and advi se the
appl i cant of the reasons for disapproval; or (3) advise the
applicant either in witing, or orally wth subsequent
witten confirmation of the reasons why final action will be
del ayed and the tentative date of such final action is
expected. Be reminded that prior approval is required of any
conm ngl i ng of production and/or off-|ease sal es, storage,
usage, and neasurenent. |If verbal approval is granted, a
witten application nust be tinmely filed with the Authorized
Oficer.

Once an application for conm ngling of production and/or off-
| ease sal es, storage, usage, and neasurenent is approved, the
effective date of approval will be the first day of the nonth
in which the approval is granted, however, applications may
becone effective on any day specified by the Authorized
Oficer.

Shoul d the BLM requi re upgrades of existing conm ngling
system appl i cations or previously approved applications, the
upgrades will be inplenented by neans of supplenents to the
original application. Execution of upgrade actions wll be
initiated by the BLM on a case by case basis after review ng
exi sting approvals. Al requirenents for upgrades wll set
forth specific reference to any docunented requirenents that
are unfulfilled prior to approval. 1In the event that
nodification to a gathering systemis required, reasonable
time frames will be allowed for inplenentation of the

nodi fi cati ons.

VI. | NSPECTI ON AND ENFORCEMENT

Failure to receive approval for conbining of production, or
for off-1ease nmeasurenent and/or storage could result in a

| oss of Federal or Indian royalties and may be considered a
maj or violation. The enforcenent action to be taken for this
violation may include an i medi ate shut-in order and possible
assessnments as authorized by 43 CFR 3160.

Failure to operate in accordance with the provisions outlined
in the Authorized Oficer's approval |letter and/or subsequent
stipul ations or nodifications may subject such approval to
revocation. These incidents may be consi dered nmajor or

m nor, dependi ng on inportance, and could also result in an

| nci dence of Non-Conpliance (INC) with appropriate correction
tine franmes, an i medi ate shut-in order, and/or an
assessnent.



