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CLIENT ALERT 
BLM Releases Proposed Onshore Oil and Gas Order Number 4 

 
On September 30, 2015, the Bureau of Land Management (BLM) released Proposed Onshore Oil 
and Gas Order Number 4 (the Proposed Order) as part of its wider effort to update and replace 
BLM’s existing regulatory regime for onshore oil and gas operations.  Comments on the 
Proposed Order must be submitted by November 30, 2015.  A copy of the Proposed Order is 
available here. 
 
The Proposed Order unnecessarily expands the oil measurement regulatory and reporting burden 
on onshore operators and contains several changes that will adversely impact some existing 
operations.  For example, the Proposed Order imposes stringent uncertainty requirements for oil 
measurement and prohibits statistically significant bias in the measurement process.  Moreover, 
the Proposed Order proscribes the use of automatic temperature/gravity compensators on 
existing lease automatic custody transfer (LACT) units and requires that operators use 
temperature averaging devices.  The Proposed Order also changes the meter proving 
requirements for operators producing large volumes of oil.  Operators will now be required to 
prove a meter anytime the non-resettable totalizer increases by 50,000 bbl.  

BLM is particularly interested in receiving comments on the following: (1) the reasonableness of 
having 180 days to bring existing equipment into compliance; (2) whether other volume 
measurement uncertainties would be more appropriate; (3) how to handle meter factor 
determinations when the lease automatic custody transfer (LACT) or Coriolis Measurement 
System (CMS) experiences highly variable flow rates, pressures, or API oil gravities; and, (4) 
BLM’s proposed new violations and corrective actions and the requirement that a violation’s 
severity and corrective action timeframes should be decided on a case-by-case basis.   

This article summarizes the Proposed Order’s most significant changes. 

Proposed 43 C.F.R. §§ 3174.2 and 3174.3 – Establishes Compliance Deadlines and 
Performance Standards for Oil Measurement; Removes Reference to Violation, Corrective 
Action, and Normal Abatement Period:  

• Proposed section 3174.2(e) gives operators 180 days after the effective date of the final 
rule to bring existing equipment used to measure oil for royalty purposes into compliance 
with the final rule.  

• Proposed section 3174.3(a)(1) establishes the maximum allowable volume measurement 
uncertainty.  Facility Measurement Points (FMP) measuring more than the specified 

http://www.gpo.gov/fdsys/pkg/FR-2015-09-30/pdf/2015-24008.pdf


produced oil volume from Federal and Indian leases may not exceed the following 
uncertainties: 

o 0.35% for more than 10,000 bbl per month  
o 1% for  100 to 10,000 bbl per month 
o 2.5% for less than 100 bbl each month  

• For all FMPs, no statistically significant bias would be allowed. 43 C.F.R. § 3174.3(c). 
• Only a BLM State Director could grant an exception to the prescribed uncertainty levels. 

43 C.F.R. § 3174.3(a)(2). 
• All FMP equipment must be susceptible to independent verification by the BLM. 

43 C.F.R. § 3174.3(c). 
• The Production Measurement Team (PMT) will make any determination regarding 

whether a proposed variance in measurement procedure meets or exceeds the objectives 
in this section. 43 C.F.R. § 3174.3(c). 

• Throughout the proposed rules, references to: ‘‘Violation’’ (major or minor), ‘‘Corrective 
Action’’ (what needs to be done to resolve the violation), and ‘‘Normal Abatement 
Period’’ (how much time is allowed to correct the violation) are removed.  These issues 
would be addressed in internal guidance documents (handbooks, manuals or instructional 
memoranda). 

 
Proposed 43 C.F.R. §§ 3174.5 and 3174.6 – Clarifies Oil Storage Tank and Venting 
Calibration Requirements:  

• Under proposed section 3174.5(b), oil storage tank hatches, connections, and other access 
points must be vapor-tight, and all venting must occur through a Pressure-Vacuum Relief 
Valve.  

• Proposed section 3174.5(b) also stipulates that oil storage tanks must be clearly identified 
and have a unique number stenciled on the tanks.  

• Proposed section 3174.5(c)(3) requires operators to submit tank calibration charts to the 
authorized officer within 30 days of  calibrating/recalibrating. 

• A step-by-step tank gauging protocol is added in proposed section 3174.6. 
 

Proposed 43 C.F.R. §§ 3174.7 and 3174.8 – Revises LACT System Production 
Measurements Requirements:  

• Under Proposed section 3174.7(g), the use of automatic temperature/gravity 
compensators on LACT meters are prohibited; however, the use of electronic temperature 
averaging devices will be required.  

• Within 24 hours, operators must notify the Authorized Officer of any LACT system 
failures or equipment malfunctions, or other failures that could adversely affect oil 
measurement. 43 C.F.R. § 3174.7(e)(1). 

• Proposed section 3174.8 is mostly unchanged from the existing regulations with the 
exception of proposed section 3174.8(b)(11) which establishes the requirements for 
electronic temperature averaging devices using API standards.  

  



Proposed 43 C.F.R. §§ 3174.9 and 3174.10 – Establishes Production Measurement 
Requirements for Coriolis Measurement Systems: 

• Proposed sections 3174.9 and 3174.10 create new sections for CMS.  Under the proposed 
rules, operators are allowed to use CMSs, and submittal of variance requests for use of 
CMSs will no longer be required by operators.  

• CMSs must consist of components that have been reviewed by the PMT, approved by the 
BLM, and identified and described on the nationwide approval list on BLM’s website. 
43 C.F.R. § 3174.9(a)-(c). 

 
Proposed 43 C.F.R. § 3174.11 – Revises Operator Meter Proving Obligations:  

• Under proposed section 3174.11(e), all meter proving requirements for LACTs and 
CMSs are consolidated into one. 

• Proposed section 3174.11(e), requires operators to prove a FMP meter each time the 
volume flowing through the meter, as measured on the non-resettable totalizer, increases 
by 50,000 bbl or quarterly, whichever comes first.  

• Also, proposed in section 3174.11 are requirements for the sizing of pipe provers, 
conditions under which provers must occur, and other prover specifications.  

• Tank provers are prohibited.  43 C.F.R. § 3174.11. 
  

Proposed 43 C.F.R. § 3174.15 – Creates New Violations:   

• Six new violations are added to the proposed rule, and each are subject to an immediate 
assessment of a $1,000 fine. The violations are detailed in proposed section 3174.15 and 
include:  

o any required FMP LACT system components missing or nonfunctioning;  
o failure to notify the Authorized Officer within 24 hours of any FMP LACT 

system failure or equipment malfunction resulting in use of an unapproved 
alternate method of measurement;  

o any required FMP CMS components missing or nonfunctioning;  
o failure to notify the Authorized Officer within 7 days of any changes to any CMS 

internal calibration factors;  
o failure to meet the proving frequency requirements for a FMP; and  
o failure to obtain a written variance approval before use of any oil measurement 

method other than manual tank gauging, LACT system, or CMS at a FMP.  
  



 
Proposed 43 C.F.R. § 3174.12 – Rule Changes to Oil Measurement Tickets:  

• Section 3174.12 proposes five changes to the current measurement ticket requirements. 
These changes include: 

o Operators, purchasers, or transporters, as appropriate, must complete a uniquely 
numbered measurement ticket whenever a LACT system or CMS is proven. This 
should be performed at least monthly.  

o The submission of electronic run tickets in lieu of paper run tickets is allowed.  
o BLM-assigned FMP numbers are required on each measurement ticket.  
o Operators must notify the Authorized Officer within 7 days if the operator does 

not agree with the data documented on the measurement tickets. 
o The resetting of totalizers used to determine average pressure and average 

temperature whenever a measurement ticket is closed is required. 43 C.F.R. 
§ 3174.12. 

 
Proposed 43 C.F.R. § 3174.1 – New or Revised Definitions:  

• The Proposed Order locates definitions and acronyms in section 3174.1. The following 
terms are added to the proposed section: 
o Base pressure  
o Certificate of calibration  
o Composite meter factor  
o Configuration log 
o Coriolis meter  
o Coriolis measurement system  
o Displacement prover  
o Event log 
o Gross standard volume 
o Innage gauging  
o LACT system  
o Master meter prover  

o Meter factor  
o Net standard volume 
o Opaque oil  
o Outage gauging  
o Positive displacement meter  
o Quantity transaction record  
o Registered volume 
o Resistance thermal device  
o Tertiary device  
o Turbulent flow 
o Unity 

  
Beatty & Wozniak, P.C. is available to assist you in understanding the Proposed Order and in 
applying its terms to your operations once it becomes a final rule.  Any questions related to the 
Proposed Order can be addressed to Bret Sumner or Andrew Glenn.   

http://www.bwenergylaw.com/#!bret-sumner/c1ij1
http://www.bwenergylaw.com/#!andrew-glenn/c1mcj

