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1849 C St. NW, Room 5646

Washington, DC 20240

Attention: 1004—AF38

RE:  Docket No. BLM—-2025-0070 - Comments on the Bureau of Land Management’s Proposed
Rule on Requirements for Site Security and Production Handling; Applying for
Commingling and Allocation Approval

Dear Acting Director Groffy:

Western Energy Alliance (the Alliance) appreciates the opportunity to provide comments
to the Bureau of Land Management’s (BLM) proposed rule titled “Requirements for Site Security
and Production Handling; Applying for Commingling and Allocation Approval,” 91 Federal
Register 4045 (January 30, 2026).

The Alliance appreciates the initiatives taken by the White House and the Department of
the Interior to implement the provisions of the One Big Beautiful Bill Act (OBBBA) and to further
President Trump’s Unleashing American Energy agenda. The Alliance has worked diligently with
its member companies to provide informed, constructive comments on the draft commingling
regulations. The Alliance’s goal is to ensure that the final regulations align with the Congressional
direction and intent of the OBBBA commingling legislative provision in a manner that promotes
significant benefits to the United States and Am numbers
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American taxpayers from potential efficiency gains, enabling greater oil and natural gas
production, and corresponding increase in federal oil and gas royalties.

The Alliance has been at the forefront of public lands and energy issues for over five
decades. We have been deeply engaged on policies to promote the responsible exploration and
production of oil and natural gas on federal lands in the West. Our 165 members are independent
and integrated producers and associated companies who operate on federal, tribal, and nonfederal
lands in the West. As such, we collectively have detailed knowledge and expertise on how to
responsibly expand oil and natural gas production on federal lands, how best to help you implement
President Trump’s energy agenda, and how best to ensure the rulemaking efforts align with
applicable federal land management and leasing statutes.

Because the Alliance’s membership includes operators who routinely develop oil and gas
resources across federal, state, tribal, and fee lands throughout the West, the Alliance is uniquely
positioned to evaluate how commingling requirements function across diverse ownership
structures and regulatory regimes. This multi-jurisdictional operational experience provides the
Alliance (via the expertise of its members) with a practical understanding of how federal rules
interact in practical real-world conditions. As a result, the Alliance’s comments reflect not only
policy perspectives, but also direct operational insight into how commingling regulations can be
implemented effectively, consistently, and in a manner that maximizes recovery of resources while
protecting the public interest.

Established in 1952, the NDPC is a trade association that represents more than 550
companies involved in all aspects of the oil and gas industry, including oil and gas production,
refining, pipelines, transportation, mineral leasing, consulting, legal work, and oil field service
activities in North Dakota, South Dakota, and the Rocky Mountain Region. Our members have an
extensive history of responsible oil and gas development and environmental stewardship in North
Dakota, which boasts some of the cleanest air and water in the country.

The Petroleum Association of Wyoming (PAW) represents companies involved in all
aspects of responsible oil and natural gas development in Wyoming, including upstream
production, oilfield services, midstream processing, pipeline transportation and essential work
such as legal services, accounting, consulting and more.

The Montana Petroleum Association (MPA) represents over 150-member companies
involved in all aspects of the oil and natural gas industry. MPA’s members include producers,
refiners, suppliers, pipeline operators, and transporters, as well as service and supply companies
that support all segments of the industry and employ a great number of people in our great state.
MPA works with elected officials, business groups, regulatory boards, and agencies to promote
policies which incentivize revenue generating resource production and oppose rules and
regulations which hamper opportunities for future oil.

The New Mexico Oil & Gas Association (NMOGA) is a coalition of oil and natural gas
companies, individuals, and stakeholders dedicated to promoting the safe and environmentally
responsible development of oil and natural gas resources in New Mexico. Representing over 1,000
members, NMOGA works with elected officials, community leaders, industry experts, and the
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general public, to advocate for responsible oil and natural gas policies and increase public
understanding of industry operations and contributions to the state.

The Utah Petroleum Association (UPA) is a statewide oil and gas trade association
established in 1958 representing companies involved in all aspects of Utah’s oil and gas industry.
UPA members range from independent producers to midstream and service providers, to major oil
and natural gas companies widely recognized as industry leaders responsible for driving
technology advancement resulting in environmental and efficiency gains.

WSCOGA provides a unified political and regulatory voice for the oil and natural gas
industry in the Piceance Basin and Western Colorado. WSCOGA'’s represents over 80 member
companies and its mission is to promote the development of Western Colorado natural gas and
petroleum products for the benefit of society. WSCOGA is an affiliated chapter of the Colorado
Oil & Gas Association.

Founded in 1984, the Colorado Oil & Gas Association’s (COGA) mission is to foster and
promote the beneficial, efficient, responsible and environmentally sound development, production
and use of Colorado oil and natural gas. COGA serves as the unified political and regulatory voice
for the oil and natural gas industry in Colorado by supporting our members through advocacy,
partnerships, education and stakeholder engagement.

Our comments are offered in a collaborative spirit, with the goal of greatly improving the
final rule version by: (1) aligning the final rule with the Congressional direction and intent set forth
in the plain statutory text of the OBBBA, (2) modernizing commingling and allocation approvals
due to the advent of horizontal drilling and development by reducing uncertainty and restrictions
for diverse minerals, (3) highlighting potential benefits to U.S. taxpayers, (4) providing
information on the anticipated significant benefits multiple source commingling can provide, such
as reducing surface use and other environmental factors, and (5) protecting the federal trust
responsibility.

These Comments, Redlines, and Supporting Analyses are Designed as Tools for BLM to
use to Revise and Improve the Final Rule:

The comments, proposed regulation redlines, and supporting narratives provided in this
submission are intended to assist BLM staff in revising and refining the final rule so that it more
clearly implements the statutory directives and plain language of OBBBA while remaining
technically and economically workable in field operations.

The suggested revisions address areas where the proposed rule deviates from
Congressional direction, introduces ambiguity, imposes unnecessary procedural burdens, or is
inconsistent with existing federal and state measurement regulations and provides practical
alternatives grounded in established industry practices and prior BLM regulatory frameworks that
achieves OBBBA’s mandate. BLM staff are encouraged to use these comments and redlines as a
resource when developing the final rule and to view industry as a technical partner in crafting a
regulatory framework that is both administratively and operationally practicable, all while
adhering to Congressional direction.
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I. Congressional Direction and Legislative Framework

A. General Comment — The Direction from Congress in the Statute is to Deregulate

Under the OBBBA, Congress provided a clear legislative mandate to BLM: promote U.S.
energy production by pursuing deregulatory and regulatory actions that expand the responsible
modern development and management of federal lands and minerals. By enacting OBBBA,
Congress reduced restrictions on onshore development of oil and gas on federal lands by (1)
decreasing royalty rates, (2) reinstating noncompetitive leasing, (3) directing the BLM to
immediately resume quarterly lease sales in specified states, and (4) as it pertains to the current
rulemaking, directing the BLM to approve applications that allow for the commingling of
production from two or more sources. !

This clear Congressional direction and intent is apparent by a plain reading of the statute,
which provides:

[Clommingling of Production—The Secretary of the Interior shall approve
applications allowing for the commingling of production from 2 or more sources
(including the area of an oil and gas lease, the area included in a drilling spacing
unit, a unit participating area, a communitized area, or non-Federal property) before
production reaches the point of royalty measurement regardless of ownership, the
royalty rates, and the number or percentage of acres for each source...

One Big Beautiful Bill Act of 2025, Pub. L. No. 119-21, § 17, 139 Stat. 72, 139 (2025) (emphasis
added).

Previously, the commingling of production of two or more sources—diverse
commingling—was rarely approved by the BLM, regardless of economic, environmental, and
technical circumstances and regardless of basin, field office, or geographic region, despite the fact
that multiple source commingling is approved by many state oil and gas conservation commissions
or similar bodies, and despite such commingling being authorized for federal offshore production.
OBBBA addressed this historic pattern that prohibited more efficient development of federal
onshore oil and gas resources. OBBBA provides a clear legislative and legal directive for BLM to
approve diverse commingling applications on the condition that requirements expressly set forth
in the OBBBA are met.

Under the OBBBA, the BLM “shall” approve diverse commingling applications if the
applicant agrees to:

(1) Install measurement devices for each source, or

! One Big Beautiful Bill Act of 2025, Pub. L. No. 119-21, 139 Stat. 72 (codified as amended at 30 U.S.C. §226(q);
see also Cong. Res. Svc. Bill Summary for H.R. 1, (July 1, 2025).
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(i1) Utilize an allocation method that achieves volume measurement uncertainty levels
within plus or minus 2 percent during the production phase reported on a monthly basis,
or

(iii) Utilize an approved periodic well testing methodology.>

The legislation also reflects Congress’s express amendment of the Mineral Leasing Act to
authorize the BLM (through delegated authority from the Secretary of the Interior) to exercise its
discretion to allow additional approval options with “higher percentage volume measurement
uncertainty levels if appropriate technical and economic justifications have been provided.””

The text of the OBBBA reflects the unmistakable intent of Congress to make multiple
source commingling approvals routine, predictable, and accessible. Congress’s selection of
mandatory language (i.e., “shall approve”) removes the inherent discretionary ambiguity of
previous rules, and signaled that approval not denial, should be the default outcome so long as the
application satisfied any of the three options provided. The broad scope of the statute, is evidenced
by language such as allowing commingling “regardless of ownership, royalty rates, and number
or percentages of acres for each source,” and further demonstrates an intent to eliminate prior
administrative barriers that had historically discouraged or limited diverse commingling
applications.*

By providing multiple pathways for diverse commingling approvals, Congress deliberately
provided applicants with flexibility to engineer their own paths to approval, rather than choosing
to impose a series of rigid approval criteria or standards. The intent and structure of the statute
shows Congress intended to facilitate development of oil and gas resources on federal and tribal
lands by lowering the procedural obstacles for diverse commingling while giving applicants
practical and feasible options to secure approval, all the while maintaining production
accountability.

The OBBBA shifted the BLM’s regulatory framework and posture away from
discretionary restriction that, in practice, defaulted to rejection towards prescribed approval,
directing BLM to default to multiple source commingling authorization when statutory criteria are
met. This shift in presumption is illustrated by BLM’s recent policy on commingling applications
after OBBBA’s enactment under IM 2025-034 (IM), which explicitly stated that “FOs (Field
Offices) should keep in mind the goal of the OBBBA to broaden the applicability of commingling.
FOs should err on the side of approval rather than denial.””

230 U.S.C. §226(q) (emphasis added).

3.

41d.

5 BLM, Commingling of Oil and Gas Production — IM 2025-34, (Aug. 11, 2025); https://www.blm.gov/policy/im-
2025-034.
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Secretary Burgum stated soon after OBBBA passage that “[t]he BLM will update oil and
gas regulations that would make it easier for operators to combine, or commingle, production from
multiple leases. This measure reduces costs, improves production, and decreases surface use.”

Furthermore, the BLM IM issued as guidance to supplement the OBBBA commingling
provision explains the purpose of this guidance is to “provide instructions consistent with the
Secretary’s priorities by making investments to support the administration’s goals and responsible
mineral resource development...The OBBBA contains language broadening the scope of
allowable commingling. The BLM regulations in effect prior to the OBBBA were promulgated
effective January 17, 2017, and do not accurately reflect this expanded authority provided for in
the OBBBA.”"

The Secretary’s directive to update regulations to make commingling easier, reduce costs,
and improve production is aligned with and reflected in the BLM’s IM, which expressly
acknowledges the intent and mandate of Congress to broaden commingling approval authority
under the OBBBA. Accordingly, the BLM is charged with ensuring its policies and forthcoming
regulations reflect this expanded mandate to approve commingling and thereby facilitate
responsible mineral development.

B. General Comment — The Proposed Rule is in Conflict with the Plain Language of
the Statute and Congressional Direction and Intent

Significant parts of the proposed rule’s preamble and section-by-section discussion
misconstrue OBBBA'’s intent and the proposed rule’s intended application by providing such
statements concerning diverse or disproportionate federal interests that provide “this production
can still be commingled if certain enumerated conditions are met. The production must be
measured by an FMP that meets the requirements of subparts 3174 and 3175 and the allocation
methodology must demonstrate the inclusion of measurement devices that can meet measurement
uncertainties as set out in the regulations.”

Serious misalignment with OBBBA is also clear in the proposal to revise the commingling
regulations to require “the applicant to provide notice to all interest owners that their production
is proposed for inclusion in a commingling agreement’™ and to demonstrate that “all other interest
owners, such as private, State, or Indian, consent to both the CAA and the BLM’s inspection of
the equipment.” By adding notice and consent requirements as well as other conditions not
explicitly enumerated in OBBBA, the proposed rule effectively undermines the statute’s mandate,
limiting commingling approvals, rendering them administratively unachievable and technically
contingent on narrow pathways devised by BLM, such as low production thresholds, downhole
commingling, or undefined “overriding considerations.” As drafted, the rule would not expand

® BLM, Interior advances energy dominance through the One Big Beautiful Bill Act, (July 22, 2025);
https://www.blm.gov/press-release/interior-advances-energy-dominance-through-one-big-beautiful-bill-
act#:~:text=The%200ne%20Big%20Beautiful%20Bill%20Act%20(H.R.,than%2012.5%25%20and%20n0%20great
er%20than%2016.67%25.

7 1M 2025-34, supra note 4.

891 Fed. Reg. 4048.

°Id.

10
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multiple source commingling opportunities as Congress intended, but instead risks leaving
applicants and industry with limited commingling opportunities, potentially more restrictive than
existed prior to OBBBA.

Congress did not legislate that “BLM may approve,” it clearly stated, “shall approve,” and
proceeded to provide broadened legal authority to do so. Any proposed implementing regulation
that layers on new procedural hurdles or elevates the approval standard by inverting the statute’s
command, maintains or even heightens the very barriers that the OBBBA unequivocally removed.
Regulations that make commingling harder, not easier, would not reflect a faithful implementation
of the statute, but rather impermissible misapplication and modification of the statute’s plain
language and intent. Such a wide gap between the statute and regulation risks being arbitrary and
capricious. The Alliance’s comments are intended to rectify this gap and harmonize the rule with
OBBBA'’s clear mandate.

BLM’s final regulations must therefore operationalize the approvals prescribed by
OBBBA, which upholds Congress’s directive for streamlined and flexible solutions to authorize
commingling of multiple sources.

At a high level, the draft rule is flawed in the following respects: (1) it materially departs
from the Congressional direction, intent, and statutory text of the OBBBA, (2) it materially departs
from BLM’s Instruction Memorandum, (3) it is not reflective of widely accepted industry
standards and practices, (4) it risks increasing, instead of decreasing, the administrative burden,
technical rigidity, and approval uncertainty, (5) it acts to discourage diverse commingling
solutions, potentially reducing continued production of oil and gas on federal lands and minerals,
and diminishing returns to U.S. taxpayers from royalty payments, and (6) it removes key,
longstanding objective concepts and adds unclear and highly infeasible procedures in their place.

Despite its stated objectives, the proposed rule would undermine operational efficiency and
responsible development by introducing new uncertainty, for both measurement and approval, and
barriers inconsistent with OBBBA’s directive and the BLM’s own policy guidance. The following
comments and proposed improvements detail how the draft rule should be revised to realign with
Congressional intent and OBBBA’s statutory directive, providing practical measurement or
allocation methods that should apply. Reconciling the final rule with OBBBA’s intent, existing
BLM policy, and practical field realities with horizontal development will ensure commingling
approvals are facilitated in the manner originally intended.

II. Specific Comments and Requested Actions:

A. Comment #1 - Codify the Statutory Directive to Approve Commingling
Applications as the Default

The proposed rule should be revised to explicitly reflect the plain language of the statute
that commingling applications shall be approved by BLM when an applicant satisfies one, or a
combination of one or more, statutorily provided pathways.

11
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Rationale: OBBBA uses mandatory language (‘“shall approve”), and BLM IM 2025-34
directs FOs to err on the side of approval. The final rule should remove regulatory language that
introduces discretionary elements related to mandatory approvals, requirements beyond those
contained in OBBBA, or misapplies criteria for the use of the commingling options provided in
the OBBBA due to unclear regulatory drafting.

B. Comment #2 — Preserve the Three Statutory Compliance Pathways as Separate
Options and without Imposition of Additional Heightened Approval Criteria

BLM should ensure the final rule mirrors the statute and IM by requiring approval where
the applicant satisfies any one (or if the applicant chooses, a combination) of the following
conditions:

(1) Installs an allocation measurement device for each source; or

(i1) Uses an allocation method that achieves volumetric measurement uncertainty within +
2% reported on a monthly basis, or

(ii1) Propose to use an approved periodic well testing methodology.

Rationale: The final rule should not add supplemental conditions, technical or otherwise,
beyond those contemplated in the OBBBA and reinforced in the IM and Secretary’s guidance.
OBBBA provided three explicitly articulated pathways for diverse commingling approval. Adding
additional procedural (e.g., notice) or technical hurdles undermine the precise directive and
flexibility of the statutory options and, in fact, contravenes Congress’s elimination of extraneous
barriers in the statute.

C. Comment#3 — Clarify Volume Measurement Uncertainty Thresholds Do Not Apply
to Source Metering or Periodic Well Testing

Revise any provisions that effectively require wellhead FMP-level precision in all cases.
Clarify under 43 C.F.R. § 3173.14(a)(4)(ii) that volume measurement uncertainty levels with plus
or minus (+ 2 percent), during the production phase of the well do not apply when applicants
propose installing measurement devices for each source or periodic well testing.

Rationale: In doing this, the BLM will recognize the practical, field-appropriate methods
outlined in the OBBBA for source metering and periodic well testing as sufficient to meet statutory
thresholds as wholly separate options than when applicants pursue an allocation method based on
volume measurement uncertainty.

Congress contemplated workable, reasonable measurement standards and the final rule

should reflect industry practices that account for production and royalties consistent with these
standards without imposing unnecessary technical obstacles.
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D. Comment #4 — BLM Must Use Objective Standards Consistent with the Intent and
Plain Language of the OBBBA

The rule should be revised to replace unclear and highly infeasible procedural requirements
(e.g., notice and consent requirements — as discussed more fully below) with objective, measured
criteria that operators can reliably and consistently meet, and that BLM Field Offices (FOs) can
consistently administer.

BLM should remove entirely provisions and/or proposed rule structure that impose
conditions beyond those contemplated by OBBBA and effectively create a framework that would
render multiple source commingling approvals even more unlikely than before.

Rationale: The use of unclear and practically infeasible standards only serve to increase
uncertainty and increase administrative burden, ultimately discouraging commingling altogether.
Objective criteria promote the uniform application across every basin and reduces arbitrary
outcomes and unintended consequences. OBBBA was enacted specifically to broaden the use and
approval of commingling. Applying heightened approval thresholds and expansive documentation
requirements is inconsistent with congressional intent, statutory text, or BLM policy set forth in
the IM.

Clear and practical requirements assist the BLM and industry to establish predictable
timelines, reliable approvals, and provide operational and planning certainty. Thus, rule revisions
should establish predictable, efficient processes that increase commingling application
submissions, improve production, and enhance benefits via royalties to the U.S. taxpayer.

E. Comment#5—The Final Rule Should Recognize Established Engineering Standards
and State-Approved Methodologies to Implement OBBBA’s Directive to Broaden
Commingling Approvals

OBBBA, Secretarial guidance, and agency policy all align on making diverse commingling
more feasible. The draft rule language and its realistic effect, however, do not. The rule should be
revised to allow for measurement, allocation, and well testing methodologies that may be
implemented consistent with established industry standards and practices (e.g., API, AGA), and
state approved methodologies. The Bureau of Safety and Environmental Enforcement (BSEE) also
recognizes well testing as an appropriate methodology in the offshore context, albeit involving
different types of wells and equipment than is typical onshore.

Rationale: OBBBA was intentionally structured and designed to broaden commingling and
require mandatory approval by BLM if the applicant uses one of the three statutory options. By
recognizing widely used industry standards, and state vetted and approved methodologies, BLM
FOs can rely on proven technical frameworks already in place and used across different producing
onshore basins.

This approach promotes regulatory consistency and reduces duplicative federal
requirements to both the BLM and industry. This approach also aligns with the deregulatory intent
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of OBBBA, the policy directive of IM 2025-034 to broaden commingling approvals, and the
Secretary’s guidance to make commingling easier.

III. Critical Concerns and Fatal Flaws with Proposed Rule — Proposed Redlines to Improve

A. General Comment — Revise the Proposed Rule to Ensure it Does Not Violate OBBBA
by Making Clear that Volume Measurement Uncertainty Is Not to be Applied to
Source Metering or Periodic Well Testing

1. Revise Definitions of “Acceptable Methodology,” Introduce a Definition for
“Approved Periodic Well Testing,” and Eliminate Definition of “Access” under
§ 3173.1(a) to be Functionally Consistent Across the Proposed Rule

Based on OBBBA's plain text, volume measurement uncertainty thresholds do not apply
to source metering or periodic well testing, full stop. In fact, the option for applicants to propose
an allocation method that “achieves volume measurement uncertainty levels within plus or minus
2 percent during the production phase reported on a monthly basis,” as provided by the OBBBA
and mirrored by the IM, firmly establishes that this pathway to diverse commingling approval is
both separate and apart from source metering and periodic well testing.

Some parts of the draft rule recognize this distinction, while others do not. For example, §
3173.1(a) in the draft rule provides:

As used in this subpart, the term: Acceptable methodology means, consistent with
30 U.S.C. 226(q), (1) use of a measurement device for each commingled source,
(2) a description of how the applicant will use an allocation method that achieves
volume measurement uncertainty levels within 2 percent or up to five percent if
there are appropriate technical and economic justifications, or (3) use of an
approved periodic well testing methodology.

91 Fed. Reg. 4052 (emphasis added).

The definition is rooted in the MLA, as revised by the OBBBA, which clearly and
unequivocally intends for each pathway to be separate. The volume measurement uncertainty
pathway, as its own potential allocation methodology, is intended to be the pathway where
applicants or operators may deploy new measurement technologies and engineering designs, so
long as those approaches remain within the tolerances prescribed, while not affecting or impacting
the remaining two methodologies, mainly source metering and periodic well testing.

This is reflected by the BLM’s statements in the preamble to the effect that “if the applicant
agrees to use one of three methods for production measurement and allocation...the regulatory
updates are necessary to reflect changes in oil and gas measurement practices and technology since
the existing regulations were first promulgated in 2016. Technology is more precise today than it
was in 2016. This leads to better measurement equipment, such as Coriolis and ultrasonic meters.
The OBBBA modifies how BLM should address commingling approvals and allocation
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methodologies to meet today’s demands.”!? Today, oil and gas operations on federal and Indian
lands require an all-of-the-above approach to commingling to maximize productivity and the rule
should reflect such optionality.

The definition proposed by BLM in § 3173.1(a) for acceptable methodology confirms that
the volume measurement uncertainty pathway was designed and intended to operate as a distinct
and optional mechanism to obtain commingling approval, allowing operators to utilize evolving
measurement technologies and innovative engineering solutions as they emerge over time. When
properly implemented, it serves as a forward-looking option that accommodates advances in
measurement practices without imposing those requirements on the separate and independent
pathways of source metering or periodic well testing.

B. Comment #6 — Requested Modification to the Draft Rule — Clarify the Definition of
Acceptable Methodology

1. Comment: The Alliance proposes the following definition for “Acceptable
Methodology.”

2. Redline: § 3173.1(a) Definitions and acronyms — Acceptable Methodology
As used in this subpart, the term:

Acceptable methodology means, consistent with 30 U.S.C. 226(q), any of the following
individually or in comblnatlon (1) use of an allocatlon measurement device for each commlngled
source, or (2) : n-ofh h 3

teehmeal—aﬂd—eeeﬂem}c—.]ﬁs&ﬁea&eﬂs use of an allocatlon method that ach1eves Volume

measurement uncertainty levels within plus or minus 2 percent during the production phase
reported on a monthly basis, or (3) use of an approved periodic well testing methodology.

3. Rationale:

This revision, as reflected in the redline above, reflects the statutory intent and text of
OBBBA, prevents misapplication of the uncertainty requirements to periodic well testing, and
allows applicants to utilize multiple acceptable methodologies in a single CAA.

C. Comment #7 — Requested Modification to the Draft Rule — Add a Definition of
Approved Periodic Well Testing Methodology

1. Comment: The Alliance proposes the provision of a new definition for “Approved
Periodic Well Testing” where the proposed rule does not provide one. Adding a

1091 Fed. Reg. 4046.
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definition provides clear guidance to both operator applicants and FOs regarding
what constitutes an acceptable periodic well testing approach.

2. Redline: § 3173.1(a) Definitions and acronyms — Approved Periodic Well
Testing Methodology

As used in this subpart, the term:

Approved periodic well testing methodology means either of the following: (1) a
methodology that has been approved by a State Conservation Commission or similar body for use
of periodic well testing in the State where the commingling occurs; or (2) a generally accepted
industry standard periodic well testing methodology, for example but without limitation, a method
set forth in API Manual of Petroleum Measurement Standards Section 20.5 (as amended), utilizing
monthly well tests of at least twelve hours in cumulative duration for each well.

3. Rationale:

OBBBA explicitly identifies periodic well testing as one of the three independent pathways
for commingling approval. Defining this methodology ensures the rule properly implements
Congress’s intent that BLM “shall approve” commingling that utilizes periodic well testing for
production allocation, rather than leaving the method undefined or subject to ad hoc interpretation.

State oil and gas commissions routinely approve and regulate periodic well testing
methodologies for production allocation and reporting. Recognizing state-approved testing
methodologies promotes regulatory alignment between federal and state regulators and avoids
duplicative or conflicting technical requirements.

Referencing generally accepted industry standards as an alternative where state-approved
methodologies may not exist ensures that periodic well testing methodologies are grounded in
widely accepted engineering and production accounting practices. This approach promotes
production accountability while allowing operators to rely on proven technical frameworks already
used across the industry.

Periodic well testing is a common and reliable method for allocating production in
commingled systems, particularly where installation of individual source meters may be
impractical or cost prohibitive. Recognizing this methodology supports the broader goal of
facilitating commingling while maintaining production accountability in accordance with state
legal requirements and industry standards. Providing a defined framework for acceptable well
testing methodologies provides certainty and predictability to operators. It also reduces the need
for costly and unpredictable case-by-case technical review and coordination between operators
and BLM Field Offices. This helps streamline the approval process, improves predictability for
applicants, and clarifies when BLM “shall approve” commingling applications utilizing well
testing methodologies.

By recognizing state-approved and industry-standard well testing methodologies, the
proposed definition supports the rule’s stated objectives of promoting operational efficiency,
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reducing regulatory uncertainty, and facilitating responsible resource development while
maintaining accurate production allocation.'!

D. Comment#8 — Requested Modification to the Draft Rule - Remove BLM’s Proposed
Definition for Access

1. Comment: The Alliance proposes the removal of the defined term of “access”
altogether.

2. Redline: § 3173.1 Definitions and acronyms — Access

As used in this subpart, the term:

Access means:

3. Rationale:

With the revisions proposed in this comment letter, access is no longer used or required.
More importantly, access to non-federally owned surface facilities is already provided for in the
BLM’s regulations for applying for off-lease measurement (OLM).'?

Under existing OLM regulations, applicants applying for OLM are required to submit
written concurrence from the owner(s) of the surface and owners of the measurement facilities
granting access to the OLM facilities for the purpose of verifying production accountability. The
Wyoming BLM has provided a template self-certification document to operators that establishes
access for CAA and OLM applications.'® Maintaining a separate definition of “access” under this
subpart would be duplicative and unnecessary for the rules intended effectiveness.

191 Fed. Reg. 4046.

1243 C.F.R. § 3173.23(e).

13 BLM Wyoming, Template Access Agreement Self-Certification;
https://www.blm.gov/sites/blm.gov/files/documents/Template NonFed Access_SelfCert 20191122.pdf.
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E. General Comment — The Conditions for CAA under § 3173.14(a) are Non-
Discretionary. The Draft Regulations Should Prevent the Misapplication of Volume
Measurement Uncertainty to Source Metering and Periodic Well Testing and
Ensure Procedures for Approval Under § 3173.14(a) Remain Routine and
Ministerial.

The issue of BLM misapplying volume measurement uncertainty levels to source metering
and periodic well testing becomes apparent in its proposed conditions for commingling and
allocation approval under § 3173.14(a)(4)(ii), which states:

(i1)) The proposed commingling allocation methodology demonstrates the
installation of measurement devices for oil and gas sources that: (1) can reasonably
achieve volume measurement uncertainty levels with plus or minus (+ 2 percent),
between the allocation point and FMP (including off lease measurement FMPs,
where applicable), during the production phase of the well or (2) uses the allocation
methods and reporting requirements provided in subpart 3174 and subpart 3175 as
reported on a monthly basis using a twelve-month average.

91 Fed. Reg. 4052.

This condition of commingling approval is highly problematic for many reasons. One, the
condition of approval fails to recognize, understand, or apply the definition of “acceptable
methodology” recently established under § 3173.1(a) as one that allows for three separate approval
pathways.

Two, the condition assumes the use of source metering (“the installation of measurement
devices for oil and gas sources”) as the proposed commingling allocation methodology and ignores
the two other viable methods provided in OBBBA, the IM, and § 3173.1(a).

Three, the condition erroneously applies volume measurement uncertainty requirements to
source metering (“‘can reasonably achieve volume measurement uncertainty levels...”), thereby
combining two separate methodologies.

Four, and most indicative of the poor understanding of how the draft rules interplay
between other BLM measurement regulations, the conditions for approval seek to apply FMP
regulations and standards to non-FMP allocation methods or metering devices (“uses the allocation
methods and reporting requirements provided in subpart 3174 and subpart 3175”).

This proposed provision contradicts the regulations for oil measurement FMPs that
provides, “Meters used for allocation under a CAA under § 3173.14 are not required to meet the
requirements of this subpart.”'* The end product and ultimate effect of § 3173.1(a) and §
3173.14(i1), when construed together, is a badly tailored, self-contradicting, and unviable rule that
contradicts OBBBA and does not promote broader commingling.

443 CF.R. § 3174.2(h).
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Without substantial revisions and a review of how each subpart of the rule interacts with
other parts of the proposed rule, the version put forth initially by the BLM, if finalized, is so
harmful and contrary to the express Congressional direction and intent of OBBBA, the IM, and
industry, that it risks losing all ground made up by industry and the BLM over the previous twenty
years in terms of maximizing productivity of federal oil and gas minerals, mitigating surface and
environmental impacts, and providing taxpayers with their fair share of returns from the use of
federal resources. Accordingly, sections 3173.1(a) and 3173.14(a)(4)(i1)) must be revised to
function in harmony.

F. Comment #9 — Requested Modification to the Draft Rule — Conditions for CAA
(surface and downhole) under § 3173.14(a) — Improved Approval Time and
Removal of Notice and Consent Requirements

1. Comment: The Alliance proposes the following redlines to § 3173.14(a)(1-4).

2. Redline: § 3173.14(a) Conditions for commingling and allocation approval
(surface and downhole).

(a) When ownership and royalty rates are identical for all sources in a CAA, then BLM
shall approve the application.

arant a CAA for all leases. unit PAs or CAs ifthe following eriteriaare et
grant a CAA within 60 days of submission of the CAA, for all leases, unit PAs, or CAs
including in instances where the proposed commingling of production involves production
from federal, state, tribal, or private leases, unit PAs, or CAs, even if the interests at issue
are disproportionate to one another, including interests that are subject to varying royalty
rates, dissimilar fixed royalty rates, or revenue distributions if the following criteria are
met:

(1) The operator or operators provides an acceptable methodology to the BLM for
the allocation of production among the properties from which production is to be
commingled émelﬂdmg—aﬂﬂethed—feﬁal-leeaﬂﬂg—pmdﬁeed—wa{eﬂ as prov1ded in 30
U.S.C. 226(q).-withan e

operator;

(2) The FMP(s) for the proposed CAA measure production originating only from
the leases, unit PAs, or CAs in the CAA; and

(3) If production from an Indian lease is to be included in the CAA, the Bureau of
Indian Affairs, or Tribal approval, where necessary, approves of the inclusion of

that production in the proposed CAA; and
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The BLM receives a complete CAA from the applicant pursuant to 43 CFR 3173.15
that includes a statement by the applicant confirming that the applicant will comply
with state legal requirements, if any, for the proposed commingling if private or
state interests are included in the CAA.

3. Rationale:

The revisions to 3173.14(a) correct the structural and technical flaws in the draft rule so
that the commingling framework will align with the statutory intent of OBBBA, operates
consistently with BLMs own definition of “acceptable methodology,” and avoids conflating
separate measurement and allocation concepts in a way that would make conditions of approval
impractical or impossible.

First off, the redlines proposed by industry for § 3173.14(a) make clear that common and
proportional CAAs (e.g., same royalty rates, same interest percentages) retain the non-
discretionary approval nature as the existing CAA rules. Such clarification in necessary to avoid
the imposition of requirements for diverse CAAs onto common ownership CAAs.

As drafted in the BLM Proposed Rule, §3173.14(a)(4)(ii) improperly requires that source
meters “reasonably achieve volume measurement uncertainty levels + 2 percent,” which merges
two distinct methodologies and effectively imposes the allocation uncertainty standard on the other
approval pathways. The redline revision corrects this conflation and ensures that each
methodology operates under its own appropriate technical framework.

Existing BLM regulations already state that allocation meters used under a commingling
agreement are not required to meet FMP standards. By referencing subparts 3174 and 3175 as
mandatory conditions for approval, the draft rule creates an internal regulatory contradiction. The
redline revision eliminates this conflict and restores consistency across BLM’s measurement
regulations.

By separating the methodologies and eliminating inappropriate FMP-level requirements,
the revised language allows operators and BLM FOs to implement commingling approvals using
practical engineering approaches consistent with industry practices and existing regulatory
frameworks.

Section 3173.14(a) (now (b) as proposed by industry’s redlines) is a mandatory approval
process. Here, the draft rule repeatedly states that “the BLM will grant a CAA” or “the BLM will
approve a CAA” when the specified criteria are met. The use of “will grant” and “will approve,”
rather than permissive terms such as “may approve,” strongly indicates that approval is automatic
once the regulatory conditions are satisfied, leaving no discretion for BLM to deny an otherwise
compliant application.

Moreso, § 3173.14(a) (now (b) as proposed by industry’s redlines) lays out specific and
measurable conditions for approval, such as providing an acceptable methodology for allocation,
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ensuring FMP compliance where applicable, and obtaining BIA approval for Indian leases. When
a regulation establishes objective criteria for approval rather than open-ended standards, the
BLM’s role becomes administrative verification of compliance, not discretionary evaluation.

The Alliance’s proposed revisions to the draft rule’s structure confirms approval is
triggered by compliance with the conditions under § 3173.14(a) (now (b) as proposed by industry’s
redlines) as required by the plain language of the OBBBA. The Alliance’s proposed draft rule is
structured as a conditional if/then statement, meaning if the listed criteria are satisfied, then BLM
will approve the CAA. This further demonstrates that BLM CAA approval is triggered by
compliance with the requirements of § 3173.14(a) (now (b) as proposed by industry’s redlines)
and limits the BLM’s role to confirming the operator has met the specified conditions.

G. General Comment — BLM Lacks Authority to Require Notice and Consent to
Interest Owners as a Condition of Approval for CAAs and Should Remove the
Requirements Altogether

1. The Legal Authorities Relied Upon by the BLM in Undertaking the Rulemaking
Do Not Provide for Notice or Consent Requirements

The BLM has stated the legal authorities relied upon while promulgating the proposed rule
are section 50101(d)(3) of the OBBBA, section 226(q) of the MLA, and FOGRMA." Section
50101(d)(3) of the OBBBA and § 226(q) of the MLA both contain the exact same language.
However, notably absent from the OBBBA and MLA’s commingling provisions are any reference
to notice or consent from mineral owners.

When the MLA does contemplate notice, in non-commingling provisions, it does so
explicitly. For example, under § 226(f) Notice of Proposed Action; Posting of Notice; Terms and
Maps, the MLA specifically requires the Secretary, not the operator or lessee, to provide notice of
the proposed action.!® More telling, is when the MLA requires terms and conditions of an action,
such as commencement of surface disturbing activities on U.S. Dept. of Agriculture lands, notice
is required to be furnished from the applicant to the Secretary of Agriculture, not individual interest
owners.!”

Regarding consent requirements in the MLA, consent is required only from lessees in
situations where drainage is occurring by adjacent operations, when the Secretary of the Interior
uses discretion to modify a cooperative or unit plan, or when the BLM is seeking consent from the
head of the executive department for leasing of acquired lands.'® Diverse commingling approvals
do not fall within any of the aforementioned scenarios outlined by the MLLA, and as such, are not
subject to consent requirements.

1591 Fed. Reg. 4046; see also One Big Beautiful Bill Act of 2025, Pub. L. No. 119-21, 139 Stat. 72 (codified as
amended at 30 U.S.C. §226(q); see also 30 U.S.C. § 226(q); see also 43 U.S.C. 1701 et seq.

1630 U.S.C. §226(f).

1730 U.S.C. § 226(0)(2).

1830 U.S.C. § 226(J), (M); see also U.S.C. § 352.
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Similarly, FOGRMA does not contain notice and consent requirements that must be
satisfied when applicants are pursuing commingling approval.!® The statute’s stated purpose is to
“clarify, reaffirm, expand, and define the responsibilities and obligations of lessees, operators, and
other persons involved in transportation or sale of oil and gas from federal and Indian lands.”?°
FOGRMA'’s notice requirements are limited to communications between the federal government
and lessee operators regarding audits, inspections, and recordkeeping obligations.?! Consent
requirements are absent altogether. FOGRMA’s implementing regulations also fail to impose this
notice requirement.’? Accordingly, neither FOGRMA nor its implementing regulations provide
any statutory or regulatory basis for imposing a notice or consent requirement on applicants
seeking commingling approval.

BLM lacks authority to impose a notice and consent requirement to interest owners for
commingling applications because Congress did not include nor intend such a requirement in either
of the governing statutes, OBBBA, MLA §226(q), or FOGRMA. When Congress intends notice
and consent requirements to apply, it expressly says so. Expressio unius est exclusion alterius.*?

2. The Proposed Rules Notice Requirements are Overly Duplicative and
Redundant to Existing State Processes

The proposed rule provides that a CAA will be approved by the BLM only after:

[T]he applicant provides notice to all interest owners of the production to be
commingling, or, in lieu of notice, the applicant provides to the BLM a signed
operator agreement that includes a methodology that is acceptable to the BLM for
accurate allocation of production.

BLM Proposed Rule, 91 Federal Register 4053 (January 30, 2026).

This requirement of notice to interest owners for approval duplicates existing state
requirements that applicants or operators perform when pursuing parallel state commingling
approvals. In New Mexico, the Oil Conservation Division (OCD) requires applicants seeking
surface commingling approvals to give notice via certified mail, return receipt requested, to all
“affected persons” at least 20 days prior to approval.?* The OCD commingling regulations also
include an adjudicative process that provides for noticed interest owners to object to and protest
commingling applications via a formal hearing on the matter.”® Likewise, the North Dakota
Industrial Commission (NDIC) allows approval for diverse commingling only after notice and
opportunity for hearing.?® Wyoming also follows notice and hearing requirements prior to surface

1930 U.S.C. § 1701 et seq.

2030 U.S.C. § 1701(b)(1).

230 U.8.C. § 1717(a).

2230 C.F.R. § 1217.50.

BCongressional Canons of Construction: A Brief Overview, Lib. Of Cong. IF 12992 (May 9, 2025); (expressio
unius est exclusio alterius: the expression of one thing implies the exclusion of others).

2419.15.2.7.A(8) NMAC (Defining “affected persons” as, “each working interest owner, unleased mineral interest
owner, BLM and State land agencies, or BIA.)

2519.15.12.10.C.(4)(c) NMAC.

26 38-08-20 N.D.C.C.
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commingling approval.’’ The Wyoming Oil and Gas Conservation Commission (WOGCC)
requires notice to both working interest and royalty interest owners.?® State processes already
accomplish what BLM is pursuing in the proposed draft rule.

Unlike state notice and hearing processes, the BLM’s proposed notice requirements lack
procedural frameworks for a feasible program. NM, ND, and WY each have notice and
adjudicatory regimes, not mere notice requirements. State notice systems include defined notice
recipients (e.g., working interest or royalty owners), minimum notice periods, clear service
methods, opportunity for protest or hearing, defined standards for approval, and regulatory
adjudicatory procedures. The BLM, on the other hand, lacks nearly all these elements, and fails to
specify what is intended by “interest owner,” how notice must be delivered, applicable timelines,
protest and adjudicatory processes, or dispute resolution mechanisms. And, as described above,
BLM lacks the authority to require such notice.

In addition to state processes for commingling approvals that include notice requirements,
existing mechanisms and procedures, such as communitization agreements (CAs), joint operating
agreements (JOAs), and state spacing and pooling orders, provide well established and structured
procedures through which interest owners receive notice, have an opportunity to participate, and
provide consent to development activities. Collectively, these processes ensure interested parties
are both informed and able to protect their interests well before operational activities occur, such
as commingling of production.

CAs not only require approval from the BLM, but also from working interest owners and
relevant parties who must execute the agreement itself. BLM’s approval process for CAs requires
the submission of ownership and interest documentation, thus all affected federal interests are
accounted for. This process inherently reflects the notice and consent among participating interest
owners that BLM is pursuing (again) with the rule proposals.

Also inherent in the development of diverse mineral estates are joint operating agreements
(JOAs) that govern the contractual relationship between working interest owners within a drilling
unit. JOAs establish how development decisions are made, how costs and production are allocated,
and how operations, including drilling, completion, and production, are conducted. Since JOAs
are executed agreements by the working interest owners themselves, they govern both notice and
consent regarding the operator’s ability to conduct operations on behalf of the group.

State spacing and pooling applications similarly provide formal notice mechanisms. Most,
if not all, state regulatory commissions require notice to affected mineral owners, working interest
owners, and sometimes royalty owners. These approvals occur only after a series of public
hearings and opportunities for objections or intervention, which provides a well-established forum
for affected parties to participate in decisions regarding corresponding development.

As a result, the BLM’s rule creates procedural ambiguity and unnecessary duplication
rather than regulatory clarity and will only serve to overburden applicants and BLM FOs. As a

27055-0001-3 Wyo. Code R. § 34(e).
B1d.
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practical matter, BLM’s proposed notice requirements would inundate BLM field offices with
additional filings and review and ultimately do nothing to achieve accurate and accountable
measurement for diverse applications. Generally, the BLM gets the opportunity to participate in
state adjudicative processes when it is noticed as part of state commingling applications and again
during state approvals for spacing and unit approvals.

Also lacking in BLM’s proposed notice condition of approval is the requirement that
parties protesting or objecting to the CAA must first make a showing of adequate standing in order
to properly assert a legal challenge. Under this application of the proposed rule, any party can raise
an objection to a CAA, which is both legally untenable and a major source of uncertainty and
concern for operators and applicants in making development decisions and business plans with
any degree of certainty with respect to CAA approvals.

The proposed notice requirement would impose unnecessary administrative burdens,
duplicate existing state notice processes, and introduce legal uncertainty by allowing objections
from parties without standing, all without improving regulatory oversight or production
accountability.

H. Comment #10 — Requested Modification to the Draft Rule — Remove Notice and
Consent

1. Comment: The Alliance proposes removal of the Notice and Consent provisions in
their entirety.

2. Redline: § 3173.14(a)(5) Conditions for commingling and allocation approval
(surface and downhole).

3. Rationale:

State oil and gas regulatory agencies already require notice and opportunity for hearing
when operators seek commingling, spacing, or pooling approvals. Because BLM participates in
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these processes when federal interests are involved, the proposed rule would merely duplicate
existing notice methods without providing additional regulatory benefit.

Neither OBBBA, MLA §226(q), nor FOGRMA authorize BLM to require notice or
consent from mineral interest owners as a condition of approving a CAA. Congress demonstrated
throughout the MLA that when notice or consent is required, it expressly states so. Because the
commingling provisions contain no such requirement, BLM lacks authority to impose one through
rulemaking.

OBBBA was enacted specifically to expand and facilitate commingling approvals by
directing the Secretary to approve applications where statutory criteria are met. Adding a notice-
and-consent prerequisite creates an additional procedural hurdle that directly undermines
Congress’s mandate to streamline approvals.

Practically speaking, notice and consent requirements would likely be a threshold that
would be rarely achieved. Obtaining notice and consent from all leases, units, CA, PAs, or similar
agreements could often result in hundreds of individual and business parties to be engaged, and
obtaining 100% notice and consent from each party would prove practically impossible, and too
costly and administratively burdensome to perform in its entirety, leaving many applicants with
no true path toward commingling approval.

Development activities on oil and gas properties are already governed by CAs, JOAs, and
state pooling or spacing orders, all of which include established mechanisms for notifying interest
owners and obtaining consent where required. The proposed federal notice requirement therefore
duplicates contractual and regulatory processes already embedded in oil and gas development.

Unlike state regulatory systems, the proposed rule does not define: who qualifies as an
“interest owner,” how notice must be delivered, what timeframes apply, whether objections require
standing, or what adjudicatory procedures govern disputes. Without these elements, the rule
creates procedural ambiguity rather than regulatory clarity, making it difficult for both operators
and BLM field offices to administer.

The rule would generate additional filings, notices, and reviews for both operators and
BLM FOs while doing nothing to improve measurement accuracy, royalty accountability, or
resource management, which are the actual regulatory purposes of commingling approvals.

Because the rule does not require objecting parties to demonstrate standing, it could allow
virtually any party to challenge a commingling agreement, creating significant uncertainty for
operators and delaying development decisions. Such uncertainty is inconsistent with OBBBA’s
goal of creating predictable and efficient approval processes.
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By imposing requirements not authorized by statute, duplicating existing regulatory rules,
and lacking a workable procedural structure, the proposed provision risks being deemed arbitrary,
capricious, or contrary to law under the APA.*

The entirety of proposed sections 43 C.F.R. § 3173.14(a)(5)(i-ii) should be removed.

I. General Comment — The Conditions for CAA under § 3173.14(b) (revised and
proposed by industry as § 3173.14(c)) are Discretionary

As proposed by the BLM, Section 3173.14(b) is to be differentiated from § 3173.14(a) in
that (b) is discretionary, whereas (a) as previously discussed, is not. Here, (b) states that:

The BLM may also approve a CAA in instances where the proposed commingling
of production involves production from leases, unit PAs, or CAs that do not meet
the criteria of paragraph (a) of this section. In order to be approved under this
paragraph, a CAA must meet at least one of the following conditions...(iii) under
either (i) or (i1), the BLM may approve a CAA if the Indian mineral owner consents
to the CAA....

91 Fed. Reg. 4053. (emphasis added).

Again, the use of “may” instead of “will” signals that approval under paragraph (b) is
permissive and discretionary, allowing BLM to approve, request more information, or deny CAAs
even when certain conditions are satisfied. Since paragraph (b) applies and operates only when
paragraph (a) does not (“that do not meet the criteria of paragraph (a)”), these CAA types fall
outside of the statutorily mandated approval pathways and allows the BLM to exercise its
discretion on a case-by-case basis.

In fact, several factors outlined in paragraph (b) require some degree of BLM
determination, such as when deciding whether “overriding considerations,” “potential benefits
outweigh potential measurement error,” or when CAA is in the “public interest.” These
determinations inherently require BLM judgment, which confirms that approval under paragraph
(b) is discretionary, rather than automatic.

Paragraph (b) functions as an exception or safety valve and operates as a flexibility
provision that allows BLM to approve commingling in circumstances where the standard objective
criteria in subsection (a) are not met. Because of this deviation from the normal approval
framework, (b) acts as a discretionary exception rather than a mandatory approval pathway, as is
particularly evident in the “overriding considerations” provision, which provides for open-ended
criteria for BLM to weigh competing considerations and to make policy judgments.

When taken together, the draft rule creates two different approval frameworks, as can be
demonstrated as follows:

295U.8.C. §§ 551-559 et seq.
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§ 3173.14(a) — Option One — creates mandatory approval when objective criteria are
satisfied

§ 3173.14(b) — Option Two — allows discretionary approval for exceptional
circumstances when criteria in 3173.14(a) are not met.

In sum, section 3173.14(b) is discretionary because it applies only when the objective
criteria in subsection (a) are not met and expressly allows BLM, via the use of permissive language
and subjective policy determinations, to decide whether commingling should nevertheless be

approved.

J. Comment #11 — Requested Modification to the Draft Rule — Reinstating Definition

of “Economically Marginal Property”

1.

Comment: The Alliance requests including the definition of “Economically
Marginal Property” in the final rules.

Redline: § 3173.1(a) Definitions and acronyms — Economically Marginal
Property

As used in this subpart, the term:

Economically Marginal Property means:

Economically marginal property means a lease, unit PA, or CA that does not generate
sufficient revenue above operating costs, such that a prudent operator would opt to
plug a well or shut-in the lease, unit PA, or CA instead of making the investments
needed to achieve non-commingled measurement of production from that lease, unit
PA, or CA. A lease, unit PA, or CA may be regarded as economically marginal if the
operator demonstrates that the expected revenue (net any associated operating costs)
generated from crude oil or natural gas production volumes on that property is not
sufficient to cover the nominal cost of the capital expenditures required to achieve
measurement of non-commingled production of oil or gas from that property over a
payout period of 18 months. A lease, unit PA, or CA can also be considered
economically marginal if the operator demonstrates that its royalty net present value
(RNPV), or the discounted value of the Federal or Indian royalties collected on
revenue earned from crude oil or natural gas production on the lease, unit PA. or CA,
over the expected life of the equipment that would need to be installed to achieve
non-commingled measurement volumes, is less than the capital cost of purchasing
and installing this equipment. Both the payout period and the RNPV are determined
separately for each lease, unit PA, or CA oil or gas FMP. Additionally, oil FMPs are
evaluated using estimated revenue (net of taxes and operating costs) from crude oil
production only, while gas FMPs are evaluated using estimated revenue (net of taxes
and operating costs) from natural gas production only.
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3. Rationale:

The revision reinstates the definition of “economically marginal property” that is used and
relied upon by BLM in existing rules. The reinstatement of the definition, even if discussed by the
BLM as being “no longer a factor in the BLM’s analysis of a CAA,” allows for the review and use
of objective criteria and tests as an alternative to the introduction of production thresholds
introduced by the BLM in the draft rule under § 3173.14(b)(1).

Reinstating the definition preserves a concept that BLM has historically relied upon in
existing measurement and commingling regulations. Retaining this definition promotes regulatory
continuity and avoids discarding a well-understood analytical framework that operators and BLM
FOs have previously used to evaluate marginal production scenarios.

The proposed rule introduces fixed production thresholds under §3173.14(b)(1) to
determine whether a property qualifies for discretionary commingling approval. By contrast, the
economically marginal property definition relies on objective economic tests, such as payout
period and royalty net present value (RNPV), which more accurately reflect whether installation
of separate measurement infrastructure is economically justified.

As reimplemented, the proposal here prevents the unintended exclusion of low producing
wells from future commingling opportunities. Production thresholds alone may exclude certain
wells that produce above the threshold but are still economically marginal due to operating costs,
infrastructure constraints, or declining production. Retaining the economically marginal property
definition ensures that lower-producing or late-life wells remain eligible for commingling
approvals, potentially preventing premature shut-ins and loss of recoverable federal resources.

Lastly, the retention of the definition promotes efficient resource development and waste
prevention. Allowing economically marginal properties to qualify for commingling approval
reduces the likelihood that operators will plug or shut in wells prematurely simply because the cost
of installing separate measurement equipment exceeds the economic value of the production. This
supports the broader policy goals of maximizing resource recovery and preventing waste.

K. Comment #12 — Requested Modification to the Draft Rule — Improving the
Definition of “Overriding Considerations”

1. Comment: The Alliance proposes expanding the definition of “overriding
considerations” in § 3173.1(a).

2. Redline § 3173.1(a) Definitions and acronyms — Overriding Considerations
As used in this subpart, the term:

Overriding considerations means:

Overrldmg conszderatzons means any condltlon that makes—neﬂ—eemmm-glfed

is in the pubhc interest 1nclud1ng, but not limited to, reduced surface 1mpacts
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potentially reduced emissions or intensity, enabling additional production, or other
such considerations that makes non-commingled measurement physically,
economically, environmentally, or technically impractical.

3. Rationale:

Expanding the definition of “overriding considerations” provides BLM with a clearer and
more flexible framework for approving commingling in situations where strict regulatory criteria
would otherwise prevent economically, technically, or environmentally beneficial development
alternatives. The proposed revision expands the definition of overriding considerations to allow
for broader BLM discretion to approval commingling applications under paragraph (b) when
additional considerations would warrant approval over denial. Adding economic and technical
considerations function as a catch-all provision that BLM may utilize to allow for approval of
special circumstances, specifically for marginal well and other scenarios that may not be reflected
in (a) or (b) of § 3173.14.

The proposed definition explicitly ties overriding considerations to outcomes that
potentially reduce impacts, improve operational efficiency, or increase production, which are the
same objectives the rule itself identifies in the preamble, such as reducing surface disturbance,
improving resource recovery, and minimizing environmental impacts.

Federal and Indian oil and gas development often involves technical constraints,
infrastructure limitations, and unique reservoir characteristics that cannot be fully anticipated. A
broader definition allows BLM to account for site-specific engineering and operational realities
when determining whether commingling should be approved.

Without a flexible “overriding considerations” provision, operators may be forced to shut
in wells or forgo development where compliance with strict measurement requirements would be
physically or economically impractical. Allowing broader considerations helps reduce the
likelihood that otherwise recoverable federal resources are left undeveloped. Since many federal
leases involve mature wells where additional measurement infrastructure may not be economically
justified, including economic and technical considerations enables marginal wells to remain viable
candidates for commingling approvals, helping prevent premature abandonment.

L. Comment #13 — Requested Modification to the Draft Rule — Expanding Objective
Discretionary Pathways under § 3173.14(b) (as revised and proposed by industry as
§ 3173.14(c)) for Commingling Approvals

1. Comment: The Alliance proposes expanding the objective discretionary pathways
for commingling approval under § 3173.14(b).

2. Redline § 3173.14(b) Conditions for Commingling and Allocation Approval
(surface and downhole)

(c) ¢6)-The BLM may also approve a CAA in instances where the proposed commingling
of production involves production from federal, state, tribal, or private leases, unit PAs, or
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CAs, even if the interests within the CAA are disproportionate to one another, including
interests that are subject to varying royalty rates, dissimilar fixed royalty rates, or revenue
distributions that do not meet the criteria of paragraph (a) of this section. In order to be
approved under this paragraph, a CAA must meet atteast-one of the following conditions:

(1) At least one lease or leases (Federal, Fee, State, or Indian), unit PA, or CA, or any
combination thereof, meets the definition of an economically marginal property in this
section;

(2) The average monthly production over the preceding 12 months for each lease, unit
PA, or CA proposed for the CAA on an individual basis is less than 1,000 Mcf of gas
per month, or 100 bbl of oil per month

Under th1s Sect1on (¢), written approval from the BIA for allotted mineral interests and

proper approval documentation for tribal mineral interests is required, if applicable:

(4) The CAA covers the downhole commingling of production from multiple
formations that are covered by separate leases, unit PAs, or CAs, where the BLM has
determined that the proposed commingling from those formations is an acceptable
practice for the purpose of increasing ultimate economic recovery and resource
conservation; ot

(5) There are overriding considerations that indicate the BLM should approve a
commingling application: in the public interest notwithstanding potential negative
royalty impacts from the allocation method, unless Indian leases or mineral interests
are to be included, in which case the CAA cannot be approved; or (ii) if the operator
reasonably demonstrates that approval is necessary to prevent waste or increase
ultimate recovery, but only to the extent that such considerations outweigh the
possibility of incremental error in measurement of the quantity or quality of production,
unless Indian leases or mineral interests are to be included, in which case the CAA
cannot be approved (111) under erther (1) or (n) the BLM may approve a CAA if the

negat#%royalt—yui-mpaet written approval from the BIA for allotted mrneral interests

and proper approval documentation for tribal mineral interests, if applicable, are
provided and describe potential monthly royalty variance(s).

(6)_The applicant demonstrates mitigating technical or economic justifications to use
an allocation method that is not an acceptable methodology but provides for reasonable
allocation, in which case BLM may approve higher percentage volume measurement
uncertainty levels considering the technical and economic justifications.

(7)_The applicant demonstrates mitigating technical or economic justifications, to use
a periodic well testing methodology that does not meet the requirements of an
acceptable methodology, but provides for reasonable allocation of production
considering the economic and technical justifications.
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3. Rationale:

The revised version of §3173.14(b) (now (c)) improves the rule by expanding practical
pathways for discretionary commingling approvals based on objective criteria or mitigating
technical or economic justifications while preserving production accountability. By expanding the
list of qualifying circumstances and available factors in BLM’s discretion, the revision ensures the
rule can accommodate a broader range of operational realities while still maintaining BLM
oversight.

The revision also incorporates objective economic criteria through the “economically
marginal property” standard. The reinstatement of economically marginal property provides an
objective economic framework for determining when commingling should be permitted, rather
than relying solely on production thresholds as proposed by BLM. This allows BLM to evaluate
whether installation of separate measurement infrastructure is economically justified in light of
production revenues and capital costs. Production thresholds alone can exclude wells that
technically exceed the numeric limits but remain economically marginal due to operating costs or
infrastructure constraints. By adding the economically marginal property criterion, the revised
language ensures that such wells remain eligible for commingling approval when separate
measurement would be uneconomic.

The revisions also recognize the practical engineering and economic constraints of field
specific operations. The revised provisions allowing approval where operators demonstrate
technical or economic justification acknowledge that measurement system design and allocation
methodologies are often constrained by facility layout, reservoir characteristics, and infrastructure
limitations. This ensures the rule can be implemented in a manner consistent with real-world
engineering needs.

This proposed version aligns the draft rule with OBBBA’s policy goal of expanding
commingling opportunities. By enacting OBBBA, Congress (among other things) broadened the
circumstances under which commingling may be approved. By providing additional pathways for
discretionary approval under paragraph (b), the revised language ensures the regulation facilitates
commingling approvals rather than unintentionally restricting them.

Federal and Indian Royalty Interests protections are maintained by the revision. Although
the revised language expands approval pathways, it still requires that allocation methods
demonstrate reasonable production accountability and includes safeguards when Indian mineral
interests are involved. This maintains accountability for royalty measurement while allowing
practical flexibility.

Practical flexibility is provided for scenarios where technical measurement limitations are
experienced. The additional provisions allowing BLM to approve allocation methods or well-
testing methodologies that may not fully meet the standard criteria but where justified by technical
or economic constraints, ensure that otherwise viable commingling opportunities are not denied
solely because a particular measurement configuration cannot meet standards that might not
contemplate unique circumstances.
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Lastly, the revised draft rule language improves regulatory predictability for operators and
field offices alike. By explicitly identifying additional circumstances under which BLM may
approve commingling agreements, the revised language provides greater transparency and
predictability for both operators and BLM FOs when evaluating applications.

M. Comment #14 — Requested Modification to the Draft Rule — Establishing Clear
Timelines for CAA Review and Approval

1. Comment: The Alliance proposes establishing clear timelines for CAA review and
approval under § 3173.14(c).

2. Redline § 3173.14(c) (as revised and proposed by industry as § 3173.14(d))
Conditions for Commingling and Allocation Approval (surface and downhole)

(d) ¢¢) The BLM shall issue a notice to the applicant if the application is
incomplete within 30 days, noting deficiencies. If the applicant meets the
requirements for a CAA in this subpart (b) (now (c)) of this section, the BLM
wilHssue shall approv the CAA w1th1n 60 days of submission of a complete
CAA, unle } al 30 e : : e
en%&e&men%al—&&al—yﬁs A complete CAA 1nc1udes all apphcable
requirements from—«a)-and (b) (now (c)) of this section, as applicable and §
3173.15.

3. Rationale:

The revised language establishes clear timelines for both BLM review, thereby providing
operators with predictable expectations regarding when they will be notified of deficiencies and
when a decision on a complete CAA will be issued. This predictability is essential for operators
when planning development schedules, facility construction, and capital investments.

Allowing BLM to identify deficiencies within a defined timeframe encourages early
communication between the agency and the applicant, allowing issues to be resolved promptly
rather than prolonging the review process. This structured process can reduce repeated submissions
and unnecessary back-and-forth between operators and FOs.

Without clear deadlines for agency communication, operators may face extended periods
of uncertainty regarding the status of their applications. Providing defined review periods reduces
the risk that CAAs will remain pending indefinitely, allowing operators to make development
decisions with greater confidence.

OBBBA directs the BLM to approve commingling applications where the statutory criteria
are met. Establishing defined timelines for review and communication helps ensure the regulatory
process functions efficiently and does not inadvertently delay approvals through indefinite
administrative review.
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N. Comment#15 — Requested Modification to the Draft Rule — Streamlining CAAs and
Reducing Redundant Operator Submissions

1. Comment: The Alliance proposes reducing CAA documentation and redundant
operator submissions under § 3173.15.

2. Redline: § 3173.15 Applying for a commingling and allocation approval.

(c) € A list of all Federal, Indian, State, or private leases, unit PAs, or CAs aumbers in the
proposed CAA, specifying the type of production (i.e., oil, gas, or both) for which
commingling is requested;

(d) e} A topographic map or maps of appropriate scale showing the following:

(1) The boundaries of all the leases, units, unit PAs, or communitized areas whose
production is proposed to be commingled; and

(2) To the extent known or anticipated, the location of existing or planned facilities
and the relative location of all wellheads (including the API number) and piping
included in the CAA, and existing FMPs or FMPs proposed to be installed;

(j) €9 Documentation demonstrating that the production from each of the leases, unit PAs,
or CAs is compatible with each other by providing the following:

(1) The most recent gas analysis performed, including BTU content (if the CAA
request includes gas), and the most recent oil gravity data (if the CAA request
includes oil) from each of the leases, units, unit PAs, or CAs proposed for inclusion
in the CAA.

(2) In lieu of the requirements in paragraph (1), the operator or operators may
instead:

i. Submit a CAA for BLM consideration using analogous BTU content
and/or oil gravity data from nearby wells for instances where BTU content
and/or oil gravity are not explicitly known for the given leases, unit PAs or
CAs, or;
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11. if no data exists at the time of application for either the leases, unit PAs
or CAs covered by the application or nearby wells, the operator will submit
gas analysis data with the completion reports for either the leases, unit PAs
or CAs covered by the application.

any FMP(s) in a CAA are operated in compliance with oil FMP standards in § 3174 or

natural gas FMP standards in § 3175.

3. Rationale:

The proposed redlines improve §3173.15 by streamlining application requirements,
reducing redundant documentation, recognizing practical data limitations, and preserving
production accountability while aligning the rule with the broader goal of facilitating efficient
commingling approvals.

Industry’s redlines streamline CAA requirements to focus on material information. By
removing and consolidating duplicative requirements, the core technical and operational
information necessary for BLM to evaluate a CAA remain preserved. Focusing the CAAs on key
engineering, measurement, and compatibility information ensures the submission process remains
efficient and proportionate to the regulatory purpose of commingling approvals.

This revision also reduces redundant submission and decreases BLM processing burdens.
The revised provisions clarify that certain documentation, such as off-lease measurement
information or surface access documentation, does not need to be submitted multiple times through
separate filings. This eliminates unnecessary duplicative paperwork and reduces both operator
compliance burdens and BLM administrative workload.

BLM'’s oversight in CAAs is preserved while allowing operator certifications under the
proposed revisions. Revised access documentation allows operators to provide self-certification
that access rights have been secured, rather than requiring additional formal documentation in
every instance. This approach preserves BLM’s ability to verify compliance while reducing
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unnecessary administrative documentation requirements that provide little additional regulatory
value.

Measurement accountability is upheld. The language proffered maintains that all FMPs
operate in compliance with oil and gas FMP standards under § 3174 and § 3175. This ensures
continued measurement accountability. At the same time, the revisions avoid unnecessary
procedural requirements that do not materially improve measurement accuracy.

O. Comment #16 — Requested Modification to the Draft Rule — Maintaining Safe
Harbor and Grandfather Protections for CAAs

1. Comment: The Alliance proposes adding certainty and safe harbor protections for
existing CAAs and for minor CAA amendments under § 3173.16.

2. Redline: § 3173.16 Applying for a commingling and allocation approval.

All existing CAAs and previously approved associated off-lease measurement in effect on
[EFFECTIVE DATE OF FINAL RULE] will remain in effect;. If unless the operator adds
or removes wells or modifies thefactitylayoutin-which-ease existing leases, unit PAs, or
CAs in an approved CAA, a Sundry Notice Form 31605 notice will be required.
Otherwisemodifieations—to Additions to the contributing leases, unit PAs, or CAs, or
modifications to the allocation methodology used within the an approved CAA will require
the operator to reapply for commlnghng approval pr10r to 1mplement1ng the proposed
changes in accordance with the e } 0 nplementing th
changes the regulations in effect at the tlme of reappllcatlon

3. Rationale:

The revised version of §3173.16 improves the rule by distinguishing routine operational
changes from substantive commingling modifications, reducing unnecessary reapplications, and
ensuring that existing CAAs can adapt to evolving field operations while maintaining appropriate
BLM oversight.

The proposals provide for a clear distinction between minor operational changes and
structural modifications. The revised language distinguishes between routine operational changes,
such as adding infill wells, plugging wells, or modifying facility layouts, from more substantive
changes that may affect the underlying allocation framework. This distinction ensures that minor
operational adjustments can be addressed through simple sundry notice procedures rather than
requiring a full CAA reapplication process.

Where the BLM’s draft rule would require operators to reapply for CAA in most situations
where the underlying allocation methodology and production stream remain unchanged, the
revised rule language appropriately limits CAA reapplication requirements to situations where
changes materially affect the commingling allocation structure. This reduces operator and BLM
review workload and administrative burdens.
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BLM maintains full oversight over CAAs while operational flexibility is also provided.
The revised framework preserves BLM’s ability to review changes through the sundry notice
process while allowing routine modifications to proceed efficiently. This maintains appropriate
regulatory oversight without forcing operators into a full regulatory restart for changes that do not
materially affect allocation or measurement integrity. In addition, this efficient process also avoids
increased administrative and workload burdens on BLM FO staff to review and approve minor
changes.

Importantly, this rule version, as proposed by industry, prevents the disruption of existing
CAAs. The revised language protects the continuity of existing CAAs by ensuring that routine
operational updates do not inadvertently invalidate approved CAAs, whether approved before or
after the final rule becomes effective. This helps prevent regulatory uncertainty and ensures that
existing CAAs remain a source of reliability for operators as operations evolve over time.

Lastly, the revised version aligns the rule with OBBBA’s directive to facilitate, not burden,
CAAs. Requiring operators to reapply for approval each time routine operational changes occur,
such as when adding infill wells, plugging wells, or PA revisions, would impose unnecessary
procedural hurdles that would be inconsistent with the statute’s directive to broaden and facilitate
diverse commingling approvals. The purpose of modernizing the commingling rule is to encourage
broader adoption of commingling where it improves operational efficiency and reduces surface
impacts. If operators were required to repeatedly reapply for approvals due to routine operational
updates, the resulting regulatory uncertainty and administrative burden could discourage operators
from maintaining or expanding commingled production systems. The revised language preserves
the practical utility of commingling approvals while maintaining appropriate oversight through the
Sundry Notice process.

P. General Comment — Industry’s Redlines Provide a Practical Framework for
Commingling

Taken together, the proposed revisions to § 3173.14, 3173.15, and 3173.16 establish a
coherent and practical framework for the approval and administration of commingling proposals
consistent with the statutory directive in OBBBA. Section 3173.14 clarifies the conditions under
which commingling approvals must or may be granted. Section 3173.15 streamlines the
information required for operators to apply for those approvals. Section 3173.16 ensures that
existing approvals can adapt to routine operational changes without triggering unnecessary
reapplication requirements.

Without these revisions, the rule risks creating both practical and procedural barriers,
introduce extensive regulatory ambiguity, and increases administrative burdens. All these impacts
are inconsistent with Congress’s direction and intent to broaden and facilitate commingling
approvals. By clarifying approval standards, streamlining application requirements, and allowing
routine operational updates through notice rather than reapplication, the revised language ensures
the final rule promotes efficient development of federal, state, and Indian oil and gas resources
while maintaining appropriate production measurement accountability.
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IV. Remaining Issues and Concerns with the Proposed Draft Rules

A. Comment #17 — “Volume Measurement Uncertainty” Remains Undefined and a
Source of Confusion for Industry. BLM Should Work with Industry to Define it.

The BLM fails to also provide a definition or tangible concept for volume measurement
uncertainty as it relates to the use of an acceptable methodology. In its definition of acceptable
methodology the BLM states “[A]cceptable methodology means...(2) a description of how the
applicant will use an allocation method that achieves volume measurement uncertainty levels
within 2 percent or up to 5 percent if there are appropriate technical and economic
justifications....”

A central problem with the proposed rule as it relates to allocation method volume
measurement uncertainty is that BLM introduces volume measurement uncertainty as a controlling
concept without defining what that term means in practice. Although the rule proposes new
definitions for some core concepts, it does not provide any tangible definition of “volume
measurement uncertainty” or explain how that concept is supposed to operate when an operator
uses an acceptable allocation methodology. Instead, BLM states in the definition of “acceptable
methodology” that an applicant must describe how it will use an allocation method that achieves
volume measurement uncertainty levels within 2 percent, or up to 5 percent with appropriate
technical and economic justification.

Recommendation: The rule does not indicate how that uncertainty is calculated, so we
recommend that BLM work with industry to develop parameters that can be used by operators to
obtain commingling approvals.

B. Comment #18 — The Draft Regulations Remove Objective Economically Marginal
Standards. The Final Regulations Should Reinstate Them.

1. Comment:

The BLM proposed removal of the “economically marginal property” concept. This
effectively eliminates a long established objective economic test that historically allowed BLM
and operators to evaluate whether installation of separate measurement infrastructure is
economically justified. Replacing this objective framework with the proposed production
thresholds shifts the rule toward a discretionary and potentially arbitrary approval system,
undermining predictability for operators.

Production thresholds alone do not accurately capture whether a property is economically
marginal, as wells may exceed the numeric threshold yet still be uneconomic to measure separately
due to operating costs, infrastructure limitations, or declining reservoir performance. The
elimination of the economic marginality test therefore risks excluding lower-producing wells or

3991 Fed. Reg. 4052.
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properties from commingling eligibility and may lead to premature shut-ins or abandonment of
wells that could otherwise continue producing federal resources efficiently.

2. Requested Actions — Reinstate Economically Marginal Property Standard

Reinstating the objective economically marginal property standard would restore a
transparent and technically grounded framework for evaluating commingling eligibility while
maintaining the flexibility Congress intended when coupled with the final rule revisions. The rule
should reincorporate pre-existing standards that already govern such determinations, ensuring that
the analysis is tied to objective criteria rather than discretionary decision making. Doing so would
better align the final rule with the policy objectives articulated in the preamble, specifically,
promoting additional production through the combination of producing and marginal wells while
preventing waste of federal minerals.

Restoring this objective economic test would also preserve the practical flexibility that has
historically enabled operators and BLM FOs to approve commingling arrangements that maximize
recovery, reduce unnecessary infrastructure, and ensure continued development of marginal
federal oil and gas resources. Not removing the economically marginal property test allows
marginal wells to continue producing economically through commingling rather than being shut
in, thereby extending the life of federal wells, increasing total resource recovery, and generating
additional royalty revenue for taxpayers.

C. Comment#19-BLM’s Proposed Grandfathering Clause Under § 3173.16 Is Overly
Restrictive and Risks Invalidating Existing Commingling Approvals Through
Routine Operational Changes

1. Comment:

The current grandfather provision provided in § 3173.16 is overly narrow and creates
unnecessary regulatory risk for operators with existing commingling and allocation approvals.
While the provision states that existing CAAs will remain in effect, it also requires operators to
reapply for commingling approval whenever modifications occur beyond adding or removing
wells or modifying facility layouts.

In practice, this could require reapplication for routine operational changes, such as
participating area expansions, which are common in federal unit operations as reservoirs are
developed and better understood over time. Because PA revisions occur frequently, the current
language risks effectively nullifying previously approved CAAs and forcing operators to
repeatedly restart the approval process under the new rule, creating operational and planning
uncertainty, and unnecessary administrative burden.

2. Requested Actions — Provide Clarification and Guidance on Material and/or
Major Changes to Existing CAAs

The Alliance’s recommended revisions provide a more practical and viable framework by
distinguishing between routine operational updates and substantive changes that truly affect the
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commingling allocation calculations. Under the preferred language, routine modifications, such as
PA revisions involving leases subject to the same or similar allocation criteria, may proceed
through a sundry notice rather than requiring a full CAA reapplication. This approach preserves
the validity of previously approved CAAs while still allowing BLM oversight of meaningful
changes. By allowing amendments through sundry notice where appropriate, the industry proposal
maintains regulatory continuity, avoids unnecessary reapproval processes, and ensures that
existing commingling agreements, especially in federal units, can adapt to evolving field
development without undermining or risking prior commingling approvals.

D. Comment #20 — The Grandfather Provision Should Incorporate a Safe Harbor
Provision for Previously Approved Commingling Methodologies

Incorporating a safe harbor provision for approved commingling methodologies in the final
rule would provide operators with the regulatory certainty necessary to make long-term operational
and capital investment decisions. Under such a provision, operators who implement one of the
acceptable methodologies recognized under the rule, when finalized, and operate in accordance
with an approved CAA would be afforded protection from subsequent enforcement actions, audit
challenges, or retrospective reassessment of the methodology. Because commingling systems, as
part of overall facilities, often involve substantial upfront capital investment and infrastructure
planning, operators must be able to rely on the regulatory approvals granted by BLM at the time
those systems are designed and implemented.

A safe harbor concept is particularly important given the potential for differing
interpretations between federal agencies responsible for measurement and royalty oversight,
including BLM and ONRR, and interpretations or policy positions that may evolve over time.
Providing safe harbor protection for methodologies approved and implemented in good faith
would provide durable approvals, ensure regulatory consistency, reduce interagency
inconsistency, and encourage broader adoption of commingling systems that support efficient
resource development.

V. Benefits of the Rules if Industry’s Feedback and Input is Fully Considered and
Implemented

A. Comment #21 — Industry Analysis Demonstrates Broadened Commingling Offers
Materially Greater Economic Benefits Than Estimated by BLM While Enhancing
Production and Public Returns

BLM estimates that the proposed rule will result in a net economic benefit of $2.5 billion
per year.’! If BLM implements the proposed rule as drafted, then this figure is a gross
overestimation. If, however, feedback from industry is implemented, we estimate that figure will
vastly increase.

Industry has provided a cost analysis as Attachment B (adopted here in full). The analysis
demonstrates that commingling has the potential to deliver substantial and quantifiable economic

31 BLM, Commingling Oil & Gas Production — Economic Analysis, 16 (Aug. 2025).
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benefits by enabling facility consolidation and reducing both capital and operating costs across
federal and tribal oil and gas developments. By replacing multiple standalone production facilities
with shared infrastructure, operators can achieve upfront capital savings ranging from
approximately $1.5 million to $8.5 million per development (subject to operator practices and
facility needs), with additional reductions in reclamation and bonding obligations.

Efficiencies are projected to continue over the life of the project, with recurring annual
savings of roughly $200K - $850K per year per facility for O&M costs, and $200K - $750K per
year per facility for trucking, traffic, and compliance costs, all driven by reduced maintenance,
fewer site visits, and lower transportation and compliance costs. Total annualized savings as a
result of diverse commingling on a per facility basis are estimated to be roughly $400K - $1.6M
per year. Collectively, these savings improve project economics, and reduced infrastructure needs
could accelerate development timelines, and expand the range of economically viable wells,
thereby supporting increased production, reduced surface use, and enhanced royalty generation
from federal resources.

B. Comment #22 — Increased Commingling Approvals Provide Anticipated Public and
Taxpayers Benefits

American taxpayers are expected to benefit from operators’ ability to commingle
production from diverse mineral interests by way of improved federal oil and gas development.
The rules, once revised with industry input, accomplish this without sacrificing appropriate royalty
accounting. Federal agencies and legislators alike, recognize that oil and gas production from
federal leases is a significant source of revenue for the federal government, making efficient
development and accurate production allocation and accounting critical to that mission.*

When diverse commingling is allowed, operators can reduce the need for duplicative
infrastructure because production can be measured downstream rather than at each individual well,
which agencies such as the BLM and GAO have noted reduces costs, simplifies operations, and
limits the need for additional equipment at each well.

When operators can avoid duplicative infrastructure, such as multiple meters, tanks, or
separators, and instead rely on shared facilities, the total capital required to bring a project online
is lower. With less capital deployed, the “payout” period (i.e., the time it takes for revenues to
exceed costs) is shortened, meaning wells may reach sustained, economically viable production
sooner.

Once projects reach this stage, operators are more likely to continue producing rather than
shutting in wells if non-commingled measurement is not required, which in turn increases the
volume and duration of production from those wells subject to federal royalties. In addition, faster
cost recovery improves project economics across a broader range of wells and development areas,

32U.S. GAO, Oil and Gas Resources — Interior’s Production Verification Efforts and Royalty Data Have Improved,
but further Actions Needed, Rpt. To. Cong (April 2015).
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enabling development and production that might not otherwise occur with potentially longer
lifespans.

C. Comment #23 — Improved Commingling Approvals Helps Prevent Waste and
Promotes Efficient Operating Conditions for Operators of All Sizes

Streamlined diverse commingling approvals helps prevent waste by allowing operators to
economically produce oil and gas resources that might otherwise remain undeveloped or be
prematurely abandoned. By reducing the need for duplicative infrastructure and enabling shared
measurement and processing facilities, commingling lowers the economic threshold required to
develop and maintain federal leases, particularly marginal properties and those with complex
ownership. This facilitates recovery of producible oil and gas minerals that might otherwise be
than left stranded, advancing the federal goal of preventing waste and maximizing recovery of
public resources.

At the same time, improved federal commingling programs reduce capital requirements
and operating costs for smaller operators. Allowing commingling enables these operators to
participate in development using cost-effective shared systems. This improves cash flow timing
and reduces financial risk because operational viability is driven by resource potential and sound
engineering rather than access to capital alone.

Providing a more viable operating environment for smaller operators benefits the public by
increasing competition and enabling development of leases, particularly marginal or complex
tracts, that might otherwise remain undeveloped. This broader participation enables increased
production and, in turn, higher royalty revenues (or lease bids) for federal and state governments
and greater returns to taxpayers.>> Smaller operators may also keep marginal wells producing
longer, helping prevent waste and extend the life of public resources. Together, these effects
promote more efficient, inclusive, and continued development of federal minerals while supporting
local economies and responsible resource stewardship.

From a regulatory perspective, commingling also supports equitable outcomes by
providing flexible compliance pathways that can be applied consistently across operators of
varying size and scale. By allowing multiple methodologies for measurement or allocation, the
framework as proposed by industry accommodates a broader range of operational scenarios and
promotes federal resource development without sacrificing accountability. In doing so, diverse

33 For example, New Mexico maintains substantial permanent funds capitalized by taxes and royalties on oil and gas
production. Permanent funds are endowments that invest in financial assets and make pay-outs of investment earnings
without drawing down the principal deposits. As such, the fund balances will grow over time even without continued
inflows. As long as distributions out of the funds remain less than inflows and capital gains, the funds will continue
to grow over time. See Perry, Andrew, How New Mexico Will Pay for Universal Childcare, Fiscal Policy Institute
(Oct. 29, 2025); (last accessed: 3/31/26) https://fiscalpolicy.org/how-new-mexico-will-pay-for-universal-childcare.
see also State of NM Investment Council, FY 2026 Annual Investment Plan (Aug. 2025) noting (“NM’s larges funds
(LGPF, STPF, and ECECF) primarily receive inflows from tax and royalty collections on oil and natural gas
production in the state. New Mexico’s production nearly doubled between 2020 and 2024. Oil prices, which averaged
about $46/bbl from 2015-2020, rose to an average of about $78/bbl between 2021-2024. Together these two factors
created a powerful combination for generating royalties and severance taxes.”)
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commingling helps prevent waste and allow both large and small operators to contribute to
efficient production and the generation of royalty revenues for the public.

D. Comment #24 — Expanded Commingling Can Reduce Environmental, Surface
Disturbance, and Operational Needs While Advancing Responsible Resource
Development

Expanded commingling approvals have the potential to produce meaningful benefits in the
public interest by allowing operators to consolidate production from multiple leases or reservoirs
into shared infrastructure, rather than constructing duplicative facilities for each source. As
recognized by the Department of the Interior and BLM, commingling enables production to occur
from a single well pad or centralized facility, which directly reduces surface disturbance across
federal lands. Fewer well pads, tanks, separators, and associated equipment translate into a smaller
physical footprint, less natural feature disruption, and reduced land use intensity, all of which are
outcomes that align with federal objectives to balance energy development with responsible land
stewardship.

These benefits extend beyond initial construction and continue throughout the life of a
project. Facility consolidation reduces the need for ongoing site visits, maintenance activities, and
transportation between dispersed locations. As demonstrated in industry’s cost analysis,
commingling is expected to yield reductions in wellsite traffic, road use, and associated
maintenance, which in turn lowers dust, vehicle emissions, and overall operational needs in
surrounding environments related to these activities. By centralizing operations, commingling also
reduces the volume of equipment that must be inspected, repaired, or replaced over time, further
minimizing the amount operational and resource needs.

Importantly, these potential benefits are achieved without compromising production or
resource recovery. Instead, commingling allows operators to develop federal minerals more
efficiently while using fewer resources and less surface infrastructure. The result is a more
streamlined development model that supports sustained energy output and advances the broader
policy goal of responsible resource development on public lands.

V1. Conclusion

In closing, the final rule should implement OBBBA the way Congress intended it: by
favoring practical, defensible, and clear commingling standards over separate measurement that is
costly, unclear, and often unnecessary in field conditions. A rule that reduces administrative
burden, preserves methodological optionality, and increases regulatory certainty will better enable
development of federal, tribal, state, and private minerals within shared systems while maintaining
appropriate measurement accountability. That approach will help keep diverse interests producing,
prevent waste, reduce surface impacts, and allow operators of all sizes to invest with confidence.
Most importantly, a workable final rule can provide taxpayer value by promoting production,
extending the life of producing assets, and increasing the royalty-generating development of public
resources.
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The Alliance thanks you for your consideration of these comments. If you have any
questions, please do not hesitate to contact us.

Melissa Simpson
President
Western Energy Alliance

Missi Currier
President
New Mexico Oil & Gas Association
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Sonny Capece
Executive Director
Montana Petroleum Association
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Chelsie Miera
Executive Director

West Slope Colorado Oil & Gas Association
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President
North Dakota Petroleum Council
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Rikki Hrenko-Browfil
President
Utah Petroleum Association
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VP of Regulatory Affairs
Colorado Oil & Gas Association

Attachment B — Cost Saving Analysis of Proposed Commingling Provisions of OBBBA



Attachment A

§ 3173.1 Definitions and acronyms.
(a) Asused in this subpart, the term:

Acceptable methodology means, consistent with 30 U.S.C. 226(q), any of the following
individually or in combmatlon (1) use of an allocatlon measurement device for each commlngled
source, or (2) : n-ofh h 0

%eehmeaﬂl—aﬁd—eeeﬂemﬁisﬁﬁeaﬁeﬂs use of an allocatlon method that achleves Volume

measurement uncertainty levels within plus or minus 2 percent during the production phase
reported on a monthly basis, or (3) use of an approved periodic well testing methodology.

Appropriate valves means those valves that must be sealed during the production or sales
phase (e.g., fill lines, equalizer, overflow lines, sales lines, circulating lines, or drain lines).

Approved periodic well testing methodology means either of the following: (1) a methodology
that has been approved by a State Conservation Commission or similar body for use of periodic
well testing in the State where the commingling occurs; or (2) a generally accepted industry
standard periodic well testing methodology, for example but without limitation, a method set forth
in API Manual of Petroleum Measurement Standards Section 20.5 (as amended) utilizing monthly
well tests of at least twelve hours in cumulative duration for each well.

Authorized representative (AR) has the same meaning as defined in 43 CFR 3160.0-5.
Business day means any day Monday through Friday, excluding Federal holidays.

Commingling and allocation approval (CAA) means a formal allocation agreement to
combine production from two or more sources (leases, unit PAs, CAs, or non-Federal or non-
Indian properties) before that product reaches an FMP.

Economically marginal property means a lease, unit PA, or CA that does not generate
sufficient revenue above operating costs, such that a prudent operator would opt to plug a well or
shut-in the lease, unit PA, or CA instead of making the investments needed to achieve non-
commingled measurement of production from that lease, unit PA, or CA. A lease, unit PA, or CA
may be regarded as economically marginal if the operator demonstrates that the expected revenue
(net any associated operating costs) generated from crude oil or natural gas production volumes




on that property is not sufficient to cover the nominal cost of the capital expenditures required to
achieve measurement of non-commingled production of oil or gas from that property over a payout
period of 18 months. A lease, unit PA, or CA can also be considered economically marginal if the
operator demonstrates that its royalty net present value (RNPV), or the discounted value of the
Federal or Indian royalties collected on revenue earned from crude oil or natural gas production
on the lease, unit PA, or CA, over the expected life of the equipment that would need to be installed
to achieve non-commingled measurement volumes, is less than the capital cost of purchasing and
installing this equipment. Both the payout period and the RNPV are determined separately for each
lease, unit PA, or CA oil or gas FMP. Additionally, oil FMPs are evaluated using estimated revenue
(net of taxes and operating costs) from crude oil production only, while gas FMPs are evaluated
using estimated revenue (net of taxes and operating costs) from natural gas production only.

Effectively sealed means the placement of a seal in such a manner that the sealed component
cannot be accessed, moved, or altered without breaking the seal.

Free water means the measured volume of water that is present in a container and that is not
in suspension in the contained liquid at observed temperature.

Land description means a location surveyed in accordance with the U.S. Department of the
Interior’s Manual of Surveying Instructions (2009), that includes the quarter-quarter section,
section, township, range, and principal meridian, or other authorized survey designation acceptable
to the AO, such as metes-and-bounds, or latitude and longitude.

Maximum ultimate economic recovery has the same meaning as defined in 43 CFR 3160.0-5.

Mishandling means failing to measure or account for removal of production from a facility.

Overriding considerations means any condition that makesnon-commingled-measurement
physically—impractical-or-that resultsinunneecessary-or-undue—impaets is in the public interest

including, but not limited to, reduced surface impacts, potentially reduced emissions or intensity,
enabling additional production, or other such considerations that makes non-commingled
measurement physically, economically, environmentally, or technically impractical.

Permanent measurement facility means all equipment constructed or installed and used on-
site for 6 months or longer, for the purpose of determining the quantity, quality, or storage of
production, and which meets the definition of FMP under § 3170.3.

Piping means a tubular system (e.g., metallic, plastic, fiberglass, or rubber) used to move
fluids (liquids and gases).

Production phase means that event during which oil is delivered directly to or through
production equipment to the storage facilities and includes all operations at the facility other than
those defined by the sales phase.

Sales phase means that event during which oil is removed from storage facilities for sale at an
FMP.



Seal means a uniquely numbered device that completely secures either a valve or those
components of a measuring system that affect the quality or quantity of the oil being measured.

(b) As used in this subpart, the following additional acronyms apply:
BIA means the Bureau of Indian Affairs.

BMP means Best Management Practice.

CA means Communitization Agreement.

PA means Participating Area.

AO means Authorized Officer.
M 3. Revise § 3173.14 to read as follows:

§ 3173.14 Conditions for commingling and allocation approval (surface and downhole).

(a) When ownership and royalty rates are identical for all sources in a CAA, then BLM shall
approve the application.

(b) ' i
a—%&—fe%%e&ses—m&ﬁ—%—e&%—%@h&feﬂe&qﬁg—eme%af%met The BLM shall grant a
CAA within 60 days of submission of the CAA, for all leases, unit PAs, or CAs including in
instances where the proposed commingling of production involves production from federal, state,
tribal, or private leases, unit PAs, or CAs, even if the interests at issue are disproportionate to one
another, including interests that are subject to varying royalty rates, dissimilar fixed royalty rates,
or revenue distributions if the following criteria are met:

(1) The operator or operators provides an acceptable methodology to the BLM for the
allocation of production among the properties from which production is to be commingled

éme}udmg—a—meﬂaed—fer—&ﬂeea%mg—pfedﬂeed—wa%eﬂ as prov1ded in 30 U.S.C. 226(q).-with—an

(2) The FMP(s) for the proposed CAA measure production originating only from the
leases, unit PAs, or CAs in the CAA; and

(3) Ifproduction from an Indian lease is to be included in the CAA, the Bureau of Indian
Affairs, or Tribal approval, where necessary, approves of the inclusion of that production in the
proposed CAA; and

fﬁthe—feﬂeaﬂﬂg—eeﬂd-meﬂs—&re—met The BLM receives a complete CAA from the apphcant

pursuant to 43 CFR 3173.15 that includes a statement by the applicant confirming that the applicant




will comply with state legal requirements, if any, for the proposed commingling if private or state
interests are included in the CAA.

(¢c) b)The BLM may also approve a CAA in instances where the proposed commingling of
production involves production from federal, state, tribal, or private leases, unit PAs, or CAs, even
if the interests within the CAA are disproportionate to one another, including interests that are

subject to varying royalty rates, dissimilar fixed royalty rates, or revenue distributions that do not
meet the criteria of paragraph (a) of this section. In order to be approved under this paragraph, a
CAA must meet atteast-one of the following conditions:

(1) At least one lease or leases (Federal, Fee, State, or Indian), unit PA, or CA, or any
combination thereof, meets the definition of an economically marginal property in this section:

(2) The average monthly production over the preceding 12 months for each lease, unit
PA, or CA proposed for the CAA on an individual basis is less than 1,000 Mcf of gas per month,
or 100 bbl of oil per month;

bal-law-or-otherwise-approved-by-atribe-or-the-ale of the-allottedtease-Under this Section
(c), written approval from the BIA for allotted mineral interests and proper approval
documentation for tribal mineral interests is required, if applicable;

(4) The CAA covers the downhole commingling of production from multiple formations
that are covered by separate leases, unit PAs, or CAs, where the BLM has determined that the



proposed commingling from those formations is an acceptable practice for the purpose of
increasing ultimate economic recovery and resource conservation; e

(5) There are overriding considerations that indicate the BLM should approve a
commingling application: in the public interest notwithstanding potential negative royalty impacts
from the allocation method, unless Indian leases or mineral interests are to be included, in which
case the CAA cannot be approved; or (ii) if the operator reasonably demonstrates that approval is
necessary to prevent waste or increase ultimate recovery, but only to the extent that such
considerations outweigh the possibility of incremental error in measurement of the quantity or
quality of production, unless Indian leases or mineral interests are to be included, in which case
the CAA cannot be approved (111) under elther (1) or (11) the BLM may approve a CAA if %he

foyalt—y;i-mpaet written approval from the BIA for allotted mmeral mterests and proper approval

documentation for tribal mineral interests, if applicable, are provided and describe potential
monthly rovyalty variance(s).

(6) The applicant demonstrates mitigating technical or economic justifications to use an
allocation method that is not an acceptable methodology but provides for reasonable allocation, in
which case BLM may approve higher percentage volume measurement uncertainty levels
considering the technical and economic justifications.

(7) The applicant demonstrates mitigating technical or economic justifications, to use a
periodic well testing methodology that does not meet the requirements of an acceptable
methodology, but provides for reasonable measurement allocation of production considering the
economic and technical justifications.

(d) The BLM shall issue a notice to the applicant if the application is incomplete within 30
days, noting deficiencies. If the applicant meets the requirements for a CAA in this subpart (b) of
this section, the BLM ’W‘l-H—I-SS’&e hall approv e the CAA within 60 days of submlssmn ofa complete
CAA, uvn : :

A complete CAA mcludes all apphcable requlrements from{a)—&ﬁd (b) of thls sectlon as apphcabl
and § 3173.15.

M 4. Revise § 3173.15 to read as follows:

§ 3173.15 Applying for a commingling and allocation approval.

To apply for a CAA, the operator(s) must submit the following, if applicable, to the BLM
office having jurisdiction over the leases, unit PAs, or CAs from which production is proposed to
be commingled:

(a) A completed Sundry Notice for approval of commingling and allocation (if off-lease
measurement is a feature of the commingling and allocation proposal, then a separate Sundry
Notice under 3173.23 is not necessary as long as the information required under 3173.23(b)
through (e) and, where applicable, 3173.23(f) through (i) is included as part of the request for
approval of commingling and allocation);



(b) A completed Sundry Notice for approval of off-lease measurement under 3173.23, if any
of the proposed FMPs are outside the boundaries of any of the leases, units, or CAs from which
production would be commingled (which may be included in the same Sundry Notice as the
request for approval of commingling and allocation), except as provided in paragraph (a) of this
section;

(d) (c) A list of all Federal, Indian, State, or private leases, unit PAs, or CAs numbers in the
proposed CAA, specifying the type of production (i.e., oil, gas, or both) for which commingling is
requested;

(e) (d) A topographic map or maps of appropriate scale showing the following:

(1) The boundaries of all the leases, units, unit PAs, or communitized areas whose
production is proposed to be commingled; and

(2) To the extent known or anticipated, the location of existing or planned facilities and
the relative location of all wellheads (including the API number) and piping included in the CAA,
and existing FMPs or FMPs proposed to be installed;

(f) A surface use plan of operations (which may be included in the same Sundry Notice as
the request for approval of commingling and allocation) if new surface disturbance is proposed for
the FMP and its associated facilities are located within the boundaries of the Federal or Indian
lease, units, or CA from which production would be commingled;

(g) A right-of-way grant application (Standard Form 299), filed under 43 CFR part 2880, if
the proposed FMP is on a pipeline, or under 43 CFR part 2800, if the proposed FMP is a meter or
storage tank. This requirement applies only when new surface disturbance is proposed for the
FMP, and its associated facilities are located on BLM-managed land outside any of the leases,
units, or communitized areas whose production would be commingled;

(h) Written approval from the appropriate surface-management agency, if new surface
disturbance is proposed for the FMP and its associated facilities are located on Federal land
managed by an agency other than the BLM;

(1) A right-of-way grant application for the proposed FMP, filed under 25 CFR part 169,
with the appropriate BIA office, if any of the proposed surface facilities are on Indian land outside
the lease, unit, or communitized area from which the production would be commingled;




(k) (1) Documentation demonstrating that the production from each of the leases, unit PAs,
or CAs is compatible with each other by providing the following:

(1) The most recent gas analysis performed, including BTU content (if the CAA request
includes gas), and the most recent oil gravity data (if the CAA request includes oil) from each of
the leases, units, unit PAs, or CAs proposed for inclusion in the CAA.

(2) In lieu of the requirements in paragraph (1), the operator or operators may instead:

i. submit a CAA for BLM consideration using analogous BTU content and/or oil
gravity data from nearby wells for instances where BTU content and/or oil gravity are not
explicitly known for the given leases, unit PAs or CAs, or;

1i. if no data exists at the time of application for either the leases, unit PAs or CAs
covered by the application or nearby wells, the operator will submit gas analysis data with the
completion reports for either the leases, unit PAs or CAs covered by the application.

CAA are operated n comphance with 011 FMP standards in S 3 174 or natural gas FMP standards
in § 3175.

M 5. Revise § 3173.16 to read as follows:

§ 3173.16 Existing commingling and allocation approvals.

All existing CAAs and previously approved associated off-lease measurement in effect on
[EFFECTIVE DATE OF FINAL RULE] will remain in effect;. If unless the operator adds or
removes wells or modifies thefaethtylayout—in-which-ease existing leases, unit PAs, or CAs in
an previeusty approved CAA, a Sundry Notice Form 3160-5 notice will be required. Otherwise;
medifieationste Additions to the contributing leases, unit PAs, or CAs, or modifications to the
allocation methodology used within the an approved CAA will require the operator to reapply for
commmghng approval prior to 1mplement1ng the proposed changes in accordance with the existing

mplem re—th 2 hanges the regulations in effect at the time of

reapphcatlon.



Attachment B

Cost Savings from Implementation of the Commingling Legislative Provision
from the One Big Beautiful Bill Enacted July 4, 2025

Below is a quantitative, defensible range of cost savings typically associated with facility
consolidation and reduced annual maintenance for an oil and gas production facility on federal
lands, where commingling across diverse mineral ownership is authorized.

The figures reflect BLM-regulated Rocky Mountain and similar onshore U.S. basins and are
appropriate for NEPA, APD, and commingling approval documentation.

1. Capital Cost Savings from Facility Consolidation (Upfront)

A. Reduced Number of Facility Pads

Consolidating multiple Drilling and Spacing Unit (DSU) specific facilities into a single shared
production facility typically yields:

Typical Standalone Consolidated

Cost Element Facility Facility

Savings Range

$500k-$3.0MM

Facility pad construction $750k—$1.5MM per pad 1 pad instead of 2—4 total

Tanks (oil, water, produced $150k—$400k per pad  Shared tank battery $200k—$1.2MM

water)

Fired vessels / heaters $250k—$600k per pad Fewgr units $250k-$1.5MM
required

Pumps, separators, $300k-$800k perpad  >-ared $300k—$2.0MM

instrumentation infrastructure

Total estimated capital savings from facility consolidation:

e $1.25MM to $7.5MM per consolidated facility complex

e These savings scale upward as well count increases.



Cost Savings from Implementation of the Commingling Legislative Provision
from the One Big Beautiful Bill Enacted July 4, 2025

2. Annual Operating & Maintenance (O&M) Cost Savings

A. Routine Facility Maintenance

Consolidation reduces inspections, repairs, and failure risk:

Typical Annual Cost
(per facility)

$150k—$400k

O&M Category

Mechanical maintenance (pumps,
heaters, separators)

Electrical & instrumentation $50k—-$150k
Corrosion control & chemical treatment $75k—-$200k

Annual O&M savings: $75k—$350k per year per facility

B. Reduced Wellsite Traffic & Road Maintenance

Fewer pads and centralized operations reduce traffic:

Savings from
Consolidation

20—40% reduction

15-30% reduction
15-35% reduction

Cost Component Typical Cost Savings Range
Road grading & repairs  $30k—$100k per year  $15k—$60k/year
Dust control & watering $20k—$60k per year ~ $10k—$40k/year
Vehicle fuel & labor $40k—$120k per year  $20k—$80k/year

Annual road/traffic-related savings: $45k—$180k per year

Aggregate Quantitative Savings Summary
1. Upfront (One-Time)

o Capital cost savings: $1.5SMM - $8.5MM
e Reclamation & bonding reduction: $100k — $1.0MM+

2. Annual (Recurring) Per Facility (not per well basis)

e O&M savings: $200k — $850k per year

e Traffic, trucking, and compliance savings: $200k — $750k per year

3. Total Annualized Savings: $400k — $1.6MM per year
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	Attachment A - Industry Proposed Redlines to BLM Commingling Draft Rule.pdf
	§ 3173.1 Definitions and acronyms.
	(a) As used in this subpart, the term:
	(i) The ability to add liquids to or remove liquids from any tank or piping system, through a valve or combination of valves or by moving liquids from one tank to another tank; or
	(ii) The ability to enter any component in a measuring system affecting the accuracy of the measurement of the quality or quantity of the liquid being measured; or
	(iii) The authority through A written agreement consent from private or State agencies, by which that BLM officials can may lawfully enter onto private or State lands for inspection and enforcement actions conducted by the BLM.

	(b) As used in this subpart, the following additional acronyms apply:
	§ 3173.14 Conditions for commingling and allocation approval (surface and downhole).
	(a) When ownership and royalty rates are identical for all sources in a CAA, then BLM shall approve the application.
	(b) (a) Subject to the exceptions provided in paragraph (b) of this section, the BLM will grant a CAA for all leases, unit PAs, or CAs if the following criteria are met The BLM shall grant a CAA within 60 days of submission of the CAA, for all leases,...
	(1) The operator or operators provides an acceptable methodology to the BLM for the allocation of production among the properties from which production is to be commingled (including a method for allocating produced water), as provided in 30 U.S.C. 22...
	(2) The FMP(s) for the proposed CAA measure production originating only from the leases, unit PAs, or CAs in the CAA; and
	(3) If production from an Indian lease is to be included in the CAA, the Bureau of Indian Affairs, or Tribal approval, where necessary, approves of the inclusion of that production in the proposed CAA; and
	(4) Subject to paragraph (c), the BLM will approve a CAA in instances where the proposed commingling of production involves production from leases, unit PAs, or CAs, even if the Federal interests at issue are disproportionate to one another, including...
	(i) Production from each lease, unit PA, or CA is measured by an FMP that satisfies the requirements under subpart 3174 for oil measurement or subpart 3175 for gas measurement; or
	(ii) The proposed commingling allocation methodology demonstrates the installation of measurement devices for oil and gas sources that: (1) can reasonably achieve volume measurement uncertainty levels with plus or minus (+2 percent), between the alloc...

	(5) The BLM will approve a CAA under this section only after:
	(i) The applicant provides notice to all interest owners of the production to be commingled or, in lieu of notice, the applicant provides to the BLM a signed operator agreement that includes a methodology that is acceptable to the BLM for accurate all...
	(ii) The BLM receives a complete CAA from the applicant pursuant to 43 CFR 3173.15 that includes a statement by the applicant attesting that, on or before the date the applicant submitted the CAA, the applicant notified each interest owner by sending ...


	(c) (b) The BLM may also approve a CAA in instances where the proposed commingling of production involves production from federal, state, tribal, or private leases, unit PAs, or CAs, even if the interests within the CAA are disproportionate to one ano...
	(1) At least one lease or leases (Federal, Fee, State, or Indian), unit PA, or CA, or any combination thereof, meets the definition of an economically marginal property in this section;
	(2) The average monthly production over the preceding 12 months for each lease, unit PA, or CA proposed for the CAA on an individual basis is less than 1,000 Mcf of gas per month, or 100 bbl of oil per month;
	(3) The CAA, which includes Indian leases, unit PAs, or CAs, has been authorized under tribal law or otherwise approved by a tribe or the allottees of the allotted lease Under this Section (c), written approval from the BIA for allotted mineral intere...
	(4) The CAA covers the downhole commingling of production from multiple formations that are covered by separate leases, unit PAs, or CAs, where the BLM has determined that the proposed commingling from those formations is an acceptable practice for th...
	(5) There are overriding considerations that indicate the BLM should approve a commingling application: in the public interest notwithstanding potential negative  royalty impacts from the allocation method, unless Indian leases or mineral interests ar...
	(6) The applicant demonstrates mitigating technical or economic justifications to use an allocation method that is not an acceptable methodology but provides for reasonable allocation, in which case BLM may approve higher percentage volume measurement...
	(7) The applicant demonstrates mitigating technical or economic justifications, to use a periodic well testing methodology that does not meet the requirements of an acceptable methodology, but provides for reasonable measurement allocation of producti...

	(d) The BLM shall issue a notice to the applicant if the application is incomplete within 30 days, noting deficiencies. If the applicant meets the requirements for a CAA in this subpart (b) of this section, the BLM will issue shall approve the CAA wit...
	§ 3173.15 Applying for a commingling and allocation approval.
	(a) A completed Sundry Notice for approval of commingling and allocation (if off-lease measurement is a feature of the commingling and allocation proposal, then a separate Sundry Notice under 3173.23 is not necessary as long as the information require...
	(b) A completed Sundry Notice for approval of off-lease measurement under 3173.23, if any of the proposed FMPs are outside the boundaries of any of the leases, units, or CAs from which production would be commingled (which may be included in the same ...
	(c) A proposed allocation agreement with a calculated uncertainty percentage, including an allocation methodology (including allocation of produced water), with an example of how the methodology is applied, signed by each operator of each of the lease...
	(d) (c) A list of all Federal, Indian, State, or private leases, unit PAs, or CAs numbers in the proposed CAA, specifying the type of production (i.e., oil, gas, or both) for which commingling is requested;
	(e) (d) A topographic map or maps of appropriate scale showing the following:
	(1) The boundaries of all the leases, units, unit PAs, or communitized areas whose production is proposed to be commingled; and
	(2) To the extent known or anticipated, the location of existing or planned facilities and the relative location of all wellheads (including the API number) and piping included in the CAA, and existing FMPs or FMPs proposed to be installed;

	(f) A surface use plan of operations (which may be included in the same Sundry Notice as the request for approval of commingling and allocation) if new surface disturbance is proposed for the FMP and its associated facilities are located within the bo...
	(g) A right-of-way grant application (Standard Form 299), filed under 43 CFR part 2880, if the proposed FMP is on a pipeline, or under 43 CFR part 2800, if the proposed FMP is a meter or storage tank. This requirement applies only when new surface dis...
	(h) Written approval from the appropriate surface-management agency, if new surface disturbance is proposed for the FMP and its associated facilities are located on Federal land managed by an agency other than the BLM;
	(i) A right-of-way grant application for the proposed FMP, filed under 25 CFR part 169, with the appropriate BIA office, if any of the proposed surface facilities are on Indian land outside the lease, unit, or communitized area from which the producti...
	(j) Documentation demonstrating that each of the leases, unit PAs, or CAs proposed for inclusion in the CAA is producing in paying quantities (or, in the case of Federal leases, is capable of production in paying quantities) pending approval of the CA...
	(k) (j) Documentation demonstrating that the production from each of the leases, unit PAs, or CAs is compatible with each other by providing the following:
	(1) The most recent gas analysis performed, including BTU content (if the CAA request includes gas), and the most recent oil gravity data (if the CAA request includes oil) from each of the leases, units, unit PAs, or CAs proposed for inclusion in the ...
	(2) In lieu of the requirements in paragraph (1), the operator or operators may instead:
	i.  submit a CAA for BLM consideration using analogous BTU content and/or oil gravity data from nearby wells for instances where BTU content and/or oil gravity are not explicitly known for the given leases, unit PAs or CAs, or;
	ii. if no data exists at the time of application for either the leases, unit PAs or CAs covered by the application or nearby wells, the operator will submit gas analysis data with the completion reports for either the leases, unit PAs or CAs covered b...


	(l) Documentation demonstrating that all other interest owners, such as private, State, or  Indian, consent to both the CAA and the BLM’s inspection of the equipment to ensure compliance with §§ 3173, 3174, and 3175.
	(m) (k) If the measurement facilities are located outside of the boundaries of the lease, unit PAs, or CAs from which production would be commingled, operator will submit self-certification verifying that the operator has secured all necessary access ...
	(n) (l) Documentation, limited to operator self-certification, that the operator maintains and operates the measurement equipment in accordance with §§ 3174 and 3175 for production equipment that is not allocated within a Federal or Indian lease, unit...
	§ 3173.16 Existing commingling and allocation approvals.

	Attachment B - Economic Benefits - Estimated Cost Savings from Commingling Legislation in OBBBA.pdf
	1. Capital Cost Savings from Facility Consolidation (Upfront)
	A. Reduced Number of Facility Pads

	2. Annual Operating & Maintenance (O&M) Cost Savings
	A. Routine Facility Maintenance
	B. Reduced Wellsite Traffic & Road Maintenance

	Aggregate Quantitative Savings Summary
	1. Upfront (One-Time)
	2. Annual (Recurring) Per Facility (not per well basis)
	3. Total Annualized Savings:  $400k – $1.6MM per year





