VOLUME 8: COMPLIANCE AND ENFORCEMENT
‘8.0 COMPLIANCE AND ENFORCEMENT

No Comments Received.

8.1 COMPLIANCE ASSISTANCE

Comment Number: EPA-HQ-OAR-2009-0923-1011-4
Organization: El Paso Corporation
Commenter: Fiji George

Comment Excerpt Text:

IV. Proposed Rule Section 98.231 Applicability Analysis.—(KEY ISSUE) EPA must provide
flexibility to regulated facilities with respect to initial year applicability analysis. El Paso
requests the EPA consider two screening methods to assist with the initial year applicability
determination. This proposal differs from the INGAA proposal. In addition, El Paso requests that
EPA promulgate a safe harbor provision for the first year of reporting. EPA can draw from prior
regulatory precedent granted by the Federal Energy Regulatory Commission (FERC). The FERC
granted a one-year safe harbor provision when it issued Order No. 704, which requires the
reporting of natural gas transactions (FERC Form No. 552). This provision gave the regulated
community the benefit of a rebuttable presumption that the data provided was accurate and
submitted in good faith and provided assurance that the regulatory agency (the FERC) would not
impose penalties for errors in reporting.

Response: For a response to this comment, please see the response to EPA-HQ-OAR-2009—
0923-1011-30.

Comment Number: EPA-HQ-OAR-2009-0923-1011-30

Organization: El Paso Corporation

Commenter: Fiji George

Comment: Section 98.231 Applicability Analysis: EPA must provide flexibility to regulated
facilities with respect to applicability determination of Subpart W rule. EI Paso proposes two
screening methods to assist with determination.

EPA has not proposed a “screening” method to determine initial applicability to the rule but
instead relies on EPA proposed monitoring methods to make the determination of applicability to
the rule (per Subpart A provisions). The lack of a proposed screening method is a significant gap
with respect to an important aspect of compliance with Subpart W for entities that do not
currently have data collected using EPA’s proposed methods (which we determined, will be most
entities). El Paso proposes two alternative screening methods:

1) A 10,000 metric tons COZ2e threshold established based on combustion emissions using
procedures outlined in Subpart C; or
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2) Allow use of best available data to estimate GHG emissions and determine applicability
against 25,000 metric tons CO2e threshold.

In addition, we request that EPA include a safe-harbor provision under both cases.

A company would have to conduct proposed monitoring at all its facilities to assess applicability
to the rule. Our current estimates of 156 facilities potentially subject to Subpart W are based on
the use of best available methodologies gained through our participation in the California
Climate Action Registry (CCAR) and Department of Energy 1605(b) emissions inventory
programs.

Without a screening method to assess initial applicability, a company like El Paso with potential
of over 150 applicable facilities operating in multiple states is subject to significant uncertainty
related to the actual applicability of the rule to its facilities. Such uncertainties will result in
significant compliance burden and hamper effective compliance planning.

A. Screening at 10,000 metric tons threshold based on Subpart C emissions:

We recommend that EPA permanently establish a “screening” threshold of 10,000 metric tons
CO2e per year based on emissions from combustion. That is, any facility with combustion
emissions (Subpart C) less than 10,000 metric tons would not be subject to Subpart W. We feel
this initial screening threshold is justifiable since repeated inventories conducted by the EPA
indicate methane emissions are approximately half of the total emissions from the natural gas
sector, and 10,000 metric tons is less than half the 25,000 metric tons threshold for the
monitoring and reporting rule. EPA estimates over 351 million metric tons®® from facilities
subject to the proposed rule and over 415 million metric tons®* from the entire sector. While
these estimates are almost double of EPA’s official inventory®® presented below in Table 3, the
breakdown between methane and CO2 related emissions remain at about 40% to 60% for the
overall natural gas sector. Therefore, a 10,000 metric tons threshold based on combustion
emissions is justifiable and provides adequate buffer considering the reporting threshold of
25,000 metric tons. Such a “screening” threshold will enable companies to focus on potential
major sources and not divert significant resources to confirming applicability or non—

% preamble Page 18612

8 Economic Impact Analysis for the Mandatory Reporting of Greenhouse Gas Emissions under Subpart W
Supplemental Rule (EPA- HQ-OAR-2009-0923). Table 4-6.

8 EPA Inventory of U.S. Greenhouse Gas Emissions and Sinks 1990-2008.
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applicability of smaller facilities.

Table 3: 2008 Greenhouse Gas Emissions for the Natural Gas Industry and the U.S.
(Teg CO; equivalent)

Energy Non- CO, CH, Total
Related Combustion C(he
0, COy
Emissions | Emissions
Production 475 8.5 56.0 14.1 | 70.1
Processing 19.5 21.4 409 13.0 | 53.9
Transmission and Storage 354 0.1 35.5 394 | 74.9
Distribution 0 0 0.0 299 | 29.9
Gas Industry Total 102.4 30.0 1324 964| 22838
U.S. Total _ 5905.5 | 567.3| 6,946.1
| I

Gas Industry Share of U.S. 22% | 17.0% | 3.3%
Transmission Share of 1.5, ' 0.6% | 6.9% 1.1%

This approach of basing initial screening on a 10,000 metric tons Subpart C threshold is El
Paso’s preferred approach in that it presents a relatively clear, easily enforceable screening tool.
In the alternative, EPA could consider a screening approach based on best available data, as
outlined below. The 10,000 metric tons Subpart C screening method is, however, El Paso’s
preferred approach due to its clarity and ease of application.

B. Screening based on best available data:

In the alternative, until monitoring has been conducted at a facility, EPA should allow potentially
affected Subpart W sources to employ best available data at a facility or onshore production
“reporting area” level to estimate GHG emissions and determine applicability against the 25,000
metric tons threshold based on the estimated emissions. The best available data includes 2006
IPCC Guidelines, U.S. GHG Inventory, DOE 1605(b), The Climate Registry, California Climate
Action Reserve and corporate industry protocols developed by the American Petroleum Institute,
the Interstate Natural Gas Association of America, and the American Gas Association and
measurement data developed internally by the reporters.

Companies should be allowed to use these best available data to estimate total emissions from
facilities or onshore production reporting areas for which monitoring at Subpart W facilities has
not yet been conducted, either because the rule is new or because the facilities have not yet been
estimated to exceed 25,000 metric tons based on best available methods. Companies should be
permitted to employ the estimated results to decide whether those facilities that have emissions
over 25,000 metric tons. Once a facility’s estimated emissions based on best available methods
exceed 25,000 metric tons, the first year monitoring methods would be carried out per the final
rule at these “screened” facilities and reports for the first year will be from these facilities that
have been “screened” to emit over 25,000 metric tons COZ2e.
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C. Safe harbor provision for screening methods:

Finally, El Paso requests a “safe harbor” provision be added under the final Subpart W rules. As
explained above, the proposed methods will employ screening techniques for applicability
determination in the first year. El Paso requests that EPA promulgate a safe harbor provision for
companies using any reasonable screening techniques. EPA can draw from such prior regulatory
precedence granted by the Federal Energy Regulatory Commission (FERC). The FERC granted
a one-year safe harbor provision after issuing Order No. 704, which requires the reporting of
natural gas transactions (FERC Form No. 552). This allowed the respondents to “benefit from a
rebuttable presumption that the data provided is accurate and submitted in good faith. Further,
we [the FERC] do not intend to penalize respondents for errors in reporting on Form No. 552
provided that respondents use reasonable efforts to comply with the regulations regarding and
instructions for Form No. 552. We [the FERC] emphasize that the Commission expects
respondents submitting Form No. 552 in 2009 to do so in good faith and on a timely basis.”

Such safe harbor provision will provide the necessary certainty for companies while limiting the
risk of potential retroactive enforcement in the event a facility initially determined not to be
applicable to Subpart W based on the screening methods, results with emissions > 25,000 metric
tons COZ2e using EPA’s final monitoring and estimation methods.

Response: EPA has reviewed the comment, and agrees that a screening tool should be
developed to serve as a guide to determining applicability under today’s final rule. The threshold
for today’s final rule is 25,000 metric ton COe, a threshold supported by many industry
stakeholders since it sufficiently captures the majority of GHG emissions in the United States,
while excluding most of the smaller facilities and sources. To facilitate the screening, similar to
what the Agency has already provided for other subparts of the Mandatory Reporting Program to
help reporters assess their applicability to the GHG reporting program, EPA plans to develop
voluntary screening tools for each petroleum and natural gas industry segment. EPA anticipates
that such tools would be based on easily determined inputs such as major equipment or
operational counts. The tools would be a guide to determine those facilities that are well below
the reporting threshold, those above, and those close to the threshold who will need to collect
further data to make a proper determination. EPA plans to place the screening tool for subpart W
on the following website:
http://www.epa.gov/climatechange/emissions/GHG-calculator/index.html.

Finally, with regard to the request for a safe harbor provision in using the screening tools, while
the tools would be designed to provide help to potential reporters for complying with the rule,
compliance with all Federal, State, and Local laws and regulations remain the sole responsibility
of each facility owner or operator subject to those laws and regulations. As regards to the safe
harbor provision in monitoring and collecting relevant data to report, EPA has in today’s final
rule provided monitoring methods that are in most cases already in use in the industry, including
the use of emissions factors across several emissions sources. Therefore, EPA does not see any
need for providing a safe harbor. However, EPA has determined that for specified emissions
sources for certain industry segments, some reporters may need more time to comply with the
monitoring and QA/QC requirements of subpart W. In such cases, EPA concluded that
providing best available monitoring methods is reasonable where required for a specific period
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of reporting. EPA has extensively detailed when and how reporters may use best available
monitoring methods in Section II.F of the preamble to today’s final rule. Given the BAMM
provisions, EPA does not deem it necessary to provide safe harbor for the monitoring methods in
today’s final rule. Finally, in regard to safe harbor for errors in reporting, please see response to
EPA-HQ-OAR-2008-0508-0952-1, excerpt 54.

Comment Number: EPA-HQ-OAR-2009-0923-1167-36
Organization: Noble Energy, Inc
Commenter: Brian K. Lockard

Comment: The Proposed Rule essentially requires that Subpart W emission estimation methods
(monitoring and direct measurement) be applied to every industry segment-specific source
within an onshore petroleum and natural gas production reporting area every year. A screening
method that provides reasonable compliance certainty is needed to avoid unnecessary
compliance risk, implementation complexity, and financial burden.

Noble strongly recommends that a streamlined applicability screening method be included in the
rule for natural gas sector sources to preclude the need for monitoring and measurement in
reporting areas that fall below the applicability threshold. By defining an appropriate screening
method and conservative screening emission threshold to identify affected reporting areas,
compliance certainty can be assured and unnecessary measurement and monitoring can be
avoided.

Noble believes a first tier screening estimate for onshore petroleum and natural gas production
using a combination of APl compendium emission estimation methods, and Natural Gas STAR
and area specific emission factors with a threshold of 20,000 tonne CO2e per year is a reasonable
screening approach. This approach would provide small reporting areas with relief from the
extensive emission calculation methods, and provide compliance and reporting certainty.

Noble offers it assistance to EPA for future industry studies and data collection to refine
screening tool(s) that will ensure reporting certainty for onshore petroleum and natural gas
production owners and operators.

Response: EPA agrees with the commenter that a screening tool would assist reporters in
threshold determination. EPA plans to develop voluntary screening tools for each petroleum and
natural gas industry segment, which will be web-based as is consistent for other EPA
rulemakings. For more details, please see response to EPA-HQ-OAR-2009-0923-1011-30.

Comment Number: EPA-HQ-OAR-2009-0923-1010-3
Organization: Oklahoma Independent Petroleum Association
Commenter: Burck Halter

Comment: The proposed rule does not provide a simplified method for oil and gas businesses

operating production sites to determine applicability. EPA needs to develop screening tools to
help oil and gas operators determine applicability without the need to hire consultants. The
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applicability tools need to be well defined and easy to understand so that all crude oil and natural
gas operators can easily apply it to their production sites. For example, EPA needs to establish
production thresholds/throughputs such as barrels of oil per day and thousands of cubic feet of
gas per day at which productions sites are exempt from further burdensome and costly data
collection. This would be similar to Subpart C of The Final Mandatory GHG Reporting Rule
(“Final MRR”), (40 CFR part 98) establishing an aggregate maximum rated heat input capacity
of stationary fuel combustion units at a facility of less than 30 mmBtu/hr. This will also make it
easy for operators to show compliance if audited/inspected by regulators.

Response: EPA agrees with the commenter that a screening tool would assist reporters in
threshold determination. EPA plans to develop voluntary screening tools for each petroleum and
natural gas industry segment. For more details, please see response to EPA-HQ-OAR-2009—
0923-1011-30.

EPA has also in today’s final rule established reporting thresholds for applicable emissions
sources. For more details, please see Section Il.E of the preamble to today’s final rule.
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82 ROLE OF STATES

Comment Number: EPA-HQ-OAR-2009-0923-1082-8
Organization: MidAmerican Energy Holdings Company
Commenter:

Comment: Many of the states in which MidAmerican subsidiaries operate are already subject to
state mandatory greenhouse gas reporting requirements; additional state and regional reporting
requirements are, likewise, expected to be implemented within the next two years. The potential
differences between state, regional and federal requirements relative to emission calculations and
scope of coverage will create significant burdens on reporting entities. MidAmerican encourages
EPA to coordinate with state and regional greenhouse gas reporting programs to develop a
common platform for reporting emissions.

Response: In developing today’s final rule, EPA had evaluated reporting programs at the state,
regional, and federal levels. For the outcome of this evaluation, please see Sections A.4.a and
A.4.b of the Greenhouse Gas Emissions from the Petroleum and Natural Gas Industry:
Background TSD (EPA-HQ-OAR-2009-0923-0027). The intended purpose of this evaluation
was to identify whether there was already a suitable monitoring and reporting program in place
of the requirements proposed under today’s final rule and to locate emissions sources that are
subject to reporting under various monitoring and reporting programs. In short, prior to release
of the initial rule 40 CFR part 98, subpart W during 2009, EPA had already conducted significant
research into and evaluation of state and other programs. In order to develop an inventory
assessment based on a consistent set of assumptions, and control reporting burden, EPA was
required to develop a platform that provided the best and most consistent data from all segments
of the industry. EPA aknowledges that subpart W might not be identical to state and other data
collection activities currently in place. Different reporting programs have different goals and
objectives, and therefore different reporting requirements. Nevertheless, EPA has been working
with states to ensure that data can be exchanged between EPA and state level reporting
programs, thus facilitating the reduction of burden for reporters subject to multiple programs.
Please see response to EPA-HQ-OAR-2009-0923-1015-7 for further details.

Comment Number: EPA-HQ-OAR-2009-0923-1155-9
Organization: Clean Air Task Force et. al.
Commenter: Pamela Campos

Comment: State and EPA Collaboration

Some states and jurisdictions may seek to coordinate their emissions reporting requirements with
EPA’s data collection effort. We support effective collaboration between EPA and the states, and
encourage EPA to continue working cooperatively with WCI and individual states to enable
effective coordination to ensure broad public access to the most rigorous emissions data
available.
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Response: EPA appreciates this comment, and has worked to coordinate with states,
recognizing that different programs have different goals. EPA has discussed subpart W with
states, and entities representing multiple states on data exchange, and will continue to work with
states so that the value of the MRR program can be utilized by states as best possible.
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‘8.3 ENFORCEMENT

Comment Number: EPA-HQ-OAR-2009-0923-1045-9
Organization: FLIR Systems, Inc.

Commenter: Thomas J. Scanlon

Comment: Penalties for Finding Gas Leaks

Some of our customers have confidentially expressed concern that the use of OGI equipment
could result in severe penalties since it is highly likely that the technology will detect gas leaks
that would never be identified with OVA or TVA technology. Through our field work and
training activities, we note that large leaks can occur over the course of time in natural gas and
petroleum systems through no negligence of the operator. To address concerns over the
compliance risks created by OGI requirements in Subpart W, EPA could consider amending
existing federal regulations (such as New Source Performance Standards for VOCs) to allow a
“grace period” for the correction of newly detected leaks at a facility that begins using OGI
technology. Texas has adopted this approach, in a bill that will take effect at the end of this
month.®® This bill encouraged the adoption of OGI technology in a way that avoided unnecessary
resistance from the petroleum industry.

Response: EPA has considered comments received regarding monitoring methods in April 2010
proposed rule found in docket (EPA-HQ-OAR-2009-0923-0002). In today’s final rule, EPA is
permitting the use of alternative methods to OGI equipment for detection of equipment leaks for
certain emissions sources. For further elaboration on this topic, please see Section II.E in the
preamble of today’s final rule. Amendment of New Source Performance Standards (NSPS) or
other regulations is beyond the scope of this rulemaking along with enforcement response which
is a case-by-case decision based upon a particular set of facts and circumstances. In general, EPA
attempts wherever possible to coordinate across rulemakings and programs.

Comment Number: EPA-HQ-OAR-2009-0923-1300-3
Organization: Texas Oil and Gas Association
Commenter: Deb Hastings

Comment: Implement a phased approach of the rule over a period of several years.

Response: EPA has reviewed the comment and disagrees that a phased approach to the
implementation of today’s final rule is required. For further details, please see response to EPA—
HQ-OAR-2009-0923-1100-1, and a discussion of Best Available Monitoring methods in Section
I1.F in the preamble of today’s final rule.

# House Bill (HB) 1526 of the 80th Legislature (2007), codified in Texas Health and Safety Code (THSC),
8382.401, and in Texas Water Code, §5.752(2).
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VOLUME 9: LEGAL ISSUES
9.0 LEGAL ISSUES

Comment Number: EPA-HQ-OAR-2009-0923-1024-16
Organization: Kinder Morgan Energy Partners, L.P.
Commenter: Kim Dang

Comment Excerpt Text:

Responsibility for Reporting From Onshore Production Facilities. The proposed Subpart W
overlooks significant complications associated with determining reporting responsibility for
onshore production wells. Onshore production wells have extraordinarily diverse ownership and
operating arrangements. A single well can be owned by one entity, be operated by another entity,
lease portable equipment from a third entity, and have that portable equipment operated by yet
another entity. In these situations, the entities that directly operate certain equipment are in the
best position to gather emissions data for that equipment, whereas other entities working at the
same well site have limited ability to verify that data. Yet the proposed rule places the burden of
reporting entirely on the owner of the well or the holder of the operating permit.®

Kinder Morgan’s operations place it in the position of being the owner of production wells,
lessor of equipment, lessee of equipment, and contract operator of production equipment. With
S0 many parties involved in reporting emissions from production equipment, Kinder Morgan is
concerned that it could be liable under the Mandatory Reporting Rule even when it has taken all
reasonable efforts for emissions information is properly reported to EPA. Thus, Kinder Morgan
respectfully requests that EPA provide the following clarification and safeguards with respect to
reporting responsibility in the onshore production sector:

a. Allow reasonable reliance on operators. Kinder Morgan is concerned that in cases where it is
responsible for reporting emissions from a particular well, and must therefore collect emissions
data from other entities operating equipment at that well, it could be held liable for non-obvious
errors or omissions committed by those other entities. The Mandatory Reporting Rule should
allow owners and permit-holders who are reporters to reasonably rely on data supplied by
operating companies associated with the production well. This “safe harbor” would not, of
course, apply where reliance is unreasonable, such as when the reporting entity knows that data
are erroneous or false.

b. Disallow “vicarious liability” for errors committed by reporting entity. Kinder Morgan is also
concerned that it may be held liable for errors or omissions committed by a reporting entity in
situations where Kinder Morgan is merely providing data to the actual owner or holder of the
operating permit at the well. EPA should clarify that an entity that provides properly collected
emissions data to a reporting entity will not be held liable if that reporting entity subsequently
commits an error or omission in reporting that data to EPA.

# Proposed Subpart W, 75 Fed. Reg. at 18,614.

928



Response: EPA disagrees that Subpart W overlooks significant complications associated with
determining reporting responsibility for onshore production wells. The Agency has determined
that well owners or operators have control over rented, leased and contracted equipment and
services through the language in contracts, leases or other arrangements and while these may
require changes, ultimately the owner or operator is in the strongest position to obtain necessary
data.

The owner or operator through their designated representative (DR) is the entity that is
responsible for submitting the emissions data pursuant to today’s final Rule. The DR may
provide in contracts, leases, or other agreements with third parties that true, accurate, and correct
reporting information must be provided to the DR in a timely fashion. If the third party fails to
provide timely, true, accurate, or correct information to the DR, then the DR has recourse
contractually, or otherwise, on the third party. While the DR or his delegates may need to
acquire necessary reporting information from a third party, the DR must make the appropriate
inquiries and certification when reporting; ultimate responsibility rests on him or her. Please see
Section II.F.5 of the preamble to today’s final rule for a discussion of the designated
representative’s responsibilities along with Section 98.4 of The Final Mandatory GHG Reporting
Rule (“Final MRR”), (40 CFR part 98).

The DR provisions are crafted similarly to the provisions of the Acid Rain Program (ARP), 40
CFR Part 72, and EPA has found that this approach provides a high degree of both data quality
and consistency and accountability. Similar comments were made about the data coming from
multiple owners and operators and the concerns about the certification of those data upon
promulgation of the ARP and the 2009 final GHG reporting rule to which EPA responded.

In recognition of the potential need to adjust contracts, leases, or agreements, additional
flexibility has been provided in today’s final Rule to allow facilities to utilize best available
monitoring methods for a limited period. For further details, please refer to Section Il.F of the
preamble in today’s final rule. Moreover, to reduce burden, EPA has made provisions in today’s
final rule to require external combustion equipment; that have a rated heat capacity less than or
equal to 5 mmBtu/hr to report equipment count by type; equipment above the threshold have to
report emissions using monitoring methods. See Section I1.E of the preamble in today’s final rule
for more information.
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9.1 STATUTORY AUTHORITY

Topic 1: GHG Reporting under Subpart W and the Consolidated Appropriations Act
The following comments have been summarized to provide a common response;
Comment Number: EPA-HQ-OAR-2009-0923-1005-1

Organization: Independent Petroleum Association of America

Commenter: Lee Fuller

Comment Number: EPA-HQ-OAR-2009-0923-1011-26
Organization: El Paso Corporation
Commenter: Fiji George

Comment Number: EPA-HQ-OAR-2009-0923-1011-55
Organization: El Paso Corporation
Commenter: Fiji George

Comment Number: EPA-HQ-OAR-2009-0923-1011-58
Organization: El Paso Corporation
Commenter: Fiji George

Comment Number: EPA-HQ-OAR-2009-0923-1196-1
Organization: Independent Petroleum Association of New Mexico
Commenter: Karin V. Foster

Comment Summary Text:

Commenters contend that EPA’s authority to require GHG reporting stems exclusively from the
Consolidated Appropriations Act, 2008, that appropriations bills do not provide broad and
enduring authority for agencies to create new programs, are time limited, and create funding and
policy actions that cannot extend beyond the scope of the direction in the bill.

Some commenters also believe that the Appropriations Act upon which the rule is based violates
the separation of powers doctrine. As the statutory language of the Appropriations Act “does
not, in its own terms, indicate what authority EPA is to invoke in order to require mandatory
emissions reporting of greenhouse gases or otherwise indicate a policy purpose for this
endeavor,” Congress has asked EPA to establish a “reporting program despite Congress’s
unwillingness to date to itself enact a comprehensive GHG reporting and control regime. By
failing to delineate the policy behind, and boundaries of, this delegated authority, the
Appropriations Act violates the doctrine. Congress cannot delegate to an administrative agency
Congress’ law-making power or the power to exercise the discretion to modify a statute or power
to add parties or acts to those punishable under the statute.

Even were EPA’s position that the rule is authorized by section 114 of the CAA correct, they
claim that the Subpart W proposal is in excess of EPA’s statutory authority under CAA Section
114, fails to meet the standard of reasonableness applicable to requests for information under
Section 114, would fail to meet the arbitrary and capricious standard of review if challenged, and
EPA has exceeded its statutory authority under the Clean Air Act. They further claim that
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Section 114 is the same section that authorizes EPA to issue administrative subpoenas to
individual companies to collect information (also known as Section 114 requests). To be valid
under Article 4 of the Constitution, subpoenas must be reasonable, relevant to the purpose, not
overly broad or unreasonably disruptive, and not unreasonably burdensome, and the recipient is
entitled to a finding as to whether EPA must pay the costs for responding to a burdensome
subpoena. The subpart they say fails to meet that standard.

They further claim that the rule lacks a reasonable relationship between the express statutory
purpose of collecting data reasonably necessary to inform GHG policy and the detailed and
onerous monitoring provisions it proposes to impose on oil and natural gas systems. In addition,
the rule is not supported by sound reasoning; fails to give reasonable consideration to important
aspects of the problem, including the effects and costs of the choices it proposes to make, and
fails to consider substantial arguments and alternative solutions.

Because GHGs are not yet subject to Section 110, 111, or 112, they also assert that Section 114
does not authorize EPA to promulgate the monitoring and reporting requirements of the
proposed rule. Section 114 can only be used for regulated pollutants and provides authority for
EPA to seek information for “carrying out any provision of this chapter.” CO2 is not, however,
subject to this “chapter.” The term “chapter” means Chapter 85 of Title 42, i.e. the Clean Air Act
Although the U.S. Supreme Court decided in Massachusetts v. EPA, 549 U.S. 497 (2007) that
CO2 is an “air pollutant,” until EPA makes a final endangerment finding and a control
requirement is established under the Act, CO2 is not a “pollutant subject to the Act” and thereby
not a “pollutant subject to the Chapter.” Nor can EPA rely on its authority to do studies and
investigations under Section 103 of the CAA to bootstrap into authority under Section 114 for
the proposed rule. Section 103 does not mention the words “monitoring” or “reporting,” only
words such as “studies,” “surveys,” “investigations,” and similar discrete, one-time or time-
limited activities. When applied to the CAA, the rule of statutory construction, ejusdem generis,
indicates that EPA’s statutory authority is limited. Section 821 of Public Law 101-549,
expressly authorizes EPA to require monitoring and reporting for CO2 on certain electric
generating units. EPA’s authority under Section 821 is limited, however, to certain power
generating units subject to the provisions of the Acid Rain program. If EPA had the authority it
now claims to have under Section 114 (bootstrapped by Section 103), it would have been
unnecessary for Congress to enact Section 821 to establish ongoing CO2 monitoring and
reporting requirements for power generating units, not to mention the monitoring requirements in
Section 112, Title 1V, and Title VI of the CAA, among others. A canon of statutory construction
is that one section of an Act should not be read so as to usurp or make another section
superfluous.

One commenter claims that use of Section 114 as the basis for the rule runs counter to its
longstanding use of the section in the past which as been limited to issuing Information
Collection Requests (“ICRs”) and that ICRs are limited to collecting data from specific sources
over a discrete period of time. Section 114 has not previously been used to justify an essentially
economy-wide, permanent rule that requires all affected sources to submit new data annually on
an ongoing basis and imposes new monitoring and measurement processes to collect such data.
EPA’s claims that it “has the authority to require all persons whom the Administrator believes
‘may have necessary information’ on emissions to report to the agency under CAA Section 114”
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and that the “reporting requirement may even extend to persons not otherwise subject to CAA
requirements” is a capricious extension of the legislative intent of the Clean Air Act.
Specifically, the Act has a list of entities under the jurisdiction of the CAA. To assume that it
also applies to all petroleum and natural gas facilities operators based on an Administrator’s
subjective beliefs will result in arbitrary bureaucratic requirements to report under this rule

Summary Response: Regarding the EPA’s legal authority to establish reporting requirements,
the Appropriations Act as exclusive authority, Appropriations Act as violating the separation of
powers doctrine, lack of a reasonable relationship between express statutory purpose and
monitoring requirements, relationship between Section 114 and Sections 103, 110, 111 and 112,
and 821 please see the Section 11.Q, Summary of Comments and Responses on Statutory
Authority, of The Final Mandatory GHG Reporting Rule (“Final MRR”), (40 CFR part 98)
preamble, Volume 9, Legal Issues, of the EPA’s Response to Public Comments for the Final
MRR and the response in Section I.C, Legal Authority, of the preamble to today’s final rule.
Also see [Volume 10, Cost and Economic Impacts of the rule] and preamble Section I11
respecting effects and costs of the choices proposed and alternative solutions generally. The
argument that Section 114 is EPA’s subpoena power is incorrect. The Agency’s authority to
issue subpoenas is in Section 307(a) and an attempt to engraft limitations of authority under
Section 114 by mischaracterization as a subpoena authority is misfounded. Nevertheless, EPA’s
exercise of its authority under 114 is reasonable, relevant to the purpose, not overly broad nor
unreasonably disruptive. See, Volume 9. Some burden in response to Agency inquiries in
furtherance of its legitimate interests is not unreasonable.

Similarly, commenter confuses Section 114 and ICR requirements under the Paperwork
Reduction Act, 44 U.S.C. 3501, et seq. EPA has issued an ICR for this rulemaking, has been
assigned an EPA ICR number by OMB and has fully complied with PRA requirements. See,
preamble Section IV.B See also, Volume 9 explaining that while it might be generally true that
EPA has used its information gathering authority in a more targeted manner, nothing in Section
114 precludes this broader, yet still targeted rulemaking.

The claim that the Subpart W proposal is in excess of EPA’s statutory authority under CAA 114,
fails to meet the standard of reasonableness applicable to requests for information under Section
114, would fail to meet the arbitrary and capricious standard of review if challenged, and that
EPA has exceeded its statutory authority under the Clean Air Act is conclusory and is not
otherwise specifically supported by the commenter. Without more, EPA cannot directly respond
other than to refer commenter to its position as its authority to use and to the reasonableness of
using Section 114 as a basis for the rule as set forth in Volume 9. Similarly, the claim that
EPA’s exercise of its authority under Section 114 to include all petroleum and natural gas
facilities operators is a capricious extension of legislative intent a only a conclusion on the
commenter’s part without supporting rationale to which response cannot be formulated.

As referenced above and explained in Vol. 9, Section 114 can apply to pollutants even though
they might not be subject to regulation. Moreover, we note that EPA has taken final action that,
as of January 2, 2011, makes the air pollutant comprised of the mix of six greenhouse gases
subject to regulation under the Act. See, e.g., Reconsideration of Interpretation of Regulations
that Determine Pollutants Covered by Clean Air Act Permitting Programs; Final Rule, 75 FR
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17004 (April 2, 2010) (explaining that greenhouse gases would become subject to regulation on
the “takes effect” date of the Light Duty Vehicle Rule (Light-Duty Vehicle Greenhouse Gas
Emission Standards and Corporate Average Fuel Economy Standards; Final Rule, 75 FR 31514)
which was published on May 7, 2010.

Comment Number: EPA-HQ-OAR-2009-0923-1044-5
Organization: Colorado Department of Public Health and Environment
Commenter: Kirsten King

Comment Excerpt Text:
Disregards local agency, state or national boundaries, requiring emission sources to report
aggregated emissions per basin, which may involve multiple local, state and national authorities.

Response: The GHG Reporting Program was established to collect data on national levels of
greenhouse gas emissions by different sectors of the economy. For further information, please
see the preamble of The Final Mandatory GHG Reporting Rule (“Final MRR”), (40 CFR part
98), Section L.E and the response to comment EPA-HQ-OAR-2009-0923-1044-1 for further
information. It is not possible to match every local or state boundary and still manage reporting
under a reasonable facility definition that applies to all operators across the country. Please see
response to EPA-HQ-OAR-2009-0923-1015-7 for further details.

Comment Number: EPA-HQ-OAR-2009-0923-1151-10
Commenter: Karin Ritter
Organization: American Petroleum Institute, Karin Ritter

EPA Lacks the Legal Authority for the Reporting Rule and Proposed Subpart W

EPA asserts that it developed the proposed Subpart W reporting requirements based on existing
authority under Clean Air Act (“CAA”) Section 114. See 75 Fed. Reg. 18,610. EPA, however, is
over-reaching this authority, which does not authorize it to require the proposed indefinite and
sweeping monitoring, recordkeeping, and reporting from the facilities covered by proposed
Subpart W, regarding emissions with a currently uncertain regulatory status. At a minimum,
none of EPA’s stated purposes for the data justify the frequency and duration of the reporting
requirements, or the imposition of burdensome new measurement protocols and the installation
of extensive and expensive instrumentation. Further, EPA already has in its possession and
continues to collect detailed GHG emissions inventory data that is sufficient to meet the stated
purposes the Agency asserts underlie the proposed rule.

i. EPA’s Interpretation of Its Section 114 Authority is Overly Broad

In the preamble to proposed Subpart W, EPA suggests it is appropriate to gather information
required under the proposed rules because the information may be relevant to EPA
implementation of a variety of CAA provisions. The Agency asserts that CAA section 114
“provides EPA broad authority to require the information proposed to be gathered by [the rules]
because such data would inform and are relevant to EPA’s carrying out a wide variety of CAA
provisions.” 75 Fed. Reg. 18,610. In the proposed Subpart W, EPA does not specify any
particular purpose of CAA provisions for which it needs this information. The Agency merely
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indicates that it is “comprehensively considering how to address climate change under the CAA,
including both regulatory and non-regulatory options.” Id. at 18,611.

To begin, these generalized suppositions as to how the information might be used at some
indeterminate time in the future provide wholly inadequate justification for an information
request of the size, scope, and duration that EPA has proposed. EPA has a fundamental
obligation to assert a rational basis for implementing its authority under Section 114, which
includes in this case a particularized explanation of the reasons EPA actually, currently needs
this information (versus a “wish list” of programs and policies that might be “informed” by
gathering this information). In short, the proposal provides no clear, specific, and ascertainable
explanation of why this information is needed and how it will be used and, thus, the rule stands
to be an unreasonable and arbitrary exercise of Section 114 authority.

Moreover, the agency’s reading of its authority under Section 114 is overly broad and would
improperly render meaningless the limitations in this provision. EPA emphasizes that
information may be required under Section 114 for purposes of “carrying out any provision” of
the Act. However, Section 114 has traditionally been limited to discrete information requests
from particular emission sources, and EPA’s use of this provision for an ongoing reporting
program for entire sectors of the economy is unprecedented.

Section 114 must be read in light of the entire statute, which makes clear that the data collection
it authorizes is limited to only certain persons that are subject to the Act’s requirements. 42
U.S.C. Section 7414(a)(1) (limiting Section 114 applicability to “any person who owns or
operates any emission source, who manufactures emission control equipment or process
equipment, who the Administrator believes may have information necessary for the purposes set
forth in this subsection, or who is subject to any requirement of this chapter (except a provision
of subchapter 11 . . .)”). The applicability of Section 114 is thus limited to entities who own or
operate an emission source or who are subject to regulation under the CAA for a given air
pollutant. EPA’s attempt to collect data under Section 114 from persons who are not owners or
operators of an emission source or who are not subject to regulation under the CAA exceeds
Section 114’s authority and is improper. It is a fundamental rule of statutory construction that
statutes should not be interpreted in a manner so as to make any phrase redundant. See, e.g.,
Gustafson v. Alloyd Co., Inc., 513 U.S. 561, 574 (1995) (“the Court will avoid a reading which
renders some words altogether redundant”); Zimmerman v. Cambridge Credit Counseling Corp.,
409 F.3d 473, 476 (1st Cir. 2005) (“no construction should be adopted which would render
statutory words or phrases meaningless, redundant, or superfluous.”); U.S. v. Hovsepian, 359
F.3d 1144, 1160 (9th Cir. 2004) (“We interpret statutes so as to avoid making any phrase
meaningless or unnecessary.”). EPA’s interpretation of Section 114 ignores and violates this well
established canon by requiring indefinite data collection from any person based on the vague
stated purpose of “carrying out any provision” of the Act. EPA cannot expand such authority
beyond the express limitations of Section 114, and permit that single phrase to swallow the
express limitations of the entire rule.

ii. The 2008 Appropriations Act Does Not Provide Legal Authority for the Rule

Clearly, EPA’s decision to propose Subpart W is motivated by the 2008 Consolidated
Appropriations Act, signed into law on December 26, 2007. Consolidated Appropriations Act,
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2008, P.L. 110-161, 121 Stat. 1844, 2128 (2008) (“Appropriations Act”). This Act authorized
one-time funding “for activities to develop and publish a draft rule not later than 9 months after
the date of enactment of this Act, and a final rule not later than 18 months after the date of
enactment of this Act, to require mandatory reporting of greenhouse gas emissions above
appropriate thresholds in all sectors of the economy of the United States.” Id. The
straightforward point of the appropriations bill provision is to have EPA administer the
collection of data; Congress did not draw any connection (as EPA attempts to do in its preambles
to the two proposed rules) to carrying out any aspect of the CAA. Nor did the Appropriations Act
provide EPA any new authority under the CAA to promulgate mandatory GHG reporting rules.
Therefore, EPA’s reliance on Section 114 is misplaced because, as explained above, these
Sections may only be invoked for specified purposes under the CAA. General information
gathering pursuant to the appropriations language is not within the scope of authority conferred
by Section 114.

Moreover, the narrowly prescribed activity funded by the Appropriations Act necessarily
constrains the scope of EPA’s information gathering under Section 114. First, given the limited
funds authorized by Congress, it would be impossible to maintain the indefinite and overly
expansive reporting program for all sources in the onshore and offshore petroleum and natural
gas sectors proposed. Second, the Appropriations Act does not prescribe any enforcement
authority. Because the CAA does not independently provide the authority for the proposed rule,
it cannot be the basis for any enforcement action. Congressional grants of enforcement authority
must be explicit. Cf. Marshall v. Gibson’s Products, Inc. of Plano, 584 F.2d 668, 675 (5th Cir.
1978) (“Congress is cognizant of the need to set forth explicitly the authority of an administrator
or agency to seek enforcement relief in federal court.”).

Response: For a response to this comment, please see EPA’s Response to Public Comments,
Volume No. 9, Legal Issues, October 30, 2009., and 11.Q of the preamble to The Final
Mandatory GHG Reporting Rule (“Final MRR™), (40 CFR part 98), as well as Section II.F of
the preamble to today’s final rule.

Topic 2: Aggregation of Gathering and Boosting Systems with Processing Facilities
The following comments have been summarized to provide a common response;
Comment Number: EPA-HQ-OAR-2009-0923-1154-1

Organization: Latham & Watkins LLP

Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-2
Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-3

Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer
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Comment Number: EPA-HQ-OAR-2009-0923-1154-4
Organization: Latham & Watkins LLP

Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-5
Organization: Latham & Watkins LLP

Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-9
Organization: Latham & Watkins LLP

Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-11
Organization: Latham & Watkins LLP

Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-12
Organization: Latham & Watkins LLP

Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-14
Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-15
Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-16
Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-17
Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-18
Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-19
Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1154-20

Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer
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Comment Number: EPA-HQ-OAR-2009-0923-1154-21
Organization: Latham & Watkins LLP
Commenter: Matthew C. Brewer

Comment Number: EPA-HQ-OAR-2009-0923-1080-30
Organization: Aka Energy Group, LLC
Commenter: Barbara Wickman

Comment Summary Text:

The proposed GHG reporting rule’s “super” source aggregation of the natural gas processing
sector violates the Clean Air Act’s “stationary source” requirements and otherwise is unlawful.
Natural gas processing plants have been regulated under CAA programs as discrete “stationary
sources” and have never been aggregated with gathering operations for purposes of applying
thresholds and other requirements.

Commenter claims that the proposed GHG reporting rule is inconsistent with EPA’s legal
necessity findings for effective GHG regulation set forth in the tailoring rule. The doctrines of
“absurd results”, “administrative necessity” and “one-step-at-a-time” are intended to preserve a
rational “major” and “minor” source distinction for GHGs so that the GHG permitting can apply
to “major” sources as defined in the PSD program.

They also contend that the *“stationary source” legal framework mandates a presumption against
aggregation because the Clean Air Act regulates “sources” and the various Clean Air Act
programs applying to stationary sources have either or both statutory and regulatory “source”
definitions that depend upon three key elements, to wit: (1) “belong to same industrial group,”
are (2) “located on one or more contiguous or adjacent properties,” and are (3) “under common
control”. “super” source aggregation is unprecedented in EPA’s forty year history of regulating
the natural gas process sector where typically the various regulations under the CAA define a
facility as a group of emissions sources all located in a contiguous area and under the control of

the same person (or persons under common control).

In further support, they claim that in the 1990 CAA amendments, Congress endorsed EPA’s non-
aggregation source approach to the natural gas industry by expressly codifying it under the Title
I11 HAPs Program which approach, as expressed in Alabama Power Co. v. Costle, 636 F.2d 323
(DC Cir. 1979) over 30 years ago, and reflected in EPA’s regulations and guidance, was
expressly codified by Congress for the natural gas industry in Section 112(n)(4) of the Act.

Their position is further supported, they state, two recent pronouncements addressing
aggregation in the natural gas industry: Memorandum from Assistant Administrator Gina
McCarthy re: “Withdrawal of Source Determinations for Oil and Gas Industries” (September 22,
2009) and *“Order Responding To Petitioners’ Request That The Administrator Object To
Issuance Of A State Operating Permit” (October 8, 2009) instructing the Colorado Department of
Public Health and Environment, Air Pollution Control Division to reevaluate a decision it had
made with respect to a natural gas compressor station owned by Kerr McGee Corporation.

These positions indicate that only on a case-by-case basis may it be appropriate to aggregate
emissions from wells or compressors in a gathering system and thus provide no basis for the
proposed rule’s “super” source aggregation of an entire gathering system with natural gas
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processing plant. In particular, the McCarthy memorandum reaffirmed that the three key factors
-- same industrial group, contiguous or adjacent location, and common control -- apply on a
case-by-case basis to determinations of whether aggregation of emissions in the natural gas
industry are appropriate; thus aggregation of natural gas processing systems as proposed is
inappropriate.

Section 114 allows information gathering to implement and enforce substantive regulatory
provisions only, and therefore, does not provide a legal basis for EPA to impose a unique
“source” definition that conflicts with its history of regulating the natural gas processing sector
they argue. Specifically, Section 114 authorizes information gathering solely for the purpose of
developing or assisting in the development of regulations under the provisions specifically
enumerated in Section 114, enforcement of existing regulations or carrying out any other
provision of the Act.

With respect to the Proposed Subpart W, Section 114 provides EPA no authority to implement
“super” source aggregation for the natural gas processing sector independent of and in direct
conflict with the regulatory history of the Act’s application to the natural gas processing sector.
Nor has EPA, they aver, provided any rational explanation as required by section 114 for how
GHG emissions information gathered on a “super” source aggregation basis will support its
implementation of GHG regulatory programs for the natural gas processing sector. Application
of Subpart W’s reporting requirements to the sector as defined in the rule as proposed is not
reasonably limited in scope and time as required by various aspects of Section 114.

The proposed rule is “arbitrary and capricious” because epa’s reference to materially different,
non-clean air act reporting programs, such as DOT Pipeline and Hazardous Materials Safety
Administration (PHMSA) regulations and the Climate Registry provides no as justification for
“super” source aggregation commenter contends.

Finally, in support of its averment that the proposed natural gas processing facility definition is
legally flawed, commenter believes that the approach is simply unfair and inequitable. In taking
such an approach here, EPA would be setting a precedent that any industries that have a complex
manufacturing and distribution chain could be required to aggregate all emissions associated
with a product, including those from geographically distant facilities and emissions associated
with the transport of materials among facilities. If this is not the case, then the application of the
“super” source aggregation approach to only the natural gas processing sector is simply unfair. In
particular, the requirement that the natural gas processing sector report fugitive emissions from
gathering systems while not requiring similar reporting from the natural gas transmission sector
is fundamentally inequitable.

Summary Response: As is clear from the submission, these comments are peculiar to and
squarely relate to the onshore natural gas processing segment of subpart W and the inclusion of
gathering operations in the source category segment. In today’s final rule, EPA has revised the
definition of the segment to eliminate reference to field gathering and/or boosting stations that
gather and process natural gas from multiple wellheads, and compress and transport natural gas
(including but not limited to flowlines or intra-facility gather lines or compressors) as feed to the
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natural gas processing facilities as being a part of the processing facility, as well as reference to
gathering and boosting stations that send the natural gas to an onshore natural gas transmission
compression facility, or natural gas distribution facility, or to an end user being considered stand
alone natural gas processing facilities. Therefore, while EPA does not agree with the positions
taken in support of commenter’s argument, because gathering operations relating to natural gas
processing facilities are not included in the source category and the commenter’s concern that
EPA is unlawfully augmenting the source category by their inclusion is a moot point. As EPA
interprets the comments, they are limited exclusively to the onshore natural gas processing
segment making further response unnecessary. EPA may choose to cover emissions from this
portion of the industry at a later time by further rulemaking or otherwise. With respect to the
scope of EPA’s authority under Section 114, see Volume 9, Legal Issues, of the EPA’s Response
to Public Comments for the Final MRR.

‘9.1.1 SEGREGATE OFFSHORE ISSUES SEPARATELY

Comment Number: EPA-HQ-OAR-2009-0923-1155-13
Organization: Clean Air Task Force et. al.
Commenter: Pamela Campos

Comment Excerpt Text:
OCS Authority

EPA is proposing to amend 40 CFR 98.2(a) so that the Final Mandatory GHG Reporting Rule
applies to facilities located in the United States and the Outer Continental Shelf.

Additionally, EPA is proposing revisions to the definition of United States to clarify that it
includes the territorial seas. This ensures that the facilities located offshore of the United States
that are injecting CO2 into the sub-seabed for long-term containment will also be required to
report data regarding GHG emissions. EPA writes:

“Together these changes make clear that the Mandatory GHG Reporting Rule applies to facilities
on land, in the territorial seas, or on or under the Outer Continental Shelf, of the United States,
and that otherwise meet the applicability criteria of the rule.”®

EPA notes that its Clean Air Act (CAA) authority to collect emission information from certain
offshore petroleum and natural gas platforms has been questioned:

“Some commenters argued that EPA does not have the authority to collect emissions information
from offshore platforms located in areas of the Western Gulf because they are under the
jurisdiction of the Department of the Interior. They cited, among other things, the Outer
Continental Shelf Act, 43 U.S.C. 1334. Without opining on the accuracy of the commenter’s

8 Federal Register Vol. 75, No. 69, 18611.
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summary of OCSLA or other law, we note that even the commenter describes these authorities as
relating to the regulation of air emissions. Today’s proposal does not regulate GHG emissions;
rather it gathers information to inform EPA’s evaluation of various CAA provisions. Moreover,
EPA’s authority under CAA Section 114 is broad, and extends to any person ‘who the
Administrator believes may have information necessary for the purposes’ of carrying out CAA,
even if that person is not subject to the CAA [emphasis added].”®°

We support EPA’s inclusion of OCS sources in Subpart W. We strongly agree with the EPA that
it plainly has authority to collect emissions information from offshore oil and gas platforms.®” As
the agency states, “EPA’s authority under [Clean Air Act] Section 114 is broad.”[Id.] Indeed,
that section gives EPA authority over “any person who owns or operates any emission source,”
including the power to establish monitoring systems, require equipment to be installed, and
collect any “other information as the Administrator may reasonably require.”®® Nothing in the
statute indicates this power stops at the beach, and such a limit would be entirely inconsistent
with the provision’s purpose of providing high quality emissions data to the public, as offshore
platforms are a major pollution source.

EPA writes that some commenters, nonetheless, suggest that the Outer Continental Shelf Lands
Act (“OCSLA”), 43 U.S.C. 88 1331, somehow limits EPA’s authority. These commenters have
the law backwards. First of all, nothing in OCSLA purports to limit EPA’s authority, so the
commenters would have to argue that OCSLA implicitly repeals Section 114 authority over
offshore activities — even though the statute does not contain a word of text doing so. That
argument “runs foursquare into [the] presumption against implied repeals.”®® That “powerful”
presumption states “that absent a clearly established congressional intention, repeals by
implication are not favored. An implied repeal will only be found where provisions in two
statutes are in irreconcilable conflict.”*®® Nothing in OCSLA and Section 114 are irreconcilable,
so the agency, rightly, must presume Congress did not silently strip its powers away. Indeed,
OCSLA, if anything, reinforces EPA’s authority. That statute explicitly extended the “laws and
civil and political jurisdiction of the United States” to the Outer Continental Shelf, cementing the
relevance of domestic environmental law to that region.®* In doing so, Congress recognized that
the shelf is:”a vital national resource reserve held by the Federal Government for the public,” and
which is “subject to environmental safeguards.”® In fact, Congress even ordered the Secretary of
the Interior, who oversees leasing programs in the region, to “cooperate with the relevant
departments and agencies of the Federal Government” to enforce “environmental laws.”% In

8 Federal Register Vol. 75, No. 69, 18611.

87 See 75 Fed. Reg. at 18,611.

8 42 U.S.C. § 7414(a) (emphasis added).

8 See National Ass’n of Home Builders v. Defenders of Wildlife, 551 U.S. 644, 665 (2007).
% | ockhart v. United States, 546 U.S. 142, 149 (2005).

%1 See 43 U.S.C. § 1333(a)(1).

% See 43 U.S.C. § 1332(3).

% See 43 U.S.C. § 1334(a).
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short, there is no serious argument that EPA lacks authority for its actions. If anything, EPA
would be remiss if it did not account for major offshore oil and gas emissions sources. Offshore
petroleum and natural gas systems GHG emissions must be included in EPA’s overall national
assessment of “all sectors of the economy of the United States,” as required. Thorough data is
needed to develop a national policy that addresses GHG emissions as a whole, and not in a piece—
meal fashion.

Response: EPA agrees with the commenter that it has jurisdiction to gather information from
offshore facilities. See also, Response to EPA-HQ-OAR-2009-0923-1151-16.

Comment Number: EPA-HQ-OAR-2009-0923-1151-16

Organization: American Petroleum Institute

Commenter: Karin Ritter

Comment Excerpt Text:

D. Offshore Petroleum and Natural Gas Production Facilities in the Western Gulf of Mexico

i. EPA Authority Over the Western and Central Gulf of Mexico

Under the proposed Subpart W, offshore petroleum and natural gas production facilities located
in both State administered waters and Mineral Management Services administered Federal
waters would be obligated to report GHG emissions. The platforms in the Western and Central
Gulf of Mexico should be excluded from the reporting rule because the MMS has jurisdiction for
air emissions from facilities on the Outer Continental Shelf (“OCS”).

Under the Outer Continental Shelf Lands Act (“OCSLA”), the Department of Interior (“DOI”)
has the authority to regulate air emissions on the OCS. U.S.C. Section 1334. In California v.
Kleppe, the court held that the OCSLA’s specific grant of jurisdiction to DOI precluded the
application of Prevention of Significant Deterioration regulations to E&P facilities on the OCS.
604 F.2d 1187 (9th Cir. 1979). In so ruling, the court specifically rejected EPA’s argument that
dual jurisdiction over air pollution on the OCS existed between EPA and DOI.

After Kleppe, the 1990 Clear Air Act Amendments established the authority of EPA to regulate
air pollution on the OCS from oil and gas exploration and production facilities (referred to as
“OCS sources”), but as to the Gulf of Mexico, limited EPA’s air pollution jurisdiction over OCS
sources to the area of the Gulf of Mexico east of longitude 87 degrees and 30 minutes and
confirmed DOI’s air pollution jurisdiction to the area of the Gulf of Mexico west of longitude 87
degrees and 30 minutes (“Western and Central Gulf”). Air pollution from OCS activities, 42
U.S.C. Section 7627, provides as follows:

(a)(1) Applicable requirements for certain areas

Not later than 12 months after November 15, 1990, following consultation with the Secretary of
the Interior and the Commandant of the United States Coast Guard, the Administrator, by rule,
shall establish requirements to control air pollution from Outer Continental Shelf sources located
offshore of the States along the Pacific, Arctic and Atlantic Coasts, and along the United States
Gulf Coast off the State of Florida eastward of longitude 87 degrees and 30 minutes (“OCS
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sources”) to attain and maintain Federal and State ambient air quality standards and to comply
with the provisions of part C of subchapter I of this chapter. For such sources located within 25
miles of the seaward boundary of such States, such requirements shall be the same as would be
applicable if the source were located in the corresponding onshore area, and shall include, but
not be limited to, State and local requirements for emission controls, emission limitations,
offsets, permitting, monitoring, testing, and reporting ... The authority of this subsection shall
supersede section 5(a)(8) of the Outer Continental Shelf Lands Act [43 U.S.C.A. Section
1334(a)(8)] but shall not repeal or modify any other Federal, State, or local authorities with
respect to air quality...

(b) Requirements for other offshore areas

For portions of the United States Gulf Coast Outer Continental Shelf that are adjacent to the
States not covered by subsection (a) of this section which are Texas, Louisiana, Mississippi, and
Alabama, the Secretary shall consult with the Administrator to assure coordination of air
pollution control regulation for Outer Continental Shelf emissions and emissions in adjacent
onshore areas. Concurrently with this obligation, the Secretary shall complete within 3 years of
November 15, 1990, a research study examining the impacts of emissions from Outer
Continental Shelf activities in such areas that fail to meet the national ambient air quality
standards for either ozone or nitrogen dioxide. Based on the results of this study, the Secretary
shall consult with the Administrator and determine if any additional actions are necessary.

In proposed Subpart W, EPA has expressly stated that the CAA is the source of its authority for
the proposed rule. Yet, there is no authority under the CAA for the collection of information with
respect to geographic areas or industry segments over which EPA has no jurisdiction, such as the
Western and Central Gulf. See 42 U.S.C. Section 7414(a) (enumerating authorized purposes for
EPA’s seeking information from the regulated community). Instead of EPA jurisdiction over
OCS sources in the Western and Central Gulf, under the CAA, the Secretary of DOI is merely
required to consult with the Administrator of the EPA with respect to OCS emissions with
regards to the Western and Central Gulf, not vice versa.

Congress has recognized that the Western and Central Gulf of Mexico is a unique national
resource. In order to promote and regulate the expeditious and orderly development of this
resource, Congress made a conscious decision to place the regulation of air emissions from OCS
sources with DOI, an agency that has specialized expertise with regard to exploration and
production activities and their effect on both the OCS and onshore environments. Under
OCSLA, Congress has chosen DOI as the lead and exclusive agency for all aspects of air
emissions in the Western and Central Gulf. EPA’s proposed rule undermines Congress’
delegation of this authority to DOI.

Finally, EPA cannot justify applying this proposed rule to the Western and Central Gulf by
stating that it is under a directive to collect information from all industry segments. The general
statement that emissions from all segments should be reviewed cannot be fairly interpreted as an
expansion of jurisdiction where there previously was none. Nor can EPA justify this proposed
rule by stating that “information collection” is not “regulation.” This issue was addressed in the
Williams Companies v. FERC, 345 F.3d 91 (D.C. Cir. 2003). In Williams, the court found that
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the FERC could not require companies to submit certain information relating to pipeline
transportation rates on OCS pipelines because Congress gave DOI (through OCSLA) authority to
regulate open and non-discriminatory access to OCS pipelines.

As applied to OCS sources in the Western and Central Gulf, the proposed rule is beyond EPA
authority, violates both the CAA and OCSLA (and possibly other federal statutes such as the
Administrative Procedures Act, the Paperwork Reduction Act, etc.), and is unfair, overly
burdensome and inefficient. For these reasons, the Western and Central Gulf should be excluded
from the proposed rule.

Response:

The commenter did not respond directly to EPA’s statements in the proposed rule regarding the
agency’s broad authority to collect information under section 114 of the CAA, including from
sources in the Western Gulf. Moreover, these comments reflect a misunderstanding of the scope
of EPA’s authority under section 114 of the CAA. EPA’s authority under CAA Section 114 is
broad, and extends to any person ‘*who the Administrator believes may have information
necessary for the purposes’” of carrying out the CAA, even if that person is not subject to the
CAA. Indeed, by specifically authorizing EPA to collect information both from persons subject
to any requirement of the CAA, and from any person who the Administrator believes may have
necessary information, Congress intended that EPA could gather information from a person not
otherwise subject to CAA requirements. Thus, any limitations that may apply to EPA’s
jurisdiction to restrict or otherwise control emissions of air pollutants from sources in the
Western Gulf would not ipso facto also apply to EPA’s ability to gather information from those
sources.

Moreover, we do not read the case law as narrowly as commenter. California v. Kleppe, in
which the Ninth Circuit found that OCSLA and the legislative history of 1978 Amendments to
the OCSLA demonstrated that the Secretary of Interior had sole authority to promulgate air
quality regulations for OCS sources, is not dispositive regarding EPA’s information gathering
authority.”

When the Kleppe case was litigated, the CAA did not give EPA any express authority over OCS.
In that pre-1990 case questioning EPA’s determination that construction of a floating offshore
storage and treatment facility off the California coast was subject to NSR/PSD requirements and
permitting, the Kleppe court reasoned that Congress had not made its intent clear with respect to
EPA authority over OCS. There, it held that the 1978 Amendments to the OCSLA granted the
Secretary of the Interior the “authority to promulgate air quality regulations for the OCS ” which

% The Kleppe decision clearly focuses solely on authority to regulate. Throughout, the Court addresses regulations
for the control of air quality. (See, e.g., Kleppe 604 at 1195: “[t]he House report [on the 1978 OCSLA
amendments] ... was silent with respect to EPA jurisdiction over the OCS for control of air quality;” “[a]t that
time the proposed air quality provisions were amended to specify that the Secretary would promulgate
requlations;” “the Secretary was to ‘solicit and give due consideration to the views of the Administrator of the
Environmental Protection Agency in developing his regulations;” 1196: “’the statute itself also placed no
apparent limits on the Secretary’s regulatory authority over OCS air quality control.” (Emphasis supplied.)
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authority was not to be shared. Kleppe, 604 at 1187 (emphasis added). However, the decision
says nothing about EPA’s information gathering authority under CAA Section 114.

By contrast, Congressional intent regarding EPA’s information collecting authority has been
quite clear. Congress has consistently broadened EPA’s authority to gather information,
extending it to cover even persons not otherwise subject to the CAA. See, Vol. 9 Response to
Comments, Legal Issues on the 2009 final MRR. (“Congress repeatedly broadened the scope of
persons subject to 114 — first adding any person subject to the CAA in 1977, and then expanding
it to include manufactures of control equipment and any person “who the Administrator believes
may have information necessary for the purposes” of section 114. See H.R. Conf. Rep. 95-564,
Aug. 3, 1977; P.L. 95-95, 88 109(d)(3), 113, 305(d) (Aug. 7, 1977); P.L. 95-190, § 14(a)(22),
(23) (Nov. 16, 1977); P.L. 101-549, 88 302(c), 702(a), (b) (Nov. 15, 1990); see also CED’s Inc.
v. EPA, 745 F.2d 1092, 1097(7th Cir.), cert. denied, 471 U.S. 1015 (1984). Thus, section 114 is
not limited to persons who own or operate an emission sources or are otherwise subject to
regulation under the CAA.”)

Moreover, Congress made its intentions clear with respect to EPA’s authority over the OCS in
the 1990 Amendments to the CAA when it added section 328, “OCS Air Pollution” to the CAA.
Paragraph (b) of 328 addresses the Western and Central Gulf and states that, “the Secretary shall
consult with the Administrator [of the EPA] to assure coordination of air pollution control
regulation for Outer Continental Shelf emissions and emissions in adjacent onshore areas.
Concurrently with this obligation, the Secretary shall complete within 3 years of enactment of
this section a research study examining the impacts of emissions from Outer Continental Shelf
activities in such areas™ that fail to meet the [NAAQS] for either ozone or nitrogen dioxide.
Based on the results of this study, the Secretary shall, consult with the Administrator, and
determine if any additional actions are necessary.” Prior to the 1990 amendments no such
consultation was required under either the CAA or OCSLA. Instead, OCSLA simply required
DOl to cooperate with EPA. 5 U.S.C. §1334(a).

The clear language of the 1990 Amendments indicates that Congress intended that the Secretary
of Interior and Administrator of the EPA each have a role in the Western and Central Gulf.
Indeed, commenter admits that EPA has at least a consultation role regarding sources in the
Western Gulf, but then fails to address whether in fulfilling its role EPA could collect necessary
information. Rather, it merely asserts that EPA has no authority at all to gather information from
sources in the Western Gulf, regardless of whether related to this consultation role,
demonstrating the flaws in their argument. Any limitation of the Agency’s express authority to
issue air quality regulations does not mean that it has no authority there.

Further, as pointed out by other commenters, [see, e.g., EPA-HQ-OAR-2009-0923, 1155-13 and
authorities cited therein] it would be unreasonable to interpret OCSLA to somehow implicitly
repeal EPA’s information gathering authority under Section 114 as it pertains to offshore
activities. OCSLA contains no such language, while on the other hand, Congress was quite clear
regarding EPA’s broad information gathering authority. The argument, as they point out, “runs
foursquare into [the] presumption against implied repeals,” and implied appeals are not favored.

% «[Portions] of the United States Gulf Coast Outer Continental Shelf that are adjacent to the States not covered by
subsection (a) of this section which are Texas, Louisiana, Mississippi, and Alabama....”
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Only where provisions in two statutes are irreconcilable will an implied repeal be countenanced,
and nothing in OCSLA and Section 114 are irreconcilable. As explained elsewhere, EPA has
valid reasons for gathering this information, consistent with carrying out provisions of the CAA,
and none of these interfere with or “undermine” DOI’s authority under OCSLA. Significantly,
even the Kleppe court acknowledged that the conference committee report on the 1978 OCSLA
amendments stated that “it did not intend to affect ‘whatever present authority the Environmental
Protection Agency has in applying and enforcing the Clean Air Act.”” Kleppe 604 at 1196. %

Moreover, aside from the question of whether EPA can directly regulate emissions from sources
in the Western and Central Gulf, EPA is not precluded from performing other tasks, like
requesting air emissions information from such sources. This information gathering exercise is
completely different than that struck down by the court in Williams Companies v. Federal
Energy Regulatory Commission, 345 F. 3d 910 (D.C. Cir. 2003). There, FERC was trying to
rely on the open-access provisions of OCLSA for its authority to gather information, and the
court held that open-access provisions did not confer authority upon FERC to issue regulations.
Here, EPA is not relying on OCSLA for its authority, but rather on the CAA, which, as discussed
above and in Vol. 9, above, which unambiguously grants EPA broad authority to gather
information for purposes of carrying out the CAA."’

Moreover, the information EPA is gathering under this rule from petroleum and natural gas
systems, including those in the Western and Central Gulf, is consistent with the purposes of
section 114, which include carrying out any provision of the CAA. EPA is comprehensively
considering how to address climate change under the CAA, including both regulatory and
nonregulatory options. The information from these and other offshore platforms will inform our
analyses, including options applicable to emissions of any offshore platforms that EPA is
authorized to regulate under the CAA.

9.2 CONFIDENTIAL BUSINESS INFORMATION (CBI)

Comment Number: EPA-HQ-OAR-2009-0923-1015-27
Organization: The Petroleum Association of Wyoming
Commenter: John Robitaille

Comment Excerpt Text:

General Comments — Protection of Sensitive Business Information

On page 56358 of the Federal Register, EPA states they are, “collecting owner and operator
information through the Certificate of Representation (40 CFR 98.4). At this time, EPA is not
proposing to assign unique identifiers to the owners and operators because of the complexity of

% The relevant information gathering provisions of the CAA were in place in 1977. See, Vol. 9, above.

°" Further, as pointed out above, monitoring and reporting rules are not “regulation.” See also, Reconsideration of
Interpretation of Regulations that Determine Pollutants Covered by Clean Air Act Permitting Programs; Final
Rule, 75 FR 17004 (April 2, 2010)
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ownership structures (including percentage shares of owners, subsidiaries, holding companies,
and limited liability partnerships) that can be used in the multiplicity of industrial sectors
required to report emission data under this rule.”

Many PAW members are privately held companies, and consider percentage of shares of owners
confidential business information.

Response: Today’s final rule does not address whether data reported under subpart W will be
released to the public or will be treated as confidential business information (CBI). Please see
Section 11.B of the preamble to today’s final rule for further information regarding the treatment
of CBI and the Proposed Confidentiality Determination for the Mandatory Greenhouse Gas
Reporting Rule and Proposed Rule Amendment Specifying Procedures for Handling Part 98
Data (EPA-HQ-OAR-2009-0924-001) along with the Proposed Confidentiality Determinations
for Data Required Under the Mandatory Greenhouse Gas Reporting Rule Supplemental
Proposal (EPA-HQ-OAR-2009-0924-008) which are located at
http://www.epa.gov/climatechange/emissions/CBI.html#proposal.

Comment Number: EPA-HQ-OAR-2009-0923-1039-23
Organization: Interstate Natural Gas Association of America
Commenter: Lisa Beal

Comment Excerpt Text:
Optical Gas Imaging Instrument Video Records are Business Confidential and Should Not Be
Available via a FOIA Request

For the optical imaging leak screening, the preamble indicates that video records are required
and 898.237(b) specifies that the operator must retain, “Results of all emissions detected and
measurements.” EPA should clarify in the rule text whether video records are required for
compliance with §98.237(b).

INGAA understands that EPA still plans to propose amendments to Subpart A to address
Confidential Business Information (CBI). If that action is completed on a timely basis, it should
identify leak survey video records as CBI. If the Subpart A amendments to address CBI are not
finalized prior to Subpart W promulgation, this issue should be addressed in the Subpart W Final
Rule.

EPA discusses the CBI rulemaking in the October 2009 Final Rule for GHG Mandatory
Reporting. At 74 FR 56287, EPA indicates,

“Through a notice and comment process, we will establish those data elements that are

“‘emissions data’’ and therefore will not be afforded the protections of CBI. As part of that
exercise, in response to requests provided in comments, we may identify classes of information
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that are not emissions data, and are CBI.”

Due to security concerns associated with national industrial operations and energy infrastructure,
it is imperative that facility video records from optical camera leak surveys are afforded
protection as CBI. Optical camera video records should be considered CBI and should not be
available through a Freedom of Information Act (FOIA) request.

Response: Today’s final rule has been revised, EPA does not require retention of a video
recording of the leak detection using optical imaging cameras. Hence, CBI is not relevant in this
case.

Comment Number: EPA-HQ-OAR-2009-0923-1060-15
Organization: Yates Petroleum Corporation
Commenter:

Comment Excerpt Text:
General Comments — Protection of Sensitive Business Information

On page 56358 of the Federal Register, EPA states they are, “collecting owner and operator
information through the Certificate of Representation (40 CFR 98.4). At this time, EPA is not
proposing to assign unique identifiers to the owners and operators because of the complexity of
ownership structures (including percentage shares of owners, subsidiaries, holding companies,
and limited liability partnerships) that can be used in the multiplicity of industrial sectors
required to report emission data under this rule.”

Yates is a privately held company, and considers percentage of shares of owners confidential
business information.

Response: Regarding the protection of sensitive business information, please see the response to
EPA-HQ-OAR-2009-0923-1015-27.

9.3 RELATIONSHIP TO OTHER CLEAN AIR ACT (CAA) PROGRAMS

Comment Number: EPA-HQ-OAR-2009-0923-2345-3
Organization: DFW Regional Concerned Citizens (DFWRCC),
Commenter: Faith Chatham

Commenter Type: Industry - oil and gas Without an actual measure to determine the actual
emissions and testing to determine the composition of the emissions per facility (apparatus or
site), there is no way to effectively enforce these rules. Currently each operator can say that
elevated readings are just part of their normal allowed (or calculated (estimated or guesstimated)
25 tons per year of VOCs.
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I live in Arlington, Texas. Since 2006 “the Arlington City Council and Texas Railroad
Commission has permitted 187 gas wells with accompanying pipelines, storage tanks, and
compression stations. The City of Arlington has 39 completed natural gas drilling applications.
Numerous others have already been heard by the P&Z Commission but have not been heard by
the City Council. Two of these applications currently being considered by the City Council are
for drill sites and Natural Gas pipelines at two sites which are each within three blocks of the
Cowboy Stadium which draws up to 100,000 fans. One is between the stadium and the only
ER/Trauma center in this part of town. If an accident occurs at a well permitted at that site when
there are events at the stadium, 350,000 people could easily be harmed. My estimates include
pupils at a school for the deaf one block from the proposed drill site, patients at a kidney diolisis
center or in a medical office building on two sides of the site, shoppers at the Lincoln Square
Shopping Center in the next block from the site, people driving on 1-30 to the immediate north of
the site, residents in a nursing home one block west of the site, and residents in apartments and
homes around the site. When the stadium was built an increase in automobile traffic is believed
to have impacted air quality yet no baseline testing has been done to measure air quality when
there are no events at the stadium and none has been done when the stadium has capacity crowds
to compare to see if there is a significant difference. Without combining the emissions already in
the neighborhood with projected emissions from a gas drilling/production/storage/compression
or transfer facility, it is impossible to protect the health of those near those sites. Cities should be
limited in permitting new facilities when they are out of air quality attainment levels. Vapor
Recovery Systems should be mandated on all O&G tanks in areas within 3000 feet of doctor's
offices, medical clinics, hospitals, parks, schools, day cares, homes and churches. Citizens who
own or rent homes or apartments or lease business space should be notified if that space is within
3000 feet of a proposed O&G drill, storage, transfer or compression site. Notification should be
for a wider footprint than the mere set-back requirements from adjacent building. These
requirements should be enacted for people in every state. States and local municipalities should
be restricted from issuing new O&G permits in areas where the emissions from already existing
facilities are 1. calculated not accurately measured 2 exceed a cumulate level measured in tons
per year per community set by the EPA utilizing sound science which protects the health of
unborn babies, young children, pregnant women and medically vulnerable people. Oil and Gas
drilling should be restricted adjacent to roads and or intersections with traffic counts exceeding a
level set by the EPA based on sound science showing impairment to the common good by a
potential accident at that site.

Oil and Gas permits should have to demonstrate that an accident at that site impacting the
geographic area common by accidents at similar sites will not result in loss of life to thousands
of people within the mile or half mile (as set by EPA based on sound science) footprint of the
well or facility. When permits are issued at high density population sites, the city and operator
should be required to submit a disaster plan including evacuation plans for venues attracting
large numbers of people, for medical facilities and schools and residences for the handicapped or
elderly.

The route of pipeline serving a O&G well site should be disclosed prior to permitting of the well
to residents and business persons living or renting space within 3000 feet of the drill site,
pipeline, storage or compression station. Renters and business owners and patrons of businesses
should be considered when permits are considered instead of just property owners who sign
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mineral leases.

There should be continuous monitoring of air quality by O&G sites within 1500 feet from day
care centers, hospitals, nursing homes, medical office buildings, shopping centers, schools,
churches, parks, playgrounds, stadiums and residence and along natural gas pipelines with
unodorized gas running in residential neighborhoods and by business or educational
establishments where people regularly.

In Arlington if every wellhead permitted since 2006 is allowed 25 tons of VOCs per well head
and "qualifying apparatus™ just the 187 new wellheads already permitted allows them to emit
nearly 5000 tons of VOCs a year. That is without consideration of storage tanks and compression
stations and emissions from pipelines! With addition of venues which attract thousands of cars
into the region and growth in residential and visitor traffic to the city, we cannot continue to
allow 25 tons per apparatus or site of VOCs. There is no requirement that their calculations are
actually measured. There is no way to effectively enforce the proposed rule unless you mandate
devices to measure the VOCs. Companies might be allowed to utilized actual measurements on
sites until there is a demonstration that the amount of their VOCs and the content of the VOCs is
not harming the people's health or contributing to greenhouse gas in levels which when
combined with emissions industries and practices in the area do not create a cumulative negative
effect on human health and the environment.

Water samples, soil samples, and air samples and blood samples from a sample of residents in
the area should be taken before permits are issued and compared periodically to provide data so
that future decisions can be made regarding the real impact of such activities on human health.
Similar studies should be made on flora and wildlife in the area. It would not be necessary to do
this at every well site but it should be mandated in communities which have sharp escalation in
the number of sites permitted in a few years such as Arlington, Fort Worth and other places in
the Barnett Shale where they permit over 50 new sites a year.

Response: EPA has reviewed this comment, and concludes it is out of scope with today’s final
rule and The Final Mandatory GHG Reporting Rule (“Final MRR”), (40 CFR part 98).

Comment Number: EPA-HQ-OAR-2009-0923-1010-1
Organization: Oklahoma Independent Petroleum Association
Commenter: Burckhalter

Comment Excerpt Text:
EPA should not change the definition of "facility™ in order to aggregate crude oil and natural gas
production sites.

EPA states that most small businesses will fall under the 25,000 mtCO-e threshold and would not
be required to report GHG emissions; however, by requiring an operator to report emissions
from all of their crude oil and natural gas production sites within a basin as a "facility" will
subject many small businesses to the proposed GHG data collection and reporting requirements
which is directly opposite of EPA's stated goal. The proposed aggregation of crude oil and
natural gas production sites is contrary to the Clean Air Act definition of a "facility” and to
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subsequent interpretations that industry and regulators understand. Additionally, EPA is not
applying a new definition of facility and aggregating sites from other industry sectors in the same
fashion (with the exception of Subpart RR). By aggregating sites, the impacts to small crude oil
and natural gas businesses will be significant.

Response: EPA does not agree with the commenter. The commenter does not provide any
details on its claim that the rule “will subject many small businesses to the proposed GHG data
collection and reporting requirements”. EPA through its analysis has in fact determined that the
impact on small businesses will be insignificant. Please see response to EPA-HQ-OAR-2009—
0923-1005-7 and Section 5.2 of the EIA for further details.

EPA also does not agree that the onshore facility definition is contrary to the CAA requirements.
Please see Topic 1: GHG Reporting under Subpart W and the Consolidated Appropriations Act

in Volume 9 of the Response to Comments and the response to EPA-HQ-OAR-2009-0923-1044—
1 for further details.

Comment Number: EPA-HQ-OAR-2009-0923-1044-1
Organization: Colorado Department of Public Health and Environment
Commenter: Kirsten King

Comment Excerpt Text:

However, the State disagrees with the basis for aggregating oil and gas facilities for greenhouse
gas reporting largely because it creates additional inconsistencies between the MRR and
Prevention of Significant Deterioration (PSD) and Title V Operating Permit (Title V') Programs
under the Clean Air Act beyond the existing discrepancies between the rules (i.e. actual vs.
potential to emit, metric vs. short tons, etc.). Specifically, it argues that the rule departs from the
“traditional” source definition under PSD and Title V and places more emphasis on control of
equipment rather than operation or ownership, that it addresses emissions outside of the PSD and
Title V permitting programs’ purview and that the facility definition based upon a hydrocarbon
basin disregards local, state or national boundaries.

Response: As we pointed out in Volume 9, Legal Issues, of the EPA’s Response to Public
Comments for the Final MRR, to which the commenter is referred, there are myriad reasons
supporting EPA’s authority and need to gather information under the rule. In the Advance
Notice of Proposed Rulemaking Regulating Greenhouse Gas Emissions under the Clean Air Act,
74 Fed. Reg. 44354 (July 30, 2008) (ANPR) we articulated the various CAA provisions under
which information gathered about GHGs would be relevant and useful. It is reasonable for the
Agency to collect GHG emissions information from petroleum and natural gas systems to inform
the Agency’s regulation and understanding of GHG emissions under any number of those
programs as well as to carry out its Congressional mandate. The PSD and Title V programs are
only two such relevant programs and it is not appropriate to compare data collection under the
MRR to those programs. The MRR is unique, and its purpose is not limited to either of those
programs. That said, information gathered through this rulemaking will be valuable in
determining how best to administer the PSD and Title V programs, but they are not the only
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programs for which information collected under the MRR might be used. As we have pointed
out previously, this includes the National Ambient Air Quality Standard and State
Implementation Plan programs under 1-7-110 of the Act, New Source Performance Standards
(NSPS) under 111, National Emission Standards for Hazardous Air Pollutants (NESHAP or
MACT) under section 112. Additionally, as has been pointed out elsewhere by other
commenters, the structure of the CAA supports EPA’s position. Its authority under Section 114
of the CAA as the basis for the proposed GHG reporting rule is completely independent from
EPA’s authority for other CAA programs, for example, from EPA’s CAA NSR authority,
including CAA Sections 160-169 and 171-193. As such, EPA regulations promulgated under
these distinct provisions in Section 114 cannot and should not impact the other CAA programs
and vice versa. Therefore, EPA’s definition of “facility” for purposes of the proposed Subpart W
in no way impacts the “facility” definition for similar sources under the NSR program or other
existing CAA programs.

Additionally, information collected from the petroleum and natural gas systems sector is relevant
to the Agency’s understanding of GHG emissions, particularly inasmuch as the sector, by
industry, generates the second largest amount of human-made greenhouse gas emissions in the
United States. Further, as explained in the preamble to the April 2010 proposed rule found in
docket (EPA-HQ-OAR-2009-0923-0002) and accompanying Technical Support Document
(TSD) for today’s final rule found in docket (EPA-HQ-OAR-2009-0923), because of the unique
nature of petroleum and natural gas production facilities, it is reasonable and appropriate in this
rule to define the facility based on the hydrogeologic basin and equipment owned or operated by
the entity holding permits in that basin. The physical boundaries of a production or distribution
owner or operator’s holdings are not discrete such as for other industry segments. And while the
PSD and NSR programs might apply to stationary sources as defined by regulation, the scope of
CAA section 114 is not so limited. The scope of the rule and the authority on which is based is
not limited to regulated sources and to graft a source definition from other regulatory programs
on the rule is neither appropriate nor reasonable, particularly inasmuch as the rule is intended to
apply to or inform a plethora of programs or purposes. Further, while the rule might place
emphasis on equipment owned or operated within the basin, we pointed out in the preamble to
the proposed rule that we had limited the scope of the rule to the most significant emissions
sources in the sector. Although some of those sources might be owned by other than the owner
or operator, they are ultimately under their control and are their ultimate responsibility to control.

Finally, in today’s final rule, we have revised the definition of natural gas processing facilities to
not include gathering lines and boosting stations as an emissions source which should eliminate
some of the commenter’s concerns respecting aggregation.

Comment Number: EPA-HQ-OAR-2009-0923-1044-6
Organization: Colorado Department of Public Health and Environment
Commenter: Kirsten King

Comment Excerpt Text:

These additional inconsistencies between the MRR and PSD and Title V Permit Programs are
sure to create confusion within the regulated community and make the inventory collected
through the MRR inconsistent with permits and permitting inventories. While this confusion may
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lead to what would otherwise be considered as recordkeeping and reporting noncompliance, once
EPA's proposed Tailoring Rule takes effect, these violations may trigger further action under
EPA's High Priority Violator Guidance.

Response: See response to comment EPA-HQ-OAR 2009-0923-1044-1. Further, as stated in the
preamble to The Final Mandatory GHG Reporting Rule (“Final MRR”), (40 CFR part 98), the
preamble to today’s final rule and in Volume 9, Legal Issues, of the EPA’s Response to Public
Comments for the Final MRR, the purpose of the reporting rule is broadly to collect information
to inform the Agency’s understanding of greenhouse gases. The rule does not regulate
greenhouse gas emissions and it is not intended to conform to any particular existing or
contemplated regulatory air program, instead its purpose is simply to gather information, among
other things, about the location and magnitude of emissions of greenhouse gases. While this
information might be used in the future to regulate GHGs by permit or otherwise, such is not the
exclusive purpose in collection of this data. And while there might be potential for some
minimal confusion, all programs are not required to be completely consistent. EPA does not
agree that the MRR will be inconsistent with existing permits and permitting inventories,
because the existing inventories deal with non-GHGs whereas the MRR deals with GHGs in
specific. Further, as to the relationship between the rule and any enforcement initiative, EPA
cannot prognosticate or speculate how information collected under the rule might be used in any
discrete or particular enforcement or compliance matter or initiative in the future. Please see
Section VI of the preamble to The Final Mandatory GHG Reporting Rule (“Final MRR”), (40
CFR part 98), and Volume 8, Compliance and Enforcement, of the EPA’s Response to Public
Comments, dated September 2009.

See preambles and VVolume 9, Legal Issues, of the EPA’s Response to Public Comments for the
Final MRR for a more detailed discussion.

Comment Number: EPA-HQ-OAR-2009-0923-1173-14
Organization: Resolute Energy Corporation
Commenter: Patrick E. Flynn

Comment Excerpt Text:
Annual Report Due Date

Resolute Comments:

Given the vast amount of information that must be collected and compiled, Resolute does not
believe that three months is sufficient time to collect, calculate and QA/QC the data needed to
develop and submit a report. In addition, many industries are already obligated to submit several
data-intensive reports to various agencies, including the EPA, in the first quarter of the year.
These include Title V semi-annual monitoring reports and annual certifications under the CAA;
quarterly deviation reports under the CAA; Discharge Monitoring Reports under the Clean Water
Act; and Tier Il reports under the Emergency Planning and Community Right-to-Know Act.
Resolute requests that the EPA consider requiring annual reports to be submitted by June 30th of
each year. This date would be consistent with other registry programs, such as that established by

952



The Climate Registry.

Response: EPA does not agree with the comment. Please see the preamble (Section 11.J) of The
Final Mandatory GHG Reporting Rule (“Final MRR™), (40 CFR part 98), for the response on the
selection of the reporting deadline.

Comment Number: EPA-HQ-OAR-2009-0923-1202-2
Organization: Enterprise Products
Commenter: Rodney Sartor

Comment Excerpt Text:

Aggregation -The aggregation of gas gathering and processing operations, as proposed in
Subpart W, is inconsistent with current Clean Air Act (“CAA”) regulations and other subparts of
the greenhouse gas reporting program. It is also incompatible with actual ownership and
operation scenarios for affected facilities.

Response: EPA does not agree with the commenter. However, EPA has not included reporting
of emissions from the gathering and boosting systems in today’s final rule. See Section I1.E and
I1.F of the preamble to today’s final rule for further details. For further details on legal authority
to aggregate sources, please see Topic 2: Aggregation of Gathering and Boosting Systems with
Processing Facilities in this document, Volume 9, of the Response to Comments.

Comment Number: EPA-HQ-OAR-2009-0923-1298-60
Organization: Independent Petroleum Association of Mountain States
Commenter: Kathleen M. Sgamma

Comment Excerpt Text:

In the alternative, if EPA decides to proceed with the definition of “Onshore petroleum and
natural gas production facility” as proposed, IPAMS requests that EPA expressly state that “the
facility definitions proposed in this rule do not impact requirements under other EPA regulations,
for example New Source Review (NSR)” in the rule itself, as it did on page 4 of the March 2010
FAQ document for Proposed Subpart W, or at a minimum provide a similar statement in the
preamble to the final rule when it is published in the Federal Register.

Response: With regards to impact of today’s final rule on other programs, please see the
response to EPA-HQ-OAR-2009-0923- 1174-5.
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‘9.4 COMMENTS RELATED TO PROCEDURES

Comment Number: EPA-HQ-OAR-2009-0923-1027-2
Organization: Offshore Operators Committee
Commenter: Allen Verret

Comment Excerpt Text:

98.3(c)(11): Legal name(s) and physical address(es) of the highest-level United States parent
company(s) and the percentage of ownership interest for each listed parent company... Also, on
page 18613 of the Federal Register, under C. Definition of the Source Category, EPA states that
“identifying the facility is clear since there are physical boundaries and ownership structures that
lend themselves to identifying scope of reporting and responsible reporting entities.

OOC Comment: While the facility itself may have a single or multiple owners, each
development and/or production field tied back to the facility may have multiple owners as well.
This may significantly complicate the determination of percentage of ownership interest for each
reporting entity. We feel the EPA should more clearly define the reporting expectations of
ownership specific to offshore petroleum and natural gas facilities, and either remove the
requirement to report percent ownership for offshore facilities, or clearly define facility
ownership as applying only to the facility itself, and not its associated production fields.

Response: EPA has reviewed this comment. Please see Section 98.3 and 98.4 of The Final
Mandatory GHG Reporting Rule (“Final MRR”), (40 CFR part 98), which address reporting
requirements and ownership issues. Furthermore, today’s final rule amends Section 98.2 on who
must report, requiring reporting from “owners and operators of any facility that is located in the
United States or under or attached to the Outer Continental Shelf (as defined in 43 U.S.C.
§1331)...” and contains definitions for “offshore” and the *“outer continental shelf.”

Comment Number: EPA-HQ-OAR-2009-0923-1173-6
Organization: Resolute Energy Corporation
Commenter: Patrick E. Flynn

Comment Excerpt Text:
EPA should require that annual reports be submitted by June 30th of each year.

Response: EPA disagrees with the comment and is retaining the annual reporting due date of
March 31. Please see the preamble (Section 11.J) of The Final Mandatory GHG Reporting Rule
(“Final MRR”), (40 CFR part 98), for the response on the selection of the reporting deadline.

9.5 COMMENTS ON PORTABLE EQUIPMENT REPORTING REQUIREMENT
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Comment Number: EPA-HQ-OAR-2009-0923-3524-3
Organization: Chesapeake Energy Corporation
Commenter: Grover Campbell

Comment Excerpt Text:

Emissions from Portable Non-self-propelled Equipment Should be Exempt Under Subpart W.
EPA should not require reporting emissions from non-stationary and portable sources under
Subpart W for the following reasons.

First, EPA is requesting the collection of this data under its Section 114 authority. Section 114 of
the CAA allows the Administrator to “require any person who owns or operates any emission
source . . . or who the Administrator believes may have information” to provide it in response to
an information request. 42 U.S.C. § 7414 (emphasis added). Non-stationary and portable
equipment is typically owned by contract service companies, not site operators. Moreover, in
many cases, site operators do not have the operational data or the necessary records to perform
the calculations necessary to certify the accuracy of GHG emissions data. Regardless of whether
the equipment is stationed at a well site for more than 30 days, this equipment is often moved
from well to well and between operators. Furthermore, because the site operator does not own
this equipment, the site operator does not control its operation, does not perform or schedule its
maintenance, and is not responsible for collecting the fuel consumption data. In short, EPA has
greatly underestimated the difficulties site operators will face trying to track equipment and
estimate emissions from field portable equipment that is owned and operated by third-parties.
Therefore, consistent with its Section 114 authority and other provisions of the CAA, EPA
should adopt provisions that determine applicability based on whether the party owns and/or
operates a source. See, e.g., 42 U.S.C. 8 7414(a)(1); 42 U.S.C. § 7410(a)(2)(F) (requiring owners
and operators of stationary sources to install maintain and replace equipment in order to monitor
emissions from sources); 40 C.F.R. § 60 .752 (establishing air emissions standards for owners
and operators of municipal solid waste landfills).

Second, requiring petroleum and natural gas systems to report emissions from portable
equipment under Subpart W would be inconsistent with EPA's approach elsewhere in the MRR.
Requiring site operators to report these emissions under Subpart W places a disproportionate
burden on the petroleum and natural gas systems sector because other provisions in the MRR,
such as Subpart C, provide an express exemption for portable equipment, emergency generators,
and emergency equipment. See 74 Fed. Reg. at 56,289 (Oct. 30, 2009). Similarly, the MRR does
not require the reporting of emissions from other types of construction activities, such as
housing, commercial building, or roadways. See 74 Fed. Reg. at 56,266-67 (Oct. 30, 2009).
Third, EPA's Section 114 authority is limited to emissions from stationary sources. 42 U.S.C . §
7414(a). The term "stationary source™ is defined as "any building, structure facility, or
installation which emits or may emit any air pollutant.” 42 U.S .C. § 741 1(a)(3). It does not
include portable equipment. Id EPA has cited no authority for extending the definition of
stationary source to portable equipment that is stationed at a wellhead for more than 30 days in a
reporting year. See 75 Fed. Reg. at 18,637 . Even if EPA were to adopt this provision despite it
being contrary to law, the practical implication of imposing a 30 day limit on the equipment is
that some site operators would change out the pieces of portable equipment onsite every 29 days
to avoid these recordkeeping and reporting obligations.

955



Fourth, to require petroleum and natural gas systems to report emissions from portable
equipment would also result in double counting of emissions and inaccuracies in the inventory.
Providing an exemption for this equipment under Subpart W is reasonable because the vast
majority of these engines are fired by diesel fuel and their emissions will be reported by suppliers
of petroleum products under Subpart MM. Fifth, requiring estimates of the emissions from
portable and leased equipment would greatly increase the reporting burden on the oil and gas
industry without a corresponding increase in emissions reporting coverage. Emissions from
portable equipment are such a small portion of the overall inventory that “the reporting of [these]
GHG emissions is unreasonable given the cost of monitoring and the relative level of GHG
emissions.” See 74 Fed. Reg. at 56,291 (Oct. 30, 2009).

Finally, EPA could use other alternatives to estimate the emissions from this equipment because
the total number and type of wells completed in the U.S. are well known facts. For instance, EPA
could easily obtain a reasonable estimate of those GHG emissions using the Natural Gas Star
data. The data provided from the Natural Gas Star program could be added to EPA's inventory to
get a more complete emissions estimate for drilling and completing wells in the inventory.
Therefore, it is unnecessary for EPA to impose this additional and disproportionate burden on
petroleum and natural gas systems by requiring facilities to report emissions from portable
equipment.

Response: First, EPA disagrees with the commenter on its authority to collect information from
contracted equipment. Please see the response to EPA-HQ-OAR-2009-0923-1031-21 for further
details.

Second, the EPA does not agree that requiring emissions from portable equipment is inconsistent
with the general approach in the MRR. For further details, please see the response to EPA-HQ—
OAR-2009-0923-1015-35.

Third, In today’s final rule, EPA has removed the 30-day at wellhead clause for all portable
equipment that have to be monitored. For further details, please see the response to EPA-HQ—
OAR-2009-0923-1170-7. EPA’s authority under Section 114 is not limited to collection of
information from “stationary sources” as defined by the PSD/NSR program. See Volume 9,
Legal Issues, of the EPA’s Response to Public Comments for the Final MRR.

Fourth, EPA is not excluding combustion emission under Subpart W because of double counting
under Subpart MM. For further information, please see the response to EPA-HQ-OAR-2009—
0923-1042-26.

Fifth, EPA has clarified language and provided equipment threshold for external combustion
equipment that will result in a reasonable burden on reporter to monitor portable, contracted,
rented, and leased equipment. Please see response to EPA-HQ-OAR-2009-0923-1151-104 for
further details.

Finally, EPA cannot use data from the Natural Gas STAR Program. For further information
please see the response to EPA-HQ-OAR-2009-0923-1004-2.
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Comment Number: EPA-HQ-OAR-2009-0923-0582-8
Organization: Western Climate Initiative (WCI)
Commenter: Michael Gibbs

Comment Excerpt Text:

The WCI supports the proposed approach in SECTION 98.230(a)(2) of including portable non—
self-propelled equipment within scope of onshore petroleum and natural gas production in
Subpart W. Portable equipment may account for a substantial portion of emissions in this
industry segment. However, WCI recommends that all portable equipment be included, rather
than only the equipment stationed at a wellhead for more than thirty days, as proposed in
SECTION 98.231(b). Portable equipment used in drilling, completions and workovers may often
be on site for less than thirty days, but nevertheless collectively account for significant
emissions. Because onshore production entities will report emissions at the basin level,
recordkeeping would be simplified and verification would be easier without the necessity for
tracking the time each piece of portable equipment was at a given wellhead. Given that the
impacts of greenhouse gases depend primarily on global rather than local concentrations, the
usual rationale for ignoring short-term temporary sources does not apply here.

Response: Please see the response to EPA-HQ-OAR-2009-0923-1040-5 for more details on
reporting requirements for portable equipment.

EPA has removed the 30-day at wellhead clause for all portable emissions sources. For further
details, please see the response to EPA-HQ-OAR-2009-0923-1170-7.

Comment Number: EPA-HQ-OAR-2009-0923-1031-23
Organization: Anadarko Petroleum Corporation
Commenter: William W. (Bill) Grygar

Comment Excerpt Text:

The vast majority of engines included in this category are fired by diesel fuel. The amount of
GHG emissions (both point and fugitive) from these portable non-self propelled equipment
sources would be from combustion of diesel fuel. Emissions from non-road engines are
exempt from reporting under Subpart C. Reporting GHG emissions from these engines
under Subpart W would result in double counting of emissions since emissions from the
combustion of diesel fuel are reported by suppliers of petroleum products under Subpart
MM.

Response: EPA would like to clarify that since the emissions from portable combustion sources
in onshore production is large, Subpart W requires the reporting of onshore production portable
combustion emissions under Subpart W in today’s final rule, overriding the exemption in
Subpart C. EPA is not excluding combustion emission from engines under Subpart W because of
double counting under Subpart MM. For further information, please see the response to EPA—
HQ-OAR-2009-0923-1042-26.

Comment Number: EPA-HQ-OAR-2009-0923-1039-27
Organization: Interstate Natural Gas Association of America
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Commenter: Lisa Beal

Comment Excerpt Text:

References to “portable” equipment: It is apparent that EPA expects emissions from portable
equipment at production wellheads to be reported, but not portable equipment from other
segments or applications. §98.230(a)(2) includes portable equipment for onshore production and
898.231(b) indicates emissions should be reported for portable equipment stationed at a
wellhead. For clarity and to avoid confusion with underground natural gas storage wells, INGAA
recommends revising 898.231(b) indicate, “You must include combustion emissions from
portable equipment that cannot move on roadways under its own power and drive train and that
is stationed at an onshore production wellhead...”

Response: EPA agrees with the commenter. EPA has clarified that the reporting of portable
equipment applies only to onshore production. This clarification has been provided in Section
98.232 of the rule.

Comment Number: EPA-HQ-OAR-2009-0923-1058-10
Organization: Colorado Oil and Gas Association
Commenter: Tisha Conoly Schuller:

Comment Excerpt Text:

98.231 Reporting threshold.

Including emissions from drilling rigs located on a well for more than 30 days is unnecessary.
See paragraph one under comments listed under § 98.230 above.

Response: EPA disagrees with the commenter on emissions from drilling rigs. Please see the
response to EPA-HQ-OAR-2009-0923-1170-7 and EPA-HQ-OAR-2009-0923-1015-35 for
further details.

Comment Number: EPA-HQ-OAR-2009-0923-1060-8
Organization: Yates Petroleum Corporation
Commenter:

Comment Excerpt Text:
General Comments — Portable and Standby Equipment

EPA states, “For applying the threshold defined in 98.2(a)(2), you must include combustion
emissions from portable equipment that cannot move on roadways under its own power and
drive train and that is stationed at a wellhead for more than 30 days in a reporting year, including
drilling rigs, dehydrators, compressors, electrical generators, steam boilers, and heaters.” This
requirement is unclear. Must it be the same piece of equipment (i.e., what if there are three
different portable engines that together add up to >30 days)? It is important to note that
equipment often moves from well site to well site, however, as written in the rule it appears that
equipment must be tracked by basin. While it is common to track equipment by asset or business
line, crossing basins will make this reporting requirement difficult to comply as it is information
not currently tracked in this manner.
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98.234(a) will require standby equipment to be included in annual leak detection which is overly
burdensome: by nature, standby equipment is operated in short intervals, and is often operated in
place of other equipment that would otherwise be emitting GHG emissions. Also, this
requirement would force YPC field personnel to make multiple trips to each wellhead each year
to quantify emissions that are otherwise minimal.

Response: EPA has removed the 30-day at wellhead clause for all portable emissions. For
further details, please see the response to EPA-HQ-OAR-2009-0923-1170-7. In regards to
tracking equipment by basin, please see response to EPA-HQ-OAR-2009-0923-1060-4.

In today’s final rule, the use of word standby is used only to refer to an operational mode for a
compressor. EPA has determined that most reporters understand the term standby with regard to
compressors. EPA has clarified the term in today’s final rule. Please see the response to EPA—
HQ-OAR-2009-0923-1206-59. EPA has also clarified in today’s final rule that onshore
production compressors only need to use an emissions factor to estimate process emissions
(vented and equipment leaks) — no measurements are needed in the three modes of operation.

Comment Number: EPA-HQ-OAR-2009-0923-1151-23
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Section 98.231(a) Reporting threshold. Section 98.231(a) says to report emissions from
petroleum and natural gas systems defined in Section 98.230. Section 98.231(b) says in applying
the reporting threshold, include emissions from portable equipment that are stationed at a well
head for more than 30 days in a reporting year. Section 98.230 does not include the same 30 day
provision. Rather Section 98.230(a)(1) for onshore facilities says the facility includes “portable
non-self-propelled equipment (including by not limited to well drilling and completion
equipment, workover equipment, gravity separation equipment, auxiliary non-transportation—
related equipment, and leased, rented or contracted equipment).” EPA should clarify that
emissions associated with portable equipment stationed at a well-head less than 30 days are not
reported. Reporting of portable equipment stationed on a well head less than 30 days will
significantly add to the already burdensome requirements of the rule.

Response: EPA has removed the 30-day at wellhead clause for all portable emissions sources.
For further details, please see the response to EPA-HQ-OAR-2009-0923-1170-7. EPA has
clarified language and provided equipment threshold for external combustion equipment that will
result in a reasonable burden on reporter to monitor portable, contracted, rented, and leased
equipment. Please see response to EPA-HQ-OAR-2009-0923-1151-104 for further details.

Comment Number: EPA-HQ-OAR-2009-0923-1174-7
Organization: Devon Energy Corporation
Commenter: Richard Luedecke

Comment Excerpt Text:
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Portable Equipment Combustion Emissions

Devon contends that tracking and estimating emissions from portable combustion devices (e.g.,
drilling rigs, dehydrators, compressors, electrical generators, steam boilers, and heaters) that are
stationed at a wellhead for more than 30 days in a reporting year would be resource intensive and
complicated since this equipment is moved from well to well and between operators several
times during the year. In many cases, the equipment is operated by contractor service companies
and the facility owner or operator would, in most cases, not have the necessary records to
estimate emissions and to certify the accuracy of GHG emissions data from these portable
sources.

In order to minimize the burden of reporting emissions from third party owned/operated sources,
we suggest limiting this requirement to the most prevalent sources, specifically drilling rigs and
rental compression.

Response: EPA has removed the 30-day at wellhead clause for all portable emissions sources.
For further details, please see the response to EPA-HQ-OAR-2009-0923-1170-7.

In today’s final rule, EPA has restricted the list of portable combustion equipment required to
report. However, EPA disagrees with limiting the list to just drill rigs and rental compression.
For further details, please see Section I1.F of the preamble. To further decrease the burden on the
industry, EPA has provided an equipment threshold for external combustion equipment in
onshore production and natural gas distribution. For further clarification, please see the response
to EPA-HQ-OAR-2009-0923-1024-23. EPA has clarified language and provided equipment
threshold for external combustion equipment that will result in a reasonable burden on reporter to
monitor portable, contracted, rented, and leased equipment. Please see response to EPA-HQ—
OAR-2009-0923-1151-104 for further details.
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9.6 COMMENTS ON LEASED/RENTED EQUIPMENT REPORTING
REQUIREMENT

Comment Number: EPA-HQ-OAR-2009-0923-1004-15
Organization: Natural Gas Supply Association
Commenter: Patricia W. Jagtiani

Comment Excerpt Text:
Because Reporting Responsibility for Onshore Natural Gas Production Can Be Complicated,
EPA Should Provide Safeguards

The proposed Subpart W overlooks significant complications associated with determining
reporting responsibility for onshore production wells. A single well can be owned by one entity,
be operated by another entity, lease portable equipment from a third entity, and have that
portable equipment operated by yet another entity. In these situations, the entities that directly
operate certain equipment are in the best position to gather emissions data for that equipment,
whereas other entities working at the same well site have limited ability to verify that data. Yet
the proposed rule places the burden of reporting entirely on the owner of the well or the holder of
the operating permit. This requirement could place onshore natural gas production entities in the
impossible situation of being held to account for errors or omissions committed by third parties.
NGSA respectfully requests that EPA address this concern by taking the following steps:

a. Allow Reporting Entities to Reasonably Rely on Operators. NGSA is

concerned that in cases where a reporting entity must collect emissions data from other

entities operating equipment at a particular well, the reporting entity could be held liable

for non-obvious errors or omissions committed by those other entities. The Reporting

Rule should allow reporters to reasonably rely on data supplied by operating companies
associated with the production well. This “safe harbor” would not, of course, apply

where reliance is unreasonable, such as when the reporting entity has reason to know that

data is erroneous or false.

b. Disallow “Vicarious Liability” for Errors Committed by Reporting Entity.

NGSA is also concerned that entities in the onshore natural gas production sector that
provide emissions data to reporting entities may then be held liable for subsequent errors
or omissions committed by that reporting entity. EPA should clarify that an entity that
provides properly collected emissions data to a reporting entity will not be held liable if
that reporting entity commits an error or omission in reporting that data to EPA.

c. Extend annual report submission deadline for onshore production facilities.

NGSA is concerned that the annual deadline of March 31 for submission of emission
reports will not allow sufficient time for production well owners and operators to collect
and compile all necessary data from all entities responsible for operating the well.
Therefore, NGSA respectfully requests that EPA extend the annual reporting deadline by
90 days for entities in the onshore production sector.
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Response: Regarding item a, allow reporting entities to reasonably rely on operators, please see
Section II.F of the preamble in today’s final rule for a discussion of the role of the Designated
Representative and also comment response EPA-HQ-OAR-2009-0923-1167-39.

Regarding vicarious liability, the focus of the rule is on reporting by owners or operators through
a Designated Representative or Alternate Designated Representative and not third parties who
might provide emissions data to the reporting entity. Owners or operators are free to provide or
arrange for any third party indemnification which they might feel appropriate. See also, Section
VI of the preamble to the October 2009 Greenhouse Gas Reporting Rule.

Concerning extension of the reporting period, EPA has determined not to extend the deadline.
However, please also refer to Section Il.F of the preamble in today’s final rule for a discussion of
data reporting requirements and the option to use Best Available Monitoring Methods.

The designated representative (DR) is the entity that is responsible for submitting the emissions
data pursuant to today’s final Rule. Please see the response to EPA-HQ-OAR-2009-0923-1024—
16.

Comment Number: EPA-HQ-OAR-2009-0923-3568.4-5
Organization: American Petroleum Institute
Commenter: Karen Ritter

Comment Excerpt Text:

Fourth, another key issue for the industry is its ability to track and estimate emissions from field
portable combustion devices that are stationed at a wellhead for more than 30 days in a reporting
year. EPA should require a less resource intensive and complicated approach that recognizes that
this equipment is moved from well to well or between operators several times during the year.
Similarly, API does not agree with EPA’s extension of the reporting requirements to include
rental and other equipment that is neither owned nor operated by the reporter.

Response: EPA took all comments on portable equipment into consideration and has removed
the 30-day at wellhead clause in today’s final rule to avoid practical issues with determining the
time the portable equipment is at the wellhead. Please see the response to EPA-HQ-OAR-2009—
0923-1170-7 for further details.

EPA disagrees with the commenter to exclude rental and other equipment from the reporting
rule. For further details, please see the response to EPA-HQ-OAR-2009-0923-1031-21.

9.7 COMMENTS ON REPORTING OF CONTRACTOR EMISSIONS
Comment Number: EPA-HQ-OAR-2009-0923-1040-5

Organization: American Exploration & Production Council
Commenter: V. Bruce Thompson
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Comment Excerpt Text:

3. Emissions from portable non-self-propelled equipment (such as well drilling and completion
equipment, workover equipment, gravity separation equipment, auxiliary non-transportation
related equipment) do not need to be reported.

EPA should delete the reporting of emissions from these non-stationary and portable sources.

EPA should simply use its own updated total emissions estimates for these sources. The huge

added expense for industry to calculate, keep records, and report emissions from thousands of
these temporary sources is not justified by the small incremental emissions reporting accuracy
EPA many be expecting from this approach. More specifically:

* Most wells arc drilled and completed using contract service companies. EPA underestimates
the difficulty of tracking equipment and estimating emissions from field portable equipment that
are operated by third parties even when stationed at a well site for more than 30 days. Complying
with this requirement as proposed would be very resource intensive and complex since this
equipment is often moved from well to well and between operators. In many cases, site operators
would not have the operational data to perform the needed calculations and/or the necessary
records to certify the accuracy of GHG emissions data. When the site operator does not control
the operation or maintenance of the equipment, it is not appropriate to require reporting and
compliance tasks of the well site operator because they do not participate in engine maintenance
or the collection of fuel use data. All other Clean Air Act programs establish applicability based
on whether a party owns and/or operates a source because it is not feasible for someone who
does not control the day-to-day operation of a source to collect the required information or
monitor the source's usage. No other industry sector is required to report contractor's emissions
for this reporting rule.

* All of these activities are non-stationary source and temporary construction activities that
should be excluded just as other construction activities (housing, commercial building, roadways,
etc) are excluded. Requiring estimates of these emissions greatly increases the reporting burden
on the oil and gas industry without a corresponding increase in emissions reporting coverage.

* The total number and type of wells completed in the U.S. is well known; therefore, EPA could
easily obtain a reasonable estimate of those GHG emissions using the Natural Gas STAR data
mentioned above. EPA could then add-on the emissions estimates for drilling and completing
wells to the inventory.

* The vast majority of engines included in this category are fired by diesel fuel. The vast amount
of GHG emissions (both point and fugitive) from these portable non-self propelled equipment
sources would be from combustion of diesel fuel. Emissions from non-road engines are exempt
from reporting under Subpart C. Reporting GHG emissions from these engines under Subpart W
would result in double counting of emissions since emissions from the combustion of diesel fuel
are reported by suppliers of petroleum products under Subpart MM.

Response: EPA disagrees with the commenter on emissions from portable equipment. The
emissions contribution from portable equipment is significant enough to warrant data collection.
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Please see the responses to EPA-HQ-OAR-2009-0923-1015-35 and EPA-HQ-OAR-2009-0923—
1170-7 for further details.

EPA has removed the 30-day clause from today’s final rule. Please see response to EPA-HQ—
OAR-2009-0923-1170-7 for further details.

Comment Number: EPA-HQ-OAR-2009-0923-0582-7
Organization: Western Climate Initiative (WCI)
Commenter: Michael Gibbs

Comment Excerpt Text:

Contractor Emissions The WCI supports the EPA’s proposed inclusion of contracted equipment
within the onshore petroleum and natural gas production definition. The inclusion of contracted
equipment is critical to ensuring that facilities with different operational structures have equitable
coverage in a reporting (or cap and trade) program and that a complete profile of emissions from
the production sector is obtained. Owners or operators will have the ability to include within
contract terms that contractors must provide sufficient data to enable a complete greenhouse gas
emissions report to be submitted. The WCI also notes that as greenhouse gases are a pollutant,
overall responsibility for their release would seem to rest with the owner of the facility, instead
of with contracted operators.

Response: EPA agrees with the comment. For a more detailed discussion of the inclusion of
contracted equipment, please see Section I1.E or Section Il.F of the preamble of today’s final
rule.

Comment Number: EPA-HQ-OAR-2009-0923-1031-21
Organization: Anadarko Petroleum Corporation
Commenter: William W. (Bill) Grygar

Comment Excerpt Text:

Most wells are drilled and completed using contract service companies. EPA underestimates the
difficulty of tracking equipment and estimating emissions from field portable equipment that are
operated by third parties even when stationed at a well site for more than 30 days. Complying
with this requirement as proposed would be very resource intensive and complex since this
equipment is often moved from well to well and between operators. In many cases, site operators
would not have the operational data to perform the needed calculations and/or the necessary
records to certify the accuracy of GHG emissions data. When the site operator does not control
the operation or maintenance of the equipment, it is not appropriate to require reporting and
compliance tasks of the well site operator because they do not participate in engine maintenance
or the collection of fuel use data. All other Clean Air Act programs establish applicability based
on whether a party owns and/or operates a source because it is not feasible for someone who
does not control the day-to-day operation of a source to collect the required information or
monitor the source’s usage. No other industry sector is required to report contractor’s emissions
for this reporting rule, and the oil and gas industry should not be subject to a different standard.
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Response: EPA does not agree with the commenter. With regards to tracking and gathering
relevant information on third party equipment and contractor equipment, please see the response
to EPA-HQ-OAR-2009-0923-1170-7 for further details.

As articulated in the preamble to the Final Mandatory GHG Reporting Rule (“Final MRR”), (40
CFR part 98) as well as in the MRR Response to Comments, Vol. 9, Legal Issues, the scope of
Section 114 is quite broad and applies beyond persons who own or operate an emission source or
who are otherwise subject to regulation under the CAA. Its purpose extends to the collection of
information for “carrying out any provision” of the Act (emphasis supplied). We note, however,
that subpart W does not require a contractor or third party to report emissions; that responsibility
lies with the owner or operator of the applicable subcategory and industry sector. Section 114
(@)(2) provides that the Administrator may require any person who owns or operates an
emissions source to collect and provide relevant CAA information to EPA. As explained, the
owner or operator is in the best position to collect and report that information to the Agency.

The fact that emissions might be generated by equipment or processes owned by a party
independent of the owner or operator of a particular facility is of not determinitive. The owner
or operator has ultimate responsibility for the facility and the obligation and responsibility to
assure that the required information can be collected through legally binding contracts, leases, or
other agreements. This position that an owner or operator, through contract or other third-party
agreement, cannot otherwise shirk CAA responsibility has long been that of the Agency(see
authorities cited below). In recognition, however, of the fact that such contractual, lease or other
binding provisions might not be in place in all instances, the rule allows a period of time during
which best available monitoring methods may be applied. See Section I1.F of the preamble to the
final Subpart W rule for further details.

Although the MRR is not delimited by other CAA programs such as NSR or Title V, and EPA
deems it inappropriate to tailor the provisions of the reporting rules to any specific program, we
have explained this concept numerous times in the context of NSR or Title V which is here
instructive and of precendtial value. The premise underlying this position lies in the notion that
the owner or operator has the power to control, the “...power of authority to guide, manage, or
regulate the pollutant-emitting activities of those facilities....” See, Guidance for Major Source
Determinations at at Military Installations under the Air Toxics, New Source Review, and Title
V Operating Permit Programs of the Clean Air Act in Memorandum for Major Source
Determinations for Military Installations, John S. Seitz, Director, Office of Air Quality Planning
and Standards, August 2, 1996. Therein it is explained that because the contracting entity can
control the contract operator’s performance through contract terms, contract-for-service activities
are considered part of a source. Likewise, the Agency has flatty stated its policy that “temporary
and contractor-operated units [must] be included as part of the source with which they operate or
support” and “that there are no provisions in title | or title V of the Act, or in regulations
developed pursuant to them, for excluding contracted or temporary operations in defining major
sources.” Letter from John S. Seitz to Lisa J. Thorvig, Division Manager, Minnesota Pollution
Control Agency, November 16, 1994. The underlyling rationale for including sources over
which an owner or operator exercises control in making major source determinations in the
permitting context is thoroughly explained in 1995 guidance, Letter from William Spratlin,
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Director, Air, RCRA, and Toxics Division, EPA Region VI, to State and Local ir Directors,
September 18, 1995

A more detailed discussion of this issue is found in Section I1., Petroleum and Natural Gas
Systems, of the preamble.

Comment Number: EPA-HQ-OAR-2009-0923-1167-39
Organization: Noble Energy, Inc
Commenter: Brian K. Lockard

Comment Excerpt Text:

Section 98.233(j) Onshore production and processing storage tanks. The rule indicates that this
source applies to “emissions from atmospheric pressure storage tanks receiving produced liquids
from onshore petroleum and natural gas production facilities (including stationary liquid storage
not owned or operated by the reporter.)” Noble believes that compliance with the requirement for
“including stationary liquid storage not owned or operated by the reporter” is overly burdensome
and will not be practical because a reporter may not have access to the necessary operational data
(i.e. throughput) nor legal access to the tankage to collect required samples (e.g. sales oil for API
gravity and Reid vapor pressure) to perform the required calculations. Therefore, Noble requests
that this section only applies when the tank is owned or operated by the reporting entity.

Response: EPA has revised Section 98.233(j) to make it clear that regardless of ownership of
atmospheric pressure storage tanks receiving produced liquids from onshore petroleum and
natural gas production facilities (including stationary liquid storage), it is the onshore petroleum
and natural gas production owner or operator who must report. For further details on legal
authority to require reporting from leased, rented, and contracted equipment, please see the
response to EPA-HQ-OAR-2009-0923-1031-21.

In addition, EPA provided methods in today’s final rule that do not require the operational data
from contractors (other than beneficial use or flaring of tank vapors) to estimate emissions. For
example, the reporter can sample the low pressure separator oil and assume that all of the GHG
dissolved in the oil is emissions. See response to EPA-HQ-OAR-2009-0923-1305-48 for further
details on this option.

Comment Number: EPA-HQ-OAR-2009-0923-1196-2
Organization: Independent Petroleum Association of New Mexico
Commenter: Karin V. Foster

Comment Excerpt Text:

This rule will require owners of a site to report GHG emissions resulting from rental and portable
equipment located at a well head. Often, the owner of the site does not have emission
information, or relies on information provided by a rental company (i.e., Compressor Systems,
Inc.) that may or may not be accurate or acceptable by EPA standards. Note that §98.4(e)
requires that emissions reports be certified by a “Designated Representative.” The Designated
Representative must therefore ultimately certify emissions for units they do not control, and there
IS no guarantee those emissions are auditable, verifiable, etc. IPANM requests that the EPA
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determine that emissions from equipment that is on-site, but not under common ownership, does
not need to be reported by the site owner.

Response: EPA disagrees with the commenter. With regards to the legal aspect of reporting
emissions from equipment that is not under common ownership, please see the response to EPA—
HQ-OAR-2009-0923-1031-21. In regard to collecting relevant data and reporting from portable
equipment, see response to EPA-HQ-OAR-2009-0923-1170-7 for further details.

Comment Number: EPA-HQ-OAR-2009-0923-1201-16
Organization: North Slope Burough
Commenter: Edward S. Itta

Comment Excerpt Text:

Similarly, EPA should include all emissions from contracted equipment in the reporting
requirements for the final rule—particularly in light of the extensive outsourcing within the
industry. These emissions should be accounted for and aggregated with the contracting operator
for threshold determinations.

Response: EPA agrees with the commenter and has retained the requirement for reporting of
emissions from contracted equipment. Please see Section 11.D of the preamble of today’s final
rule for more details.

Comment Number: EPA-HQ-OAR-2009-0923-1298-55
Organization: Independent Petroleum Association of Mountain States
Commenter: Kathleen M. Sgamma

Comment Excerpt Text:

As is common practice in the industry, operators contract with service companies to drill and
complete their wells. Complying with this requirement as proposed would be very resource
intensive and complex since this equipment is often moved from well to well, between operators,
and even between geologic basins. In addition, since this equipment is controlled and maintained
by third-party contractors, operators do not have access to the necessary information or data to
report their emissions, or to certify as to the quality of any data that they might be able to obtain.
All other CAA programs establish applicability based on whether a party owns and/or operates a
source because it is not feasible for someone who does not control the day-to-day operation of a
source to collect the required information or monitor the source’s usage. No other industry sector
is required to report contractor’s emissions under EPA’s MRR, and it should not be required
under proposed Subpart W. IPAMS requests that EPA remove this requirement.

Response: EPA disagrees with the commenter. With regards to the legal aspect of reporting
emissions from equipment that is not under common ownership, please see the response to EPA—
HQ-OAR-2009-0923-1031-21 As regards collecting relevant data and reporting from portable
equipment, see response to EPA-HQ-OAR-2009-0923-1170-7 for further details.
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Comment Number: EPA-HQ-OAR-2009-0923-1032-3
Organization: State of New Mexico
Commenter: Jim Norton

2) Defining contractors as reporting entities would create problems with compliance and
coverage of emissions.

Some commenters may suggest, as an alternative approach, that contractors themselves should
be defined as reporting entities and be required to report their emissions directly to EPA. We
consider this to be very problematic from the perspectives of compliance and coverage of
emissions.

Proposed Subpart W currently defines reporting entities for onshore oil and gas production based
on the holding of state drilling permits or state permits to operate oil and gas wells. This provides
a known universe of potential reporting entities, which aids in ensuring compliance. The drilling
or operating permit determines the accountability for the site. Companies which provide rental,
leased or contracted equipment are not generally required to have permits specific to oil and gas
production, which means that the universe of potential reporters who are contractors is unknown.
This would greatly hinder effective compliance activities by EPA or state agencies.

Compliance would also be hindered by the transient nature of the emitting activities of
contractors, given that some of the activities may occur at a given location for only a short period
of time. Most regulatory and tracking systems are based on a specific physical location, and
determining compliance for an entity which might operate a number of different locations, each
for a short period of time, would be extremely difficult.

Companies providing rented, leased and contracted equipment range widely in size, from large
multinational corporations to numerous small businesses. Many of the smaller companies would
not exceed the 25,000 metric ton CO2e reporting threshold, and these unreported emissions may
be substantial.

Response: EPA has retained the requirement for reporting of contracted equipment emissions in
today’s final rule and clarified EPA position on this issue; please see the response to EPA-HQ—
OAR-2009-0923-1031-21.

Comment Number: EPA-HQ-OAR-2009-0923-1032-17
Organization: State of New Mexico
Commenter: Jim Norton

3) Owners and operators can control relevant aspects of the contractor's performance through
terms of the contract.

Some commenters may assert that owners/operators cannot be held responsible for operations
and data acquisition pertaining to rented, leased or contracted equipment. We believe there is
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ample precedent for owners/operators to obtain needed data from contractors through terms of
the contract.

We note that EPA has addressed policy issues related to contractor emissions in the context of
PSD and Title V programs. In several guidance letters, EPA has consistently stated that
""contractor-operated units, must, be included as part of the source with which they operate or
support" Contract/Temporary Operations and Title V, 11-16-94, in Memoranda for Operating
Permits (Title V) -Policy & Guidance Memos, US EPA (www.epa.gov/ttn/oarpg/t5pgm.html).
Although this policy is not necessarily binding on Subpart W of the Mandatory Reporting Rule,
EPA's rationale for this policy is relevant: "the contracting entity can control the relevant aspects
of the contract operator's performance through terms of the contract (e.g., the level of production,
the requirement to implement and maintain emission control measures, the requirement to
comply with all applicable environmental regulations, etc.)" Guidance for Major Source
Determinations at DOD, 8-2-96, in Memoranda for Operating Permits (Title V) -Policy and
Guidance Memos, US EPA (www.epa.gov/ttnloarpg/t5pgm.html). These EPA policies have been
in place for many years, and sources in these air quality programs have been successfully held
accountable for contractor compliance with environmental regulations.

We also note that holding owners/operators accountable for emissions from rented, leased or
contracted equipment provides the owners/operators with several additional opportunities for
emission reductions.

To the extent that any oil and gas sources are subject to EPA Tailoring Rule for greenhouse
gases, it is highly likely that the EPA policy on contractor emissions at Title V source will apply
in implementation of the Tailoring Rule. For consistency, the same policy should be applied to
the reporting of GHG emissions.

We also note that vented emissions of natural gas are already considered the responsibility of the
owner/operator under oil and gas conservation regulations and in common industry practice.

Response: EPA has retained the requirement for reporting of contracted equipment emissions in
today’s final rule and clarified EPA position on this issue; please see the response to EPA-HQ—
OAR-2009-0923-1031-21.

9.8 OTHER LEGAL COMMENTS

Comment Number: EPA-HQ-OAR-2009-0923-3545-1
Organization: Environmental Defense Fund
Commenter: Pamela Campos

Comment Excerpt Text:
Please accept these comments on behalf of Environmental Defense Fund and our hundreds of
thousands of members and supporters.

We greatly appreciate the opportunity to comment on EPA’s Proposed Mandatory Reporting of
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Greenhouse Gases for Petroleum and Natural Gas Systems. We support the Agency’s proposal to
require emissions reporting from the petroleum and natural gas sector, as required, and have
separately submitted comments addressing the technical aspects of this proposal. Here, we write
to underscore the critical nature of economy-wide greenhouse gas emissions data, including
emissions data from the petroleum and natural gas sector. Emissions data are foundational —
serving as the cornerstone for effective air quality planning and management; providing much-
needed transparency for Americans concerned about global warming pollution in their
communities; and making it possible to hold the largest polluters accountable for their
greenhouse gas emissions.

Policymakers and the public have already lost a year’s worth of this critical data, and EPA must
act swiftly to satisfy its legal duty to require reporting from the petroleum and natural gas sector.

In two successive enactments, Congress pointedly instructed EPA to require mandatory reporting
of greenhouse gas emissions “for all sectors of the economy of the United States” no later than
June 26, 2009. See Fiscal Year 2008 Consolidated Appropriations Act, Pub. L. No. 110-161, 121
Stat. 1844, 2128 (Dec. 26, 2007) and Appropriations Act of 2009, Pub. L. No. 111-8, 123 Stat.
524, 729 (March 11, 2009). Congress thus called for a comprehensive program that encompassed
not a few, not some, but rather “all” sectors of the economy. EPA’s failure to promulgate final
reporting requirements for petroleum and natural gas systems (40 CFR, Part 98, Subpart W)
constitutes an ongoing failure to perform an act or duty under the Clean Air Act (“CAA”), 42
U.S.C. 7401, et seq., that is not discretionary with the Administrator within the meaning of
304(a) of the CAA, 42 U.S.C. 7604(a). We therefore urge EPA to take all final steps necessary to
complete this rulemaking in a prompt manner and to fulfill its legal duty.

EPA possesses broad statutory authority to satisfy this legal duty and to require emissions
reporting from the petroleum and natural gas sector. CAA sections 114 and 208 provide EPA
with long-standing and expansive information-collection authority. See 42 U.S.C. 7414, 7542.
Moreover, through successive revisions to its applicability and scope, Congress has broadened
section 114 to include “persons not previously covered by [the section].” See H.R. Conf. Rep.
95564, Aug. 3, 1977. EPA’s legal authority to require greenhouse gas emissions reporting from
the petroleum and natural gas sector falls squarely within EPA’s expansive statutory authority to
collect information under sections 114 and 208 of the CAA and is consistent with past EPA
practice.

In short, we have already lost a year’s worth of critical emissions data from the petroleum and
natural gas sector. EPA has both a legal duty to promulgate rules requiring the collection and
reporting of this data and broad statutory authority supporting promulgation of such rules. We
appreciate EPA’s reaffirmation in this supplemental proposal of the urgent need to require
reporting from the petroleum and natural gas sector, and we urge EPA to move expeditiously in
finalizing this rule, as well as the reporting requirements for other sectors missing from the
October 2009 Rule, in order to satisfy its legal mandate to require emissions reporting from “all
sectors of the economy of the United States.”

Response: EPA initially proposed Subpart W in 2009 with the other sectors of the industry.
However, stakeholders raised concerns regarding the burden to report to the 2009 proposal as
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well as the emissions coverage that would be missing due to the exclusion of onshore production
and distribution sectors from the 2009 proposal. To address these issues, EPA re-proposed
Subpart W in 2010 and has today finalized the rule.

EPA notes that the establishment of reporting requirements for these source categories is
appropriate and within EPA’s legal authority. Please see the preamble (section I1.Q) of The
Final Mandatory GHG Reporting Rule (“Final MRR”), (40 CFR part 98), as well as Vol. 9
Response to Comments, Legal Issues on the 2009 final rule, for a discussion of EPA’s legal
authority to collect the data required by this rule. See also 75 FR 39736, 39752 (July 12, 2010)
for a discussion on how the appropriations language grants EPA much discretion to determine
the appropriate source categories to include in the reporting rule. On a national basis, GHG
emissions from the oil and gas industry are second only to power plants. Hence, EPA has
determined that it is necessary to collect an accurate amount of GHG emissions information from
this sector.

971



VOLUME 10: COST AND ECONOMIC IMPACTS OF THE RULE
‘10.0 COST AND ECONOMIC IMPACTS OF THE RULE

No comments received.

10.1 METHODOLOGY USED TO ESTIMATE COST IMPACTS

Comment Number: EMAIL-0001-8 (comment also located in rulemaking memo “Early
Comment Submissions” in docket EPA-HQ-OAR-2009-0923)

Organization: American Exploration and Production Council

Commenter:

Comment Excerpt Text:
Economic Impact Analysis

We are in the process of evaluating the economic impact analysis provided by EPA. At this point
it appears that EPA’s cost estimates for impact on the industry are low by one to several
magnitudes. EPA fails to realize the massive amount of data collection and recordkeeping
required to calculate emissions from the vast majority of some 700,000 well sites in the U.S. The
only feasible alternative is to adopt simple threshold exemptions and simplify the data gathering
requirements and calculations by use of widely accepted methodologies such as the API
Compendium. Industry and the EPA would be much better served by spending resources to
improve any emission factor methods that EPA feels is not representative of actual emissions
(e.g., well blowdowns).

We are particularly concerned with the requirement to count all fugitive components on every
well site and small production facility that we operate. This requirement is very significant in
terms of effort and cost. Thus, it is critical to us to receive relief on fugitive component
inventory.

Response: EPA has reviewed its estimates and disagrees that they are too low by an order of
magnitude or more. See EPA’s response to comment EPA-HQ-OAR-2009-1151-107 for more
details. EPA also disagrees that emissions will have to be calculated from the vast majority of
700,000 wells in the U.S. See response to comment EPA-HQ-OAR-2009-0923-1151-89 for
further details.

EPA has considered the commenter’s recommendation for threshold exemptions and simplified
data gathering requirements. In particular, EPA agrees that the burden for counting components
for equipment leak emissions could be large to some reporters. Today’s final rule has several
modifications that will considerably reduce reporting burden and simplify monitoring methods.

Please see Section Il.E of the preamble (EPA-HQ-OAR-2009-0923) for complete details about

changes EPA has made in today’s final rule to reduce the burden to quantify equipment leaks;
see “Equipment-Level Population Emission Factors for Onshore Production” (EPA-HQ-OAR—
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2009-0923) and EPA’s response to EPA-HQ-OAR-2009-0923-1151-107 for more information
on quantifying emissions from major equipment counts. Please also see response to EPA-HQ—
OAR-2009-0923-1151-5 for discussion about changes EPA made to today’s final rule to reduce
burden for onshore production, such as requiring operators to count their major equipment
instead of each individual component.

Finally, today’s final rule provides equipment thresholds that will significantly reduce burden to
monitor and report emissions. See Section I1.F of the preamble and the response to comment
EPA-HQ-OAR-2009-0923-1151-5 for more details.

Comment Number: EPA-HQ-OAR-2009-0923-0050-6
Organization: Southwest Gas Corporation
Commenter: Jim Wunderlin

Comment Excerpt Text:
Total Cost for Process Emissions

Given the above discussions, Southwest believes that the Process Emissions cost estimate
described in the preamble of the proposed rule is significantly underestimated. The published
cost estimate for the natural gas distribution sector is estimated to be $1,680,000 for start up and
$600,000 for annual costs thereafter. Southwest respectfully suggests that these costs are more
likely to be $1,680,000,000 and $600,000,000, respectively

Response: EPA has reviewed the cost estimates of the April 2010 proposed rule found in docket
(EPA-HQ-OAR-2009-0923-0002) and disagrees that the Agency significantly underestimated
the costs for the natural gas distribution segment. See EPA-HQ-OAR-2009-0923-1020-6 for
EPA’s response to the commenter’s alternative cost estimate.

Comment Number: EPA-HQ-OAR-2009-0923-1016-11
Organization: American Gas Association
Commenter: Pamela A. Lacey

Comment Excerpt Text:
EPA Has Vastly Underestimated Costs — Changing or Eliminating the Annual Leak Survey
Proposal Would Help Reduce Compliance Costs Substantially

1. Reasons for EPA’s Underestimate of Cost Impacts

EPA has estimated that the total industry-wide annual cost of complying with Subpart W for
natural gas distribution will be $1.6 million in the first year and $1 million per year thereafter.%
EPA estimates that 143 LDCs will be subject to Subpart W using a facility threshold of 25,000

% 75 Fed. Reg. at 18625, Tables W-5 and W-6.
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tpy CO2e.” Accordingly, EPA is estimating a per company cost of $11,188 in the first year and
about $7,000 per year per LDC thereafter. In contrast, as described later in these comments,
AGA members estimate the cost of complying with the leak survey requirement in the rule will
be orders of magnitude higher.

EPA has seriously underestimated the cost of complying with the 2010 Proposal, for at least four
reasons. First, the 2010 Proposal uses the undefined terms “above ground meter regulators” in
sections 98.232 and 98.233'%° and “metering stations and regulating stations” in section 98.238
(defining a natural gas distribution facility) that could be interpreted to include not only city
gates and large custody transfer or district metering and regulating (M&R) stations but also
industrial, commercial and even residential customer regulating and metering equipment. We do
not believe this was EPA’s intent, but unless the term is clarified, regulatory uncertainty and the
risk of varying interpretations by field enforcement personnel would drive LDCs to include all
customer meters in their leak surveys and reporting. When multiplied by 65 million customer
meters across the country, the significant annual leak survey costs would result in billions of
dollars of unnecessary cost to gas utilities and their customers.

Second, the agency has underestimated the cost of conducting an annual leak survey of the eight
listed components using optical scanning equipment at distribution city gates, above ground
meter regulator stations and at underground storage facilities. Requiring the use of infrared
cameras significantly increases this cost.

Third, our members do not have inventories or records for all eight of the components listed in
section 98.232(f)(5) and (i)(1). They would have to visit each meter and regulator location
(depending on the definition of M&R) to develop the list required for applying component-level
emission factors to component counts. The burden of this proposal could be reduced significantly
by reducing the number of components and better defining them so it is clear what is to be
included. The burden could be eliminated by allowing the use of facility-level emission factors
for city gates and above ground M&R facilities, as EPA has proposed for below-ground M&R
facilities and vaults.

Fourth, EPA has underestimated the costs of making an initial threshold determination for small
distribution systems and other small facilities that likely fall below the threshold. These facilities
apparently would have to conduct a full leak survey using optical scanning in the first year in
order to determine whether a distribution, underground storage, transmission compression
facility or LNG facility does or does not exceed the 25,000 tpy regulatory threshold under
898.2(a)(2). EPA could avoid this burden by allowing small facilities to use a simpler threshold
determination method that does not require leak surveys or other field work.

Because M&R is Not Clear Defined and Could Apply to Customer Meters, Distribution M&R
Leak Survey Costs Could be Extremely Burdensome and Costly

% EPA, Economic Impact Analysis for the Mandatory Reporting of Greenhouse Gas Emissions Under Subpart W
Supplemental Rule (GHG Reporting), Final Report (Dec. 8, 2009) (Economic Analysis) at page 4-5.

10 proposed 40 C.F.R. §§98.232.(i), 98.233(q)(7), 75 Fed. Reg. 18637, 18643.
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Even without requiring infrared cameras, EPA’s annual leak survey requirement would impose
far greater costs than it has estimated, largely because the proposal could be interpreted to apply
to millions of customer meters. The cost of employee time for visiting an individual meter
installation is not large, but when multiplied by millions of meters, the costs expand
exponentially. Based on a recent survey, discussed in greater detail below, AGA members
estimate that the incremental cost for conducting the annual leak detection called for in Subpart
W would be roughly $40 per inspection per city gate station or district regulator station or per
industrial or commercial customer meter if infrared cameras are not required — roughly one hour
of technician time plus travel time.

Response: EPA disagrees that the Agency underestimated the rule’s compliance costs by orders
of magnitude. Please see Section I11.B of the preamble to today’s final rule for EPA’s response
to three of the assumptions that the commenter identified above as the basis for its alternative
estimate (inclusion of customer meters; annual leak survey costs; and cost to make reporting
determinations, e.g. “threshold determinations”). As explained in Section I11.B of the preamble,
EPA has identified the specific assumptions that accounted for the discrepancy between the
estimates; EPA also updated its estimate to include the cost for non-reporters to make a reporting
determination.

EPA agrees that the costs to visit an individual meter installation are not large, but disagrees with
the commenter’s total estimate because it included many sources that are not subject to today’s
final rule. The requirements do not apply to customer meters (industrial, commercial, and
residential meters) or to farm taps. See preamble Section I1.F for a complete discussion about
the meters. EPA intended to include in the rule. In addition, EPA has revised today’s final rule
to allow alternative options for leak detection. See preamble Section II.F for details about the
alternative leak detection options.

Regarding the inventory of components, EPA agrees that counting all the components, regardless
of whether they are leaking, at each facility is burdensome. Therefore, today’s final rule requires
reporters to inventory leaking components only at above ground custody transfer city gate
stations. Furthermore, today’s final rule clarifies that the requirements do not apply to customer
meters (industrial, commercial, and residential meters) or to farm taps; see preamble Section I1.F
for a complete discussion about the meters EPA intended to include in the rule.

Regarding the costs to inventory leaking components, EPA included travel to custody transfer
city gate stations and the associated labor in its estimates. In today’s final rule, EPA assumed the
following for each of these stations: 30 minutes to complete a station survey; per diem costs of
$50 and accommodation costs of $100 per day; and 30 minutes driving between surveyed
stations at a cost of $0.50 per mile traveled.

Because today’s final rule does not require a component count at non-custody transfer M&R
stations, underground vaults, and main and service lines, EPA did not assume travel costs to
these locations. Instead, reporters can estimate emissions for these sources using population
emission factors. Therefore, EPA estimated the costs for reporters to apply emission factors to
above ground meter and regulators (non-custody transfer city gate stations) as well as below
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ground meter and regulators and vaults that are not customer meters. Furthermore, EPA did not
estimate any costs for customer meters because they are not subject to the rule.

EPA agrees that additional clarification and only the use of population emissions factors (i.e.
facility-level emission factors) would reduce compliance costs. However, EPA determined that
the use of leaker emissions factors (i.e. emission factors applied to components that are found to
be leaking during a leak survey) will provide an estimate of “actual” emissions, as opposed to the
use of population emissions factors, which estimates the "potential” of emissions from each
station (see “Greenhouse Gas Emissions from the Petroleum and Natural Gas Industry:
Background TSD” (EPA-HQ-OAR-2009-0923-0027), Section 4). EPA determined that
estimating “actual” emissions from equipment leaks in the processing, transmission,
underground storage, LNG storage, LNG import/export terminals, and distribution segments is
necessary to track changes in emissions from the various facilities and effectively inform policy.
Therefore, EPA did not modify the requirement to use leaker emission factors at above ground
meter and regulator city gate stations at which custody transfer occurs.

Comment Number: EPA-HQ-OAR-2009-0923-1020-5
Organization: Southwest Gas Corporation
Commenter: James F. Wunderlin

Comment Excerpt Text:
Cost of Component Inventory

Unlike many utilities, Southwest has a robust electronic work management system which could
be used to track components that emit GHGs. Unfortunately, the types of components required to
be inventoried for compliance with the proposed regulations are not included in this electronic
data base and it would be very costly and time consuming to conduct the initial inventory.

Furthermore, the cost of conducting a survey of regulator stations during the required five-year
cycle is approximately $2.7 million. If an annual inventory is required for all regulator stations,
the five-year cycle cost would be approximately $9.7 million. These costs do not include
inventories of single-family residential meters and regulators.

Response: EPA considered this comment and similar statements from other commenters
regarding the costs to inventory equipment.

EPA is unable to evaluate the commenter’s estimates ($2.7 million and $9.7 million) because
insufficient documentation was provided to explain how these figures were calculated. For
example, the basis for the commenter’s estimate that a component inventory would incur a five-
year cycle cost of $9.7 million is unclear, given that the commenter did not specify assumptions
about time and activities to inventory. Nonetheless, EPA has inferred that a large part of the
commenter’s cost estimate can be attributed to the misinterpretation that customer meters are
subject to leak detection requirements. This rule, however, does not require reporters to count

the leaking components from all stations and meters. See EPA’s response to comment EPA-HQ—
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OAR-2009-0923-1016-11 for a discussion that clarifies the component count requirements under
today’s final rule and for discussion about how EPA account for the labor and time involved in
the inventory.

While the commenter’s electronic work management system may not include all types of
components that are prescribed for monitoring under subpart W, EPA can not possibly develop a
rule that could match each and every company’s work management system and EPA does not
prescribe that the commenter must use this system in relation to Subpart W. However, EPA
disagrees with the commenter’s assessment of the burden for the distribution segment because
today’s final rule requires component leak detection only at above ground meter & regulator city
gate stations at which custody transfer occurs (this does not include customer meters). EPA’s
response to comment EPA-HQ-OAR-2009-0923-1016-11 clarifies the requirements and
associated costs.

Comment Number: EPA-HQ-OAR-2009-0923-1060-1
Organization: Yates Petroleum Corporation
Commenter:

Comment Excerpt Text:
General Comments — Cost of Implementation

EPA has grossly underestimated the cost of implementation for this reporting rule. According to
EPA’s guidance, staff activities and labor were taken into consideration when drafting the
proposed rule. However, if the required sources to report remain aggregated by basin, the
number of affected facilities as well as travel to those affected facilities in remote areas does not
appear to have been taken into consideration; nor has the GHG emissions from vehicles traveling
to remote locations been taken into consideration. Furthermore, the EPA’s cost estimation
assumes that staff exists on-site to assist with GHG reporting implementation: the opposite is
true. Many operators will be forced to hire additional temporary staff or utilize consultants to
review and compile data from various divisions in order to determine if Yates is indeed in
compliance with the proposed rule.

Response: EPA’s cost estimate accounts for the labor and equipment costs expected to occur as
a result of this rule; EPA did not include costs incurred in the absence of this rule. EPA
disagrees with the commenter’s characterization of its cost estimates. In particular, EPA did not
assume staff exist on-site to assist with GHG reporting implementation. Furthermore, operators
will not need to hire additional staff or make special trips to comply with Subpart W, as
explained below.

EPA disagrees with the commenter’s implied assumption that facility workers do not visit well
sites—remote or otherwise—at least once per year. While EPA recognizes that well sites
generally operate unmanned throughout the year, operators still monitor the associated
equipment of interest under today’s final rule, such as gas-liquid separators, wellhead
dehydrators, wellhead compressors, stock tanks, and heaters. For example, operators monitor the
wellhead compressor lubrication and operating hours, glycol dehydrator glycol regenerator
temperatures, glycol chemical color and level, glycol circulation pump flow setting, and
methanol inventory and injection pump rate settings. Also, company maintenance practices
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require operators to periodically visit well sites that have this operating equipment to ensure, for
example, that fluid levels are proper and that automatic equipment functions properly; in the case
of well venting for liquids unloading, this is often a manual operation. Depending on the
wellhead equipment, this site visit may be once per year or, for wells that need frequent manual
liquids unloading, as frequently as once per week. These visits will take place even in the
absence of today’s final rule.

However, EPA agrees that counting individual components at well sites is burdensome and has
revised today’s final rule to allow reporters to instead count major equipment to quantify
equipment leaks. Operators will often know major equipment counts because they keep an
inventory for maintenance purposes. In addition, EPA agrees that many well sites operate
without any significant wellhead equipment. Given that today’s final rule requires a count of
major equipment rather than individual components, operators will not need to visit wells
without major equipment at the wellhead

For the wellsites with major equipment, operators can count their major equipment during
routine visits to well sites even if they don’t already have this inventory available. Accordingly,
EPA’s burden estimate included the extra time spent at each site to collect relevant data for
reporting to this rule but did not account for the travel to site because it would occur in the
absence of this rule. For more information on quantifying emissions from major equipment
counts, please see rulemaking docket (EPA-HQ-OAR-2009-0923) under “Equipment-Level
Population Emission Factors for Onshore Production.”

Finally, the commenter’s did not provide sufficient information about its recommendation to
account for the GHG emissions from vehicles used to travel to well sites. Based on EPA’s
interpretation of this statement, the recommendation irrelevant and beyond the scope of the
economic impact analysis. If the commenter was referring to emissions reported under Subpart
W, EPA notes that the rule does not require reporting of vehicle emissions. Rather, Subpart W
requires reporting of emissions data about key sources in the petroleum and natural gas industry.
Alternatively, the commenter may have intended to suggest that EPA evaluate the cost of
impacts from vehicle GHG emissions rather than the cost to monitor them. As discussed in
chapter 1 of the EIA, the purpose of the economic impact analysis is to illustrate the types of
costs and benefits that may accrue as a result of Subpart W, in particular the compliance costs for
reporters. EPA does not expect the monitoring activities under Subpart W to significantly affect
the level of GHG emissions from each reporter’s facility, since most of the well sites are already
being visited as a part of routine operations. Second, even if EPA were to estimate the GHG
emissions associated with Subpart W compliance activities, it would be incorrect to attribute all
vehicle emissions resulting from travel to well sites to Subpart W because such travel occurs in
the absence of this rule.

Comment Number: EPA-HQ-OAR-2009-0923-1170-9
Organization: Pioneer
Commenter: Gretchen Kern
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Comment Excerpt Text:
EPA's estimate to comply with Subpart W is greatly disproportionate to Pioneer's calculated
estimate and compliance will be unduly burdensome

Pioneer believes the EPA has severely understated the cost and burden of this Subpart.
According to EPA documents, EPA has estimated that it will cost an operator $ 18,000/facility
for the first compliance year, and $8,000/facility every year thereafter. As stated above, the cost
Pioneer has calculated for laboratory work to conduct sampling in the Permian Basin alone as
mandated by the Onshore Production segment, $17.2 million, greatly exceeds the EPA estimated
costs and will be an extremely enormous burden from a personnel and cost standpoint. This cost
does not include compliance with 98.233 (u) and (v), mentioned above, to determine the mole
percent in order to calculate the volumetric and mass emissions for CO, and CH,4 for many of the
source categories; these sections were very unclear and it was impossible to determine the
sampling protocol required. It also must be emphasized again that this cost estimate is only for
one of Pioneer's many asset areas, Permian. Further, it does NOT include the cost of manpower
to travel to each battery, count each of the 21 equipment sources potentially present at each
wellhead and battery (as mandated by the Onshore Production segment of this Subpart, take the
samples, or enter the data. Nor does it take into account the equipment required for sampling or a
GHG software program to manage the data as explained in point 9.

Response: EPA is unable to evaluate the commenter’s estimate [of $18,000/facility and
$8,000/facility] because insufficient documentation was provided to explain how these figures
were calculated. Regarding the EPA estimates cited by the commenter, they refer to the cost
($18,000) for the average operator per facility for the first compliance year and $8,000 per
facility for every year there after; larger operators and facilities will incur greater costs
depending on geographic dispersion and equipment owned. The average cost for a large onshore
production operator per facility is $35,000. Please see the response to EPA-HQ-OAR-2008—
0508-1151-107 for a discussion on estimating Subpart W’s burden on the onshore production
segment.

Regarding the comments about sampling, please see EPA’s response to EPA-HQ-OAR-2009—
0923-1011-21 for more details on Subpart W’s sampling requirements and Section I1.F of the
Preamble (EPA-HQ-OAR-2009-0923) for EPA’s response to this comments and others
concerned with sampling burden.

Finally, EPA disagrees with commenter that EPA has not accurately accounted for the costs to
visit well and ancillary well sites and the associated monitoring (count components and take
samples). Please see EPA’s response to EPA-HQ-OAR-2009-0923-1060-1 for how EPA
accounted for well site and ancillary well site visits and response EPA-HQ-OAR-2009-0923—
1151-106 about the use and cost of GHG software programs.

Comment Number: EPA-HQ-OAR-2009-0923-1298-41
Organization: Independent Petroleum Association of Mountain States
Commenter: Kathleen M. Sgamma
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Comment Excerpt Text:

EPA has greatly underestimated the cost and effort to conduct the direct measurement prescribed
for these sources. Based on the monitoring requirements of the proposed rule for the
reciprocating compressor rod packing venting source type alone (only one of 21 source types
listed under the onshore petroleum and natural gas production sector), an IPAMS member
company projects that the cost will exceed $108,000 per compressor unit alone and in excess of
$650,000 per “facility” (as EPA has defined the term for a hydrocarbon basin) based on the
following cost data and assumptions:

Description Qty. ;’Jr?::* Count ch:;l Notes

Affected basins 25

Reciprocating compressors 150

Cylinders per compressor 2

Operating modes requiring measurement 3

Measurement contractor 4 hr 5250 5900,000 ij:?les high-flow sampler instead of
Operator to assist contractor 3 hr 5100 $270,000 | Labor includes travel time

Quarterly gas samples 4 5200 5120,000

Install compressor throughput flow meter 1 $100,000 $15,000,000 | Total installed cost

Conduct flow measurement and calibration 1 hr 5100 515,000 Requires flow through each compressor

This is in comparison to EPA’s Subpart W estimate of $18,000 for all source types combined at
an entire facility for the first year. Any one company will have hundreds or thousands of
compressors in operation, each one with multiple compressor rod packings, and many that may
be leased rather than owned by the reporting entity. Additional complexity and cost are presented
in the many cases when a single compressor is used for multiple services, for example inlet
compression, residue compression, and refrigeration compression. To further complicate the
required reporting, EPA has required that the GHG measurements be conducted three times for
each unit: once while operating, once while in standby mode, and once when depressurized. Not
only does this triple the already onerous resource requirements to collect the data, but requires
the depressurization of a compressor, thereby creating additional GHG emissions via compressor
blowdowns, just to take a third measurement that will likely be a “zero” reading unless a valve
has malfunctioned. Therefore, IPAMS requests that EPA allow operators to use the API
Compendium of Greenhouse Gas Emission Methodologies for the Oil and Gas Industry (API
Compendium) to calculate GHG emissions from rod packing venting.

Response: In response to this comment and others, EPA has decided not to require direct
measurement of reciprocating rod packing vents for onshore production under today’s final rule.
Please refer to :Compressor Modes and Threshold” (EPA-HQ-OAR-2009-0923) for the basis for
this change and details on quantifying emissions from reciprocating compressor rod packing. In
addition, today’s final rule clarifies that EPA did not intend for compressors to be taken offline
in order for reporters to collect the data required under Subpart W. However, EPA disagrees
with the recommendation to use the APl Compendium; please see comment EPA-HQ-OAR—
2009-0923-1061-14. See EPA-HQ-OAR-2009-0923-0055-16 for complete discussion about the
monitoring requirements and compressor mode and the monitoring requirements.
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‘10.2 VERIFICATION METHODOLOGY AND COSTS

Comment Number: EPA-HQ-OAR-2009-0923-1016-16
Organization: American Gas Association
Commenter: Pamela A. Lacey

Comment Excerpt Text:

This is important, because the type of leak detection equipment required by Subpart W could
affect the cost significantly. The following are general estimates of the cost of each of the
possible devices that could be considered to be “optical gas scanning equipment” --

FLIR camera/ Optical Imaging Device: Cost around $80,000 to $100,000 each to purchase —
around $2,500 per week to rent;

Mobile or Remote Methane Leak Detector (RMLD): Cost around $30,000 each;
Vehicle-Mounted Methane Leak Detector: Cost around $16,000-18,000 each; and
Remote hand-held optical methane detectors: Cost around $8,000 each.

In Exhibit B to these comments, we provide estimated costs of conducting the proposed annual
survey using optical scanning devices — assuming this term refers to infrared cameras. AGA
estimates that it would cost about $2,900 per city gate to conduct the annual inspection using an
infrared camera, compared to $40.51 per city gate using other, often more methods that are more
effective for finding small leaks and are currently used by LDCs in leak surveys required under
existing federal and state pipeline safety regulations. The costs of using infrared cameras at other
M&R locations varies by type of metering location —

- $2,900 per city gate

- $860 per district M&R station from transmission (custody transfer other than at city gate)

- $244 per district M&R station (stepping down pressure within distribution system)

- $377 per industrial meter

- $30 per commercial meter

- $30 per residential meter (assuming similar to commercial meter costs)

One can multiply the per location estimates by the total number of city gates, custody transfer
stations, industrial meters, commercial meters and residential meters in the U.S. (based on the
DOE EIA numbers of meters) to determine total cost for requiring infrared cameras at each type
of metering and regulating location. This will result in a conservative estimate of cost impacts, as
this member did not include travel time for the service personnel and did not use fully loaded
labor costs (i.e. did not include the cost of benefits).

AGA conducted an informal survey of its membership in June 2010 to estimate the number of

city gates, district M&R stations, and industrial, commercial and residential meters that are
potentially impacted by the proposed rule. AGA members reported the following:
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- Each LDC serves an average of 143 city gate/custody transfer stations

- Each LDC serves an average of 1,434 district regulator stations on distribution lines and 118
district regulator stations on intrastate transmission lines

- Each LDC serves an average of 9,498 industrial meters on distribution lines and 256 industrial
meters on intrastate transmission lines

- Each LDC serves an average of 57,616 commercial meters

- For LDC:s that track multi-family residential meters separate from commercial meters, each
LDC serve an average of 265,878 multi-family residential meters

- Each LDC serves an average of 789,758 residential single-family meters

From these estimates, one can calculate that each LDC operator will, on average, incur the
following annual costs if required to use infrared cameras for leak detection surveys:

- $413,250 for city gates

- $101,193 for district M&R stations from transmission (custody transfer other than at city gate)
- $349,877 for district M&R stations (stepping down pressure within distribution system)

- $3,677,581 for industrial meters

- $1,728,468 for commercial meters

- $7,976,346 for multi-family residential meters

- $23,692,732,181 for single-family residential meters

These costs are absurdly high, especially considering that our members report that the infrared
FLIR cameras often cannot locate the typically small leaks in distribution systems that can be
found using a simple soap bottle leak detection technology. This and other traditional methods
may be less “sexy” but they are usually far more accurate and less expensive that infrared FLIR
cameras for finding small leaks. It would be truly absurd to require an LDC to pay $100,000 for
each infrared FLIR camera, when they can get better results using a bottle of soapy water for a
few dollars. The optical scanning equipment should be an option but not a requirement.

This informal survey also collected estimated costs for leak inspection that does not include
infrared camera costs. AGA members estimated the following leak inspection costs per LDC per
year, on average:

- $33,938 for city gates

- $281,390 for district M&R stations

- $1,196,977 for industrial M&R station

- $4,603,376 for commercial meters

- $19,235,507 for multi-family residential meters

- $15,761,135 for single-family residential meters

AGA estimates that the requirement to use infrared cameras for leak detection will cost each
operator, on average, $37,939,450. In addition, AGA estimates the additional resources that
would be needed to fulfill the leak inspection requirements in the proposed Subpart W will cost
each operator, on average, $41,112,323 per year. The total potential fiscal impact for each LDC
operator is, therefore, $79,051,773 per year. These costs reflect the first year of implementation.
The following years would require the same level of resources of leak inspection, but would
require a different level of resources for the use of infrared cameras. These costs would depend
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on the purchasing or renting of infrared cameras, the training of personnel using this technology
and the administrative and maintenance costs associated with the implementation of this
technology.

These fiscal estimates reflect responses provided by 30 LDC operators with widely varied
system compositions and operational considerations. A more accurate cost estimate would
require additional time that the comment period does not allow. However, from the responses
provided, AGA is comfortable asserting that the strain the 2010 Proposal would place on limited
resources is overly burdensome. Given the low emissions from distribution systems, clearly, the
cost per ton would be excessive even for a cap and trade system, let alone a reporting rule that
will not result in any GHG emission reductions.

There are more than 70 million residential, commercial and industrial customers in the U.S. If
leak surveys were required at each meter, even without using infrared cameras, the cost would be
$2,835,700,000 — nearly $3 billion per year, and that is without requiring infrared cameras.

AGA accordingly requests that EPA allow the use of other effective leak detection equipment
and to revise sections 98.232, 98.233 and 98.234 to clarify that the term Natural Gas Distribution
Facility does not include customer meters and that LDCs are not required under Subpart W to
leak survey or report fugitive emissions from industrial, commercial and residential customer
meters.

EXHIBIT B to AGA Comments, June 11, 2010, Docket No. EPA-HQ-OAR-2009-0923

GHG Reporting Sub Part W Potential Impacts
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Table 1

Impacted Facilities Number of Facilities Cost For Additional Cost For Optical Cost For Additi | Cost during | Cost for Using
Annual Inspection Scanning/Infrared |Administration/ Record |Normal Cycles Existing Leak
Cameras Retention Detcection
Equipment
City Gate Stations
State A 4 S 162 | $ 64,500 N/A
State B 91 S 3,686 | $ 387,000 N/A
State C 179 S 7,251 | S 129,000 N/A
State D 38 S 1,539 | $ 129,000 N/A
State E 0 S - S - N/A
State F 0 S - S - N/A
Subtotal S 12,639 | $ 709,500
District Regulator Stations at Pipeline
State A 0]
State B
State C 150 S 6,077 | S 129,000
State D 97 S 3,929 | $ 64,500
State E 100 S 4,051 | S 64,500
State F 50 S 2,026 | $ 64,500
Subtotal S 16,082 | S 322,500
District Regulator Stations
State A 792 S 32,084 | S 193,500 |1 FTE - $60,000
State B 1654 S 67,004 | S 774,000 |1 FTE - $60,000
State C 880 S 35,649 [ S 193,500 |.5 FTE - $30,000
State D 238 S 9,641 | S 193,500 |.5 FTE - $30,000
State E 1836 S 74,376 | S 967,500 |.5 FTE - $30,000
State F 936 S 37,917 | $ 967,500 |.5 FTE - $30,000
Subtotal S 256,671 | S 3,289,500
Industrials Meters / Served by
transmision pipeline
State A 9 S 729 N/A
State B 77 S 6,239 N/A
State C 10 S 810 N/A
State D 6 S 486 N/A
State E 8 S 648 N/A
State F 0 N/A
Subtotal S 8,912
All other Industrial Meters
State A 342 S 17,318 | $ 129,000
State B 749 S 37,927 | S 193,500
State C 77 S 3,899 | $ 64,500
State D 205 S 10,381 | $ 129,000
State E 598 S 30,281 | S 193,500
State F 110 S 5570 | $ 64,500
Subtotal S 105,377 | S 774,000
Commercial M&R Stations
State A 7,000 S 212,678 1 FTE - $60,000
State B 7458 S 226,593 1 FTE - $60,000
State C 1730 S 52,562
State D 614 S 18,655
State E 7026 S 213,467 .5 FTE - $30,000
State F 1530 $ 46,485
Subtotal S 770,439
Residential Customer
State A 755000
State B 1350000
State C 235000
State D 111000
State E 442673
State F 104711

S 2,340,242
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Table 2

Inspect/Document Inspect/Documen

Cost Analysis Drive Time 1st Time t 2nd Time Scanners Needed
City gate / DRS 0S 60 S 30

Industrial on Trans 60 S 60 S 30

Industrial 25 S 60 $ 30

Commercial 15 S 30 $ 15

Cost for Optical Scanners $64,000 1 per 4,000 Commercial

Response: EPA has reviewed this comment and disagrees that the cost estimates of April 2010
proposed rule found in docket (EPA-HQ-OAR-2009-0923-0002) has been underestimated by
orders of magnitude. As discussed in response to EPA-HQ-OAR-2009-0923-1016-11, the
commenter based its estimated annual inspection cost to use an infrared optical imaging
instrument on an assumption that EPA required leak detection and calculation of emissions from
customer meters (i.e., industrial, commercial, and residential meters) and from M&R stations at
which custody transfer does not occur. The requirements, however, do not apply to customer
meters (industrial, commercial, and residential meters) or to farm taps. See preamble Section
I1.F for a complete discussion about the meters EPA has included in today’s final rule. The
commenter’s assumption therefore resulted in a much larger estimate of compliance costs.
Specifically, this assumption accounted for about 99% of the commenter’s total estimate, or
approximately $37.4 million of the $37.9 million estimated per facility.'®* EPA’s response to
comment EPA-HQ-OAR-2009-0923-1016-11 discusses the costs associated with the meters
EPA intended to include in the rule. The remainder of this response discusses the detailed cost
estimates submitted by the commenter, as shown in this excerpt (EPA-HQ-OAR-2009-0923—
1016-16).

While EPA finds the commenter’s estimates of the capital cost of individual pieces of leak
detection equipment to be reasonable, the commenter did not provide enough documentation or
information to explain the basis for the total annual inspection cost estimates of using infrared
optical imaging instruments. Likewise, the commenter did not provide enough documentation or
information to substantiate its estimate for the additional resources needed to fulfill the leak
inspection requirements ($41 million per LDC). However, EPA considered comments stating
that it would be more cost-effective to use alternative leak detection methods. EPA has revised
today’s final rule to allow alternative options. See preamble Section I1.F for details about the
alternative leak detection options and see EPA-HQ-OAR-2009-0923-1016-11 for discussion
about how this revision affects the costs.

191 Note: The commenter stated that the cost for single-family residential meters was $23 billion. However, based
on the cost per residential meter ($30) and the average number of single-family residential meters (789,758)
served by an LDC, as cited by the commenter, the $23 billion estimate seems erroneously too high by several
additional orders of magnitude. Using the numbers provided by the commenter results in $23 million, an order of
magnitude that is consistent with the commenter’s total estimate. Therefore, EPA has assumed this was a
typographical error and based its response on the corrected estimate.
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Comment Number: EPA-HQ-OAR-2009-0923-1151-108
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:
Covered Entities (Facilities)

As part of our analysis of the wells per operator in each basin, API also analyzed the number of
operators/basin combinations (potentially covered entities) and the number of entities covered
under various per well emission assumptions. This analysis determined the following:

- The sum of all operators with operating wells in all basins is 21,744 rather than the 27,993
listed in Table W-2 of the rule preamble.

- As illustrated in the following table the number of covered entities/facilities based on grouping
within a basin varies widely based on the assumptions of per well annual emissions.

Covered Entities
Annual Emissions 5000 700 370
Metric Tons (EPA High (EPA Mid Range (EPA Low
Estimate) Estimate) Estimate)
IL,IN,KY,PN 895 240 159
Other Basin Total 10,234 2,963 1,637
Total 11,129 3,203 1,796
% of Entities 51.2% 14.7% 8.3%
Covered

- Even at EPA’s lowest annual emission estimate per well, API’s analysis indicates coverage of a
larger population of entities under the Basin entity threshold construct. Coupled with the lower
number of potentially covered entities from our analysis the percentage coverage is more than
double EPA’s 4% estimate even at the lowest emission estimate per well.

API Requests

- EPA should reassess their covered entity analysis as part of a broader reassessment of their
economic impact analysis and incorporate realistic cost information in the economic impact
analysis, as the basis for the rule requirements and preamble

Response: EPA agrees with the commenter that the number of operators/basin combinations
should be lower, but disagrees with the commenter’s estimate of the covered entities subject to
reporting. EPA has reviewed its threshold analysis, based on the HPDI database (used in today’s
final rule), and found duplicate operators within some basins. This duplication occurred mostly
because HPDI collects data from individual States that may record the same operator’s name
slightly differently, e.g. leading or trailing punctuation in the operator name. For example, Joe
Brown’s Oil Company and Joe Brown’s Oil Comp. operating in the same basin refer to the same
reporter but would have counted as two different reporters because the listed operator names

986



were slightly different. EPA identified 5,483 such duplicates and has since eliminated the
duplicate names from the database. The total number of operators/basin combinations used for
the analysis in today’s final rule totals 22,510.

Regarding the number of entities likely to meet the reporting threshold, EPA disagrees with the
commenter’s alternative analysis. The commenter assumed that EPA developed an estimate of
annual emissions per well and applied that across operators and basins to determine the number
of reporters at the 25,000 Mt CO.e threshold. The commenter used EPA’s estimated individual
well pad emissions from the Technical Support Document (TSD) found in docket (EPA-HQ—
OAR-2009-0923-0027) for the April 2010 proposed rule. EPA estimated individual well pad
emissions to analyze coverage at different thresholds for a scenario in which the facility is
defined as a well pad. EPA does not agree that this well pad level estimate can be extrapolated
to operators/basin combinations. Extrapolating the well pad level estimates requires an inherent
assumption that the emissions per well are identical. EPA disagrees with this assumption
because the quantity and type of equipment—and therefore the magnitude of emissions—vary by
well. Moreover, this assumption is unnecessary because available production data are detailed
enough to facilitate analysis by operators. Please see the Section 6 of the Technical Support
Document (TSD) for today’s final rule found in docket (EPA-HQ-OAR-2009-0923) for more
details on EPA’s well pad threshold analysis, which uses a completely different methodology
than the basin level definition methodology. Also, see Section I1.F of the preamble for details
about how EPA estimated emissions per well. Hence, EPA’s estimate that the rule covered 4
percent of entities in the onshore production segment at the 25,000 Mt CO.e threshold is
appropriate and consistent with the qualified apportionment of emissions discussed in the TSD.

Comment Number: EPA-HQ-OAR-2009-0923-1300-2
Organization: Texas Oil and Gas Association
Commenter: Deb Hastings

Comment Excerpt Text:

EPA must delay inclusion of the Onshore Petroleum and Natural Gas Production Sector in the
final rule pending a re-evaluation of the Economic Impact Analysis and rationalization of the
rule requirements, rule approaches, burden, and costs vs. the amount of emissions covered
Response: EPA has reviewed all comments on the Economic Impact Analysis and, where
appropriate, revised its estimates. See preamble Section Il for a summary of the analysis and
the Economic Impact Analysis (EIA) (EPA-HQ-OAR-2009-0923) for complete results.

Today’s final rule allows reporters to request the use of best available monitoring methods under
certain conditions, such as lack of service providers and qualified technicians; please see the
response to EPA-HQ-OAR-2009-0923-1011-27 for more information.

103 COST IMPACTS
Comment Number: EPA-HQ-OAR-2009-0923-1167-52

Organization: Noble Energy, Inc
Commenter: Brian K. Lockard
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The total estimated first year cost of compliance is approximately $16,000,000 with an average
of about $8.50/tonne CO2e. For subsequent years, the estimated total cost of compliance is
approximately $11,000,000 with an average of about $6.00/tonne CO2e. Although, as noted in
the table, emissions and/or cost estimates were not available for all the emission sources, it is
expected that over 90% of the costs are included. It should be noted that companies that have
different production field characteristics (e.g. well completions and workovers, compression and
dehydration requirements, gas-driven pneumatic device population) would have a different mix
of primary emission sources and different cost factors.
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Table 1. Estimated Noble Energy Cost to Comply with MRR Subpart W and Subpart C
for Onshore Petroleum and Natural Gas Production Emission Sources.

L. 04 of US | NE Costs (S/tonne CO2e)B
Emission Source InvA Year 1 Year 2+ Notes
Well Venting for Liquids Unloading [98.233(f)] 24% $11.00 $9.00 C
Associated Gas Venting and Flaring [§98.233(m)] 12% $2.00 $1.70
;ﬂ; \\:;;3{2:2:21@[E]):;leréxgg(;]nc011\'e11tional Well Completions 12% $1.20 $0.51
Gas-Fired Reciprocating IC Engines (Combustion) 11% $2.90 $2.50
External Combustion: Heaters, boilers 8.4% $3.70 $2.100 D
[\9218%1;1%(2;3 Pneumatic Bleed Devices (High or Continuous) 6.9% $1.30 $0.19
Portable Combustion Sources (Drill Rigs) [§98.233(z)] 6.6% ND ND
Natural Gas Pneumatic Bleed Devices (Low) [98.233(b)] 3.9% $2.60 $0.37
Dehydrator (glycol) Vent stacks [98.233(e)] 3.1% $12.00 $10.00
Components [§98.233(1)] 3.0% $17.00 $2.401
Produced Water Dissolved CO2 [§98.233(y)] 2.7% $21.00 §18.00 E
Production Storage Tanks [98.233(j)] 2.2% $18.00 $16.00
Gathering Pipeline Fugitives [§98.233(1)] 1.6% $46.00 $6.60
Reciprocating Compressor Rod Packing Vents (Blowdown
Leak & Blowdown Vent (Unit Isolation Valve Leak) 0.7% $43.00 $24.00
[§98.233(p)]
Coal Bed Methane (CBM) Produced Water Emissions 0.7% i ) F
[§98.233(1)]
Natural Gas driven pneumatic pumps [98.233(c)] 0.6% $1.50 $0.54
[C;glggggg(il)]c‘onlpleswl Wet Seal Oil Degassing Vent 0.1% ND ND
Acid Gas Removal (AGR) Vent stacks [98.233(d)] 0.1% $49.00 $7.40
%ﬂ;ﬂ\lililz e[lggu.ljgg ];)gllll)l]ug Conventional Well Completions and 0.1% ND ND
Dehydrator (Desiccant) Vent stacks [98.233(e)] 0.1% ND ND
Hydrocarbon Liquids Dissolved CO2 [§98.233(x)] 0.0% $38.000.00 $33,000.00
EOR Injection Pump Blowdown [§98.233(w)] 0.0% ND ND G
Well Testing Venting and Flaring [§98.233(1)] 0.0% NA NA H
Flare Stacks [§98.233(n)] 0.0% NA NA I
Gas Composition [§98.233(u)] NA NA I
TOTAL 100.0% $8.50 $5.90

ND — data not available

NA —not applicable

A. Estimated percent of US onshore production GHG inventory from Table 2.
B

2010 dollars. Data management, calculations, record-keeping, and reporting costs allocated to emission sources

proportional to source emission estimation cost.

C. Well Unloading emissions and compliance costs are expected to reduce as more plunger lift operations are

automated and optimized.

D. Based on simple “company records” including burner rating and estimated operating hours. Assumed that
totalizing flowmeters will net be installed on all external combustion equipment.
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E. Emission estimate based on engineering judgment and assumptions and additional data needed to refine
estimate.
F. Minimal compliance costs: emissions based on population emission factor and readily available production
data.
Based on docket data. 500,000 pumps would be needed to account for about 0.1% of sector GHG emissions.
The majority of well tests are conducted while the wells are in operation and do not require flaring. Other well
tests would be included in well completion and well workover estimates.
[.  Flare emission estimates included in other emission source specific estimates.
Cost to collect and analyze gas samples included in Total but not included in costs for individual emission
sources.

o

A review of the cost data in Table 1 shows:

 EPA has drastically underestimated the cost of rule compliance.

- The total estimated first year cost of compliance for Noble Energy alone is approximately
$16,000,000 with an average of about $8.50/tonne CO2e. Table W-5 of the proposed

rule preamble estimates the first year cost of compliance for the entire onshore

production sector to be about $22,700,000 with an of $0.18/tonne CO2e. The EPA cost
estimate is about a factor of 50 lower than the Noble Energy estimate.

- The total estimated cost of compliance for subsequent years for Noble Energy alone is
approximately $11,000,000 with an average of about $6.00/tonne CO2e. Table W-5 of
the proposed rule preamble estimates the subsequent years cost of compliance for the
entire onshore production sector to be about $8,600,000 with an of $0.06/tonne CO2e.
The EPA cost estimate is about two orders of magnitude lower than the Noble Energy
estimate.

* Very high compliance costs for numerous emission sources indicate alternative, simpler
emission estimation methods are needed or that these sources should be removed from the
reporting requirements.

- Annual costs for Hydrocarbon Liquids Dissolved CO2 are about $40,000/tonne CO2e.
These costs are a result of this being a very small emission source (as shown in Table 2
below) and the requirement for quarterly sampling of liquid hydrocarbon storage tanks.
As discussed below, this is an insignificant emission source to the total inventory.

- Quarterly sampling requirements contribute to the high costs for Produced Water
Dissolved CO2 and Acid Gas Removal Vent Stacks. As discussed above, AGRs are an
insignificant emission source to the total inventory.

- Extensive process sampling requirements contribute to the high costs for Production
Storage Tanks and Glycol Dehydrators.

- Surveying thousands of well sites and annual tracking of new, decommissioned, and
divested operations contribute to the high costs for Component and Gathering Pipeline
Fugitives. As discussed below, available data indicate Gathering Pipeline Fugitives is an
insignificant emission source to the total inventory.

- Direct measurement requirements contribute to the high costs for Reciprocating
Compressors Rod Packing Vents and Well Venting for Liquids Unloading. As discussed
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below, available data indicate Reciprocating Compressors Rod Packing Vents is an
insignificant emission source to the total inventory.

Response: Regarding comments that EPA underestimated the costs for onshore production, see
preamble Section 111.B.2 of today’s final rule for EPA’s response and discussion about the basis
for the cost estimates. See also comment EPA-HQ-OAR-2009-0923-1167-11 for EPA’s
response to the specific cost estimates presented above. Regarding the commenter’s cost issues
with monitoring methods, see EPA-HQ-OAR-2009-0923-1151-5, which discusses changes EPA
made to the today’s final rule to reduce burden for onshore production, such as requiring
operators to count their major equipment instead of each individual component.

Comment Number: EPA-HQ-OAR-2009-0923-1174-8
Organization: Devon Energy Corporation
Commenter: Richard Luedecke

Comment Excerpt Text:
3. Estimated Cost Impact on Oil and Gas Production

As described earlier, Devon has evaluated the economic impact of the proposed Subpart W. We
performed a source by source cost analysis using recent equipment counts. Devon’s cost estimate
for the first year of compliance is nearly $28 million, without contingency.

API’s projected industry-wide first year cost estimate exceeds $1.8 billion and is larger than
EPA’s projection of $27.7 million by a factor of at least 66 times. Although API used a different
approach to evaluate costs, there is congruence between Devon’s and API’s cost projections
because we operate approximately 2% of wells in the US and our cost estimate comprises
approximately 2% of the cost that API estimates.

Devon is convinced that EPA has significantly underestimated the cost impact and burden of
Subpart W. Therefore, EPA should:

* Re-evaluate the Economic Impact Analysis and restructure the rule to simplify the
requirements and reduce burden.

* Delay inclusion of the Onshore Petroleum and Natural Gas Production sector. This could be
accomplished by developing a phased implementation schedule for Subpart W so that industry
sectors with less resource-intensive requirements start reporting sooner and those with more
burdensome requirements start reporting later.

* Allow use of best available monitoring methods (“BAMM?”) for source types requiring metered
flow rates or monitoring parameters for calendar year 2011.

Response: EPA disagrees with the cost estimate provided by the commenter; please see

comment EPA-HQ-OAR-2009-0923-1174-2 for further details. Also, see comments EPA-HQ—
OAR-2009-0923-1151-89 through EPA-HQ-OAR-2009-0923-1151-106 for detailed explanation
of EPA’s analysis of API’s comments and conclusions that the commenter has cited. Regarding
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the comment that EPA revaluate the Economic Impact Analysis (EIA) and restructure the rule,
see preamble Section 111 for a summary of the economic impact analysis conducted for today’s
final rule. Regarding the commenter’s cost issues with the monitoring methods, see EPA-HQ—
OAR-2009-0923-1151-5, which discusses changes EPA made to the final rule to reduce burden
for onshore production, such as requiring operators to count their major equipment instead of
each individual component. Finally, regarding the commenter’s recommendation to delay
implementation of the rule, see Section Il.F of the preamble a complete response and discussion
about conditions under which reporters may use BAMM.

Comment Number: EPA-HQ-OAR-2009-0923-1011-29
Organization: El Paso Corporation
Commenter: Fiji George

Comment Excerpt Text:

Preamble at 18618 and 18625.—(KEY ISSUE) EI Paso believes that EPA has significantly
underestimated the level of effort and cost implications for Subpart W, as it applies to onshore
oil and gas production operations. As a result, reporting should be based on a field basis. A
detailed cost analysis has been included in Appendix II.

Preamble at 18618 and 18625, Economic Impacts of the Proposed Rule Support Reporting on a
Field Basis as Opposed to Cost Prohibitive Basin Approach

El Paso supports commenters, such as the American Exploration and Production Council, who
urge EPA to use the traditional definition of facility for oil and gas activities, rather than either
the field-level or basin-level approaches proposed. As between field-level and basin-level
reporting, EI Paso recommends that EPA employ the applicability threshold for exploration and
production based on applicable sources located within a reporting field or area that in the
aggregate emits over 25,000 metric tons per year. Through this rule development, in determining
the appropriate threshold and “facility” definitions, EPA must balance the coverage in terms of
emissions with the regulatory and cost burden to both industry and the regulatory agency.

Table W-2, on page 18618 of the preamble, indicates that at a proposed 25,000 metric tons
threshold, about 81% of the emissions are covered by employing the applicable facility defined
at “basin” level. However, as outlined in Table W-3 on page 18619, EPA concludes that about
55% of the emissions are covered by employing a facility definition at a reporting field level.

El Paso has been unable to reproduce EPA’s emissions or cost basis due to lack of information
provided in various support documents associated with the rule. The preamble is the first public
document where EPA has revised its estimates of the total emissions from the natural gas sector.
EPA has not given reasonable consideration or explanation of the costs of including E&P in the
monitoring and reporting rule requirements.

El Paso believes that EPA has significantly underestimated the level of effort and cost
implications for Subpart W, especially as it applies to onshore oil and gas production operations.
However, it is difficult to compare internal estimates of the cost impacts to EPA’s assumptions,
given that the Economic Impact Assessment (EIA), Technical Support Document (TSD), or
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information available on the Docket are not consistent with the basin-level facility definition or
do not provide sufficient detail to evaluate EPA’s cost assumptions. El Paso developed a detailed
cost estimate for our E&P operations and the number of sources associated with our upstream
operations for two reporting unit scenarios: (1) basin > 25,000 metric tons; and (2) field >25,000
metric tons. The detailed cost analysis has been included in Appendix Il. Figure 2 presents
estimated costs for El Paso’s onshore oil and gas production operations relative to the percent of
total emissions and number of regulated fields for each of the three reporting area scenarios.
Essentially, 98% of the emissions are covered at the basin level but at over twice the cost of
covering El Paso facilities at a reporting field basis.

Figure 2: El Paso’s Estimated Compliance Costs for Three “Reporting Area” Scenarios [see
original PDF for figure]

A. Basin Reporting Unit >25,000 metric tons CO2e:

El Paso constructed a detailed cost analysis on a source-by-source basis for all of its operations
that exceed 25,000 metric tons COZ2e at the basin level. For the upstream operations only, the
proposed rule will require that more than 1 million individual emission sources be measured or
documented in order to quantify and report emissions. El Paso has examined the level of effort
expected to gather data specified for onshore oil and gas production operations. Our estimates
show that first year compliance for Subpart W will require over 25 full time equivalents'®
(FTE). Subsequent years will require 17.1 FTEs. Based on our estimates for the basin-level
reporting unit, the emission sources with the largest compliance burden are 10K thresholds.

- Dissolved CO2: 8.57 FTEs to comply (for both Year 1 and subsequent years);

- General activities to develop data management systems and processes (including training) to
gather, report, and monitor the required information: 4.58 FTEs for Year 1, 2.65 FTEs for
subsequent years.

- Tanks: 3.75 FTEs for Year 1, 3.21 FTEs for subsequent years.

- Gas well workovers and completions (conventional and unconventional combined): 1.08 FTEs
for Year 1 and 0.59 FTEs for subsequent years.

- Well venting for liquids unloading: 1.05 FTEs for Year 1 and 0.62 for subsequent years.

- Reciprocating Compressor Rod Packing Vents: 0.71 FTEs for Year 1, and 0.67 FTEs for
subsequent years.

For a reporting unit defined as a basin > 25,000 metric tons CO2e, EIl Paso has 9 such basin-level
reporting units comprised of 60 E&P fields, with an average first-year cost of $732,713 per
basin.

B. Field Reporting Unit >25,000 metric tons CO2e:

For comparison, El Paso also examined the costs and emissions coverage based on defining the
E&P reporting unit at a production field level emitting > 25,000 metric tons CO2e (these details

192 ETE based on 2000 hours/year.
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are also provided in the cost analysis spreadsheet). This approach captures 65% of emissions
from EIl Paso’s E&P operations, but reduces the reporting burden to a total of 15 production
fields at an average cost of $206,000 per field. Emissions associated with fields not covered by
the provisions of the proposed rule, could be estimated by applying simple emission factors to
production rates or estimates of major equipment.

Based on the field level approach and 25,000 metric tons threshold, the estimated first year
compliance will require 9.9 FTEs and 7.9 FTEs for subsequent year compliance efforts.

Table 2: Comparison of El Paso and EPA Cost Estimates

Year 1 Costs/Facility Year 2 Costs/Facility
Basin Field > 25k | Basin >25k  Field > 25k
>25k MT/year MT/vear MT/year
MT/year

Facility Count 9 15 9 15

El Paso $732,713  $205,650 $546.810 $160,106

EPA $44.367 No Estimate | $13.691 No Estimate

C. Reporting Level Conclusions and Recommendations:

Based on the detailed cost analysis performed using inventory information rooted in three years
of third-party verified voluntary emissions inventories, EI Paso supports a production field level
approach and 25,000 metric tons COZ2e per year threshold. The quality of emissions information
gathered would be better for field-level data rather than basin-level data. Characteristics of the
produced oil and gas, method of separation and processing are more closely aligned with the
field from which the oil and gas is produced than from a broader basin perspective. EI Paso has
been compiling GHG emission inventories at the field level since 2006, using field designations
that are similar to that of the Energy Information Administration. We believe this approach
balances both coverage and regulatory and compliance burden.

APPENDIX II

Analysis of the EPA Proposed Greenhouse Gas Mandatory Reporting Rule Cost Impacts for
Natural Gas Systems

El Paso reviewed the EPA economic impact analysis for five types of natural gas industry
facilities affected by Subpart W of the proposed GHG mandatory reporting rule: (1) onshore
production facilities; (2) natural gas transmission facilities; (3) natural gas processing plants; (4)
underground storage facilities; and (5) LNG import facilities. The information made available to
the public through the rule docket is inadequate for conducting an independent review of EPA’s
calculations and many of its assumptions that form the basis for the Subpart W cost estimates
given in the RIA for onshore production facilities. Nonetheless, EI Paso’s reviews indicates the
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first year average cost impact

103

of $18,000 per pipeline transportation of natural gas system

facility and $24,000 per E&P facility is underestimated as shown in the following tables.
Table A-1: Total Cost Comparison By Segment

EFPA Estimates | Independent Estimates | Difference
Small
Segment ¥riTotal |[Yr2Total § Yr1Total | ¥r2Total J¥r1 Total |Yr 2 Total
ICnshere Production (Field =10K) 344,367 $13.681 $144 888 $111,401 698.38% 87.71%
|Gas Processing $12.019 £5,530 $27.758 $22.324 56.70% 75.23%
l‘l’mnsmi'ssinn $5.427 54,825 17,209 $16,853 51.29% 71.37%
Matural Gas St 511,913 55,096 15,320 514,874 22.24% 65.74%
Medium
Segment ¥r 1 Total ¥r 2 Total § ¥r 1 Total ¥r 2 Total |¥r 1 Total | ¥r 2 Total
Onshore Production (Field =25K) $44.367 $13.637 $205,651 $160,106 TB.43% 81.48%
|&as Processing $52,105 $11,607 $46,745 $43,155 -11.47% 73.10%
|Transmission $17.081 $8.490 $27.078 328,342 38.92% 70.04%
|Matural Gas Storage 520,528 59,153 524,509 $25.773 16.24% B4.459%
LNG Im $£21,251 £58,921 $20,354 $17,783 -4.41% 49 24%
Large
Segment ¥ri1Total |¥r2Total § Yr1Total | ¥r2 Total |¥r1 Total | ¥r 2 Total
|Dnshnm Production (Basin >25K) 244 367 513,637 $732713 $545,810 93.84% 87.51%
|Gas Processing $58,966 $13.785 $57,585 $48,870 -2.38% M.77%
|Transmission $21.910 $10.335 $33.081 $29.009 33.77% 84.37%
|I'~.I55uml Gas Storage 528 686 513,572 330,222 526,455 5.15% 438.70%

193 EPA Economic Impact Analysis for the Mandatory Reporting of Greenhouse Gas Emissions Under Subpart W
Supplemental Rule (GHG Reporting), Final Report, December 8, 2009.
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Table A-2: Onshore Production Year 1 Compliance Costs Based on Independent Estimates

Basin @25k Field @25k
Year 1 Labor Year 1 Year 1 Labor| Year 1 Capital
Emission Source Costs Capital Costs | Year 1 FTEs Costs Costs Year 1 FTEs
Cont. Pneumatic Blead Device 5 1,058| $ - 0.01 5 338 | 5 = 0.00
Low Pneumatic Bleed Device §  54,5631(5 - 0.36 § 34,547 8§ - 0.23
Pneumatic Pump Venting S 42,6438 = 0.28 $ 24176| S = 0.16
AGR Vent Stacks (CO2 only) g 2,756 ¢ 6,300 0.02 g 2,756 | % 6,300 0.02
Dehydrator Vent Stacks 5  56,175]5 - 0.37 $ 30,0945 = 0.20
Well Venting Liquids Unloading (Method 1) 5 59,063 | 5 90,000 0.39 5 14,766 | 5 22,500 0.10
Well Venting Liquids Unloading (Method 2) S 99,281 | 5 - 0.66 5 65,859 | S - 0.44
Conventional Gas Well Venting
Completions /Waorkovers $ 75825]5% - 0.51 $  62,400| 5 B 042
Unconwventional Gas Well Venting
Completions /Workovers $ 85500|S$ 60,000 0.57 $  21,373| 5 15,000 0.14
Storage Tanks § 552,406| $2,142,500| 375 $ 284,156| 5 1,082,500 1.89
Well Testing $ -6 - 5 -1 % -
Assoc. Well Gas Venting & Flaring S 1,500( S 6,000 0.01 5 750 5 3,000 0.01
Centrifugal Compressor Wet Seal Dil Degassing Vent S -1s - S -1 s -
Reciprocating Compressor Rod Packing Vents
Compressor Blowdown Valve Leak S 106,313| § 183,000 0.71 $ 54,338 | 5 96,600 0.36
Compressor Blowdown Vent {Unit Isolation Valve Leak)
Fugitive Sources - component basis 5 674,886 5 - 4,50 § 3625865 - 242
Gathering pipeline fugitives-miles S 1,800( s - 0.01 S 1,800 5 B 0.01
Coal Bed Methane Produced H,O Emissions
Hydrocarbon Liquids Dissalved CO; $ 1,285,500] & 2,100 8.57 $ 649,500 § 2,100 433
Produced H,O Dissolved CO,
General Costs (per field basis) $ 686250 $ 303,000 458 $ 1715633 75750 114
ToTALl ¢ 3,795,518] § 2,798,900 25 $ 1,781,003 | § 1,303,750 12
Basin/Field Count 9 15
Compliance Cost/Facility] $ 732,713 S 205,650
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Table A-3: Onshore Production Year 2 Compliance Costs Based on Independent Estimates

Basin @25k Field @25k
Year 2 Labor Year 2 Year 2 Labor| Year 2 Capital
Emission Source Costs Capital Costs|Year 2 FTEs Costs Costs Year 2 FTEs
Cont. Pneumatic Bleed Device S 159 $ B 0.00 S 51]5 - 0.00
Low Pneumatic Bleed Device 5 4365] 5 - 0.03 5 2,764] 5 - 0.02
Pneumatic Pump Venting 5 2,437] 5 = 0.02 5 1,382] 5 - 0.01
AGR Vent Stacks (CO2 only) $ 1,395 6300] o001 % 1395]% 6,300 0.01
Dehydrator Vent Stacks $ 50925|% | o3a s 2728138 -| o0as
Well Venting Liquids Unloading (Method 1) S 37125]s5 - 0.25 5 9,281] 5 - 0.06
Well Venting Liquids Unloading (Method 2) $  55598]5s - 0.37 S  36,881]5 - 0.25
Conventional Gas Well Venting
Completions/Workovers S 53,0785 B =5 S 43680]5s - L
Unconventional Gas Well Venting
Completions/Workovers S 3s000]5 = L 5 g5,000] 5 - Lz
Storage Tanks $ 482,063 $2,142,500( 321 $ 243563|% 1,082,500 1.62
Well Testing $ -8 -| ooo |3 -ls -| 0.0
Assoc. Well Gas Venting & Flaring S 600 S 6,000 0.00 S 300] 5 3,000 0.00
Centrifugal Compressor Wet Seal Oil Degassing Vent s -1 - 0.00 5 -1 - 0.00
Reciprocating Compressor Rod Packing Vents
Compressor Blowdown Valve Leak $ 100406| % 189,000 o087 & s51,319|¢  9se00| 0432
Compressor Blowdown Vent {Unit Isolation Valve Leak)
Fugitive Sources - component basis S 674895 - 0.45 S 36,2395 - 0.24
Gathering pipeline fugitives-miles $ 6001 $ - 0.00 $ 600| 5 - 0.00
Coal Bed Methane Produced H,O Emissions
Hydrocarbon Liquids Dissolved CO; $ 1,285,500( $ - 857 $ 649,500 % - 433
Produced H,O Dissolved CO;
General Costs (per field basis) S 395,730 5 3,000 2.65 S  99,188]| s 750 0.66
TOTAL $ 2,574,490 § 2,346,800 17 $ 1,212,444 ¢ 1,189,150 g
Basin/Field Count| 9 15
Compliance Cost/Facility] $ 546,810 s 160,106
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Table A-4: Onshore Production Emission Source Counts

Estimated Source Count

Emission Source Basin @25k | Field @25k
Cont. Pneumatic Bleed Device 47 15
Low Pneumatic Bleed Device 5,820 3,685
Pneumatic Pump Venting 1,083 614
AGR Vent Stacks (CO2 only) 3 3
Dehydrator Vent Stacks 140 75
Well Venting Liquids Unloading (Method 1) 180 45
Well Venting Liquids Unloading (Method 2) 2,118 1,405
Conventional Gas Well Venting
Completions /Workovers (Method?7?) 1,011 832
Unconventional Gas Well Venting
Completions /Workovers (Method??) 120 30
Storage Tanks 4,285 2,165
Well Testing 0 0
Assoc. Well Gas Venting & Flaring 20 10
Centrifugal Compressor Wet Seal Oil
Degassing Vent 0 0
Reciprocating Compressor Rod Packing Vents
Compressor Blowdown Valve Leak 315 161
Compressor Blowdown Vent (Unit Isolation
Valve Leak)
Fugitive Sources - component basis 1,079,817 580,138
Gathering pipeline fugitives-miles 2,404 910
Coal Bed Methane Produced H.O Emissions
Hydrocarbon Liquids Dissolved CO; 4,285 2,165
Produced H.O Dissolved CO4
General Costs (per field basis) 60 15

Response:

Overview of Compliance Cost Estimates and Supporting Documentation

EPA disagrees with the comment and has determined that EPA’s cost analysis accurately reflects
the compliance costs. Regarding the documentation, EPA has made all of the information
required to understand and replicate the Agency’s cost estimates available to the public by
placing it in the docket (EPA-HQ-OAR-2009-0923). The Economic Impact Analysis (EIA)
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serves as the core document; Section 4 of this document explains how EPA estimated the costs,
identifies and discusses underlying assumptions (e.g., number of labor hours assumed for each
activity and associated labor rates), and presents the detailed results and cost breakdowns. Also,
the EIA explains how EPA incorporated basin-level reporters in the cost model (Section 4.3),
breaks out costs specific to the basin-level reporting (see Tables 4-3 and 4-4), and discusses the
alternative field-level analysis (Section 5.1.4). The EIA specifies the basin-level approach used
for onshore production and Section 5.1.4 of the EIA shows how estimates at the field-level
compare with those at the basin-level. Additional, detailed supporting documents, such as the
spreadsheets underlying the threshold analysis and cost estimates for basin-level reporters in
onshore production, can be found in the docket; e.g., see Onshore Production Mandatory
Reporting Rule Analysis (EPA-HQ-OAR-2009-0923-0015). In sum, EPA does not agree with
the commenter that the information in the TSD, EIA, and other supporting materials in the
docket are not consistent with the basin-level facility definition. Rather, the EIA, TSD, and other
supporting materials document EPA’s analysis at the basin-level for cost estimates.
Consideration of Commenter’s Onshore Production Cost Estimates: Field-level and Basin-
level

Comparing the compliance costs of a large facility, such as the one represented by the
commenter, to the average compliance cost from EPA’s analysis is inaccurate and misleading.
While average onshore production compliance costs shed light on the costs from a national
perspective, they do not accurately reflect the likely costs for larger facilities. For today’s final
rule, EPA estimated costs for each reporter using actual activity data derived from the HPDI
database. The activity data shows an exponential growth in the number of wells and production
for higher emitting producers. This means that a small number of reporters are large in size and
the rest of the reporters are considerably smaller in size. Consequently, the average cost for all
reporters is highly skewed towards the smaller facilities. In fact, the highest individual reporting
cost is estimated at $136,791 while the lowest individual reporting cost is estimated at $6,981.
This range shows the large potential difference in reporting costs among petroleum and natural
gas operators and why a simple average is not an accurate estimate for larger reporters like the
commenter.

Nevertheless the commenter’s estimated cost still exceeds EPA’s maximum compliance cost
estimate. EPA has reviewed both the basin and field level cost estimates provided by the
commenter. However, the commenter did not provide sufficient details to substantiate the
estimate, such as assumptions relating to labor hours required for monitoring, to allow EPA to
respond in detail. The commenter provides FTE hours for monitoring each of the emissions
sources, but does not provide details about why that many FTESs would be required. Although
the commenter did not provide all the relevant details regarding their cost estimate, EPA has
reviewed the higher cost elements in the commenter’s total estimate and determined that the
commenter overestimated the costs for Hydrocarbon Liquids Dissolved CO,, Produce Water
Dissolved CO,, and Coal Bed Methane Produced H,O emissions, and Storage Tanks. EPA has
surmised that these gross overestimates may have resulted from unclear language in the proposed
rule and subsequent misinterpretation with regard to sampling requirements. Please see Section
I1.F of the preamble for further details and EPA-HQ-OAR-2009-0923-1151-92 for a response to
a comment about the sampling requirements.

EPA’s Analysis of Basin-level and Field-level Approaches: Emissions Coverage and Costs
Regarding the comments on the basin-level versus field-level reporting, EPA’s analysis of
national emissions covered under both options shows that the field-level option would result in a
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significantly lower coverage in emissions reported—57 percent at field-level versus 85 percent at
the basin-level for a 25,000 metric tons COZ2e threshold—and a higher cost per ton. Therefore,
EPA has concluded that basin-level reporting is more cost-effective because the cost per metric
ton to report under the basin-level definition is lower than under the field-level definition at the
reporting threshold. EPA notes that the total costs to report under the basin-level definition may
be higher but that is because a higher level of emissions are reported. See Section 11.D of The
April 2010 proposed rule found in docket (EPA-HQ-OAR-2009-0923-0002) for more
information about EPA’s decision to require basin-level reporting for the onshore production
segment.

Compliance Cost Estimates for Other Segments

Finally, for EPA’s response to the commenter’s estimates for natural gas transmission facilities,
natural gas processing facilities, underground storage facilities, and LNG import facilities see the
response to EPA-HQ-OAR-2009-0923-1011-27.

Comment Number: EPA-HQ-OAR-2009-0923-1014-5
Organization: Independent Oil and Gas Association of West Virginia
Commenter: Charlie Burd

Comment Excerpt Text:

To the extent that USEPA has concerns about the GHG emissions from those onshore production
wells that fall below the 25,000 tpy CO.e threshold, IOGA-WYV notes that various estimation
tools are readily available to the agency to calculate these emissions without imposing
unnecessarily costly requirements on individual operators. In West Virginia, for example, the
West Virginia Department of Environmental Protection maintains a record of the number of
active oil and natural gas wells in the state, and operators of these facilities must monitor and
report their oil and gas production levels on an annual basis. In addition, as noted in EPA’s
comments, USEPA operates the Natural Gas STAR Program, which the agency has already used
to identify emissions sources and estimate total emissions from the oil and gas sector. From this
information, and with the assistance of the various emissions estimation tools and methodologies
at USEPA's disposal, the agency should be able to estimate the marginal contribution from these
sources to the nation's total GHG emissions without singling out the oil and gas industry to bear
disproportionate costs of this proposal.

Response: EPA does not agree with the comment and expects today’s final rule to provide the
public accurate emissions and inform future policymaking. The alternatives suggested by the
commenter, such as voluntary reporting or reliance on existing production data, would not
provide complete and comprehensive estimates of facility-level emissions. In particular, the
Natural Gas STAR Program does not provide sufficient emissions data to accurately characterize
emissions from the entire United States for several reasons. First, Natural Gas STAR Partners
represent just over half of the industry operators in terms of throughput. Second, the Partners
have usually targeted the most economic reduction opportunities, meaning the emissions
reductions reported are skewed towards the higher emitters. Finally, the Partners have not always
reported emissions before and after reductions.

Regarding selection of reporting threshold, see Section I1.D of the preamble for more on the
threshold justification and monitoring requirements. In addition, Section 5 of the Economic
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Impact Analysis presents one of the analyses EPA conducted in considering the tradeoff between
monitoring costs and level of emissions coverage at various thresholds. For example, the
threshold cost-effectiveness analysis shows how the marginal costs and total emissions covered
change relative to the 25,000 ton threshold. Finally, EPA determined that screening tools would
facilitate reporting determinations and plans to make such tools available. Accordingly, EPA has
updated the Economic Impact Analysis to better account for reporting determinations and
expected use of screening tools; see EPA’s complete response in Section I11.B.2 of the Preamble
to today’s final rule.

Comment Number: EPA-HQ-OAR-2009-0923-1014-7
Organization: Independent Oil and Gas Association of West Virginia
Commenter: Charlie Burd

Comment Excerpt Text:

Regardless of how USEPA defines a "facility” for purposes of Subpart W, IOGA-WYV has
concerns about the heavy burden that the initial applicability determination will have on
potentially affected oil and gas operators. Unlike Subpart C of the agency's mandatory GHG
reporting rule,™® which applies to emissions from stationary fuel combustion sources, sources to
which proposed Subpart W may apply cannot conduct a relatively inexpensive, cursory review of
the number of units potentially covered by the rule and calculate whether or not monitoring and
reporting is required. Rather, USEPA's proposal forces oil and gas operators to conduct a year's
worth of monitoring on several systems in order to determine whether the rule is even applicable
in the first instance, using the same measurement and/or estimation methodologies that would
apply to future monitoring in the event that Subpart W ultimately is found to apply. Unlike other
industrial sectors, because oil and gas systems generally have not been subject to such extensive
monitoring requirements for their GHG emissions, many potentially covered entities do not yet
have GHG monitoring capability already in place. As such, determining whether Subpart W
applies----and, in the event that the rule does apply, implementing its various monitoring
requirements-will constitute a significant departure from current practice and will require the
investment of considerable time and resources. Indeed, in addition to the expenses associated
with the purchase and installation of this equipment, in many eases even assessing the
applicability of the proposed rule would require addition of staff to install, maintain and monitor
all of the systems covered by Subpart W. As discussed above, IOGA-WYV has serious concerns
that the sheer expense associated with conducting this monitoring-even if only for purposes of
determining Subpart W's applicability-will result in the premature capping, plugging and
abandonment of these small or marginal wells, which could have devastating effects on well
owners, as well as employees, their families, and local communities that depend on them. The
omission of a less burdensome screening measure undermines the administrative and cost
benefits that USEPA has sought to achieve by selecting its 25,000 tpy CO.e reporting threshold
in the first instance.

104 See 40 CFR. § 98.2(a)(3)(ii) (providing that those facilities containing stationary fuel combustion units, but no
source in any other source category covered by the mandatory reporting rule, are not required to report their GHG
emissions if their aggregate maximum rated heat input capacity from all stationary fuel combustion units is less
than 30 mmBtu/hr).
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For these reasons, IOGA-WYV recommends that USEIA consider a capacity-based threshold or
other less costly emissions estimation methods or tools that would allow oil and gas operators to
determine whether the reporting requirements of proposed Subpart W apply. Such an approach
would simplify the applicability determination to minimize the burden of proving that a facility
is below the 25,000 tpy CO.e threshold. Any initial applicability determination methodologies
can be separate from those methodologies required for actual emissions reporting by covered
entities.

Response: EPA agrees that screening tools would facilitate reporting determinations and plans
to make such tools available. Accordingly, EPA has updated the Economic Impact Analysis to
better account for reporting determinations and expected use of screening tools; see EPA’s
complete response in Section I11.B.2 of the preamble to today’s final rule. EPA does not agree
that reporters will require significant investment to comply with Subpart W, however. Please see
EPA’s response to EPA-HQ-OAR-2009-0923-1151-107 for further details; EPA’s response to
EPA-HQ-OAR-2009-0923-1151-5 discusses changes EPA made to today’s final rule to reduce
burden for onshore production, such as requiring operators to count their major equipment
instead of each individual component; EPA has allowed the use of best available monitoring
methods for certain sources to further reduce burden, please see the response to EPA-HQ-OAR—
2009-0923-1011-27 for more information; EPA-HQ-OAR-2009-0923-1005-7 discusses marginal
wells along with EPA-HQ-OAR-2009-0923-0053-1. Also, please see EPA’s response to EPA—
HQ-OAR-2009-0923-1303-2 for a discussion about Subpart W’s impact on the greater economy.

Comment Number: EPA-HQ-OAR-2009-0923-1015-1
Organization: The Petroleum Association of Wyoming
Commenter: John Robitaille

Comment Excerpt Text:

EPA has grossly underestimated the cost of implementation for this reporting rule. According to
EPA’s guidance, staff activities and labor were taken into consideration when drafting the
proposed rule. However, if the required sources to report remain aggregated by basin, the
number of affected facilities as well as travel to those affected facilities in remote areas does not
appear to have been taken into consideration; nor has the GHG emissions from vehicles traveling
to remote locations been taken into consideration. Furthermore, the EPA’s cost estimation
assumes that staff exists on-site to assist with GHG reporting implementation: the opposite is
true. Many operators will be forced to hire additional temporary staff or utilize consultants to
review and compile data from various divisions in order to determine if Yates is indeed in
compliance with the proposed rule.

In the Preamble (page 18610 of the Federal Register), the EPA states “This proposed
supplemental rule incorporates a number of changes, including, but not limited to, different
methodologies that provide improved emissions coverage at a lower cost burden to facilities than
would have been covered under the initial proposed rule, the inclusion of onshore production and
distribution facilities” While the original proposed rule called for reporting of 24 emission source
types, and this rule requires only 21, the EPA has lumped different types of pneumatic pumps
into more general categories, removed wet seal degassing and lumped fugitives into one general
category thereby resulting in a reduction in the number of reportable sources. Also, we concede
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that the original proposed rule required direct measurement of fugitives and other sources using
HIVOL sampling, bagging, etc... However, the newly proposed rule includes reporting
requirements for many smaller sources that have limited or no emission data that were not
previously addressed as well as wellhead activities by basin and pipeline/gathering fugitives.
EPA is still requiring direct measurement of many of these sources, which is costly and time
consuming, and remains significant for operators to comply.

Response: EPA does not agree with the comment. While this commenter did not provide an
alternative cost estimate, EPA has analyzed other commenters’ cost estimates for onshore
production and determined that they are too high. A detailed analysis is available in EPA’s
responses to comments EPA-HQ-OAR-2009-0923-1151-89 through EPA-HQ-OAR-2009-0923—
1151-107. EPA-HQ-OAR-2009-0923-1151-107 identifies source categories discussed in each
comment.

Regarding the comment about source coverage, EPA’s analysis shows that sources subject to
reporting under Subpart W release more than 80 percent of the emissions from the petroleum and
natural gas industry but comprise only 20 percent of total sources in the industry. Please see the
Technical Support Document (TSD) for today’s final rule found in docket (EPA-HQ-OAR-2009—
0923) for further discussion on source selection. Nevertheless, EPA has responded to concerns
about the burden to inventory geographically dispersed equipment leak emission sources and
modified today’s final rule requirements; see Sections 11.C and I1.F of the preamble (EPA-HQ—
OAR-2009-0923) for a discussion of changes EPA made in monitoring requirements for onshore
production. Regarding commenter’s assumptions about travel costs and about hiring additional
staff or using consultants to “determine if Yates is indeed in compliance with the proposed rule,”
see EPA’s response to EPA-HQ-OAR-2009-0923-1060-1. EPA has reduced the direct
measurement requirements for onshore production. Please see Section Il.E of the preamble to
today’s final rule for changes made to today’s final rule. Also, please see EMAIL-0002-9
(comment also located in rulemaking memo “Early Comment Submissions” in docket EPA-HQ—
OAR-2009-0923) for why EPA has retained direct measurement for some sources.

Comment Number: EPA-HQ-OAR-2009-0923-1024-39
Organization: Kinder Morgan Energy Partners, L.P.
Commenter: Kim Dang

Comment Excerpt Text:

Comments on the Economic Impact Analysis. Kinder Morgan believes that EPA’s Economic
Impact Analysis (EIA) of the proposed Subpart W significantly underestimates compliance costs
for the onshore petroleum and natural gas production source category and unrealistically assumes
that facilities with emissions less than 25,000 metric tons CO2-e will not have any compliance
costs. The effort for entities in the oil and natural gas sector to determine which facilities meet
the reporting threshold of 25,000 metric tons CO2-e per year is completely over looked. % Since
the proposed Subpart W provides no simplified or streamlined method for determining the
applicability of the rule to a given facility, Kinder Morgan would need to perform a full Subpart
W emissions assessment on almost all of its facilities in order to make certain that it is in full

105 40 C.F.R. SECTION 98.2(b) requires reporting facilities, including facilities that would be subject to the
proposed Subpart W, to apply the methodologies set forth in each Subpart to determine whether the reporting
threshold is met.
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compliance with the Mandatory Reporting Rule. For most facilities, such a screening assessment
may be required almost every year. Yet the EIA for the proposed Subpart W computes the
overall cost of the rule based on the assumption that 91% of facilities in the petroleum and
natural gas sector will be permanently excluded from the scope of the rule.®® This is an
unrealistic assumption that results in the gross understatement of the cost of the rule. EPA cannot
assume the costs of making applicability determinations are zero. Even with a simplified
screening mechanism, there will be significant effort associated with measurements at those
facilities which are above any screening level and below the reporting threshold.

The industry structure and costs summarized in Tables W-9 and W-10 in the preamble of the
proposed Mandatory Reporting Rule use NAICS codes incorrectly. For example, onshore natural
gas processing plants fall under NAICS code 211112, and should not be lumped together with
onshore natural gas gathering compression under NAICS code 486210. LNG storage and import
and export equipment fall under NAICS code 486210, not crude petroleum and natural gas
extraction NAICS code 211. This mischaracterization of the industry structure through incorrect
application of NAICS codes may be diluting the onshore petroleum and natural gas production
cost impacts resulting in underestimating costs on a per entity basis.

For those facilities that are clearly above the reporting threshold, Kinder Morgan believes that
EPA has significantly underestimated the cost of the proposed Subpart W. The American
Petroleum Institute (API) performed a careful inventory of the costs associated with the proposed
Subpart W for the onshore petroleum and natural gas production sector alone, and determined
that this sector would incur a first-year cost of approximately $1.68 billion, about sixty times
EPA’s estimate of $28 million. Building an inventory of well site components alone would cost
the industry $133 million, according to API. Of particular concern to Kinder Morgan is API’s
assessment that the proportion of onshore petroleum and natural gas production facilities covered
by the proposed rule is much higher than the 4% figure cited by EPA in the preamble to the
proposed rule.

Kinder Morgan’s own work with the proposed Subpart W has confirmed that the EIA cost
estimate is unrealistically low. Once the proposed rule was published, Kinder Morgan began a
series of field tests to explore the feasibility of implementing the proposed requirements. Based
on those field tests, Kinder Morgan has concluded that the cost per facility to conduct monitoring
in compliance with the proposed Subpart W for natural gas compression sector is over $14,000
per facility which includes the cost paid to contractors for labor and rental of the manlift and
other equipment. This burden would be incurred by Kinder Morgan alone for more than 200
facilities at a cost of over $3 million to determine applicability under the reporting threshold.
Importantly, this cost estimate reflects only ongoing year-to-year expenses associated with
Subpart W, and does not include the first-year costs associated with installing meters, training
personnel, and establishing data collection and quality control systems. In addition, EPA’s cost
estimates do not appear to recognize that the installation of meters at many individual
components will require costly shutdowns of equipment.’®” EPA’s cost estimate also fails to

106 E1A at p.4-10 (Table 4-6).

197 In part for this reason, Kinder Morgan recommends that EPA allow “best available data” to be supplied for the
first year of reporting (explained further below).
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evaluate the economic impacts that could result from service interruptions that could arise from
the requirement to monitor at three operational modes. Considering that EPA chose not to
finalize the original Subpart W in part because of the high industry burden it would have
imposed,*® EPA must include these costs when considering if and how to finalize Subpart W.

Kinder Morgan notes that EPA appears to have erroneously applied NAICS codes to affected
facilities and sectors in Table W-10 of the preamble when calculating cost-to-sales impacts of the
proposed Subpart W. For example, natural gas processing facilities belong to the three-digit
NAICS code 211, whereas Table W-10 has classified them under NAICS code 486210 (pipeline
transportation of natural gas). It is also not clear whether LNG import, export, and storage should
be included in NAICS code 211 (crude petroleum and natural gas extraction), since these
activities are more closely related to natural gas transportation. Because the NAICS classification
of facilities in Table W-10 affects EPA’s calculated cost-to-sales ratios for different segments of
the petroleum and natural gas industry, it is important for EPA to ensure that these facilities are
assigned the proper NAICS code in its economic analysis.

Even putting aside the costs not included in EPA’s economic analysis, Kinder Morgan believes
the costs of Subpart W are still disproportionately high relative to other Subparts and industries.
Kinder Morgan notes that the first-year cost of the proposed rule ($0.21 per ton CO2-e across all
industry segments)®® would be about seven times higher than the estimated first-year cost of
approximately $0.03 per ton CO2-¢ for the final Mandatory Reporting Rule as a whole.*™ In
subsequent years, EPA projects that the cost of reporting under the proposed Subpart W would
decline to $0.08 per ton of CO2-e !, which is still over twice as high as the first-year cost of the
Mandatory Reporting Rule. Given that even EPA’s overly optimistic EIA found that the
proposed Subpart W would be disproportionately costly, Kinder Morgan urges EPA to consider
the above recommendations to minimize the costs of the proposed rule, including, for example,
establishing a screening tool to determine the applicability of the rule to individual facilities.

Response: EPA agrees that screening tools would facilitate reporting determinations and plans
to make such tools available. Accordingly, EPA has updated the Economic Impact Analysis to
better account for reporting determinations and expected use of screening tools; see EPA’s
complete response in Section 111.B.2 of the preamble to today’s final rule.

Percentage of Facilities Covered

However, EPA disagrees with the commenter’s characterization of EPA’s assumption regarding
percentage of facilities covered. Please see EPA-HQ-OAR-2009-0923-1151-108 for EPA’s
response to API’s conclusion that the onshore petroleum and natural gas production facilities
covered by the rule would exceed 4 percent of facilities nationwide.. In addition, the Economic
Impact Analysis did not assume any reporter would be “permanently excluded” from the
reporting program. Rather, EPA used best available information to estimate the number of

198 See Mandatory Reporting of Greenhouse Gases, 74 Fed. Reg. 56,260, 56,319 (Oct. 30, 2009).
199 proposed Subpart W, 75 Fed. Reg. at 18,625.

119 See Mandatory Reporting of Greenhouse Gases, 74 Fed. Reg. at 56,363.

111 proposed Subpart W, 75 Fed. Reg. at 18,625.
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facilities likely to meet the reporting threshold, and then used that information to estimate
monitoring and reporting costs. EPA expects entities that did not meet the reporting threshold to
incur the determination costs discussed in Section 4 of the Economic Impact Analysis (EIA) for
today’s final rule found in docket (EPA-HQ-OAR-2009-0923).

Compliance Cost Estimate

EPA also disagrees with the comment that the cost estimated by the Agency is unrealistically
low for the compression sector. First, as described in preamble 11.F, EPA has modified today’s
final rule so that it does not require reporters to install meters that would necessitate equipment
shutdowns. This modification reduces burden while maintaining data quality. Second, as
described in preamble 11.D, EPA clarified today’s final rule to allow reporters to conduct an
annual measurement of each compressor in the mode as it exists at the time the annual
measurement is taken, with shutdown depressurized mode monitored for each compressor at
least once every three each years. EPA has also revised today’s final rule for onshore
production reciprocating and centrifugal compressors to use emission factors for calculating
emissions, rather than an annual measurement. Please see “Compressor Modes and Threshold”
in EPA-HQ-OAR-2009-0923.

Furthermore, EPA is unable to evaluate the commenter’s compliance cost estimate of $14,000
per facility because insufficient documentation was provided to explain how this figure was
calculated. For example, the commenter did not provide assumptions for the labor rate(s), labor
hours, or a detailed labor description used to calculate the estimated burden. Regarding the
American Petroleum Institute (API) cost estimates referenced by the commenter, EPA has
provided detailed responses to APl explaining why their estimates are too high; see EPA-HQ—
OAR-2009-0923-1151-89 through EPA-HQ-OAR-2009-0923-1151-107 for further details.
EPA-HQ-OAR-2009-0923-1151-107 identifies source categories discussed in each comment.
EPA estimates the compliance costs per facility in the first year and subsequent years as $27,084
and $7,088 respectively. EPA’s estimates include costs for registration; regulation review;
monitoring plan development; equipment; training; monitoring & measurement; documentation;
reporting; auditing; and archiving.

Regarding the comment about the burden for making a reporting determination, EPA concluded
that screening tools would facilitate reporting determinations and plans to make such tools
available. Accordingly, EPA has updated the Economic Impact Analysis to better account for
reporting determinations and expected use of screening tools; see EPA’s complete response in
Section 111.B.2 of the preamble to today’s final rule. EPA estimated determination costs for non-
reporters well below the threshold to use screening tools as well as the higher burden for those
entities that are close to, but do not exceed the reporting threshold, that will supplement the
screening tools with preliminary monitoring. Please see Section 4.4 of the Economic Impact
Analysis for a detailed discussion of these costs.

In addition, today’s final rule allows reporters to request the use of best available monitoring

methods under certain conditions, such as lack of service providers and qualified technicians;
please see the response to EPA-HQ-OAR-2009-0923-1011-27 for more information.
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Incorrect NAICS Codes

Finally, EPA agrees with the comment that the proposed analysis listed incorrect NAICS codes
for processing and liquefied natural gas and has since corrected the analysis to include
processing under NAICS code 211 and LNG under 48620. However, EPA disagrees that this
error resulted in incorrect estimates of the cost impacts or that it underestimated the costs. EPA
developed the costs per facility per segment independently and prior to allocating segments to
NAICS codes. That is, EPA aggregated the costs by NAICS code after the costs were estimated
within each segment on a facility-basis. The results of the screening analysis to determine
whether today’s final rule would have a significant impact on a substantial number of small
entities also show that the NAICS error did not cause an incorrect conclusion. The analysis for
today’s final rule, which assigned costs to the correct NAICS codes, resulted in the same
conclusion as the proposal—the rule will not have a significant economic impact on a substantial
number of small entities. See Section 5 of the Economic Impact Analysis for complete details
and results.

Comment Number: EPA-HQ-OAR-2009-0923-1031-11
Organization: Anadarko Petroleum Corporation
Commenter: William W. (Bill) Grygar

Comment Excerpt Text:

EPA has significantly underestimated the burden to industry to obtain the information to
calculate the emission estimate for gathering pipelines. It is also noted that the emission

factor for the gathering pipeline segments (2.81scf/hour/miles) is derived from an

unexplained total pipeline emission estimate of 6.6 Bscf. See TSD at 147-148. Anadarko
suggests that if EPA has already established this emission estimate, they should simply add it

to the rolled-up GHG inventory for the natural gas industry rather than requiring operators to
expend significant resources re-creating the exact same number.

Response: EPA disagrees with the commenter on the burden associated with estimating
emissions from gathering pipelines; the April 2010 proposal required reporters to so a simple
calculation (multiply the number of miles of gathering pipelines by the emissions factor provided
in the proposal). However, these costs are not relevant to today’s final rule because EPA does not
require the reporting of emissions from gathering pipelines and boosting stations. See Section
I1.F of the preamble for discussion about why today’s final rule does not include gathering
pipelines and boosting stations.

Comment Number: EPA-HQ-OAR-2009-0923-1031-5
Organization: Anadarko Petroleum Corporation
Commenter: William W. (Bill) Grygar

Comment Excerpt Text:
The rule would be far more costly than EPA predicts. Anadarko has worked in
conjunction with the API and GPA to develop an estimate of the cost of compliance with the

1007



proposed rule for the upstream and midstream sectors. Anadarko concurs with and
incorporates by reference the cost estimates provided in APl and GPA’s comments to the
proposed Subpart W.

API analysis shows that total costs for the upstream sector will range from $1.8 to 3.5 billion
per year, as compared with EPA’s estimate of about $28 million per year for the upstream
sector. API’s analysis shows that EPA’s estimate is over two orders of magnitude low.
Further, API’s analysis only concentrated on the upstream sector and did not include
midstream sector costs.

GPA evaluated the economic impact for the midstream sector. That analysis shows that total
costs for all gas plants would exceed $698 million while the total costs to gathering/booster
stations in the midstream sector would exceed $3.8 billion for the initial reporting year.

It is clear that EPA has failed to recognize the full impact of requiring reporting at all

facilities and pipelines in the upstream and midstream sectors. EPA should delay the final

rule pending a re-evaluation of the Economic Impact Analysis and rationalization of the rule
requirements, rule approaches, burden, and costs versus the amount of emissions covered.

These analyses show that EPA can and should significantly simplify and streamline reporting
requirements for the upstream and midstream sector, and we urge EPA to do so for all the
reasons set forth in these comments.

Response: Regarding the American Petroleum Institute (API) cost estimates referenced by the
commenter, EPA has provided detailed responses to APl explaining why their estimates are too
high; see EPA-HQ-OAR-2009-0923-1151-89 through EPA-HQ-OAR-2009-0923-1151-107 for
further details. EPA-HQ-OAR-2009-0923-1151-107 identifies source categories discussed in
each comment.

Regarding the commenter’s estimates for the midstream sector and the GPA cost estimates,
please refer to EPA-HQ-OAR-2009-0923-1151-107 and EPA-HQ-OAR-2009-0923-1206-25
respectively. EPA has assessed the commenter’s concerns about the processing segment and has
1) clarified specific requirements for reporters; 2) removed the requirement to report emissions
from gathering lines and booster compressor stations and 3) modified methodologies in a number
of areas, such as the monitoring of compressors in all the three modes of operations; please see
response to EPA-HQ-OAR-2009-0923-0055-16 and Section I1.F of the preamble to today’s final
rule for further details.

Comment Number: EPA-HQ-OAR-2009-0923-1040-8
Organization: American Exploration & Production Council
Commenter: V. Bruce Thompson

Comment Excerpt Text:

The rule would be far more costly than EPA predicts.

Member companies of AXPC have worked in conjunction with the API to develop an estimate of
the cost of compliance with the proposed rule for the upstream sector. AXPC concurs with and
incorporates by reference the cost estimates provided in API's comments to the proposed Subpart
W. This analysis shows that total costs for the upstream sector will range from $1.8 to 3.5 billion
per year, as compared with EPA's estimate of about $28 million per year for the upstream sector.
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API's analysis shows that EPA's estimate is over two orders of magnitude low.

It is clear that EPA has failed to recognize the full impact of requiring reporting at all facilities in
the onshore petroleum and natural gas production sector. API's analysis shows that EPA has
significantly understated the cost and burden of Subpart W as they are significantly higher than
EPA projected. AXPC requests that EPA re-evaluate the costs associated with this rule, and
should significantly simplify and streamline reporting requirements for this sector.

Response: EPA disagrees with the comment. Regarding the American Petroleum Institute (API)
cost estimates referenced by the commenter, EPA has analyzed those cost estimates and
determined that they are too high. A detailed analysis is available in EPA’s responses to
comments EPA-HQ-OAR-2009-0923-1151-89 through EPA-HQ-OAR-2009-0923-1151-107.
EPA-HQ-OAR-2009-0923-1151-107 identifies source categories discussed in each comment.
These references also discuss changes made to the rule to reduce burden; see Section Il.E of the
preamble to today’s final rule for a comprehensive summary of the changes made to today’s final
rule. Finally, EPA reviewed its Economic Impact Analysis (EPA-HQ-OAR-2009-0923) and
updated it to reflect changes in today’s final rule.

Comment Number: EPA-HQ-OAR-2009-0923-1060-29
Organization: Yates Petroleum Corporation
Commenter:

Comment Excerpt Text:

In the Preamble (page 18610 of the Federal Register), the EPA states “This proposed
supplemental rule incorporates a number of changes, including, but not limited to, different
methodologies that provide improved emissions coverage at a lower cost burden to facilities than
would have been covered under the initial proposed rule, the inclusion of onshore production and
distribution facilities” While the original proposed rule called for reporting of 24 emission source
types, and this rule requires only 21, the EPA has lumped different types of pneumatic pumps
into more general categories, removed wet seal degassing and lumped fugitives into one general
category thereby resulting in a reduction in the number of reportable sources. Also, we concede
that the original proposed rule required direct measurement of fugitives and other sources using
HIVOL sampling, bagging, etc. However, the newly proposed rule includes reporting
requirements for many smaller sources that have limited or no emission data that were not
previously addressed as well as wellhead activities by basin and pipeline/gathering fugitives.
EPA is still requiring direct measurement of many of these sources, which is costly and time
consuming, and remains significant for operators to comply.

Response: EPA disagrees with this comment; please see EPA’s response to EPA-HQ-OAR—
2009-0923-1015-1 for discussion about EPA’s basis for determining which sources to include in
the rule as well as revisions to today’s final rule that reduce monitoring burden..

Comment Number: EPA-HQ-OAR-2009-0923-1151-100
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:
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Section 98.233(n): Flare Stacks: For flaring associated with well testing and the potential for
flaring emissions from dehydrators, unconventional well workovers and completions, and tanks,
the rule points to the calculation methods for flare stacks.

* For flaring associated with well testing, API assumed each gas well covered by the rule is
tested one time per quarter. The vast majority of well tests are conducted while the wells are in
operation and do not require flaring. As a result, APl assumed 0.1% of the estimated 1,500,000
annual well tests were flared. Based on 1 hour to determine the GOR for each well, and $100 per
hour, results in a projected cost of $150K.

* No additional costs were assigned to flaring associated with dehydrators, unconventional well
workovers and completions, and tanks. For each of these sources, costs were estimated for
venting emissions from these sources (discussed previously). The flare equations would apply
the same volume estimates. Data management, which is addressed separately for all of the OPGP
sources, is the only cost that would apply to flared sources.

Response: The commenter’s estimated cost per well ($100) for testing and flaring is slightly
higher than EPA’s estimate per well (approximately $71). The difference in costs per well results
from different assumptions about labor rates. EPA assumes one hour for a junior engineer to
perform an emissions calculation with GOR measurement at a $71 per hour labor rate. Please
refer to Section 4 of the Economic Impact Analysis (EPA-HQ-OAR-2009-0923) for how EPA
determined labor rates for the oil and gas industry. EPA cannot respond further to the
commenter’s labor rate assumption because they did not provide any information to substantiate
it.

Regarding assumptions about activity data, the commenter assumed a lower number of annual
well testing and flaring events (1,500) than what EPA assumed (3,000). EPA based its estimate
of 3,000 on the assumption that all wells drilled and completed would flare the gas produced
during testing. While EPA’s activity data assumption is higher than the commenter’s, the
difference in national costs under each assumption is minimal—roughly $200,000 assuming
3,000 flarings versus about $100,000 assuming 1,500 flarings.

Today’s final rule allows reporters to use available GOR data from the wells being tested. EPA
assumes reporters will know this GOR data even in the absence of Subpart W, e.g., to determine
well flow rates and fluid characteristics as part of normal operations.

Comment Number: EPA-HQ-OAR-2009-0923-1151-101
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:
Section 98.233(0): Centrifugal compressor wet seal degassing vents: — API did not evaluate this
source category since centrifugal compressors are not often used in production operations.

Section 98.232(c)(16) and Section 98.233(w): EOR injection pump blow-down — API did not
evaluate this source category.

Section 98.232(c)(17) and Section 98.233(d): Acid gas removal (AGR) vent stacks — API did not
evaluate this source category
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Response: EPA appreciates this comment.

Comment Number: EPA-HQ-OAR-2009-0923-1151-104
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Combustion Units — non portable — Presuming that the natural gas factors in Table C-1 of the
rule can be used throughout the Onshore Production Sector, which enables Tier 1 or Tier 2,
operators would be required to track the run time and load (company data) for each individual
combustion unit in order to calculate fuel volume and hence emissions. If Table C-1 factors
cannot be used, then the industry would be faced with Tier 3 metering which would impose
astronomical time and cost burdens which are not evaluated further. Partially based on EPA’s
2008 Inventory of U.S. Greenhouse Gas Emissions and Sinks Table A-118, API estimates a
population of some 526,627 individual combustion units subject to the rule in the OPGP Sector.
These are comprised of the following: (1) Fired Separators = 307,734; (2) Other Heaters =
141,736; (3) Dehydrator Regeneration Heaters = 33,907; (4) Compressor Engines = 34,047; and
(5) Other Engines = 10,203. Despite the typically small size of the heaters (~0.3 MMBTU
average) and engines in the OGPG sector, the same “company data” will need to be tracked,
QA/QC’d, and used to generate fuel volume use and hence emission estimates, as required for
combustion units at discrete facilities meeting the 25,000 metric ton threshold in the original
rule. Assuming half hour per combustion unit to track and collect “company data”, perform
adequate QA/QC, and calculate emissions at a rate of $100 per hour the total cost is estimated as
$26.3 MM for this source category.

Response: The commenter has raised two issues about combustion emissions: use of the
appropriate method to calculate CO, emissions (i.e., the Tier methodologies specified in Subpart
C) and the associated burden to estimate fuel volumes. Regarding the use of appropriate method,
EPA did not intend for Subpart W to require reporters to use either Tier 3 or Tier 4 to report
combustion emissions from onshore production. Therefore, EPA has clarified today’s final rule
to require onshore production reporters to use either Tier 1 or 40 CFR 98.233(z), which is a
method in Subpart W similar to Tier 1, to estimate and report their combustion emissions. EPA
expects that onshore production reporters who combust fuels that are not listed in Table C-1
(e.g., field gas), and therefore not eligible for Tier 1, to use the method in Section 98.233(z) to
estimate and report emissions from combustion sources.

EPA agrees that the proposed requirement to monitor all combustion equipment in onshore
production would be burdensome. Therefore, the major combustion equipment subject to
reporting under today’s final rule includes compressor/ generator engines and drilling rigs.
Today’s final rule does not require reporting of emissions from external combustion units that
have heat capacity of 5 MMBtu per hour or lower. Instead, reporters will provide only an
activity count for external combustion equipment (fired separators, heaters, and dehydrators) at
or below 5 MMBtu per hour. EPA notes that the cost estimate for Subpart W process emissions,
specifically estimating major equipment leaks, assumes reporters do an activity count and
therefore also captures the burden for external combustion units to do these activity counts.
Furthermore, EPA has determined that nationally almost all of the heater/treaters, fired
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separators, and dehydrators fall below the 5 MMBtu per hour equipment threshold; hence there
is no burden to report from these sources.

EPA has determined that the combustion cost estimates for the April 2010 proposal, which are
used in today’s final rule as well, account for the monitoring and reporting burden associated
with onshore production equipment. The April 2010 combustion cost estimate assumed that
reporters would use the Tier 1 methodology or its equivalent and therefore incorporated labor
assumptions that were not specific to a particular industry segment. In response to the comments
and final rule changes, EPA used assumptions tailored to the onshore production segment to
estimate the costs for them to determine fuel consumption at compressor engines and drilling
rigs. Given that compressor engine fuel consumption can be determined using heat rate and
operating time of the equipment, EPA assumed that an operator would spend 10 minutes
collecting these data for each unit. For drilling rigs, operators can collect fuel consumption
information from their contractors, who typically drill and complete the wells and therefore
know how much fuel the equipment consumes. EPA has therefore assumed 30 minutes will be
sufficient to determine the fuel consumption for each drilling event. The combustion estimates
resulting from these tailored assumptions are lower than the estimates relying on assumptions
relevant to a broader array of industry segments; see the memo, “Additional Analysis of
Combustion Costs for Onshore Production,” for the detailed analysis and results (EPA-HQ-—
OAR-2009-0923). EPA has decided, however, to retain the higher estimate in order to provide a
more conservative estimate of combustion-related costs. See Section I11.A of the preamble to
today’s final rule for further discussion about the estimation of combustion costs.

Comment Number: EPA-HQ-OAR-2009-0923-1151-105
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Section 98.233(z): Portable equipment combustion emissions - Presuming that EPA requires
reporting of portable combustion units in the final rule (issues associated with these requirements
are outlined in Section I1l, comments 7, 12, and 41), the use of Tier 1 methodologies should be
allowed for this source category. API’s analysis estimates some 317,926 potential portable
combustion units subject to the rule in the OPGP Sector. Although only a subset of these would
be located at an individual well-site (well head) for more than 30 days in a year, operators would
still have to track each instance and gather “company records” for each portable combustion unit
from their owners to later determine if they had exceeded the 30 day time limit and were subject
to reporting. Estimating 2 hours total to track each portable combustion unit instance, obtain fuel
and BTU input information from the owner, obtain run hours and load or fuel use from the
owner, QA/QC the information, and calculate fuel use and emissions for each unit at a rate of
$100 per hour yields a total cost of $31.8 MM for this source category.

Response: First, EPA has modified today’s final rule such that reporters should not need to track
equipment operating at non-reporter facilities. Specifically, EPA has removed the 30-day time
limit for portable combustion units; reporters will provide information about equipment
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regardless of the duration of time each unit stays in one place. See response EPA-HQ-OAR-—
2009-0923-1170-7 for further details. Second, EPA disagrees with the labor assumptions and
costs presented in the comment. The commenter has applied the labor hours, including fuel use
tracking, BTU content, etc., to the entire population of portable combustion units (371,926) and
not the subset actually subject to reporting, which results in the unreasonably high $31.8 million
burden. See EPA’s response to EPA-HQ-OAR-2009-0923-1151-104 for details about on EPA
revisions to combustion emissions reporting from onshore production and labor assumptions.
Note that the requirements for portable equipment are the same as those for non-portable
equipment.

Comment Number: EPA-HQ-OAR-2009-0923-1151-106
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Data Management System Set-up and Data Entry: To adequately manage the massive amounts of
data required by the rule and enable QA/QC, emissions calculations, reporting and
recordkeeping, each covered entity will have to set-up some type of data system. A cost range
was examined, with a low range cost of $100,000 per data system for a reporting company that is
adding the calculation elements for the rule into an existing system, and a high cost range of
$850,000 for a reporting company that has to implement a data management system to handle the
required information. Using EPA’s estimate of 1,232 covered entities, this yields a cost range of
$123.2 MM to $1.05 B. Entering the required date into these systems is estimated to cost an
additional $47 MM for a total cost range of $169 MM to $1.1 B.

Response: EPA disagrees with the comments on both the data reporting software needs as well
as the associated costs. As discussed in Section 111 of the preamble to today’s final rule, EPA
does not require the use of any data management software in today’s final rule; it is at the
discretion of reporters to buy one for their own convenience. Accordingly, EPA’s analysis
focuses on the activities and equipment required to fulfill today’s final rule’s requirements.
Section 111 of the preamble to today’s final rule summarizes the basis for EPA’s disagreement
with this comment. The remainder of this response provides additional details underlying EPA’s
analysis of this comment.

First, the estimate of 1,232 reporters cited by the commenter represents a combination of
operators and basins. EPA has estimated that under today’s final rule that there will be 981
reporters for onshore production, which represents 557 unique operators. Approximately 92
percent of these 557 unique operators have a limited presence in one to three basins, as follows:
428 operators will report from one basin only; 59 from two basins; and 25 from three basins.

The remaining 8 percent (45 operators) operate in more than three basins. Although the operators
with a presence in more than three basins may have greater data management needs, they can
effectively use spreadsheet and database software because the monitoring methods require a one—
time data collection, not a continuous data collection that might warrant complex data
management software. EPA has therefore concluded that operators subject to the rule do not
need sophisticated or customized data management software to monitor and report emissions
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from their limited operation size; they can effectively do that using spreadsheet and database
software in common use (such as MS Excel® and MS Access®).

Although not required under the rule nor viewed necessary by EPA, reporters may use
customized software packages for data collection. Reporters, for example, may use the
SANGEA® software, which has been available for over a decade and free of charge, to
accommodate the rule data collection requirements. EPA has found that major oil and gas
operators already use software programs like SANGEA® that can be adapted to accommodate
the data collection requirements for this rule.

Also, consideration of the unique number of reporters is key because those who choose to
develop or purchase a data collection system will likely obtain one for all of the basins in which
they operate, not one for each of the basins for which they report.

In sum, EPA determined that the commenter’s cost estimate is much higher than the data
management software that may be considered by reporters. Although the commenter did not
provide any information about the software represented in its analysis (except for cost), a system
in the price range assumed by the commenter is usually customized to accommodate data needs
that extend far beyond the scope of this rule. See Section I11.B of the preamble to today’s final
rule for further discussion. EPA concluded that the Economic Impact Analysis presents a
realistic estimate of the costs to collect and manage data under today’s final rule.

Comment Number: EPA-HQ-OAR-2009-0923-1151-107
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

API Cost Estimate Summary: As the following table illustrates, API’s projected burden and costs
for the Onshore Petroleum and Natural Gas Production sector under the proposed rule exceed
$1.83 billion and are larger than EPA’s projection of $27.7 MM by a factor of at least 66 times.
API’s alternative cost estimate is not inclusive of all sources (e.g., acid gas removal) and applies
conservatively low estimates for many cost elements, such as meter costs, analytical costs and
labor time. Even with these conservative assumptions, the cost per metric ton of CO2 equivalent
emissions from API’s analysis exceeds $8.17 vs. EPA’s estimated $0.18 per metric ton in Table
W-5 of the preamble.
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Onshore Petroleum and Natural Gas Production

Source Category or Activity

API Projected Cost $MM

Well Site Inventory $133.4
Ancillary Facility Inventory $2.0
Well-bore Configuration Inventory $33.3
Dehydrators $24.6
Hydrocarbon Tanks $192.3
Hydrocarbon Ligquids Dissolved CO2 - Low $281.4
Hydrocarbon Liguids Dissolved CO2 - High $791.4
Produced Water Dissolved CO2 $600.1
Reciprocating Compressors Rod Seals - Low $20.3
Reciprocating Compressors Rod Seals - High $33.0
Pneumatic Pumps $52.0
Well Venting for Liguids Unloading - High (Method #1) $117.9
Well Venting for Liquids Unloading - Low (Method #2) $58.5
Unconventional Well Completion and Work-over - High (Method

#1) $15.0
Unconventional Well Completion and Work-over - Low (Method

#2) $7.6
Conventional Well Completion and Work-over $2.1
Associated Gas Venting and Flaring $0.1
Well Testing Flaring $0.1
Centrifugal Compressor Wet Seal Degassing Vents Not Analyzed
EOR Injection Pump Blow-down Not Analyzed

Coal Bed Methane Produced VWater

Included in produced
water dissolved CO2

Combustion Units - non portable $26.3
Combustion Units - portable $31.8
Data Management - Low Estimate (Method #1) $169.4
Data Management - High Estimate (Method #2) $1,096.1
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Onshore Petroleum and Natural Gas Production
Source Category or Activity API Projected Cost $MM
Total - Low estimates $1,635.3
Total - High estimates $3,151.5
Qverhead and Management (@12%) - Low Total $196.2
Qverhead and Management (@12%) - High Total $378.2
Total - Low estimates w/overhead $1,831.6
Total - High estimates w/overhead $3,529.7
EPA 's Cost Estimate $27.7
Ratio - APl Low estimates to EPA 66
Ratio - APl High estimates to EPA 127
EPA Emissions Covered MM MT's CO2e (Preamble Table W-
2) 224
EPA Initial Year Cost per MT CO2e $0.12
API Initial Year Cost per MT CO2e - Low Case $8.17
API Initial Year Cost per MT CO2e - High Case $15.74

Response: Except as noted below, EPA disagrees with this comment and has determined that
the commenter’s cost estimates are too high. See EPA’s responses to the following comments
for detailed explanation of EPA’s analysis and conclusions:

EPA-HQ-OAR-2009-0923-1151-89: for response to commenter’s estimates of the
number of wells and total emissions covered; the costs to inventory well and non-well
sites; costs for well bore configuration; assumptions about travel to the sites; and the
costs to make reporting determination

EPA-HQ-OAR-2009-0923-1151-90: for response to the commenter’s cost estimate for
dehydrator units

EPA-HQ-OAR-2009-0923-1151-91: for a response to the commenter’s cost estimate for
tanks in hydrocarbon liquids service

EPA-HQ-OAR-2009-0923-1151-92: for response to the commenter’s cost estimate for
hydrocarbon tanks and the hydrocarbon liquids dissolved CO2 category
EPA-HQ-OAR-2009-0923-1151-93: for a response to the commenter’s cost estimate to
sample hydrocarbon liquids dissolved CO; and produced water dissolved CO,
EPA-HQ-OAR-2009-0923-1151-94: for a response to the commenter’s cost estimate for
reciprocating compressor rod packing venting

EPA-HQ-OAR-2009-0923-1151-95: for a response to the commenter’s cost estimate for
pneumatic pumps

EPA-HQ-OAR-2009-0923-1151-96: for response to the commenter’s cost estimate for
well venting for liquids

EPA-HQ-OAR-2009-0923-1151-97: for response to the commenter’s cost estimate for
unconventional well completions and workovers

EPA-HQ-OAR-2009-0923-1151-98: for response to the commenter’s cost estimate for
conventional well completions and workovers
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e EPA-HQ-OAR-2009-0923-1151-99: for response to the commenter’s cost estimate for
associated gas venting and flaring

e EPA-HQ-OAR-2009-0923-1151-100: for response to the commenter’s cost estimate for
well testing flaring

e EPA-HQ-OAR-2009-0923-1151-101: for response to the comment about centrifugal
compressor wet seal degassing vents

e EPA-HQ-OAR-2009-0923-1151-102: for response to the comment about EOR injection
pump blowdown

e EPA-HQ-OAR-2009-0923-1151-103: for response to the comment about acid gas
removal vent

e EPA-HQ-OAR-2009-0923-1151-104: for response to the commenter’s cost estimate for
non-portable combustion units

e EPA-HQ-OAR-2009-0923-1151-105: for response to the commenter’s cost estimate for
portable combustion units

e EPA-HQ-OAR-2009-0923-1151-106: for response to the commenter’s cost estimate for
data management

e EPA-HQ-OAR-2009-0923-1151-129: for response to commenter’s cost estimate for
produced water emissions

e EPA-HQ-OAR-2009-0923-1151-5: for details regarding EPA’s changes to address other
commenters’ burden concerns.

Comment Number: EPA-HQ-OAR-2009-0923-1151-5
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:
Estimated Burden on Oil and Gas Production

The expansion of the MRR to include the entire natural gas supply chain, from dispersed wells
and small facilities to distribution meter stations and city gates; tremendously expands the scope
of the rule in terms of number of sites, source types, and monitoring/calculation methodologies.
Given the size and complexity of the U.S. oil and gas production, gathering, processing,
transmission, storage, and distribution sector; with over 823,000 producing wells, tens of
thousands of ancillary facilities, thousands of miles of collection, transmission, and distribution
pipeline systems, millions of individual pieces of equipment and components, and complex
operating and ownership arrangements; it is imperative that a simple and innovative system be
defined that balances the data collection and reporting burden against the amount of GHG
emissions quantified.

API believes that EPA has significantly understated the cost and burden of the rule in their
Economic Impact Analysis for the newly included Onshore Petroleum and Gas Production
(OPGP) category. API’s projected burden and costs for the Onshore Petroleum and Natural Gas
Production sector under the proposed rule exceed $1.8 billion, significantly larger than EPA’s
projection of $27.7 MM. The cost per metric ton of CO2 equivalent emissions from API’s
analysis is $8.17 compared to EPA’s estimated $0.18 per metric ton as stated in Table W-5 of the
preamble. Details on how we reach this conclusion are provided in a separate cost analysis
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described in Section VI.

As illustrated in API’s cost analysis, the burden of the rule is significantly higher than EPA has
projected. Our estimates also show that in total over 2,200 man-years (based on 2,000 hours per
year) are required by the oil and gas production sector in the first year just to meet the
compliance requirements. As a result, we firmly believe that EPA’s timing goals are
unachievable given the vast number of sites and sources subject to this reporting rule that have
not previously had regulatory reporting or inventory requirements, coupled with the
extraordinary amount of work that must be done to implement the rule. To illustrate the
impossibility of immediate implementation: if the average well site takes 2 hours to drive to and
inventory components, it would take 667 man years (based on 2,000 hours per year) just to
inventory the fugitive components and equipment on the 667,000 wells covered under the rule.

Absent withholding the Onshore Petroleum and Natural Gas Production portion of the rule, API
recommends simplifying several portions of the rule, and a phased rule implementation approach
in place of the current unrealistic deadlines.

To further streamline the burden imposed by Subpart W, EPA must provide a simplified
screening mechanism for onshore oil and natural gas operations to determine if they are required
to report. Without a threshold screening mechanism for any of the sector categories covered by
Subpart W, all oil and natural gas operations have to compile a GHG inventory to determine if
they exceed the threshold. EPA neglected to include the cost associated with this activity. In the
first year, 100% of the source categories will need to be estimated using the proposed methods to
determine the rule applicability.

API| Requests:

To address this widely disparate projection of burden and costs, API requests the following:

- EPA should delay inclusion of the Onshore Petroleum and Natural Gas Production sector in the
final rule pending a re-evaluation of the Economic Impact Analysis and rationalization of the
rule requirements, rule approaches, burden, and costs versus the amount of emissions covered.

- To address the unprecedented amount of work and resources necessary to implement the rule as
proposed, API requests the use of BAMM for source types requiring metered flow rates or
monitored parameters for the initial year. BAMM is particularly important for a sector like oil
and gas. Unlike a chemical plant or a refinery, oil and gas operations are spread out over a basin
and are often not staffed at all times. Often there is little existing infrastructure at these disparate
locations. Therefore, the use of appropriate meters and the counting of pieces of equipments will
be more difficult for these spread out oil and gas sources. In addition, given that many of the
sources are relatively minor individually and can be grouped together for estimation purposes,
API has proposed several simplifications that do not compromise data quality. Even with event
the Sub-basin entity simplifications that APl has proposed, a phased implementation of the rule
over a period of several years will be necessary to fully understand the requirement of the rule,
inventory all sources subject to the rule, and develop data collection systems, etc. to comply with
the rule.

- When re-structuring and finalizing the rule, EPA should take all opportunities to simplify the
requirements and reduce burden. The rule should allow for simplified methods or outright
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exemptions for devices and operations that are below a size or threshold level. Such units may
include, but are not limited to, ‘no-bleed” pneumatic controllers; storage tanks and gas
dehydrators with low throughputs; small compressors, small combustion units and similar
sources.

- EPA must provide a simple screening approach to determine applicability. For example, a
Basin entity with 50 wells or less, at EPA’s estimated emissions of 370 tonnes CO2e per well,
could be exempted from reporting.

Response:

Burden Comments: Monitoring Requirements and Scope of the Rule

EPA has carefully considered the complexity of the onshore production operational structure. As
discussed in today’s final rule, EPA has decided to require reporters to monitor and report
emissions from specific sources using monitoring methods tailored to minimize the reporting
burden while maintaining the collection of reasonable-quality emissions data. For example, EPA
has revised today’s final rule to require operators to count their major equipment instead of each
individual components. Other changes include allowing the use of existing available produced
gas composition data reducing the need to sample, setting equipment thresholds that require only
a subset of equipment to be monitored more rigorously, and allowing the use of engineering
estimation to determine equipment throughputs. See Section I1.E of the preamble for all the
major changes to the rule.

Regarding the comments about balancing the compliance burden against the data collected, see
EPA’s response to EPA-HQ-OAR-2009-0923-1014-5, which discusses the analyses EPA
conducted to consider these tradeoffs.

Compliance Cost Estimates and Underlying Labor Assumptions

EPA has also reviewed the commenter’s statements about the costs and weighed that input
against its Economic Impact Analysis. EPA has concluded that while some adjustments were
necessary (e.g. accounting for threshold determinations made by entities that do not meet the
emissions threshold), the Agency’s methodology and assumptions were sound and relied on best
available data to estimate the costs. Please see Sections 4 and 5 of the Economic Impact
Analysis (EPA-HQ-OAR-2009-0923) for the changes to EPA’s cost estimate since the April
2010 proposal. EPA disagrees with the commenter’s cost estimates. EPA has analyzed the
commenter’s cost estimates and determined that they are too high. A detailed analysis is
available in EPA’s responses to comments EPA-HQ-OAR-2009-0923-1151-89 through EPA—
HQ-OAR-2009-0923-1151-107. EPA-HQ-OAR-2009-0923-1151-107 identifies source
categories discussed in each comment.

In addition, EPA disagrees with the commenter’s estimate of the number of man-hours required
to report under the rule. Specifically, EPA disagrees with the commenter’s assumption that
reporters would have no reason other than data collection for Subpart W to visit each of the
wells. Please refer to EPA-HQ-OAR-2009-0923-1060-1 for further discussion.

Reporting Determination: Screening Tools and Cost Estimates

Regarding the costs for facilities to make a reporting determination, EPA agrees that the
Economic Impact Analysis would better reflect the rule’s total economic burden by including all
reporting determination costs. The Agency also agrees that screening tools would facilitate
reporting determinations and plans to make such tools available. Accordingly, EPA has updated
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the Economic Impact Analysis to better account for reporting determinations and expected use of
screening tools; see EPA’s complete response in Section 111.B.2 of the Preamble to today’s final
rule.

Recommendations for BAMM and Timing of Rule Implementation

Regarding the commenter’s recommendation to delay implementation of the rule, see Section
I1.F of the preamble a complete response and discussion about conditions under which reporters
may use BAMM. Regarding the phased-in implementation, EPA has modified the emissions
monitoring requirements such that reporters can gather sufficient data in the first reporting year
itself. Hence, EPA does not see the need to conduct a phased-in implementation. For any
exceptional circumstances under which data cannot be gathered in the first year, the reporters
have the option to request BAMM.

Comment Number: EPA-HQ-OAR-2009-0923-1151-89
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

API believes that EPA has significantly understated the cost and burden of the rule in their
Economic Impact Analysis — particularly for the newly included Onshore Petroleum and Gas
Production (OPGP) category. Our analysis, which is not inclusive of all sources and costs,
applies conservative (i.e., low) values for many of the estimates. Even with these conservative
assumptions, our analysis suggests that EPA’s projection of first year costs of $27.7 MM
(preamble Table W-5) for this category is too low by more than an order of magnitude. Details of
how we reached this conclusion follow:

- Although EPA notes that only 4% of the potential OPGP facilities (defined at the Basin level)
will be covered under the rule (preamble Table W-2) at the proposed 25,000 metric ton
threshold, EPA also determined that some 81% of the emissions from this category would be
covered. It is logical to assume that to achieve 81% emissions coverage, close to 81% of the sites
and equipment comprising the “facility” as defined in the rule would be covered by the rule.
Assuming 81% of equipment and activities in the OPGP sector are included in the rule and with
some 823,000 wells in the Energy Information Administration’s (EIA) 2008 report, this implies
rule coverage of about 667,000 of these well sites and the requirement for inventory and
monitoring activities at each of them.

- Since the rule fails to provide a simple method of determining applicability, emission
estimation is required at each individual well site and associated surface facility in this category
just to determine if the reporting threshold is exceeded.

- Based on an analysis of wells per operator in each basin, the 667,000 count is likely low. (API
can provide EPA with additional information on this analysis.) Applying emissions per well
estimates of 5,000 (EPA’s high range estimate), 700 (EPA’s mid-range estimate), and 370
(EPA’s low estimate) metric tons of CO2e per well yields coverage of 846,142 wells, 737,985
wells, and 668,898 wells respectively.

- At each of these sites, owners/operators will have to undertake a detailed inventory of
equipment and fugitive components on the site. As structured, the rule would require visiting
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each well site to determine at least the following:

* Section 98.232(c)(1) and Section 98.233(a): High Bleed Pneumatic controller inventory with
model number

* Section 98.232(c)(2) and Section 98.233(b): Low Bleed Pneumatic controller inventory

* Section 98.232(c)(3) and Section 98.233(c): Pneumatic Pump inventory by model number
* Sections 98.232(c)(10), (18), and (20) and Section Section 98.233(j), (X)n and (y): Tanks in
both water and hydrocarbon liquid service

* Section 98.232(c)(11) and Section 98.233(p): Reciprocating Compressors by model number
and horsepower

* Section 98.232(c)(21) and Section 98.233(r): Fugitive Component Inventory

* Subpart C: Combustion Unit Inventory

- Assuming that driving to each well site, inventorying the equipment and fugitive components
and logging them for future entry into a database takes an average of 2 hours and that the average
charge for a person and vehicle to conduct this inventory is $100/hr, the inventory of well sites
alone would suggest a cost of about $133.4 MM for the initial inventory of well sites (667,000)
which is 4.82 times EPA’s total cost estimate for the OPGP sector.

- This same type of inventory activity would have to be conducted at other sites (i.e., non-well)
within the OPGP category. Assuming one such site for every 100 wells with 3 hours per site (due
to the larger nature of associated sites) and the same cost per hour, this would add an additional
$2.0 MM in cost.

- In addition to the physical site inventory, the well bore configuration (depth, tubing size, casing
size, packer arrangement, etc.) would have to be verified for each individual well to enable
estimation of “blow-down” emissions for both the well venting for deliquification source type. It
is assumed that this can be accomplished by a file review (electronic or hard copy) and will not
require any physical inventory. Assuming 0.5 hours per well and fully loaded cost of $100 per
hour for an engineering technician to review and verify the well-bore configuration adds an
additional $33.3 MM in cost.

Response: Regarding the comment that EPA underestimated the costs, see EPA’S response to
EPA-HQ-OAR-2009-0923-1151-5 for a summary of EPA’s assessment of the commenter’s
estimates and the Agency’s estimates.

Percentage of Wells Reporting to Subpart W

In addition, EPA disagrees with the commenter’s assumption about the number of wells subject
to reporting under the rule, specifically, that 81 percent of the wells account for 81 percent of the
emissions. This assumption, which resulted in much more labor and complex monitoring than
required under the proposal, is incorrect. The magnitude of emissions from wells will vary
because wells produce different volumes of natural gas and petroleum. Therefore, monitoring 81
percent of the wells does not necessarily account for 81 percent of emissions.

Instead of assuming that percentage of the rule’s national emissions coverage (81) equals the
percentage of national wells covered (81), EPA used data on actual production volumes to
estimate the emissions per well. Specifically, EPA conducted the threshold analysis using actual
data available through the commercial database from HPDI LLC, which collects these data
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primarily from individual petroleum and natural gas producing States that require petroleum and
natural gas producing companies to report field data. The HPDI database includes operator well
count. In most cases, HPDI provides data for each well on the production of petroleum and
natural gas by operator and basin; some data are listed by property, which is a collection of
wells. EPA developed a reasonable estimate of the emissions per well by apportioning the
national emissions from each emissions source type to each of the wells based on the
contribution of petroleum and natural gas production from each well to the national total. This
analysis suggests that approximately 60 percent of the wells are covered by the reporters, not 80
percent.

Furthermore, 60 percent is a conservative estimate for the number of potential site visits because
multiple wells are typically connected to one set of equipment located at one of the wells. For
example, the U.S. National GHG Inventory estimates that there are 2 to 3 wells connected to one
separator. Hence, reporters will not need to visit all of their wells covered by the rule for
detailed data gathering; EPA estimates that approximately 30 percent of the well pads in the U.S.
will have equipment that may be visited for detailed data gathering.

In sum, the commenter’s assumption about the number of wells covered produced a higher
estimate of the number of wells covered, which in turn resulted in significantly higher estimates
of compliance costs.

Cost to Visit Well Sites

In addition, EPA disagrees with the commenter’s estimates of the costs to visit well sites and
non-well sites to collect data for compliance with Subpart W. EPA has accounted for costs to
gather rule-related data at the well sites assuming that reporters will accommodate data gathering
during their routine business-as-usual site visits. See response EPA-HQ-OAR-2009-0923-1060—
1 for further details.

EPA also disagrees with the commenter’s estimates for well blow-down calculations, in
particular the assumption that reporters would need to review and verify well-bore
configurations. Reporters will need four parameters to do well blow-down calculations: well
depth; well tubing diameter; well casing diameter; and well shut-in pressure. Oil and gas
operators already submit most or all this information to individual state oil and gas commissions
on an annual basis. In addition, this is basic data on wells that operators maintain internally.
Therefore, EPA determined that reporters will not need to spend additional time verifying data
about well-bore configurations that will have been recently verified for state or internal purposes.
Accordingly, EPA deems the commenter’s cost estimate as unnecessarily high.

Determination Cost and Screening Tools.

EPA agrees that screening tools would facilitate reporting determinations and plans to make such
tools available. Accordingly, EPA has updated the Economic Impact Analysis to better account
for reporting determinations and expected use of screening tools; see EPA’s complete response
in Section 111.B.2 of the preamble to today’s final rule.

Comment Number: EPA-HQ-OAR-2009-0923-1151-90
Organization: American Petroleum Institute
Commenter: Karin Ritter
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Comment Excerpt Text:

Section 98.232(c)(14) and Section 98.233(e): As proposed, the rule requires an inventory of each
covered dehydrator unit for a variety of physical and operational parameters along with sampling
of the inlet feed gas for composition and water content and the outlet gas for water content.
Assuming 81% coverage of the 41,861 dehydrators in EPA’s 2008 Inventory of Greenhouse Gas
Emissions and Sinks for the Natural Gas Production Stage yields 33,907 dehydrators covered
under the rule. An inventory of each of these is assumed to occur while inventorying well-sites
and assumed to add 0.5 hours of contractor time at $100/hr yielding $1.7 MM in costs.
Additionally, sampling and analysis of the dehydrator inlet and outlet gas for water content and
the inlet gas for composition is projected to cost $25 for each water content analysis and $475 for
each gas sample and extended compositional analysis. An additional 1.5 hours is projected for
collecting the samples, set-up and modeling of each dehydrator at a rate of $100/hr. Applying the
combined analytical costs of $525 per dehydrator to the 33,907 covered dehydrators yields an
additional $17.8 MM in costs. Combined with the labor costs, this yields a total of $24.6 MM for
dehydrator inventory.

Response: EPA disagrees with the commenter’s cost estimate for dehydrator units, in particular
the number of dehydrators subject to reporting. First, EPA disagrees with the assumption that 81
percent of the dehydrators listed in the 2008 Inventory of Greenhouse Gas Emissions and Sinks
for the Natural Gas Production Stage; see the response to EPA-HQ-OAR-2009-0923-1151-89 for
discussion about why it is inaccurate to assume 81 percent of sources are subject to monitoring.
Instead, EPA obtained its estimate that 24,405 dehydrators will be subject to reporting under the
rule from its threshold analysis, discussed in EPA-HQ-OAR-2009-0923-1151-89 and the T
Technical Support Document (TSD) for today’s final rule found in docket (EPA-HQ-OAR-2009—
0923).

Second, EPA disagrees with the commenter’s assumption that 0.5 hours are needed to collect
relevant information or that it should take 1.5 hours to run a software simulation run. Field
operators know their equipment well enough to provide the necessary inputs without much
deliberation. Furthermore, EPA has conducted GlyCalc® runs and has determined that it takes
less than 10 minutes to run a simulation and copy the results into a data collection sheet.
Moreover, 10 minutes is a conservative estimate because it does not account for simulation
software configured to conduct multiple runs in tandem, which would not limit the user to
running one dehydrator simulation at a time. The simulation software can be easily configured
for multiple runs and would reduce the run time by up to 90 percent. Also, EPA assumed a junior
engineer at $71.03 per hour would be performing this work. Please see Section 4 of the
Economic Impact Analysis (EPA-HQ-OAR-2009-0923) for how EPA developed this labor
category and labor rates. EPA cannot respond to the commenter’s assumed labor rate ($100 per
hour) because they did not provide any other information.

Third, EPA never intended for reporters to take samples to determine inputs to the simulation
model. Therefore, EPA has clarified in today’s final rule that reporters can use the default values
available in simulation software. Please see preamble Section Il.F for more details on using
default software simulator composition values. Also, EPA has revised the requirements by
setting a dehydrator equipment threshold, eliminating need to simulate emission from the
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majority of the dehydrators. Hence, the dehydrator costs do not apply. Please see Section Il.F of
the preamble for further details on the equipment threshold.

Comment Number: EPA-HQ-OAR-2009-0923-1151-92
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Section 98.232(¢)(18) and Section 98.233(x): Closely related to tanks in hydrocarbon service is
the Hydrocarbon Liquids Dissolved CO2 category. Although EPA’s Technical Support
Document discusses this category only in relation to CO2 EOR operations, the rule requires
quarterly sampling and analysis of the hydrocarbon liquid in all tanks in the production category
after they have equilibrated to ambient conditions. (Please note that the efficacy of this category
is discussed in another AP1 comment specific to the source category.) Assuming that there are
0.25 tanks per oil well and between 0.2 and 0.92 tanks per gas well, yields a range of tanks
nationally from 183,000 to 514,000 in the production category. Applying the assumption that
81% of the tanks are covered by the rule results in an estimated number of tank ranging from
148,000 to 416,000. Based on this projected number, quarterly sampling, and a cost of $475 per
sample gathering and analysis, this yields a cost ranging from $271 MM to $791 MM for this
emission source.

Response: EPA did not intend to require quarterly sampling and analysis of the hydrocarbon
liquid in all tanks in the production category. Therefore, EPA has clarified in today’s final rule
that only hydrocarbon liquids at EOR sites have to be sampled on an annual basis. See response
to comment EPA-HQ-OAR-2009-0923-1011-21 for further details. EPA has estimated that about
21 EOR operations will have to report to the rule. Hence the number of samples will be
equivalent to the number of tank batteries at these EOR operations. Therefore, today’s final rule
requires much fewer samples for tanks in hydrocarbon service than assumed by the commenter.
Also, today’s final rule does not require reporting of any produced water emissions. See response
to comment EPA-HQ-OAR-2009-0923-1151-129 for further details..

Comment Number: EPA-HQ-OAR-2009-0923-1151-96
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Section 98.232(c)(4) and Section 98.233(f): For well venting for liquids unloading the rule has
two options which will be detailed separately:

* Method #1 requires measurement of the vent rate during liquids unloading from each
reservoir/tubing size combination in each field. Examining EIA’s 2008 field list, API estimates
15,716 (81%) of the 19,402 gas fields are included in the rule. Based on an assumption of one
producing reservoir per field, 3 discrete tubing sizes per field, and 2 operators per field, some
94,000 discrete measurements would have to occur. At a projected cost of $1,000 per
measurement, for temporary piping modifications, installation of a temporary recording flow-
meter, conducting the measurements, and returning the piping to its original configuration, the
cost of measurement would be $94 MM. Assuming 2.5 hours per field/tubing size/operator
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combination (94,000) and $100 per hour to track venting by combination and perform the
calculations for emissions estimation an additional cost of $23.5 MM is projected. The total
projected cost for this category is $117.9 MM.

* Method #2 requires calculation of the “blow-down” volume from de-pressuring each individual
well-bore along with tracking, at an individual well level, the number and time of each individual
venting event. With some 373,000 gas wells subject to the rule (81%) and assuming EPA’s
estimate that 41.3% of these wells vent for liquids unloading, this source will require about
154,000 individual well-bore de-pressuring volume calculations. Using an average of 31 discrete
vent instances per venting well per year (EPA’s estimate) would require tracking of the number
and time of some 4.7 million discrete venting instances per year. To arrive at an emission
estimate would require subsequently calculating emissions for each of the 154,000 wells and
then summing these emissions, on a Basin entity level, for annual emissions. Assuming 0.5 hours
total per well to calculate the well-bore de-pressuring volume for each affected well; 0.1 hours
per event to track, QA/QC, and log the time; and 0.2 hours per well to calculate and QA/QC the
vent volumes to arrive at an emissions estimate, at $100 per hour this yields an estimated 293
man years of time (@2,000 hours/yr) and $58.5 MM cost for this method.

Response: EPA disagrees with the commenter’s assumptions and resulting cost estimates. EPA
proposed two options for reporters to monitor well unloading, described as Method 1 and
Method 2 by the commenter above. Method 2 is less costly than Method 1. Under the proposal,
reporters could use the costlier option but were not required to do so; same is true of today’s final
rule. Therefore, EPA’s analysis assumed reporters would use the lower cost option (Method 2) in
its analysis and did not evaluate the higher cost option.

EPA has analyzed the commenter’s estimate of the costs for Method 2 and has determined that it
is too high because it is based on four incorrect assumptions. First, the assumption that 81
percent of wells are subject to reporting leads to an overestimate of the number of wells requiring
blowdowns (154,000). Please see EPA’s response to EPA-HQ-OAR-2009-0923-1151-89 for
why 81 percent of U.S. wells are reporting is too high. Instead, EPA has estimated that 137,662
wells requiring blowdowns will need to be reported, based on its assumption that 41.3 percent of
the reporting wells will need a blowdown. EPA’s 41.3 percent assumption was derived from well
blowdown data found in GRI & EPA (June 1996) Methane Emissions from the Natural Gas
Industry. Volume 6. Second, EPA does not agree that it will take 0.5 hours to calculate emissions
per well. The calculation method provided by EPA can be set up in a spreadsheet or database
such that once the input data is available, the spreadsheet or database can replicate the
calculation for each well within a few minutes for an entire basin.

Third, EPA disagrees that an operator would need 0.1 hours per well to log the time for well
opening and shutting to atmosphere in a data sheet; most likely less than a minute per well would
suffice because the operator only needs to note the time the well was opened to the atmosphere,
the time the well was closed, and the duration of time that the well was open to the atmosphere.
Also, the 0.2 hours for calculating and QA/QC per well is redundant with the assumed increment
of 0.5 hours per well to calculate the well-bore de-pressuring volume. Finally, once a spreadsheet
or database is set up correctly, the electronic system replicates all of the calculations and requires
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minimal QA/QC. Therefore, the time assumed to set up the spreadsheet or database does not
apply to each calculation on a well-by-well level.

Considering all the points above, EPA has determined that its assumptions and methodology are
valid and result in a realistic cost estimate for reporting well blowdowns at about $733,000.

Comment Number: EPA-HQ-OAR-2009-0923-1151-97
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Section 98.232(c)(6) and Section 98.233(g): Unconventional Well Completions and Work-overs:
The proposed rule details two different methodologies for estimating emissions from
unconventional well clean-up, post fracture stimulation, on completion or work-over (which
appears to be defined as re-stimulation by repeat hydraulic fracturing in the rule) emissions
which are discussed separately. For both methods, the following assumptions were applied to
quantify the number of measurements:

* Completion: With an average of 28,800/yr wells drilled in the 2007 — 2009 period it is obvious
that drilling and completion did not occur in every field covered by the rule. Assuming 25% of
the estimated 15,716 impacted gas fields had active drilling and completion, that 90% of these
were fracture stimulated and thus unconventional, and that there were 2 covered operators per
field, yields an estimated range of 7,072 measurements that would be required.

* Work-over: Assuming that 50% of the existing covered gas wells are unconventional, that 10%
of these are re-stimulated annually (EPA’s estimate), that between 1% and 25% of the fields
have active re-stimulation each year, and that there are two covered operators per field, yields an
estimated 157 to 3,929 work-over measurements per year.

* Method #1 requires the measurement of flow rate during clean-up for one well completion and
one well work-over in each field. From this a flow rate per minute is derived and applied to the
minutes of flow-back from each completion and work-over in a field. Applying an estimated cost
of $1,000 per measurement to between 7,200 and 11,000 estimated measurements yields cost
ranging from $7.2 MM and $11 MM for measurement. Assuming that tracking the vent time per
completion and work-over and performing the calculations requires 1 hour of time at $100 per
hour yields a cost of $3.9 MM which brings the total range to $11 MM to $15 MM for this
category/methodology.

* Method #2 requires monitoring across the completion choke and calculation of flow rate during
clean-up for one well completion and one well work-over in each field. From this a flow rate per
minute is derived and applied to the minutes of flow-back from each completion and work-over
in a field.

Applying an estimated cost of $500 per differential pressure measurement and subsequent
calculation to the estimated 7,200 to 11,000 measurements yields a cost range of $3.6 MM to
$5.5 MM for differential pressure tracking and flow modeling. Assuming that tracking the vent
time per completion and work-over and performing the calculations requires 1 hour of time at
$100 per hour yields a cost of $3.9 MM which brings the total cost range from $7.6 MM to $9.5
MM for this category/methodology.

Response: EPA disagrees with the commenter on the estimate of well completion and well
workover activity data used for burden analysis, as explained below. EPA determined that

1026



installing a flow meter on at least one completion per field, cited as Method #1 in the comment
above, is the lower cost option. EPA’s analysis assumed reporters would use the lower cost
option (Method #1) and therefore did not evaluate the higher cost option, Method #2.

Well Completions

Instead of assuming 25 percent of the reporting fields have active completions and that 90
percent of these completions are hydraulically fractured, EPA used actual year 2006 data from
HPDI, LLC to determine which fields had any form of completions. The data showed only
1,177 unconventional field and operator combinations with any form of well completions in the
year 2006. Since the rule requires only one sample of well completion emissions per field, these
1,177 unconventional field combinations equal 1,177 samples. Of these samples, only 435 are
covered by reporting entities, far fewer than the 7,072 measurements estimated by the
commenter.

Workovers

The commenter incorrectly assumed that 50 percent of the gas wells covered by the rule are
unconventional. EPA estimated from the HPDI database that the actual number is 88,588 gas
wells or 20 percent. EPA cannot comment on the commenter’s assumption of 50 percent
because they did not substantiate it.

Based on the HPDI database, EPA estimates that there were a total of 1,535 operator and
unconventional gas well fields combinations in year 2006. Assuming each of these combinations
will have at least one sample workover measurement, EPA estimated that a total of 1,535
samples will be collected for year 2006, less than the 3,929 estimated by the commenter.

Cost estimates

EPA agrees with the commenter’s cost estimate per gas well sample, but disagrees with the total
estimates because they based them on inaccurate activity data. Also, EPA disagrees with the
commenter’s estimated labor rates; please see EPA’s response to EPA-HQ-OAR-2009-0923—
1151-90 for a response to this issue.

Comment Number: EPA-HQ-OAR-2009-0923-1151-98
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Section 98.232(c)(5) and Section 98.233(h): Conventional Well Completion and Work-over: For
conventional well completion and work-over, the rule specifies tracking of venting time per
individual well completion or work-over and then applying the wells production rate to calculate
the emission volume. Based on nearly 373,000 gas wells impacted by the reporting rule, and
assuming 50% are conventional and 10% are re-stimulated annually, results in an estimated
18,600 work-over procedures. An estimated 2,300 completions per year was based on 81% of the
number of gas wells drilled and an assumed 10% are conventional completions. Combined with
these values, an assumption of 1 hour of time at $100 per hour to track the vent time per
completion and work-over, and 1 hour of time at $100 per hour to perform the calculations, the
projected cost is $2.1 MM.
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Response: EPA disagrees with the commenter’s activity data assumptions and costs estimates.
EPA estimates of 1,663 fields with conventional completions and 17,931 conventional
workovers are based on actual data from HPDI database rather than an assumption. Also, EPA
does not see the need for 1 hour to track time taken for completion; this is a matter of logging
when the well completion started and when it ended, which would require, at most, a few
minutes. Please see Table 4-13 in the Economic Impact Analysis (EPA-HQ-OAR-2009-0923)
for the exact time estimated for a junior engineer and senior operator to determine the emissions
from conventional well completions and conventional well workovers. Finally, EPA does not
agree that it will take 1 hour to simply multiply two terms (completion/ workover time and well
flow rate) for each well. It does not take that amount of effort to do this calculation manually,
and even less time when using a spreadsheet or database. Hence, the commenter’s cost estimates
significantly overstate the burden.

Comment Number: EPA-HQ-OAR-2009-0923-1151-99
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Section 98.232(c)(13) and Section 98.233(m): Associated Gas Venting and Flaring: EIA tracks
the volume of natural gas vented and flared in the US. In 2006, EIA reported only 0.56% of
gross natural gas production in the US was vented or flared. As a result, the application of the
emission estimates for flares is not expected to impact many sources. For associated gas flaring,
API assumed that 0.5% of associated gas wells impacted by the rule flare gas, this results in 972
wells that would report flared emissions. Assuming 1 hour to determine the GOR for each well at
$100 per hour, results in a projected cost of $97K.

Response: In the analysis for today’s final rule, EPA assumed that all of the Williston basin is
venting and/or flaring their associated gas, which involves approximately 4,421 wells. EPA
based this estimate on experience from the Natural Gas STAR program. The dataset cited by the
commenter is less preferable in this case because it includes emissions from sources other than
those covered by this requirement, such as well completions and workovers.

Furthermore, today’s final rule allows reporters to use existing GOR data, which will minimize
the costs to report emissions from this source. See Sections I1.C and Il.F of the preamble for
more information about EPA’s decision to allow use of existing GOR data instead of requiring
sampling.

Comment Number: EPA-HQ-OAR-2009-0923-1167-10
Organization: Noble Energy, Inc
Commenter: Brian K. Lockard

Comment Excerpt Text:
Subpart W GHG reporting requirements include 21 emission sources for onshore petroleum and
natural gas production. In addition, affected facilities (reporting areas) are required to report
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emissions from Subpart C combustion sources and also have requirements for characterizing
field gas composition. These extensive reporting requirements - which require equipment
calibration, equipment surveys, measurements, process samples, and recordkeeping - place an
excessive and disproportionate burden on the onshore production sector. The locations of
onshore exploration and production (E&P) sources (i.e. large geographic distribution), and lack
of onsite power to automate data collection (e.g. manual data logs would be required)
significantly add to the resources needed to implement the data collection and reporting
requirements. The result is an excessive cost burden that has been significantly underestimated
by EPA.

Response: EPA does not agree with the comment. For a response to the comment about the
estimated costs for onshore production, please see EPA’s response to EPA-HQ-OAR-2009—
0923-1151-107. Please see Section II.F in the preamble for further details regarding changes to
field gas composition requirements. In addition, see EPA’s response to EPA-HQ-OAR-2009—
0923-1151-5 for discussion about travel to exploration and production sources; see EPA’s
response to EPA-HQ-OAR-2009-0923-1151-104 and EPA-HQ-OAR-2009-0923-1151-105 for
discussion about the costs to report incremental combustion emissions. Finally, this rule requires
a one-time monitoring of emissions, not continuous monitoring. Therefore, EPA disagrees with
the commenter’s assumption that reporters will need automated data collection and onsite power
for this purpose.

Comment Number: EPA-HQ-OAR-2009-0923-1167-11
Organization: Noble Energy, Inc
Commenter: Brian K. Lockard

Comment Excerpt Text:

Mandatory Reporting Rule (MRR) compliance for onshore petroleum and natural gas production
will require extensive effort including, but not limited to, direct emission and process
measurements (e.g. flow meters), thousands of quarterly and annual process samples (e.g.
storage tank liquids, separator liquids, gas samples), thousands of equipment surveys,
calculations and data management for thousands of emission sources, and project management,
record-keeping and reporting. Table 1 presents estimated Noble Energy costs for MRR
compliance including first year (Year 1) and subsequent year (Year 2+) estimated $/tonne CO2e
costs for each emission source and the entire Noble inventory. These cost estimates are based on
the emission measurement and estimation methods prescribed in Subpart W and Subpart C, and
GHG emission estimates from the Noble Energy 2008 inventory. Details regarding the data,
methods, and assumptions used for these cost estimates are provided in Attachment A. These
estimates provide guidance regarding emission sources where alternative, simpler emission
estimation requirements and methods are needed for reasonable compliance costs.
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Table 1. Estimated Noble Energy Cost to Comply with MER Subpart W and Subpart C
for Onshore Petroleum and Natural Gas Production Emission Sources.

% of US

NE Costz (5 tonne CDI&}B

Emission Source Tnv Year 1 Year 2= Notes
Well Venting for Liguids Unloadmg [98.233(f)] 4% 511.00 $9.00) C
Aszsomated Gas Venting and Flaning  [$98.233(m)] 12% $2.00 51.70
Gas ‘Jn_-'e]l Venting During Unconventional Well Completions 12% 5120 50,51
and Weorkovers [98.233(z)]
Gas-Fired Reciprocating IC Engmes (Combustion) 11% $2.90 52.50
External Combustion: Heaters, boilers 4% £3.70 $2.10( D
EEEE?;;(?}? Ppeumatic Bleed Devices (High or Contmuons) 6.0 $130 50,10
Portable Combustion Souwrces (Dnll Bigs) [598.233(z)] 6.6% ND HD
Natural Gas Poneumatic Bleed Devices (Low) [98.233(1b)] 3.9% $2.60 5037
Dehydrator (glycol) Vent stacks [98.233(e]] 3.1% 51200 $10.00
Components [§98.233(1)] 3.0% $17.00 2401
Produced Water Dissolved CO2 [§98.233(y)] 2T 521.00 $18.00( E
Production Storage Tanks [98.233(3)] 23% S18.00 $16.00
Gathering Pipeline Fugitives [§98.233(1)] 1.6% S46.00 $6.60
Reciprocating Compressor Rod Packing Vents (Blowdown
Leak & Blowdown Vent (Umt Isolation Valve Leak) 0. 7% 543.00 $24.00
[598.233{p)]
Coal Bed Meathane (CBM) Produced Water Emissions 0.7% } ) F
[§98.233(11]
Matural Gas driven pneumatic pumps [98.233(c)] 0.6% £1.50 5054
E.';uguﬁzﬂl);: ompreszor Wet Seal Ohl Degassing Vent 0.1% ND ND
Acid Gas Removal (AGR) Vent stacks [98.233(d)] 0.1% 549.00 5740
&a;lll;-]i‘: e[:;l:ls.n:g}?&lﬁg Conventional Well Completions and 0.1% ND ND
Dehydrator (Desiccant) Vent stacks [98.233(e}] 0.1% ND ND
Hydrocarbon Liguids Dissolved CO2 [§98.233(x)] 0.0% $38.000.00 $33,000.00
EOR Inyjection Pump Blowdown [§98.233(w)] 0.0% ND ND G
Well Testing Venting and Flaring [§98.233(1)] 0.0% HAa HA H
Flare Stacks [§98.233{n}] 0.0% HA NA I
Gaz Compozition [§98.233(u)] NA MNA J

TOTAL 100.0% 58.50 35.90

ND — datz not available
NA —not applicable

A Estimated percent of US onshore production GHG inventory from Table 2.

B. 2010 dollars. Data management, calculations, record-keeping, and reporiing costs allocated to emussion sources

proportonal to source emission estimation cost.

C. Well Unloading emizsions and compliance costs are expected to reduce as more plunger hit operations are

automated and optimized.

D. Based on simple “company records” including burner rating and estimated operating hours. Assumed that

otalizi lowmeters will mor be mstalled on all external combustion equpment.
totalizing fl t talled 1 ext bustion equipment
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E. Emission estimate bazed on engineenng judgment and assumptions and addiional data needed to refine

F. E:I?nnm?: compliance costs; emmssions based on population emus=sion factor and readily available producton

G. ga::a;d on docket data, 500,000 pumps would be needed to account for about 0.1% of sector GHG emissions.

H. The majorty of well tests are conducted while the wells are in operation and do not require flaring. Other well

tests would be included in well completion and well workover estimates.

I. Flare smizsion estimates included 1n other emission source specific estimates.

T. Costto collect and analyze gas samples mchded in Total but not included m costs for indrridual emiszion
Attachment A — Documentation of Estimated MRR Compliance Costs for Noble Energy
Onshore Petroleum and Natural Gas Production Operations
This attachment describes the data and methods that were used to estimate Mandatory Reporting
Rule compliance costs for Noble Energy onshore petroleum and natural gas production sources
affected by Subpart W and Subpart C. Compliance costs were estimated for most of the affected
emission sources and for preparing the entire inventory. The GHG emissions data that are the
basis for the majority of the estimates are from the Noble Energy 2008 GHG emission inventory.
This inventory is primarily based on emission estimation methods from and consistent with the
API Compendium. For some of the emission sources that are not included in the Noble
inventory, emissions were estimated using Subpart W or Subpart C methods if applicable activity
data were available. Emissions could not be estimated for some sources.
Table A.1 provides summary information for each affected emission source. As available, CO2e
emission estimates from the Noble 2008 are presented with estimated compliance costs for the
first year (i.e. Year 1) and subsequent years (i.e. Year 2+). Estimated compliance costs are
presented as $/tonne CO2e for the emission source. These costs include physical sample
collection and analysis and/or direct measurements, engineering calculations (e.g. E&P Tanks),
equipment calibrations, personnel training, recordkeeping, emission source level and rolled up
calculations, and reporting. Based on Noble’s interpretation of the rule requirements, the last
column details the data, methods, and assumptions (e.g. survey and/or measurement of different
emission sources during a single site visit) used to estimate the costs. As would be expected at
this stage of a rulemaking, there is considerable uncertainty in these cost estimates. In addition
to the assumptions discussed in the Table A.1, other factors that could impact costs include a
shortage of service providers and trained personnel, and excessive demand (i.e. industry wide,
millions of emission sources would require survey, sampling, and/or measurement), and
complications with field measurements and process sampling (e.g. pressurized separator water
and oil samples).
Year 2+ costs for emission sources that require a survey (e.g. components, pneumatic devices),
are assumed to be 15% of the Year 1 costs based on a Noble average annual operations
acquisition and organic growth rate of 15%. Year 2+ costs for emission sources that require
annual or quarterly sampling and/or direct measurement are generally assumed to be 90% of
Year 1 costs to account for efficiency improvements.
Average sampling + analytical cost per sample are included as applicable. For process sample
collection and analysis (e.g. field gas or separator liquids composition), industry budgetary costs
typically range from $150 to $250 per sample. The costs presented in Table A.1 are generally
consistent with or lower than these guidelines suggesting they could be a low-biased estimate of
the true costs.
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Table A-1. Data and Methodologies Used to Estimate Emission Estimation Costs for Onshore Production Sources Affected by
MRR Subpart W.

Emission Source

% of US
GHG Inv.

Noble

GHG

Inv. CO2e
(tonne/yr)

Year 1 Costs
($/tonne
CO2e)

Year 2+ Costs
(S/tonne CO2e)

Notes

Well Venting for Liquids
Unloading [98.233(f)]

24.3%

89,727

§10.67 $8.56

Must calculate average flowrate per nunute for each nmque tubing
diameter and producing horizon/formation combination in each
producing field (Method 1) and apply this flowrate to unloadings from
similar wells. Method 2 requires, for each well venting, determine well
shut in pressure and duration (in addition to well dimensions). This
estimate 15 for Method 1 because pressure measurements for every
event for Method 2 would be prohibitively expensive. For each
unique tubing diameter and producing horizon/formation combination
assime 4 hours to conduct measurement (set up meter & dnive time).
Assume 15 munutes to document duration (start and stop) of each
event. Approximately 29,000 events per year - about 90% of costs
from tracking duration of each event and only about 10% from
measurements. It 15 anticipated that recently commenced project to
install automated plunger systems will reduce number of events,
enissions, and associated tracking and reporting costs.

Associated Gas Venting
and Flaring
[§98.233(m)]

153,531

$1.64 $1.40

For Noble GHG Inventory mcludes both vented and flared associated
gas. Costs based on collecting annual pressunized o1l samples for GOR.
analysis from 1,319 o1l wells that erther vent or flare associated gas.
98.233(m)(1) states "Determune the GOR ratio of the hydrocarbon
production from each well whose associated natural gas is vented or
flared” Assume can collect 8 pressurized samples per day m these
areas. Average cost per sample about $175 (may be biased shightly
low). Oil production must be tracked.

Gas Well Venting
During Unconventional
Well Completions and
Workovers [98.233(g)]

11.6%

268.852

©“
=
n
Lh

$0.40

For one well completion in each gas producing field and for one well
workover in each gas producing field. measure gas flow rate by
installing a meter or pressure drop across choke. Use this flow rate EF
for all other wells i field. Track duration of all well completions and
workovers. For Noble in 2008, about 33% of gas from well
completions and workovers 1s vented and 67% flared. Costs based on
measuring choke pressure drop (Calculation methodology 2) — assume
4 hours per event (set up P gange and travel time) and about 50
producing fields.. Assume 15 nunutes to document duration (start and
stop) of each event and about 3,400 total events per year. Year 2+

costs based on every other year testing.

Gas-Fired Reciprocating
IC Engines
(Combustion)

11.3%

]
s

11.988

$1.62 $1.19

Engine fuel use calculated from engine load, BSFC, and operating
hours. Engine load for compressor drvers determined from control
panel parameters (compressor P, T) and compressor manufacturer
software. Engine data collected quarterly (15 munutes per event) and
0.5 hours/yr to calculate engine load + 0.5 hours per engine Year 1 to
record & document engine data and set up data logs (make, model, etc).
900 ICEs mn wnventory.

External Combustion:
Heaters, boilers

5.4%

]
2

65.864

$2.12

Fuel consumption estimate based on burner rating, and estimated
annual operating hours (e.g. estimate of months operating and percent
time firng). Heater/separator data collected quarterly (15 nunutes per
event) + 0.5 hours per engme Year 1 to record & document equipment
data and set up data logs (make, model, burner, rating, etc) . 6050 units
in inventory.

Natural Gas Pneumatic
Bleed Devices (High or
Continuous) [98.233(a)]

6.9%

]
s

Lh

6,723

$1.30 $0.19

Need to survey all wells and document high-bleed devices by make and
model. First Year costs based on surveying 10,237 wells and 0.3 hours
per well meluding travel, data organization, etc. Assumed that survey
of hugh-bleed pneumatics, low-bleed pneumatics, and components are
done simultaneously. For subsequent years assume 15% new wells.

Portable Combustion
Sources (Drill Rigs)
[§98.233(2)]

6.6%

This emission source was not included in Noble Energy GHG
inventory, drilling companies have operational control.

MNatural Gas Pneumatic
Bleed Devices (Low)
[98.233(b)]

39%

87.423

$0.37

Weed to survey all wells and document low-bleed devices by make and
model. First Year costs based on surveymg 10,237 wells and 0.2 hours
per well mncluding travel, data organization, etc. Assumed that survey
of high-bleed pneumatics, low-bleed pneumatics, and components are
done simultaneously. For subsequent years assume 15% new wells.

Dehydrator (glycol)
Vent stacks [98.233(e)]

3.1%

6,796

§11.92 $10.39

Costs based on 60 glycol dehys in Noble Inventory. Need to collect
and analyze natural gas samples & dehy parameters (2.5 hours per
dehy) and mn GLYCale and document data (1.5 hours per dehy)

Components
[§98.233(1)]

3.0%

99,081

§16.88 $2.41

Need to survey all wells and count components on all equipment. First
Year costs based on surveying 10,237 wells and 1.5 hours per well
including travel, data organization, etc. Assumed that survey of high-
bleed pneumatics, low-bleed pneumatics, and components are done
simultaneously. For subsequent vears assume 15% new wells.
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Produced Water
Dissolved CO2
[§98.233(y)]

)
-
)
[

$19.90

Quarterly sampling and analysis required for post-separator water for
C0,. Dissolved CO2 not determined for Noble GHG mventory so
estimate based on GOR for CO; in water estimated to be 12 scfbbl
based on average separator pressure of 85 psi and charts prepared by
Kansas Geological Survey. Produced water volume of 131 MMbbls
from Noble 2008 GHG inventory. Assume can collect 8 pressurized
samples per day per technician (prep, travel, sampling, sample custody
and shipping). 5.893 separators in inventory. These costs are shared
with sampling required for HC tanks dissolved CO2 samples; and also
only based on 3 of 4 quarterly samples because one sample already
collected for storage tanks flash gas samples (for E&P Tanks) . Costs
would be higher without these shared labor costs. Estimated sampling
+ analytical cost per sample = $125 (lower than normal range).

Production Storage
Tanks [98.233())]

[
P2

$15.56

For Noble GHG Inventory, about 22% of gas 1s vented, 69% flared,
and 9% recovered by a VEU. Costs based on collecting annual
pressunized o1l and water samples from 5,893 separators. Also need to
collect a tank sample of sales o1l for API gravity and Reid vapor
pressure analysis. Average cost per sample about $200. If only collect
o1l or water sample then cost per sample would increase. Assume can
collect all three (two pressurized) samples from 6 separators/tanks per
day. Not sure what software used to estimate enussions from Produced
water tanks.

Gathening Pipeline

First Year costs based on surveying pipelines (“flowlines™ and “intra-
facility gathening lines™ per 98.230(a)(2)) associated with 10,237 wells
and 0.5 hours per well including travel, data organization, etc. Requires
person familiar with Noble operations and pipelines. For subsequent

32 $3.31|years assume 15% of first year costs based on expansion (new wells)
s 3 - L . . - . ; : . :
Fugitives [§98.233(1)] acquisitions, divestitures, and modifications. This estimate could
change depending on how gathering pipelines are defined; 1.e. are high
pressure “flowlines™ associated with gas wells considered gathering
pipelines?
. Annual measurement requirements are vented gas flowrate from rod
Reciprocating : ; o1 vl -down valve i i
. packing, unit 1solation valves, and blowdown valve in three operating
Compressor Rod des: ing, Standby ized, and N )
Packing Vents modes: Operating, Standby pressurized, and Not operating, _
£ < ot v 25 . -
(Blowdown Leak & $24.43 pressunzed. _»f\:sszllme can test average of j.no;ompressors per day i
. three modes (50% of tests three per day, 50% of tests two per day).
Blowdown Vent (Unit . ! . :
T T Operator required to change compressor operating mode for testing.
Isolation Valve Leak) Purcl £ ix hi-flow lers. Anmual } - h mod
[§98.233(p)] urchase of six lu-flow samplers. Annual operating hours in each mode

must be tracked/estumated. 145 compressors i wventory
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Coal Bed Methane Hus 111SS10n SOUICe Was not i.nclu_de_d in Noble Energy GHG
(CBM) Produced Water 0.7% ) _ mnventory. Cost to report the_se enmssions expected to be very low
Emissions [§98.233(r)] . bec_au_se activity data are a\mlab].e from production reports and

- emissions based on population EF.

First Year costs based on surveying 1.514 devices and 0.5 hours to
survey each device (get make and model, service, scfizal data, set up

Natural Gas driven data log) and 0.25 hours to collect liquid used data. For subsequent

prenmatic pumps 0.6% 85,167 $1.45 $0.54|years assume 15% new devices (based on expansion (new wells),

[98.233(c)] acquisitions, divestitures, and modifications)and nmst be surveyed by
operators with same liqud use data collection requirements for all
pumps

Centrifugal Compressor
Wet Seal O1l Degassing 0.1% 0 - - No Centrifugal Compressors i Noble mnventory
Vent [§98.233(0)]

MMeasurement requirements are metered flow of pre- and post-AGR.

Acid Gas Removal gas, and quarterly sampling and analysis of pre- and post-AGR gas for
(AGR) :\-’em stac}‘cs 0.1% 1437 $48.66 $6.62 CO2. Year 1 costs include specify, purchase, and install six meters (3
[‘98 233(d)] o ’ ’ e AGEs) and quarterly samples. Year 2+ costs include recalibrate flow

meters and quarterly samples. Estimated sampling + analytical cost per
sample = $175.

Gas Well Venting
During Conventional 0.1% For this analysis. assume all completions and workovers are

Well Completions and } ) unconventional.
Workovers [98.233(h)]

Dehydrator (Desiccant)

o _ _ J, o - b .
Vent stacks [98.233(e)] 0.1% 0 No desiccant dehydrators i Noble inventory

Quarterly sampling and analysis of post-flash HC storage tank liquids
for CO2. Dissolved CO2 not deternuned for Noble GHG nventory so
estimate based on average GOR of 150 scfibbl, 2% of gas does not
flash, and 3.9% of gas 1s CO2 (based on Watt flash gas analysis). 11.8
WvIbbl condensate + o1l from Noble 2008 mventory. Assume can

Hydrocarbon Liquids collect 8 pressurized samples per day per technician (prep. travel,
Dissolved CO2 0.0% 73 $41.,203 $35.262 |sampling, sample custody and shipping). 5,893 separators in
[§98.233(x)] inventory. These costs are shared with sampling required for water

separator for dissolved CO2 samples; and also only based on 3 of 4
quarterly samples because one sample already collected for storage
tanks flash gas samples (for E&P Tanks). Costs would be hagher
without these shared labor costs.  Estimated sampling + analytical
cost per sample = $150 (low end of normal range).

Flare Stacks . . Flared gas emissions calculated for individual sources (e.g. well
0.0% 15,727
[§98.233(n)] e e B B completion) are included in the totals.

Well Testing Venting

Emissions from this emission source are included in well completion

and Flanng [§98.233(1)] 0.0% estimates.
EOR Injection Pump 0.0% } _ This enussion source 1s not included in Noble Energy operations and
Blowdown [§98.233(w)] - GHG wventory.

Total S8.47 $5.88 A

A_Cost to collect and analvze gas samples included in Total but not included in costs for individual emission sources.

Response: EPA has reviewed the commenter’s cost breakdown for each source and responded
below. While EPA has responded to the information provided, the commenter did not provide
all the necessary calculations for EPA to assess the cost per metric ton for each source.

Well Venting for Liguids Unloading — EPA does not agree with the comment. First, Method 2 is
considerably simpler and cheaper for most operators than Method 1 because Method 2 is
predominantly a desktop calculation. The data necessary to do this calculation—well
tubing/casing diameters, shut-in pressure, and well depth—are well-known to the operators
because most States require reporting of this data on an annual basis (see EPA-HQ-OAR-2009—
0923-1151-96). The only new input required to do the Method 2 calculation is the time taken for
blowdown. Specifically, when the blowdown is manual, the operator conducting the blowdown
can keep a simple log and when the blowdown is based on a timer (e.g., in cases where there is a
plunger lift), it is simply a matter of gathering the timer data. None of these tasks are
burdensome. In sum, EPA disagrees with the commenter’s assumptions and high cost estimate
to monitor this source because the data are available and easily attainable.
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Associated Gas Venting and Flaring — EPA has revised today’s final rule to allow for use of
existing GOR data, thereby avoiding the need for reporters to make a GOR determination each
year. Most operators know their GOR, which will reduce the burden to monitor this source. See
also EPA’s response to EPA-HQ-OAR-2009-0923-1151-99 for additional discussion about this
estimate.

Gas Well Venting during Unconventional Well Completions and Workovers — EPA generally
agrees with the assumptions on time taken to monitor emissions. However, EPA does not agree
with the commenter’s methodology to calculate the cost. Reporters are required to only measure
one well completion and workover event per field. Please see Section 11.D of the preamble for
further details. The commenter estimated the cost to measure all the well completions and
workovers events, 3,500, during a reporting period for 50 fields and consequently over-estimated
the cost. EPA’s response to comment EPA-HQ-OAR-2009-0923-1151-97 provides additional
discussion about EPA’s assumptions and estimates for this emissions source.

Gas-Fired Reciprocating IC Engines and External Combustion (Heaters, boilers) — EPA has
significantly simplified the monitoring requirements for today’s final rule. The reporters can use
Tier 1 from Subpart C or similar method from Subpart W using existing company records. This
will significantly reduce burden to report combustion emissions. See EPA’s response to EPA—
HQ-OAR-2009-0923-1151-104 and EPA-HQ-OAR-2009-0923-1151-105 for discussion about
the costs to report incremental combustion emissions.

Natural Gas Pneumatic Devices (low and high) and Pumps - EPA now requires the use of
emissions factors for all pneumatic devices in today’s final rule. Hence, the reporters only need
to count the number of devices to estimate emissions. See Section 11.E of the preamble for
further details.

Portable Combustion Sources (Drill Rigs) — EPA notes that emissions from drilling rigs have to
be reported by the reporter, irrespective of operational control. See EPA’s response to EPA-HQ—
OAR-2009-0923-1151-104 and EPA-HQ-OAR-2009-0923-1151-105 for discussion about the
costs to report incremental combustion emissions.

Dehydrator (glycol) vent stacks — Today’s final rule does not require reporters to sample natural
gas in order to do the dehydrator emissions calculation. Instead, reporters may use default values
in the software program to estimate dehydrator emissions. See Section I1.E of the preamble for
further details. EPA disagrees the commenter’s estimate of the time required to run GLY Calc.
See response EPA-HQ-OAR-2009-0923-1151-90 for EPA’s complete response.

Components — See response to EPA-HQ-OAR-2009-0923-1151-5 for discussion about changes
EPA made to today’s final rule to reduce burden for onshore production, such as requiring
operators to count their major equipment instead of each individual component. Also, EPA does
not agree with the commenter’s assumptions about travel costs related to the monitoring
requirements. See response EPA-HQ-OAR-2009-0923-1151-5 for EPA’s complete response.
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Produced Water Dissolved CO, — EPA has removed this source from today’s final rule. See
EPA’s responses to comments EPA-HQ-OAR-2009-0923-1151-129 and EPA-HQ-OAR-2009—
0923-1151-93 for further details.

Production Storage Tanks — Today’s final rule does not require sampling of low pressure
separator oil for tank emissions calculation and instead permits reporters to use default values in
software programs. See EPA’s response to comment EPA-HQ-OAR-2009-0923-1151-90 for
more information about EPA’s estimate of the costs for this activity. EPA does not have
sufficient details on the commenter analysis to respond in detail. For example, the commenter
did not specify their assumptions for the hours needed to run a tank emissions simulator or
collect the input data required.

Gathering Pipeline Fugitives - EPA has removed this source from today’s final rule. See Section
I1.E of the preamble for further details.

Reciprocating Compressor Rod Packing Vents — In today’s final rule, reporters can estimate
emissions from compressors in onshore petroleum and natural gas production using emissions
factor and activity count. This change from the proposal will significantly reduce burden to
reporters from 30 minutes to read a portable vane anemometer to a few minutes to count the
compressor and apply an emission factor. The commenter’s assumptions about the cost for
taking measurements are therefore no longer relevant.

Acid Gas Removal (AGR) Vent Stacks - Today’s final rule allows reporters to use engineering
estimation under certain conditions to determine flow rate to an AGR. See EPA’s response to
comment EPA-HQ-OAR-2009-0923-1024-26 for further details. This will significantly reduce
burden because it does not require reporters to install new meters. Therefore, the commenter’s
cost estimate for AGR is no longer relevant for today’s final rule.

Hydrocarbon Liquids Dissolved CO2 — In today’s final rule, EPA has clarified that this
requirement applies only to EOR operations. Also, today’s final rule has reduced the required
sampling frequency to an annual basis. These changes significantly reduce the cost estimate for
this source. Please see EPA’s response to comment EPA-HQ-OAR-2009-0923-1011-21 for
further discussion.

Comment Number: EPA-HQ-OAR-2009-0923-1167-13
Organization: Noble Energy, Inc
Commenter: Brian K. Lockard

Comment Excerpt Text:

In summary, Noble Energy has prepared a best estimate of the proposed rule costs based on its
understanding of the proposed rule requirements and experience developing GHG emission
inventories. However, rule changes and clarifications upon promulgation and as yet understood
external factors (e.g. limited service providers and excessive demand (i.e. industry wide, millions
of emission sources would require survey, sampling, and/or measurement), and complications
with field measurements and process sampling) could significantly increase the costs above these
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estimates. In addition rule implementation costs to develop data management and archival
systems will likely result in additional underestimated burden. Many of the proposed emission
estimation methodologies are cost-prohibitive and alternative simpler, streamlined methods need
to be provided. Alternative, simpler emission estimation methods are discussed in sub-section C.

Finally, as noted in Comment V, EPA should provide a practical applicability screening
approach for rapidly and efficiently determining Rule subjectivity based on the 25,000 tonne per
year CO2e reporting threshold. The inability to determine rule applicability with a reasonable
degree of certainty will require emission estimations for numerous small facilities to ensure
compliance certainty. This significantly adds to the regulatory burden and it does not appear
EPA has considered these costs for this rulemaking

Response: Please see EPA’s response to EPA-HQ-OAR-2009-0923-1167-11 for a response to
the commenter’s best estimate of the costs. The Agency also agrees that screening tools would
facilitate reporting determinations and plans to make such tools available. Accordingly, EPA has
updated the Economic Impact Analysis to better account for reporting determinations and
expected use of screening tools; see EPA’s complete response in Section I11.B.2 of the Preamble
to today’s final rule. Finally, see EPA’s response to EPA-HQ-OAR-2009-0923-1151-106 for
information about the costs for data management and archiving.

Comment Number: EPA-HQ-OAR-2009-0923-1167-4
Organization: Noble Energy, Inc
Commenter: Brian K. Lockard

Comment Excerpt Text:

The GHG emission estimation requirements in the Proposed Rule are overly burdensome and
EPA has not provided data quality objectives to justify the extensive costs. To address these
issues, Nobles recommends that the Proposed Rule revisions to reduce burden while collecting
GHG emissions data to develop a representative inventory that is no less useful include: removal
of insignificant emission sources; reducing the frequency of emission and process measurements;
adapting simpler, more cost-effective emission estimation methods; and representative sampling
of large source populations.

Noble’s cost estimate for rule implementation concluded the EPA cost estimates for rule
implementation are more than an order of magnitude low and that many proposed emission
estimation methodologies are cost-prohibitive. EPA has not defined or provided inventory or
data quality objectives to justify these extensive costs.

Response: Please see EPA’s response to EPA-HQ-OAR-2009-0923-1167-11 for a response to
the commenter’s cost estimate. In addition, EPA disagrees with the commenter’s statement that
the Agency did not discuss data quality objectives. See the Economic Impact Analysis, in
particular Section 3.4, for relevant discussion.

Comment Number: EPA-HQ-OAR-2009-0923-1174-2

Organization: Devon Energy Corporation
Commenter: Richard Luedecke
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Comment Excerpt Text:

While Devon strongly supports environmental and public health protection, we are highly
concerned that this proposed reporting rule will impose an unnecessarily high cost to our
industry for minimal air quality benefit. As a matter of fact, our internal economic impact
analysis of this proposed rule indicates that the estimated cost to Devon, without contingency, is
$28 million. The cost to Devon alone exceeds what the EPA has estimated ($27.7 million) for the
entire US Oil and Gas industry!

Imposing costs of this magnitude on an operator results in an equivalent reduction of capital
investment which results in fewer wells drilled, less clean burning natural gas produced, fewer
local jobs, and less revenue returned to the US Treasury from severance taxes and mineral
royalty payments.

Response: EPA is unable to evaluate the commenter’s compliance cost estimate of $28 million
because insufficient documentation was provided to explain how this figure was calculated. For
example, the commenter did not provide assumptions for the labor rate(s), labor hours, or a
detailed labor description used to calculated the estimated burden. For information about the
assumptions and costs estimates for today’s final rule, see the Economic Impact Analysis (EPA—
HQ-OAR-2009-0923). For EPA’s responses to other comments about the onshore production
cost estimates, see comments EPA-HQ-OAR-2009-0923-1151-89 through EPA-HQ-OAR-2009—
0923-1151-105. For information about the sampling and analysis of hydrocarbon liquids in
tanks, see EPA-HQ-OAR-2009-0923-1011-21; see EPA-HQ-OAR-2009-0923-1151-129 for
information about reporting of produced water emissions.

Comment Number: EPA-HQ-OAR-2009-0923-1298-4
Organization: Independent Petroleum Association of Mountain States
Commenter: Kathleen M. Sgamma

Comment Excerpt Text:
The proposed rule will be unreasonably burdensome and costly to small businesses, and could
cause many marginal wells to become uneconomic and abandoned.

Response: Please see Section 5 of the Economic Impact Analysis (EPA-HQ-OAR-2009-0923)
and EPA’s response to EPA-HQ-OAR-2009-0923-0053-1 for a response to this comment.

Comment Number: EPA-HQ-OAR-2009-0923-1305-2
Organization: BP America, Inc.
Commenter: Karen St. John

Comment Excerpt Text:
Burden and Timing for Onshore Petroleum and Gas Production
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The expansion of the MRR to include the entire natural gas supply chain, from dispersed wells
and small facilities to distribution meter stations and city gates; tremendously expands the scope
of the rule in terms of number of sites, source types, and monitoring/calculation methodologies.
BP believes that the cost and burden of the rule depicted in the Economic Impact Analysis (EIA)
for the newly included Onshore Petroleum and Gas Production (OPGP) category is significantly
understated and should be updated prior to finalizing the rule with the OPGP category included.
Our lower 48 Onshore Petroleum and Gas Production operations, composed of some 13,868
wells along with several hundred ancillary small compressors and facilities, have projected the
initial 2010-2011 burden of the rule at some $23.6 MM with annual reoccurring costs of some
$17 MM - excluding the costs for quarterly sampling and analysis of hydrocarbon liquid and
produced water for dissolved CO2. Inclusion of the costs estimated for these two source types
boosts this total to more than $40 MM. This suggests that the burden estimate of $27.7 MM in
the EIA is very low. This further suggests that the amount of work necessary to implement the
rule requirements also expands by about the same ratio and cannot be accomplished in the time
frame contemplated in the proposed rule.

To address the balance of burden and cost with emission coverage and the program goals of
informing policy along with adequate time for implementation, BP suggests the following:

- EPA should conduct a re-evaluation of the Economic Impact Analysis and rationalization of the
rule requirements, rule approaches, burden, and costs vs. the amount of emissions covered for
additional public comment before finalizing the GHG reporting rule for the Onshore Petroleum
and Natural Gas Production sector.

Response: EPA disagrees with the comment. EPA is unable to evaluate the commenter’s
compliance cost estimate of $40 million because insufficient documentation was provided to
explain how this figure was calculated. For example, the commenter did not provide
assumptions for the labor rate(s), labor hours, or a detailed labor description used to calculated
the estimated burden. Regarding the American Petroleum Institute (API) cost estimates
referenced by the commenter, EPA has provided detailed responses to API explaining why their
estimates are too high; see EPA-HQ-OAR-2009-0923-1151-89 through EPA-HQ-OAR-2009—
0923-1151-107 for further details. EPA-HQ-OAR-2009-0923-1151-107 identifies source
categories discussed in each comment. In addition, see EPA-HQ-OAR-2009-0923-1151-5 for
EPA’s response to comments that it re-evaluated the Economic Impact Analysis and basis for
rule scope and requirements. EPA adjusted the analysis in response to comments. For example,
EPA included determination costs for non-reporters that will have to expend resources to
determine whether or not to report. In addition, EPA updated the burden to reflect changes in
today’s final rule, such as monitoring of emissions sources that now have equipment thresholds
for monitoring and labor hours for monitoring of equipment leaks in onshore production.

Finally, regarding concerns about the time to implement the rule, see Section Il of the preamble.
Comment Number: EPA-HQ-OAR-2009-0923-1305-43

Organization: BP America, Inc.
Commenter: Karen St. John
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Comment Excerpt Text:

Economic Impact Analysis and Burden

BP participated in API’s cost analysis of the proposed rule and fully supports API’s analysis and
conclusions - particularly for the newly included Onshore Petroleum and Gas Production
(OPGP) category. Our analysis of the costs for the wells and facilities we operate suggest that
API’s analysis is correct and that EPA’s projection of first year costs of $27.7 MM (preamble
Table W-5) for this category is too low by more than an order of magnitude.

Response: Please see EPA’s responses to comments EPA-HQ-OAR-2009-0923-1151-89
through EPA-HQ-OAR-2009-0923-1151-105 for a response to this comment.

Comment Number: EPA-HQ-OAR-2009-0923-3524-6
Organization: Chesapeake Energy Corporation
Commenter: Grover Campbell

Comment Excerpt Text:

EPA Underestimates the Cost of Complying with Subpart W.

EPA's cost estimate for Subpart W compliance is many orders of magnitude too low considering
the hundreds of thousands of sources for which our industry would need to document and report
emissions. EPA estimates that the costs to be incurred by onshore producers for the first year of
compliance will be approximately $24,000 per reporting unit. See Table W-10, 75 Fed. Reg. at
18,629 .

To confirm the accuracy of EPA's estimate, Chesapeake conducted its own analysis for an
individual reporting basin.*? Chesapeake's analysis assumed an individual reporting basin where
all operations are subject to reporting. Chesapeake reviewed the calculations and reporting
requirements in the proposed Subpart W to determine the emissions from the following sources:
- Single-well pads

- Multi-well pads

- Glycol Dehydrators

- Reciprocating Compressors

- Completion Operations

- Workover Operations

Chesapeake's estimate was developed using estimates of labor rates, level of effort, and
equipment rental costs. Based upon our analysis, Chesapeake calculated a first-year compliance
cost of nearly $10.5 million for one representative basin - an estimate well over 400 times higher
than that determined by EPA.

112 Chesapeake acknowledges that the actual compliance costs at a given basin will vary greatly depending on the
equipment operated and levels of activity.

1040



Response: EPA has reviewed the commenter’s costs, including the information they submitted
to the docket and identified as confidential business information. EPA is unable to evaluate the
commenter’s estimate because insufficient documentation was provided to explain how the
figures were calculated. The commenter has developed source categories such as single-well
pads and completion operations and assigned reporting costs to each source category. However,
the commenter did not disclose which emission sources to which these costs apply. In addition,
the commenter did not disclose details about the labor rate, level of effort, and equipment rental
costs used to estimate the compliance costs for each source category. The remainder of this
response presents EPA’s consideration of the information provided by the commenter.

Single and Multi-Well Pads

EPA cannot respond to the commenter’s costs for single-well and multi-well pads because
insufficient details were provided. Although, the commenter has disclosed the equipment at each
single and multi-well pad, they did not specify EPA is uncertain what “data points” are being
collected under these categories. To accurately respond to the commenter’s compliance cost for
single and multi-well pads, EPA would need to know, what data is being collected and how the
data is being collected. See response to EPA-HQ-OAR-2009-0923-1151-5 for discussion about
changes EPA made to today’s final rule to reduce burden for onshore production, such as
requiring operators to count their major equipment instead of each individual component.

Glycol Dehydrators
Please see EPA-HQ-OAR-2009-0923-1151-89 90 for EPA’s response to comments about the
costs for glycol dehydrator compliance cost estimate and details about EPA’s estimates.

Reciprocating Compressors
Please see comment EPA-HQ-OAR-2009-0923-1063-1 for a response to comments about the
costs for reciprocating compressors.

Completion and Workover Operations

The comment did not distinguish between unconventional and conventional completions and
workovers. Therefore, EPA cannot evaluate the commenter’s compliance cost estimate for
completion and workover operations. Please see comment EPA-HQ-OAR-2009-0923-1151-97
for clarification about how reporting emissions from well completions and workovers with and
without hydraulic fracturing. Also, please see Section 4 of the Economic Impact Analysis (EPA—
HQ-OAR-2009-0923) for EPA’s compliance cost estimates for conventional and unconventional
well completions and workovers.

Overhead, Quality Control, and Reporting Costs

Although EPA agrees with the commenter’s overhead, quality control, and reporting costs per
basin, EPA disagrees with the commenter’s company-wide IT costs. Please see comment EPA—
HQ-OAR-2009-0923-1151-106 for discussion about EPA’s consideration of the costs for
company-wide data management systems.

Comment Number: EPA-HQ-OAR-2009-0923-3568.4-1
Organization: American Petroleum Institute

1041



Commenter: Karen Ritter

Comment Excerpt Text:

First, the proposed requirements will be more costly to implement than EPA has estimated.
Because they apply to vastly more industry activities and sources, EPA’s cost estimates for
impact on the industry are too low by an order of magnitude

Response: Please see EPA’s responses to comments EPA-HQ-OAR-2009-0923-1151-89
through EPA-HQ-OAR-2009-0923-1151-105 for a response to this comment.

Comment Number: EMAIL-0002-10 (comment also located in rulemaking memo “Early
Comment Submissions” in docket EPA-HQ-OAR-2009-0923)

Organization: Gas Processors Association

Commenter:

Comment Excerpt Text:
EPA’s estimated cost impact appears to be at least an order of magnitude low.

GPA is evaluating the economic impact of the proposed Subpart W and will compare the results
to the analysis provided by EPA. However, preliminary indications are that the EPA’s cost
estimates are at least one order of magnitude low. EPA has failed to recognize the full impact of
requiring reporting at all facilities and pipelines in the natural gas gathering and processing
sector.

To demonstrate the disparity in EPA’s cost estimate, the following cost estimates from one GPA
member company are presented. These costs are only for this one company, an independent
gathering and processing company with no production. Their estimated first year costs for initial
implementation of the proposed Subpart W are approximately $80 million and their ongoing
annual costs for recording, measuring, calculating, and reporting are estimated to be $9.5 million.
To emphasize, these are the estimated costs for only one GPA member company to comply with
the proposed Subpart W. This compares to EPA’s estimate for all companies in all segments of
the natural gas industry covered by Subpart W of $56 million for the first year costs and $21.4
million for ongoing annual costs.

Response: EPA disagrees that the proposed rule’s cost are at least an order of magnitude low.
EPA is unable to evaluate the commenter’s estimate for one facility—$80 million year one and
$9.5 million in subsequent years—because insufficient documentation was provided to explain
how these figures were calculated. For example, the commenter did not provide its assumptions
for the cost of each monitoring activity per source or how these were extrapolated.

However, EPA has made several clarifications and revisions that will reduce the burden on
processing reporters, as described in Preamble Section I1.F. For instance, EPA has decided not
to include gathering lines and boosting stations as an emissions source in subpart W at this time,
see comment response EPA-HQ-OAR-2009-0923-1206-13. Second, today’s final rule clarified
that reporters may conduct an annual measurement of each compressor in the mode as it exists at
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the time the annual measurement is taken, with shutdown depressurized mode monitored for
each compressor at least once every three years. Please see “Compressor Modes and Threshold”
in EPA-HQ-OAR-2009-0923. Third, today’s final rule does not require tank emission
calculations for natural gas processing.

See also the Economic Impact Analysis (EPA-HQ-OAR-2009-0923) for more information about
EPA’s estimates of today’s final rule’s cost for the average natural gas processing facility.
Finally, this commenter submitted additional comments and cost estimates to the docket; see
EPA-HQ-OAR-2009-0923-1206-25 for EPA’s response.

Comment Number: EPA-HQ-OAR-2009-0923-0049-7
Organization: American Gas Association
Commenter: Pamela Lacey

Comment Excerpt Text:

For purposes of these comments, we will assume that “optical gas scanning” refers to infrared
cameras, which cost between $80,000 and $100,000 each to purchase, or about $2,500 per week
to rent. We also will assume that EPA means to include industrial and commercial customer
meters and regulators, but not residential meters, within the term above ground M&R station.

To evaluate the burden of Subpart W, AGA conducted a survey of our members to determine
how many above ground M&R stations would be affected by the proposal. The results are
somewhat difficult to interpret, because it became apparent that our members are very confused
by EPA’s undefined term. Some thought it included residential meters, other thought it only
included industrial and commercial meters, and all questioned whether metering and regulating
for smaller commercial customers such as fast food restaurants and medium box stores would be
included. The survey will need to be refined, once EPA provides clarification regarding the
scope of this term, but the current survey indicates that our member LDCs have an average of
19,000 M&R stations per company that would be affected by this proposed annual infrared
camera leak survey requirement. Our members estimate that they can visit less than 10 M&R
stations per day to perform a leak survey. As a result, the Subpart W leak survey proposal could
easily require each company to purchase or rent 50-100 infrared cameras to get the survey work
done within about a two month timeframe each year, beginning in 2011. As a result, it could
easily cost a single LDC $4,000,000 to comply with this leak survey requirement in 2011. In
addition, there are not enough cameras or trained operators to supply this demand, so market
forces would likely increase costs further. EPA asserts that LDCs would be able to outsource
their optical scanning needs by contracting with consulting firms. However, there are also not
enough cameras or trained operators within consulting firms to serve this level of demand.

EPA estimates in the preamble to the proposed rule that the entire natural gas distribution sector
—all affected LDCs in the United States — would incur only $1.6 million as the first year cost for
reporting fugitive and vented emissions under all provisions of the Subpart W proposal. In
contrast, we estimate that a single average AGA member LDC could incur about $4 million in
the first year — to comply with a single provision in the Subpart W proposal. EPA has clearly
misunderstood the impacts of this rule and has vastly underestimated the cost of providing the
information EPA seeks.
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Response: As described in Section I11.B of the preamble to today’s final rule, EPA has reviewed
a number of comments concerning the proposed rule’s cost of compliance and disagrees these
costs are vastly underestimated. Regarding EPA’s response to the commenter’s assumption that
the rule would apply to customer meters, the requirements do not apply to customer meters
(industrial, commercial, and residential meters) or to farm taps. See preamble Section II.F for a
complete discussion about the meters EPA intended to include in the rule. EPA’s response to
comment EPA-HQ-OAR-2009-0923-1016-11 discusses the costs associated with the meters
EPA intended to include in the rule.

EPA finds the commenter’s estimates of the costs for each camera to be reasonable. EPA
estimated the overnight capital cost for each camera to be $100,000, which is at the upper bound
of the GPA cost range of $80,000 to $100,000. However, EPA disagrees with the commenter’s
assumptions about the extent of requirements for leak detection. EPA estimates that each LDC
will be required to monitor between 32 and 215 metering and regulating stations, a small fraction
of the 19,000 metering and regulating stations assumed by this comment. As discussed in
Preamble Section 111.B and in comment EPA-HQ-OAR-2009-0923-1016-11, the commenter
based its cost estimate on a much higher number of metering and regulating stations because it
assumed that Subpart W leak detection would apply to all customer meters as well as meter and
regulator stations at which custody transfer does not occur.

Regarding the commenter’s concerns about the optical scanning needs under the rule, EPA has
revised today’s final rule and is including the option to use Method 21 and infrared laser beam
illuminated instruments to detect leaks for sources that are accessible, as described in Preamble
Section II.F.
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Comment Number: EPA-HQ-OAR-2009-0923-0053-5
Organization: Cardinal Engineering, Inc.
Commenter: Kristine D. Baranski

Comment Excerpt Text:

Although the commenter appreciates that there are concerns with obtaining comprehensive data,
the direct inspection cost involved with optical gas imaging is extremely high .

The cost is high when one considers that the output is qualitative (as compared with a ppm
"leaking" threshold obtained via the OVA/TVA monitoring methodology as currently practiced
in LDAR programs) .

Response: EPA agrees with the comment that in certain situations, using handheld leak
detection devices may be more cost effective. Hence, EPA has revised today’s final rule and is
including the option to use Method 21. Please see Section I1.E of the preamble for further
details.

Comment Number: EPA-HQ-OAR-2009-0923-0837-9
Organization: Canadian Gas Association
Commenter: Michael Cleland

Comment Excerpt Text:

In the rule preamble (tables W-S and W-6, p. 89), EPA estimates costs first year costs for LDCs
to implement the rule at $0.07 per tonne in the first year, dropping to $0.04 per tonne in
subsequent years. Based on Canadian LDC experience in monitoring and reporting, we are
unable to come anywhere near to these very low amounts.

Using Canadian data we have come up with some estimates that suggest much higher costs will
be incurred.

* For example, based on field data and analysis conducted since 1995, the default emission factor
for a gate station equates to 22.4 t CO2e per station.**® At $0.07/tCO,e, the per gate station
measurement budget equates to $1.57.

* Through the CGA's CEPEI group, the downstream natural gas industry has collaborated on

compiling a national GHG inventory for some years. Based on the most recent year that national
data were compiled (the 2007 inventory year), fugitive emissions from the distribution sector in
Canada totaled 890,000 t CO2e, which represents 0.1 % of Canada's national inventory in 2007.

13 Methodology Manual: Estimation of Air Emissions from the Canadian Natural Gas Transmission, Storage and
Distribution System prepared for Canadian Energy Partnership for Environmental Innovation by Clearstone
Engineering, calculation Form 3.2.1+10, p. 49 (September, 2007); the emission factor has been converted to tones
CO2e based on gas composition data from Ontario.
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This amount represents the emissions reported by Canada's 12 main LDC operations™**, an
average of 74,200 t CO2e per company. At $0.07 pert CO2e, this equates to an average cost per
company of $5,200 , an amount which could not reasonably cover the field survey work,
"administrative costs reviewing the reporting rules, training personnel, documenting emissions
data and emissions estimates, approving the submission to the EPA, submitting reports and
maintaining records”'*> that EPA has included in its cost estimates.

Response: Overall, EPA disagrees that the Agency underestimated the rule’s compliance costs,
and the distribution segment in particular, as described in the response to comment EPA-HQ—
OAR-2009-0923-1016-4. The remainder of this response discusses details unique to this
comment.

First, EPA disagrees that each reporter’s per gate station measurement budget equals $1.57.
While EPA estimated an average compliance cost of $0.07 per metric ton CO.e for the
distribution segment in the proposed rule, this average does not represent the costs associated
with individual activities within that segment. For instance, the per metric ton CO.e cost will be
higher when leak detection is conducted; the per metric ton CO-e cost will be lower for
monitoring activities that rely on a population emission factor is required.

Furthermore, EPA disagrees with the commenter’s estimated average cost per company of
$5,200. EPA'’s cost estimates are based on the analysis of the distribution segment in the United
States; application of EPA’s estimates to jurisdictions outside the United States may not be
appropriate or accurate. For instance, in the proposed rule, EPA estimated the average emissions
per LDC to be approximately 159,000 metric tons, which is more than twice as high the
commenter’s estimated average emissions per LDC. EPA analyzed the costs of compliance for
natural gas distribution and has revised the estimated cost of compliance in today’s final rule for
the average reporter to be $0.09 per metric ton and $13,854 per LDC for the first year. Further
comment on this topic is available in Section I11.B, of today’s preamble.

Comment Number: EPA-HQ-OAR-2009-0923-1004-1
Organization: Natural Gas Supply Association
Commenter: Patricia W. Jagtiani

Comment Excerpt Text:

NGSA believes that the proposed Subpart W will cause formidable financial and administrative
burdens without contributing appreciably to the coverage or accuracy of emissions monitoring
under the Mandatory Reporting Rule. In these comments, we discuss several ways in which the
proposed Subpart W should be modified to better reflect the realities of monitoring GHG
emissions in the natural gas production sector.

Response: EPA does not agree with this comment; please see EPA-HQ-OAR-2009-0923-1004—
4 for a response to this comment.

114 These companies represent almost the entire LDC sector operations in Canada.
15 EPA Subpart W preamble - p. 87-88.
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Comment Number: EPA-HQ-OAR-2009-0923-1004-4
Organization: Natural Gas Supply Association
Commenter: Patricia W. Jagtiani

Comment Excerpt Text:

The proposed Subpart W still includes highly labor-intensive and equipment-intensive
monitoring methods for our sector — requiring population counts of thousands of individual
components (many of which are trivial sources of emissions) at hundreds of thousands of
wellheads and thousands of miles of gathering pipelines, as well as direct measurement of
equipment such as rod packing vents, unconventional well completions and workovers, and wet
seal degassing vents. Certain units, such as acid gas removal (AGR) stacks, are also not equipped
with the metering or monitoring equipment needed to fully comply with the proposed Subpart
W; numerous units will, in many cases, need to be taken offline to install the required equipment.
Considering that our sector contains approximately 475,000 of wellheads alone, these measures
will require massive investments in data collection on facilities (and components within
facilities) that are often negligible sources of GHG emissions.

Under any reasonable set of assumptions, the cost of complying with the above requirements will
far exceed EPA’s estimate of only 27.7 million dollars for the entire onshore petroleum and
natural gas production sector. Indeed, the American Petroleum Institute’s (API) review of the
rule indicated that the costs of the proposed Subpart W to the onshore petroleum and natural gas
production sector alone could reach 1.7 billion dollars, or 8.44 dollars per ton CO2-e of GHG
emissions. If correct, this estimate would cause the cost of the proposed Subpart W to approach
the projected near-term cost of a mandatory cap-and trade program — even though the sole
purpose of the Mandatory Reporting Rule is to collect policy-relevant information on GHG
emissions, not impose emission controls. In addition, this figure would far exceed EPA’s
estimated cost-per-ton for any other sector included in the Mandatory Reporting Rule.

NGSA believes that EPA’s proposed basin-level approach fails to achieve an appropriate balance
between the need for GHG data with the practical and economic burdens associated with the
reporting burden imposed by the proposed Subpart W.

Response: EPA does not agree with the comment. Regarding the American Petroleum
Institute’s estimate of the costs, as cited by the commenter, please see EPA’s response to EPA—
HQ-OAR-2009-0923-1151-107, which provides a summary of the cost breakdown. Regarding
the commenter’s statements about requirements for population counts, please see EPA-HQ—
OAR-2009-0923-1151-89.

For a response to the comment on direct measurement of equipment such as rod packing vents,
well completions and workovers with hydraulic fracturing, and wet seal degassing vents, see
EPA-HQ-OAR-2009-0923-1151-94 and EPA-HQ-OAR-2009-0923-1151-97.

For a response to the comment that certain equipment, such as acid gas removal vents, are not
already equipped with meters or monitoring devices, see EPA-HQ-OAR-2009-0923-1024-26.
Regarding the commenter’s statement about the basin-level approach, see EPA-HQ-OAR-2009—
0923-1151-5.
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Comment Number: EPA-HQ-OAR-2009-0923-1016-7
Organization: American Gas Association
Commenter: Pamela A. Lacey

Comment Excerpt Text:

Further, the agency is proposing to require annual leak surveys using, costly and unnecessary
optical scanning equipment that does not result in improved leak detection beyond the leak
detection currently conducted by gas utilities under existing federal and state pipeline safety
regulations. This proposal would impose billions of dollars in cost on gas utilities and their
customers — rivaling costs under a cap and trade program — without reducing emissions. All this
effort would provide no better picture of GHG emissions from this segment than is currently
available in the annual EPA GHG Inventory, because LDCs would have to use outdated
emission factors that tend to seriously overstate GHG emissions from natural gas distribution.

Response: As described in the response to comment EPA-HQ-OAR-2009-0923-1152-4, EPA
disagrees that the costs associated with the rule would be on the order of billions of dollars.
Regarding the commenter’s concerns about the optical scanning needs under the rule, EPA has
revised today’s final rule to allow alternative options. See preamble Section I1.F for details
about the alternative leak detection options.

EPA also disagrees that the information gathered is duplicative with the EPA GHG Inventory.
As described in EPA-HQ-OAR-2009-0923-1016-11, today’s final rule will provide an estimate
of “actual” emissions, as opposed to "potential” of emissions. In addition, the proposed rule’s
leaker emission factors for natural gas distribution are based on recent emission measurement
studies conducted by Clearstone Engineering, and not the U.S. GHG Inventory. Further
discussion on this topic is provided in “Greenhouse Gas Emissions from the Petroleum and
Natural Gas Industry: Background TSD” (EPA-HQ-OAR-2009-0923-0027).

Comment Number: EPA-HQ-OAR-2009-0923-1020-6
Organization: Southwest Gas Corporation
Commenter: James F. Wunderlin

Comment Excerpt Text:
Total Cost for Process Emissions

In consideration of the above discussions, it is Southwest’s opinion that the Process Emissions
cost estimate described in the preamble of the proposed rule is significantly underestimated. The
published cost estimate for the natural gas distribution sector is estimated to be $1,680,000 for
start up and $600,000 for annual costs thereafter. Southwest respectfully suggests that these costs
are more likely to be $1,680,000,000 and $600,000,000, respectively.

Response: Note: See comment EPA-HQ-OAR-2009-0923-1020-5 for the text that precedes this
excerpt from the commenter’s letter.
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EPA has reviewed the proposed rule’s cost estimates and disagrees that the Agency significantly
underestimated the costs for the natural gas distribution segment. Based on the limited
information that the commenter provided regarding the basis for their estimate, EPA has
determined that the commenter assumed that leak detection is required for all regulator stations.
Please see the response to comment EPA-HQ-OAR-2009-0923-1016-11 for detailed discussion
about why this assumption is inconsistent with EPA’s intent.

EPA is unable to further evaluate the commenter’s estimates ($1.68 billion and $600 million)
because insufficient documentation was provided to explain how these figures were calculated.
For example, although the commenter specified their assumption about the cost of infrared laser
detector instruments, they did not identify the other assumptions and calculations underlying its
estimate, such as labor involved. EPA estimated the capital cost of an optical gas imaging
instrument to be $100,000, similar to the cost estimated by the commenter. However, the
commenter assumed they would purchase the instrument and did not specify whether they
considered the lowest cost option that EPA analyzed. EPA assumed that reporters would use
contractors to conduct emissions detection activities; the contractors would purchase the
instrument and pass on the costs to as many facilities as they can provide service to each year
and it was unclear if the commenter agreed with these assumptions or not because they did not
indicate they considered this option. EPA modified this analysis in the final Economic Impact
Analysis based on the revision to today’s final rule that allows alternative leak detection
methods. For details about the alternative leak detection methods, see preamble I1.E; the
response to comment EPA-HQ-OAR-2009-0923-1016-11 provides details about the associated
costs.

Finally, the commenter provided an estimate to conduct a component inventory that appears to
have contributed to the total cost estimate. See EPA-HQ-OAR-2009-0923-1016-11 for a
response to assumptions about component inventories. .

Comment Number: EPA-HQ-OAR-2009-0923-1039-25
Organization: Interstate Natural Gas Association of America
Commenter: Lisa Beal

Comment Excerpt Text:
Discussion of Implementation Costs

Based on information provided in EPA’s Economic Impact Analysis (EIA), the annual cost per
affected facility for measurement and monitoring in subsequent years (i.e., after the first year of
reporting) is approximately $16,000. This total includes stationary combustion source reporting
that will be required upon Subpart W promulgation. For small to average-size facilities without
complicated measurements, INGAA generally agrees with the estimated subsequent year costs.
However, the EPA cost analysis did not adequately account for all required and potential costs,
including the following:

* Additional first-year reporting costs. First-year per-facility costs presented in the EIA are only

about $1,700 more than subsequent year per-facility costs. Additional first-year tasks would be
required, including a more detailed assessment of applicability and requirements; monitoring
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plan development, including standard operating procedures for measurements; equipment
calibrations; measurement criteria definitions; identification of vent access measurement issues
and sample port installations; calculation and recordkeeping documentation development (e.g.,
spreadsheets and database support); operator and technician training; data review/QA-QC
procedures; reporting tool development and integration with EPA’s pending web-based reporting
system; and, additional management oversight. INGAA understands that some tasks would be
company-wide and shared by numerous facilities. However, implementing a program to comply
with a rule of this breadth and complexity would likely entail costs an order of magnitude or
more greater than EPA’s estimate for the initial reporting year.

*Three-mode testing costs for reciprocating compressors. As discussed in Comment V, emission
measurements must be conducted for each compressor in each of three operating modes that
occurs within the year, including operating, standby-pressurized, and not operating-
depressurized. This requirement will be considerably more complex than simply testing each
compressor in a single as-found condition. One approach would be to cycle each compressor
through the three modes during a test team visit. However, this would complicate compressor
station operation (i.e., coordination with dispatch), possibly disrupt gas transmission service, and
would most likely create an unnecessary venting event for each compressor that requires a
blowdown which wastes product and increases GHG emissions. Alternatively, a test team could
be placed on standby while each compressor naturally cycles through the three modes or could
revisit the compressor station numerous times; or, operators could be trained to perform
measurements when the opportunity arises. Each of these approaches creates its own
complications and expense. It does not appear that the EPA analysis accounts for the costs
associated with the complexities of three-mode testing.

» Testing complexity for “inaccessible vents”. Many compressor vents, such as reciprocating rod
packing and centrifugal wet seal oil degassing, are located above rooflines since facilities were
not constructed with vent access in mind. Such vents would be deemed “inaccessible” in many
cases under typical LDAR programs. Accessing these vents to measure flowrates typically
requires a manlift and could require assessment and implementation of additional safety
precautions (e.g., by-passing high-pressure gas lines, avoiding personnel exposure to an
emergency blowdown event, etc.). These requirements will add time and expense to
measurements, especially for three-mode testing of reciprocating compressors.

 Small facility testing to validate non-reporting status. If a method to screen facilities for rule
applicability (i.e. 25,000 metric ton COZ2e threshold) is not defined or if the screening method is
too conservative, then the number of facilities required to conduct first year measurements will
increase. For the 25,000 metric ton threshold, EPA estimates that 1,145 of 1,944 transmission
compressor stations and 133 of 397 natural gas storage facilities will be required to report GHG
emissions. Without an accurate applicability screening method, first- year testing costs could
increase significantly — and may encompass all facilities — to confirm emissions from facilities
required to report and validate status of smaller facilities not subject to the rule

Response: EPA determined that screening tools would facilitate reporting determinations and
plans to make such tools available. Accordingly, EPA has updated the Economic Impact
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Analysis to better account for reporting determinations and expected use of screening tools; see
EPA’s complete response in Section I11.B.2 of the preamble to today’s final rule.

On the other hand, EPA disagrees that the first year cost estimates should be an order of
magnitude greater. As discussed in the Economic Impact Analysis and Preamble Section IllI, the
inclusion of reporting costs increased EPA’s estimate of total private sector costs compared to
the April 2010 analysis, but the order of magnitude remained the same. EPA included similar
first year costs to the commenter in the proposed rule, such as registration; regulation review,
monitoring plan development; equipment; monitoring and measurement, training,
documentation, reporting, auditing, and archiving. As noted above, determination costs have
been added to this list | today’s final rule, determination costs have been added to this list.

EPA did not intend for reciprocating or centrifugal compressors to be taken offline in order for
reporters to collect the operational mode data required under subpart W. Therefore, as described
in Preamble Section I1.F, EPA has clarified the today’s final rule to allow reporters to conduct an
annual measurement of each compressor in the mode as it exists at the time the annual
measurement is taken, with shutdown depressurized mode monitored for each compressor at
least once every three years. For more detail, please see “Compressor Modes and Threshold” in
the docket (EPA-HQ-OAR-2009-0923).

EPA considered the comment concerning monitoring of inaccessible compressor vents, and
disagrees with the comment on testing complexity because the proposed rule allows installation
of a port on the vent line for insertion of a temporary meter, and these ports can be installed at
ground level. Additionally, in today’s final rule, reporters may now use acoustic leak detection
devices to estimate through-valve leakage from unit valves and blowdown valves. Please see
Section Il.F of the preamble.

Comment Number: EPA-HQ-OAR-2009-0923-1039-3
Organization: Interstate Natural Gas Association of America
Commenter: Lisa Beal

Comment Excerpt Text:
Applicability Determination Costs and Burden

In discussing the Proposed Rule implementation schedule, EPA assumes that many reporting
entities already have GHG monitoring capability due to the requirements of other air quality
programs. This assumption is not valid for natural gas transmission and storage systems, which
have never been subject to direct measurement of vented emissions or fugitive emissions
monitoring, as required in the Proposed Rule. Natural gas transmission and storage facilities do
not have currently-installed mechanisms or data systems for monitoring and measuring fugitive
or most vented fugitive emission sources as called for in the Proposed Rule. For INGAA
members, the task of determining whether GHG reporting is required for specific facilities under
Subpart W would represent a significant departure from current practices, requiring considerable
time and resource allocations.

In reviewing EPA cost estimates, INGAA generally agrees with the per facility monitoring costs

for years subsequent to the initial year. However, that cost does not consider important logistical
factors such as vent access safety issues, three-mode testing, and availability of service
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providers, which will escalate per-facility costs. In addition, EPA cost estimates do not consider
costs associated with measurement and monitoring at smaller facilities to determine their need to
report; therefore, cumulative costs are significantly underestimated. For natural gas transmission
and storage, EPA estimates that 59% of 1944 compressor stations and 34% of 397 underground
storage facilities will exceed the reporting threshold [see 75 FR 18618], and approximately 1060
facilities (or 45%) would not report for these two industry segments. However, as noted above,
absent a screening method, these facilities would still be faced with vent measurement, leak
monitoring, and population counts for pneumatic devices and storage wellhead components to
estimate facility GHG emissions and document that total facility emissions are less than the
threshold, in essence to provide a “negative determination” relative to the 25,000 metric ton
CO2e threshold. Thus, with an additional 45% of facilities that do not report still required to
conduct monitoring (e.g., leak surveys) and direct vent measurement, the cumulative costs would
be nearly double EPA’s estimate.

In addition, the number of available service providers and qualified technicians is limited, and
monitoring and measurement are required for many segments in Subpart W. Thus, the added
need to monitor at smaller facilities would exacerbate this shortage, and market pressure could
escalate per-facility costs. This shortage could also compromise the ability of operators to meet
the Proposed Rule schedule and is one of several factors contributing to the need for a phased
approach for reporting. In addition, the Proposed Rule compromises compliance certainty due to
the uncertainty associated with GHG estimates for fugitive emissions and some vented sources.

The Proposed Rule essentially requires that Subpart W emission estimation methods (monitoring
and direct measurement) be applied to every natural gas transmission compression facility and
natural gas storage facility, every year. These requirements would not only increase the cost of
Subpart W, but also negate the administrative and cost advantages that EPA sought to achieve by
selecting a 25,000 metric ton CO2e threshold. In conclusion, a screening method that provides
reasonable compliance certainty is needed to avoid unnecessary compliance risk, implementation
complexity, and financial burden

Response: EPA agrees that screening tools would facilitate reporting determinations and plans
to make such tools available. Accordingly, EPA has updated the Economic Impact Analysis to
better account for reporting determinations and expected use of screening tools; see EPA’s
complete response in Section I11.B.2 of the preamble to today’s final rule. In addition, today’s
final rule allows reporters to request the use of best available monitoring methods under certain
conditions, such as lack of service providers and qualified technicians; please see the response to
EPA-HQ-OAR-2009-0923-1011-27 for further details. Also see response to EPA-HQ-OAR—
2009-0923-1039-25 that addresses the commenter’s concerns about vent access safety issues and
three-mode testing.

Comment Number: EPA-HQ-OAR-2009-0923-1045-4
Organization: FLIR Systems, Inc.
Commenter: Thomas J. Scanlon

Comment Excerpt Text:
Impact on Local Distribution Companies
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Several commenters have indicated that the proposed Subpart W will place an onerous burden on
local distribution companies (LDCs), with a financial impact as great as $4,000,000 per LDC.
While we agree that the coverage of LDC systems under Subpart W is in need of clarification,
we do not believe that EPA intended the coverage of LDC systems to be as sweeping as these
commenters suggest, and believe that EPA can proceed to require OGI for emission detection at
city gate stations and above ground district regulators. In addition, we believe it is advisable for
EPA to require OGI emission detection at certain underground pipeline main facilities and large
customer metering and regulating stations, albeit on a “phased in” timetable.

1. Proposed LDC Coverage of Subpart W is Manageable and Cost-Effective. Although the
proposed definition of LDC facilities, which refers broadly to “above ground meter regulators
and gate stations,”**® is ambiguous, we do not believe EPA intended for the proposed Subpart W
to have such broad coverage as to impose an OGI inspection requirement on residential meters
and small commercial establishments. As EPA explains in the preamble to the proposed rule:

“Distribution system CH,4 and CO, emissions result mainly from fugitive emissions from
above ground gate stations (metering and regulating stations), below grade vaults
(regulator stations), and fugitive emissions from buried pipelines.”**’

EPA’s view that gate stations, below grade regulator stations, and buried pipelines are the main
contributors to GHG emissions from LDC systems is supported by the data provided in
Appendix A of the Technical Support Document accompanying the proposed rule. The TSD,
and the preamble, do not mention requiring OGI detection or emission factor estimates for any
customer-specific metering facilities.

Assuming that EPA intended for Subpart W to have this more limited scope, we believe that the
proposed rule could be easily implemented at reasonable cost. Based on our inquiries with a
local distribution company serving a large city in the Northeast, the number of above-ground city
gates and district regulator stations should be manageable even for a large metropolitan area.
The utility we consulted has 20 city gate terminals which meter and reduce the pressure from
transmission pipeline(s). The utility also has 150 district regulators which operate downstream
from the city gate terminals and reduce pressure and re-distribute the gas to the lower pressure
gas distribution system. These stations are housed in underground spaces, underground manhole
vaults and in small above ground buildings and sometimes within the gate station itself. The
system in our survey has only 6 district regulators below ground.

A summary of estimated costs to survey these locations is presented below:

118 proposed 40 C.F.R. § 98.230(a)(8).
1775 Fed. Reg. at 18,617
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Component Number of Hours to Total Hours | Consultant cost’
Locations’ .‘ﬁ'lul'vn:-}rﬁ

Above ground gate 20 4 [ 50 [ $30.000 |
stations
Above Ground 144 2 288 S108,000
District Regulators
Below grade vaull 6 2.3 15 $5,625
District Regulators
Totals [ 170 8.5 383 $143.625

Based on this survey, we suggest that the costs associated with using OGI at gate stations and
district regulators is nowhere near the multimillion dollar annual expense suggested by some
commenters. Moreover, finding and repairing leaks would yield savings for LDCs and ratepayers
— possibly enough savings to more than pay for the consulting services or equipment and
program implementation costs.

FLIR Systems also disagrees with EPA’s assumption that emissions from underground vaults
cannot be detected using OGI, and must therefore be estimated using population emission
factors. FLIR Systems has successfully deployed OGI at underground vaults by lowering OGI
equipment through the same access points used for maintenance and repair of the systems within
these vaults. Given that below-grade regulator stations are both manageable in number and
capable of being monitored using OGI, FLIR Systems recommends that EPA consider proposing
the use of OGI for detection of fugitive emissions from underground vaults.

Response: EPA agrees that the costs for optical gas imaging are well below the multimillion
dollar estimates. EPA also generally agrees with the number of station locations per LDC,;
however, the Agency did not intend to require surveys for non-custody transfer stations and has
clarified today’s final rule (see preamble I1.F). In addition, the comment did not provide
sufficient information for EPA to respond in detail to the number of hours required per station.
For instance, while the commenter estimates four hours to survey an above ground gate station,
including 45 minutes travel time between stations and time to prepare reports, it is unclear how
much time is allocated to survey each station compared to preparing reports. In addition, the
data presented by the commenter suggest that the cost for consultants is $375 per hour. EPA
disagrees with this hourly rate; in today’s final rule, EPA has applied labor rates that are
significantly lower than that assumed by the comment: from $55.20 per hour to $101.31 per
hour, as described in Section 4 of the Economic Impact Analysis (EPA-HQ-OAR-2009-0923).
In today’s final rule, EPA has revised the estimated cost of compliance for the average reporter
to be $0.09 per metric ton and $13,854 per LDC for the first year. See EPA-HQ-OAR-2009—
0923-1036-11 for a detailed discussion about EPA’s assumptions and cost estimates for leak
detection surveys.

Finally, EPA disagrees with the commenter’s characterization of the Agency’s assumptions in
the proposed rule for leak detection in metering and regulating underground vaults. EPA did not
assume that equipment leak emissions from underground vaults cannot be detected using optical
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gas imaging instruments. Rather, EPA determined that underground vaults can be difficult to
access, and equipment leak emissions detection at underground vaults can be burdensome.
Therefore, today’s final rule requires the use of population emission factors.

Comment Number: EPA-HQ-OAR-2009-0923-1098-2
Organization: Southern Union Company
Commenter: Charles Wait

Comment Excerpt Text:

SU wishes to emphasize a few of the major issues that our company faces. First, SU urges EPA
to consider the INGAA proposed screening method. SU believes that only 60-65 percent of its
stations have greenhouse gas (GHG) emissions greater than the reporting threshold. However,
absent a screening methodology in the final rule, SU feels obligated to devote precious resources
to monitoring stations to prove a negative applicability. These include stations where total GHG
emissions could be as low as 5,000 mT COz2e.

Response: EPA agrees that screening tools would facilitate reporting determinations and plans
to make such tools available. Accordingly, EPA has updated the Economic Impact Analysis to
better account for reporting determinations and expected use of screening tools; see EPA’s
complete response in Section I11.B.2 of the preamble to today’s final rule.

Comment Number: EPA-HQ-OAR-2009-0923-1099-10
Organization: New Mexico Gas Company
Commenter: Curtis J. Winner

Comment Excerpt Text:

Component count of fugitive emissions sources - Section 98.236.¢.19 is confusing. Does this
section require us to do a component count of all our facilities regardless of whether they are
leaking? If this is EPA's intention, this would be very burdensome and costly. Each of our
distribution meters for example has approximately 100 connectors alone. This data is not
currently compiled in any database. Therefore, to comply with this reporting requirement we will
have to conduct a survey of all our meters (270 to 500,000 depending on the definition) and
count all the components. We would need to employ hundreds of people for several months to
accomplish this. Why is this data required? And what exactly does EPA want us to report?

Response: Today’s final rule does not require a component count regardless of whether they are
leaking; rather, today’s final rule requires the counting of only leaking components. Also, the
rule does not require monitoring of all meters from natural gas distribution reporters; only
leaking components at above ground city gate stations at custody transfer have to be counted and
reported to EPA. See preamble Section Il.F for a complete discussion about the meters EPA
intended to include in the rule. In addition, see EPA’s response to comment EPA-HQ-OAR—
2009-0923-1016-11 for a discussion that clarifies the component count requirements under
today’s final rule and for discussion about the costs associated with the meters EPA intended to
include in the rule.
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Finally, EPA has required reporters to monitor emissions from above ground metering and
regulator city gate stations at which custody transfer occurs because these sources contribute
significantly to the total national emissions for the industry. See the Technical Support
Document (TSD) for today’s final rule found in docket (EPA-HQ-OAR-2009-0923) for
complete discussion, including how EPA identified the major emissions sources and why those
emissions are subject to today’s final rule. Furthermore, preamble I11.E to today’s final rule
explains the purposes the reporting of emissions under Subpart W.

Comment Number: EPA-HQ-OAR-2009-0923-1099-8
Organization: New Mexico Gas Company
Commenter: Curtis J. Winner

Comment Excerpt Text:

Third, the infrared cameras are very expensive and not very plentiful. It will be difficult to
comply with this requirement regardless of whether consultants perform the work or we do the
survey in house. There are not enough cameras available or consultants capable of doing the
survey considering the number of existing M&R stations (270 city gate stations and over
500,000 M&R stations, depending on your definition). Even if EPA did not intend to include
residential meters in your definition of M&R, surveying even 270 city gate stations would be
time consuming and costly.

Response: EPA has revised today’s final rule to allow alternative options. See preamble
Section I1.F for details about the alternative leak detection options.

In addition, as described in EPA-HQ-OAR-2009-0923-1016-11, EPA has clarified that the rule
does not apply to customer meters, i.e., residential, commercial and industrial meters, served by
existing metering and regulating stations.

EPA reviewed its cost estimate and disagrees that surveying above ground city gate stations at
custody transfer would be overly time consuming and costly. Today’s final rule allows reporters
to request the use of best available monitoring methods under certain conditions, such as such as
lack of cameras or consultants capable of doing leak surveys; please see the response to EPA—
HQ-OAR-2009-0923-1011-27 for more information about use of best available monitoring
methods. As outlined above, today’s final rule has clarified that leak detection is only required
at above-ground city gate stations with custody transfer and has revised today’s final rule to
allow alternative methods of leak detection; therefore, far fewer resources are required to meet
the requirements of the rule than assumed by the comment. Furthermore, EPA is unable to
evaluate the commenter’s total estimate because insufficient documentation was provided to
explain how these figures were calculated. For example, the commenter did not specify their
assumptions about time required to perform leak detection at a metering and regulator station,
how many and what level staff members are necessary, what equipment must be purchased, or
what contractor costs would be incurred. Nonetheless, EPA has inferred that a large part of the
commenter’s cost estimate can be attributed to the misinterpretation that customer meters are
subject to leak detection requirements. The requirements do not apply to customer meters
(industrial, commercial, and residential meters) or to farm taps. See preamble Section II.F for a
complete discussion about the metersEPA intended to include in the rule. EPA’s response to
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comment EPA-HQ-OAR-2009-0923-1016-11 discusses the costs associated with the meters
EPA intended to include in the rule.

Comment Number: EPA-HQ-OAR-2009-0923-1152-4
Organization: Consumer Energy Company
Commenter: Amy Kapuga

Comment Excerpt Text:
EPA Has Vastly Underestimated Costs — Changing or Eliminating the Annual Leak Survey
Proposal Would Help Reduce Compliance Costs Substantially

EPA is estimating a per company cost of $11,188 in the first year and about $7,000 per year per
LDC thereafter. In contrast, Consumers estimates the cost of complying with the leak survey
requirement in the rule will be more on the order of $1,000,000 per year, or more. EPA has
seriously underestimated the cost of complying with the 2010 Proposal, for at least four reasons.

* First, the 2010 Proposal uses the undefined terms “above ground meter regulators” in sections
98.232 and 98.233'*®, and “metering stations and regulating stations” in section 98.238 (defining
a natural gas distribution facility) that could be interpreted to include not only city gates and
large custody transfer or district metering and regulating (M&R) stations, but also industrial,
commercial and even residential customer regulating and metering equipment. We do not believe
this was EPA’s intent, but unless the term is clarified, regulatory uncertainty and the risk of
varying interpretations by field enforcement personnel would drive LDCs to include all customer
meters in their leak surveys and reporting. When multiplied by each customer meter, the
significant annual leak survey costs would result in millions of dollars of unnecessary cost to
Consumers and our customers.

* Second, the agency has underestimated the cost of conducting an annual leak survey of the
eight listed components using optical scanning equipment at distribution city gates, above
ground meter regulator stations and at underground storage facilities. Requiring the use of
infrared cameras significantly increases this cost.

* Third, we do not have inventories or records for all eight of the components listed in section
98.232(f)(5) and (i)(1). We would have to visit each meter and regulator location (depending on
the definition of M&R) to develop the list required for applying component-level emission
factors to component counts. The burden of this proposal could be reduced significantly by
reducing the number of components and better defining them so it is clear what is to be included.
The burden could be eliminated by allowing the use of facility-level emission factors for city
gates and above ground M&R facilities, as EPA has proposed for below-ground M&R facilities
and vaults.

* Fourth, EPA has underestimated the costs making an initial threshold determination for small
distribution systems and other small facilities that likely fall below the threshold. These facilities

118 proposed 40 C.F.R. §§98.232.(i), 98.233(q)(7), 75 Fed. Reg. 18637, 18643.
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apparently would have to conduct a full leak survey using optical scanning in the first year in
order to determine whether a distribution, underground storage, transmission compression
facility or LNG facility does or does not exceed the 25,000 tpy regulatory threshold under
898.2(a)(2). EPA could avoid this burden by allowing small facilities to use a simpler threshold
determination method that does not require leak surveys or other field work.

1. Because M&R is Not Clear Defined and Could Apply to Customer Meters, Distribution M&R
Leak Survey Costs Could be Extremely Burdensome and Costly

Even without requiring infrared cameras, EPA’s annual leak survey requirement would impose
far greater costs than it has estimated, largely because the proposal could be interpreted to apply
to customer meters. The cost of employee time for visiting each site is not large, but when
multiplied by each meters, the costs expand exponentially.

2. Optical Scanning/ Infrared Camera Costs

EPA explains in the preamble to the 2010 Proposal that “EPA proposes conducting fugitive
emissions detection and then applying leaking component (or leak only) emissions factors for
processing, transmission, underground storage, LNG storage, LNG import and export terminals,
and LDC gate stations.”*°. Proposed section 98.233(q) requires LDCs, and other facilities
subject to Subpart W, to use the methods described in 98.234(a) to “conduct an annual leak
detection of fugitive emissions” from the relevant list of components in §98.232.*%

Consumers requests that EPA revise sections 98.232, 98.233 and 98.234 to clarify that the term
“Natural Gas Distribution Facility” does not include customer meters and that LDCs are not
required under Subpart W to leak survey or report fugitive emissions from industrial, commercial
and residential customer meters.

Response: EPA disagrees that it underestimated the rule’s cost for natural gas distribution
reporters. EPA determined that the commenter overestimated the cost based on assumptions that
were inconsistent with the intent of the rule. Response to comment EPA-HQ-OAR-2009-0923—
1016-11, clarifies that monitoring requirements do not apply to customer meters, and that leak
detection requirements do not apply to all metering and regulator stations.

In addition, EPA did not intend to have reporters count the leaking components from all stations
and meters. See EPA’s response to comment EPA-HQ-OAR-2009-0923-1016-11 for a
discussion that clarifies the component count requirements under today’s final rule and why EPA
has elected not to use facility-level emissions factors for city gates and above ground M&R
facilities.

EPA agrees that screening tools would facilitate reporting determinations and plans to make such
tools available. Accordingly, EPA has updated the Economic Impact Analysis to better account
for reporting determinations and expected use of screening tools; see EPA’s complete response
in Section 111.B.2 of the preamble to today’s final rule.

119 75 Fed. Reg. at 18622.
120 75 Fed. Reg. at 18642.
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Regarding the commenter’s concerns about leak detection equipment, see preamble I1.F for
details about alternative leak detection options .

Comment Number: EPA-HQ-OAR-2009-0923-1154-10
Organization: Latham & Watkins LLP on behalf of DCP Midstream
Commenter: Matthew C. Brewer

Comment Excerpt Text:
The High Cost and Extreme Burden Underscore The Lack of Justification for “Super” Source
Aggregation

EPA’s estimate of the cost for reporting fugitive and vented emissions for all companies in all
segments of the petroleum natural gas industry covered by Subpart W is $56 million for first year
costs and $21.4 million for continuing annual costs. See Proposed Rule, Tables W-5 and W-6, at
p. 18625. As discussed below, DCP estimates that its first year costs alone, even without the
proposed “super” source aggregation, would be almost $63 million and thus exceed EPA’s
estimate for the entire industry. Moreover, if EPA finalizes its proposed “super” source
aggregation, DCP’s total capital costs to comply with the Rule would be over $200 million, or
almost four times EPA’s estimate for the entire industry. Thus, EPA has significantly
underestimated the burden that would be placed on the processing sector were it required to
collect the information necessary to comply with the Proposed Rule.

A specific example of EPA having underestimated the costs of complying with the Proposed
Rule is the cost associated with the metering that the Proposed Rule would necessitate. [FN 26 -
Table 1 of these comments identifies the Proposed Rule’s Sections that, based on DCP’s
interpretation, require the use of meters.] According to the Background Technical Support
Document, it appears EPA assumed a cost of $1,400 per meter for a simple pitot, annubar, or
rotometer. In many cases, however, these meters are not adequate devices for these applications.
Rather, DCP Midstream believes orifice plate meters and roots meters are necessary for these
metering requirements. Table 1 below provides DCP’s estimates of its costs associated with
installing and operating the meters necessary to comply with the Proposed Rule. In addition to
the purchase price of the meter, DCP Midstream has factored in costs associated with
installation, outage time, straight pipe run requirements, and transmitting data to the company’s
data collection system.

Under a non-aggregation “source” approach, DCP estimates that, at a minimum, most or all of its
48 processing plants and treaters and about 24 compressor stations, or 72 total sources, would
exceed the 25,000 tpy CO2e threshold when Subpart C emissions are combined with Subpart W
emissions. As detailed in the Table 1 below, DCP estimates its capital costs to monitor these
“major” sources at approximately $63 million. Under EPA’s proposed “super” source
aggregation, an additional 630 of DCP’s compressor stations, whose individual emissions fall
well below the 25,000 tpy CO2e threshold, would become subject to the reporting requirement.
DCP estimates that its total costs with the proposed “super”” source aggregation would be about
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$203 million, or more than $167 million over and above its costs without such aggregation.

Table 1 of these comments identifies the Proposed Rule’s Sections that, based on DCP’s
interpretation, require the use of meters.

Table 1: Estimated DCP Metering Costs

With and Without “Super” Source Aggregation Approach

Proposed Rule

Thus, the Proposed Rule’s “super” source aggregation would cost DCP alone an additional $167
million in first year capital costs.

Equipment/inf Non- “Super” Section

ormation aggregation Estimated Source Estimated Leading to

Needs | Source Cost Aggregation Cost Requirement
# of additional
acid gas flow 35 £3.5 million 40 4.0 million §98.233(d)
meters req'd
# of
compressor
rod vent and P P £08.233%(a)
A Raal 113 $11.3 million 813 $81.3 million §98.233(p)
degassing
meters req'd
# of
compreassor i s §98.236(a)(17)
gas volume 480 $48 million 1,180 5118 million §98.236(2)(18)
meters req'd
Total | $62.8million Total | $203.3 million

In addition to the enormous capital costs, DCP estimates that its annual operating costs to
comply with the Proposed Rule’s “super” source aggregation would be approximately $6.5
million dollars, which is almost one third of EPA’s estimate of $21.4 million for the entire
sector. The $6.5 million figure represents a more than three-fold increase in annual operating
costs over and above the $2 million per year DCP estimates it would cost to comply with the
Rule were EPA to apply the CAA’s longstanding non-aggregation source approach.

Moreover, a disproportionate amount of DCP’s additional costs to comply with the Proposed
Rule’s “super” source aggregation -- about $140 million -- would result from EPA’s
misconception about the proportion of the sector’s fugitive GHG emissions that originate from

compressors. This $140 million represents the difference in DCP’s costs to determine emissions

and from the compressor rod vents and wet seals under a non-aggregation source approach
($59.3 million) and DCP’s costs to monitor such units under a “super” source aggregation

approach ($199.3 million). As explained in more detail in Section VI.A of these comments, DCP

believes that EPA’s estimate that 48% of the sector’s fugitive emissions originate from
reciprocal compressors is greatly overstated. Indeed, information from another “midstream”
company indicates that such emissions may comprise less than 6% of the sector’s total
emissions. This being the case, the additional $140 million it would cost DCP to determine
emissions from all its upstream compressor station sources under the proposed “super” source
aggregation approach cannot be justified.
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Response: With regard to “super” source aggregation, please see “Topic 2: Aggregation of
Gathering and Boosting Systems with Processing Facilities” in Volume 9 of the response to
comments to today’s final rule (EPA-HQ-OAR-2009-0923). Today’s final rule does not include
gathering system and boosting stations. Therefore, the commenter’s cost estimate for “super”
source aggregation is not relevant.

EPA disagrees with the commenter’s estimate for metering, which was based on the use of
higher-cost, optional methods. The commenter did not explain why they concluded that the
meters identified by EPA—simple pitot, annubar, or rotometers—are inadequate for complying
with the rule. Although EPA considered various metering options, such as plate orifice meters
and root meters, EPA determined that lower cost options exist to measure emissions, such as port
installation and temporary meters. Therefore, EPA based its cost estimate on port installation
and temporary meters. The preamble to today’s final rule clarifies that although the installation
of permanent meters are an option under the rule, temporary meters are acceptable to measure
emissions from reciprocating and centrifugal compressors. In addition, reporters are not required
to install a meter to determine compressor throughput; see preamble Section I1.F for complete
discussion about the requirements. See preamble Section 111.B for detailed discussion about the
costs associated with temporary meters and port installation.

Regarding acid gas removal units, EPA has revised the monitoring methods and provided several
options to estimate emissions that eliminate the need for new meters at these units. Please
response to EPA-HQ-OAR-2009-0923-1024-26 for further details on the flexible reporting
requirements for these units.

Regarding the 48 percent contribution of reciprocating rod packing emissions from the natural
gas processing segment, please see response to EPA-HQ-OAR-2009-0923-1154-6 for further
details.

Comment Number: EPA-HQ-OAR-2009-0923-1154-7
Organization: Latham & Watkins LLP on behalf of DCP Midstream

Commenter: Matthew C. Brewer

Comment Excerpt Text:

Furthermore, EPA would appear, in large part, to rely on its overestimate of compressor fugitive
emissions to justify the enormous burden that its proposed “super” source aggregation would
place on the “midstream” sector. As explained in Section 1V.C.3 of these comments, the
additional cost to DCP of testing vent packings in upstream compressors located outside of
“major” source facilities would be approximately $70 million. This cost alone is greater than
EPA’s estimate of compliance costs for the entire sector and it cannot be justified in an attempt
to account for what is, at best, an inadequately documented proportion of fugitive emissions, and
that in fact may be less than 6% of total sector emissions.

Response: Please see the response to comment EPA-HQ-OAR-2009-0923-1154-10 for a
response to this comment.
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Comment Number: EPA-HQ-OAR-2009-0923-1156-14
Organization: Laclede Gas Company
Commenter: Steve Donatiello

Comment Excerpt Text:

As has been emphasized throughout our comments, any type of gas leak, whether from rod
packings or any other system component, represents a potential safety issue that gas system
operators view seriously and address promptly. Volumetric leak testing on each of these units is
difficult at best, and in Laclede’s view, is not a good use of already-stretched customer dollars
and labor resources.

Response: EPA disagrees that monitoring is an inappropriate use of resources EPA has required
reporters to monitor emissions from reciprocating compressor rod packing units because these
sources contribute significantly, about 28 percent, to the total reported emissions for the natural
gas and petroleum industry. See the Technical Support Document (TSD) for today’s final rule
found in docket (EPA-HQ-OAR-2009-0923) for complete discussion, including how EPA
identified the major emissions sources and why those emissions are subject to today’s final rule.
Finally, see EPA-HQ-OAR-2009-0923-1010-2 for EPA’s response to comments about its efforts
to reduce the burden and costs of the rule, while still ensuring that the program yields high
quality data and essential information.

Comment Number: EPA-HQ-OAR-2009-0923-1197-12
Organization: NiSource, Inc.
Commenter: Kelly Carmichael

Comment Excerpt Text:

It is difficult to assess the economic burden of collecting and reporting this information. EPA's
estimate for the burden on industry is orders of magnitude too low. For example, the cost of an
infrared camera ranges from $80,000 to $100,000 in today's market (prior to the publishing of
the final version of this rule by EPA). The cost for renting each of these cameras is about $2,500
per week. NiSource assumes that EPA definition of an M & R Station includes industrial
customer meters and regulators, but not commercial and residential meters and regulators. There
is no definition of "connectors™ in the rule, therefore, we are unable to estimate the resources
required for cost estimation and compliance.

Response: EPA disagrees that its cost estimate is orders of magnitude too low. In line with the
commenter, EPA estimated a cost of $100,000 per camera. While EPA generally agrees with the
commenter’s assumption about the cost for an infrared camera, EPA disagrees with the
commenter’s interpretation about the extent of equipment subject to leak detection. See preamble
Section II.F for a complete discussion about the meters. EPA intended to include in the rule.
EPA’s response to comment EPA-HQ-OAR-2009-0923-1016-11 discusses the costs associated
with the meters EPA intended to include in the rule.
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Furthermore, EPA disagrees that there is no definition of “connectors” in the rule; please see the
definition for connector as discussed in subpart A of The Final Mandatory GHG Reporting Rule
(40 CFR part 98).

Comment Number: EPA-HQ-OAR-2009-0923-1206-13
Organization: Gas Processors Association
Commenter: Jeff Applekamp

Comment Excerpt Text:
EPA has significantly underestimated the burden to industry to obtain the information to
calculate the emission estimate for gathering pipelines.

Response: EPA has removed this source from today’s final rule. See Section II.F of the
preamble for further details.

Comment Number: EPA-HQ-OAR-2009-0923-1206-25
Organization: Gas Processors Association
Commenter: Jeff Applekamp

Comment Excerpt Text:
EPA’s estimated cost impact is at least an order of magnitude low.

GPA has evaluated the economic impact of the proposed Subpart W as compared with the results
to the analysis provided by EPA. Our cost analysis is provided in the following Table 1. Gas
Processing Plants and Table 2. Booster Stations with Table 3. a summary of assumptions made.
This analysis indicates that EPA’s cost estimates are one to two orders of magnitude low. For
example, our analysis shows that the average cost of compliance for a gas plant for the initial
year will be about $2.4 million, as compared to EPA’s estimate of $59,000. Similarly, our
analysis demonstrates that the average cost of compliance for a booster station for the initial year
will be about $298,000, versus EPA’s estimate of $12,000 (a basis for a small gas plant since
EPA did not provide a cost breakout for a booster station).

It is clear that EPA has failed to recognize the full impact of requiring reporting at all facilities
and pipelines in the natural gas gathering and processing sector. Our analysis shows that EPA
has significantly understated the cost and burden of Subpart W as they are significantly higher
than EPA projected. GPA requests that EPA re-evaluate the costs associated with this rule, and
should significantly simplify and streamline reporting requirements for the midstream sector.
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Table 1. Gas Processing Plants
COST ESTIMATE - Year 1

EPA's GHG Mandatory Reporting Ruls (Propesed Subpart W)

5/10/2010
UNIT National
DESCRIPTION QTy FRICE Count TOTAL Comments
General
Piant shutdown for meter installation This cost is highly variable and is not included.
Subpart C Combustion NA
Assume comhbustion sources are already required to
report under Subpart C No added costs
92.233(d) Acid Gas Removal Vent Stack 219 75% Gas Flants from EPA inventory have amine treaters
Add meter for outlet flow 1 % 100,000 § 11,800,000 Total installed meter cost
Meter installation hr 45 100 5 87,600 Assume inlet gas is metered
Sample collection and Iogging nr 45 100 5 7,600
Cuarterly gas samples of outlet gas 45 400 5 350,400 Assume inlet gas is sampled
93.233(e) Dehydrators 292 Gas Plants from EFA inventory
Assume gas plants currently model dehys Mo addad costs
Feed gas sampling hr 3% 100 5 87,600
Feed gas extended analysis 1% 1,200 § 350,400
4823300 Blowdown Vent Stacks 202 Gas Plants from EFA inventory
Write procedure and eonduct training hr 25 100 5 2,400
Determine volume between isolation valves hr 24 % 100 H 700,800
Retain logs of blowdown events nr 24 5 100 5 700,800
Cuarterly gas samnles 45 400 5 350,400
98.233() Storage Tanks
Annual tark medeling hr 1% 100 1168 | § 58,400 Assume 4 tanks per plant
Sampling separator oil composition hr 35 100 § 175,200
Separator oil compoesition analysis 18 1,200 584 5 700,800 Sampling costs based on 2 separators per plant
Sales oil AP gravity analysis 1% 100 5 58,400
Install sampling port 1% 5000| 584 |s 2,920,000 Ports required 1o facilitale annual sampling
98.233(n) Flare Stack
Estimate flare volumes, determine representaiive
composition and efficiency hr 10 & 100 292 5 242 000 Assume 1 flare per plant
93.233(0) Centrifugal Compressor \Wet Seal Degassing Vents 77 Compressors from EPAinventory
Install degassing vent flow meter 1 & 100,000 § 77,100,000
98.236(a)17) Install compressor throughput flow meter 1 & 100,000 § 77,100,000 Meters required for vent and compressor flow
Conduct flow measurament and calibration hr 25 100 5 184,200
Quarterly gas samples 45 400 § 1,233,600
Log operating hours of VRU and compressor hr 0.25 § 100 § 19,275
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Table 1. Gas Processing Plants

COST ESTIMATE - Year 1

EPA's GHG Mandatery Reporting Rule (Proposed Subpart W)

610/2010
UNIT MNational
CESCRIFTION QTY. PRICE Count TOTAL
93.233(p) Reclprocating Compressor Rod Packing Venting EYER]
# rylinders per compressor 2
# operating modes requiring measurement 3

Measurement contractor hr 28 250 F 14,343,000
Operator to assist contractor hr 1% 100 § 2,868,600
Quarterly gas samples 45 400 471 § 7,640,600
0o 235{a)18) Inztall compressor throughput flow mater 1 & 100,000 4731 $ 478,100,000
Conduct flow measurement and calibration hr 1% 100 3 478,100

93 233(0) Fugitive Testing Program 202
Prapare accurate PIDs hr 85 100 5 233,600
Run FLIR Camera - 2 weeks/year hr 80 & 120 il 2,603,200
Apply leaker emission factors hr 5% 100 § 145,000
3rd party data storage of FLIR video 1% 100 5 20,200

Data Management
Data management system configuration 1% 10,000 262 § 2,920,000
Data extraction from existing databases hr 24 & 100 202 i 700,200
Acid gas removal vent stack hr 01 % 100 35 5 350
Dehydrators hr D1 % 100 2892 § 2,920
Blowdown vent stacks hr 0.1 % 100 292 ¥ 2,920
Storage tanks hr 01 % 100 584 5 5,840
Flare stacks hr 01 & 100 282 ki 2,920
Centrifugal compressor wet seal degassing hr 01 % 100 771 5 7,710
Reciprocating compressor rod packing hr 025 & 100 | 28686 | % 717,150
Fugitive testing hr 8% 100 202 L 233,600
Reporting and Compliance Management
Training hr 8% 120 202 ] 280,320
Monitoring Plan Development/Revisions hr 24 & 120 202 5 840,960
93234 Data QAMQC hr 16 & 120 292 il 560,640
08235 Missing data requirements hr 4% 100 202 § 116,800
43.235 Reporiing hr 12 % 120 202 5 420,480
93237 Records retention hr 8% 100 202 § 233,600
$ 698,200,000
Alternafive Average costpergasplant § 2,391,096
{based on alternative cost divided by 292 gas plants)

EPA average cost per gas plant ilarge) § 58,966
% difference between EPA and GPA costs 3855%

1065

Comments
Compressors from EPA Inventory

Assumes high flow sampler instead of meter
Taotal installed matar cost

Meter required for compresser throughput

Gas Plants fram EPA inventory
Assume compositions are available
Assume FLIR eguipment is available

Assumz existing system modifications

Assume one flare per plant



Table 2. Booster Stations
COST ESTIMATE - Year 1

EPA's GHE Mandatory Reporting Rule (Proposed Subpart W)
32,233 Compressors nationally from EPA inventory

102010
UNIT MNational
DESCRIPTION QTY. PRICE Count TOTAL
General 12,893
Station shutdown for meter instalation This costis highly variable and is not included.
Subpart C Combusfion
Detemine fuel consumption through company
records (Tier 1 or 2) hr 15 100 12893 |5 1,289,320
Apply default HHY
98.233(d) (Acid Gas Removal Vent Stack 129
Add meter for outlet flow 1 § 100,000 § 12,593,200
Meter installation hr 6§ 100 - 77,358
Sample collection and logging hr 6§ 100 - 77,358
Quarierly gas samples of outlet gas 4 5 400 - 206,291
98.233(e) Dehydrators
Assume most dehys are modeled hr 05 § 100 645 - 32,233
Gather dehy data hr 15 100 3 64 466
Feed gas sampling hr 3% 100 12893 | & 3867960
Feed gas samples and extended analysis 1§ 1,200 -1 15471,840
Feed gas water content 15 25 - 322,330
Dry gas water content 15 25 - 322,330
08.233(i) Blowdown Vent Stacks 12893
Write procedure and conduct training hr 2% 100 g 2578 840
Detemine volume between isolafion valves hr 85 100 - 10,314,560
Retain logs of blowdown events hr g 3 100 5 10.314.560
Sample collection and logging hr 3% 100 51573 | & 15471,840
Quarterly gas samples 4% 400 § 20629120
98 233() Sforage Tanks
Tank modeling hr 15 100 18340 |8 1,933,380
Sampling separator of composition hr 3% 100 128083 |8 3867960
Separator oil composition analysis 1§ 1200 & 23207780
Sales oil AP| gravity analysis 15 100 3 1,833,880
Instal sampling port 1§ 5000 & 54466000
98.233(n) Flare Stack
Estimate flare velumes, determine representative
composition and efficizncy hr 10 § 100 1289 |8 1,289,320
98.233(0) Cenfrifugal Compressor Wet Seal Degassing Vents 0
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Comments

Assume 2.5 compressors per booster station
Compressor count is from EPA inventory

One meter per booster station

Assume compressors are not currently reporting
Subpart C

Assume no new sampling is required

Assume 1% of booster stations have AGR

Total installed meter cost

Assume nlet gas is metered

Includes ravel time

Assume nlet gas is sampled

Assume | dehy per booster
Assume 5% dehys not modeled

Includes ravel time

Includes ravel time for quarterly sampling

Assume 2 tanks per station, 75% require modelin
Assume 1 separator per booster stafion
Sampling includes travel

Ports required to facilitate annual sampling

10% of siations have a flare

Assume no centrifugal compressors



Table 2. Booster Stations
COSTESTIMATE - Year 1

EPA’s GHG Mandatory Reporing Rule (Propesed Subpart W)

32,233 Compressors nationally from EFA inventory

6M10/2010
LMIT Mational
DESCRIFTION aTY. PRICE Zount TOTAL
98.233(p) Reciprocating Compressor Rod Packing Venting 32233
# cylinders per compressor 2
# operating modes requirng measurement 3
Measurement contractor hr 4§ 250 3 193,398,000
COperator to assist confracior hr 36 100 3 58,013 400
Quarterly gas samples 4§ 400 5 51572800
98.236(a)(13) Install compressor througnput now meter 1 % 100,000 § 3,223,300,000
Conduct flow measurement and callbration nr 1% 100 H 3,223,300
92.233(q) Fugitive Testing Program 12,893
Prepare accurate PIDs hr 2% 100 ] 2578 640
Contract fugitive emission measurement 1% 3500 § 45 126,200
Apply leaker factors hr 285 100 $ 2578 840
98.233(r) Gathering Pipeline Fugitive 12,893
Determing gathering line length hr 1% 100 H 1,283,320
Data Managemant
Data management system configuration 16 2000) 12893 [§ 25785400
Cata extraction from existing databases hr 4 8 100 12893 (5 30,543 830
Comhbustion hr 01 % 100 12233 (s 322330
Acid gas removal vent stack hr 01 % 100 129 5 1,280
Dehydrators hr 01 % 100 B45 g 6,447
Blowdown vent stacke hr 01 % 100 128203 | % 138,032
Storage fanks hr 01 % 100 19340 | % 103,308
Flare stacks hr 01 & 100 1289 g 12,892
Reciprocating compressor rod packing hr 028 & 100 ) 32233 | § 805,825
Fugtive t2aiing hr 4 5 100 122983 |§ 5,157,280
Gathering pipelinegs hr 01 & 100 12883 |§ 128,932
Reporing and Compiance Management
Training hr g8 120 1,289 3 1,237,747
mMonitoring Plan DevelopmentRevisions nr 24 & 120 1,289 3 3,713,242
93.234 Data QAQC hr 16 % 120 1,289 [ % 2475494
98.238 Missing data requirements hr 4% 100 1,289 |5 815,728
98.238 Reponing hr 12§ 120 289 | % 1,855,621
93.237 Records retendion hr 8% 100 1,282 ([ % 1,031,456
53,846 000.000
Alternative Average costper gas plani § 2098297
(hased on alterrative cost divided by 12 893 hooster stations)
EPA average cost per gas plant (small) £ 12,010
% diffierence between EPA and GPA costs 2382%
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Comments
EFA nafional invertory gathering compress:

Assumes high flow sampler instead of mete
Labor includes travel time
Total Instaled meter cost

Requires fiow througn each compressor

Assume compositions are available
Cost is per facility

Assume compositions are available
Challenge in associating pipe with plant

Assume existing system modfications

Group 10 booster siations



Table 3. EPA's GHG Mandatory Reporting Rule (Proposed Subpart W)
Gas Processing Plant and Booster Station Cost Assumptions

Table 1. Gas Processing Plants

Ganeral
Costs associated with shutting down 5 gas plant to install meters are highly variable
These costs are not included in the alternative estimata. but would be substantial
Spreadsheet estimates YVear 1 costs

Combustion
All engines at gas plants already report under Subpart ©. Mo additional costs

Acid Gas Vents

Qutlet gas requires meter and sampling (assume inlet gas is already metered and sampled)

T5% of gas processing plants have an AGA unit

EPA's cost astimate of 51400 for a flow mater is an order of magnituds too low

GPA estimates the total installed cost for a flow meter is $100,000

Costs for quarerly gas analysizs are included for Subpart VW eompliance
Costs include gas analysis, quality check, labor, and disposal fee

This includes a meter that can meset the reguined accuracy requirements of the rule,
and costs to nstall piping lengths required for flow measurement

Costs also account for properties of the gas and tying the meter into the company’s
data collection system

Dehydrators
All dehydrators at gas plants are cumrently modeled
Feed gas and dry gas water contently are current sampled
Costs for feed gas extended analysis are included for Subpart VW compliance
Costs include gas analysis, quality check, labor, and dispozal fee

Blowdown vent stacks
Includes training to ensure consistent determmnation of eguipment volumes

Storage Tanks
Annual eosts for tank modeling are based on 4 tanks per plant and ane hour to model each tank
Sampling costs are based on 2 saparators per plant
Costs for a pressurized hydrocarbon sample, run lab extended analysis and lab report can range
from 31,000 to 33.000. An average value of 31,200 is applied for the separator analyses
Costs include 55000 per separator to install sampling ports to facilitate annual pressurized samples

Flares
Azsume one flare per gas plant
Labor ncludes time to determine flare gas rate, representative gas sample, and flare efficiency

Cenfrifugal compressor wet seal degassing

88.238(a){17) requires reporting compressor throughput

EPA's estimate of meter cost is an order of magnitude too low

GPA estimates the total installed cost for an automated fiow meter is $100,000

This includes a meter that can meet the required accuracy reguirements of the rule,
and costs to install piping lengths required for flow measurement

Costs for quarterly gas analysis are included for Subpart W compliance
Costs include gas analysis, quality check, labor, and disposal fee
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Table 3. EPA’s GHG Mandatory Reporting Rule (Proposed Subpart W)
Gas Processing Plant and Booster Station Cost Assumptions

Reciprocating compressor rod packing
98.2368(a){ 18) requires reporting compressor throughput
EFPA's estimate of meter cost is an order of magnitude too low
GPA estimates the total installed cost for an automated flow meter is 100,000
This includes a meter that can meet the reguired accuracy reguirements of the rule,
and costs to install piping lengths required for fiow measuremeant
Cost estimate for rod packing assumes vent is measured using bagging or high flow

Fugitives
Costs assume a confractor is hired to conduct measurements. Mo purchasze of FLIR equipment.
Costs include third party data storage of FLIR Video
Costs do not include repairing leaks that are found

Data Management
Assume data management system exists, requires modifications for Subpart W reporting

Table 2. Booster Stations

General
Mumber of Booster Stations based on EPA count of gathering compressors
and 2.5 compressors per station
Costs associated with shutting down a booster station to install meters are highly variable
These costs are not included in the alternative estimate. but could be substantial
Spreadsheet estimates YVear 1 costs

Combustion
Azzurme gathering compressors do not exceed Subpart C threshold
These compressors are pulled in due to Subpart W
Assume one meter per booster station
Assume Tier 1 or 2 methods apply and fus! samgling is not reguired (defaults apply)

Acid Gas Venis
1% of booster stations have acid gas treatment
Outlet gas requires metering and sampling
See commenis above about meter costs
Sampling and meter installation labor include travel to and from booster station

Dehydrators
Only days < 3mmscffday require modeling for booster stations
Assurme 1 dehy per booster station and 5% not madeled
Feed gas extended analysis. feed gas water content and dry gas water content require sampling
See comments above about gas sampling
Sampling labor ncludes travel to and from the booster station

Blowdown vent stacks
Includes fraining to ensure consistent determination of equipment volumes
See comments above about gas sampling
Sampling labor includes travel to and from the booster station
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Table 3. EPA’s GHG Mandatory Reporting Rule (Proposed Subpart W)

Gas Processing Plant and Booster Station Cost Assumptions

Storage Tanks
Costs for tank modeling are based on 2 tanks per booster station and one hour to mode! each tank
Sampling costs are basaed on 1 separators per booster station
Costs for a pressurized hydrocarbon sample, run lab extended analysis and lab report can range
from 51,000 to $3,000. An average value of 51,200 is applied for the separator analyses
Costs include 35000 per separator to install sampling ports to facilitate annual pressurized samples.

Flares
10% of booster stations have flare
Labor includes time to determine flare gas rate, representative gas sample, and flare efficiency

Centrifugal compressor wet seal degassing
Mo centrifugal compressors used for gathering

Reciprocating compressor rod packing
See comments above about meter requirements and costs
Labor includes travel io and from the booster station

Fugitive
Costs aszume a contractor is hired to conduct measurements. Mo purchase of FLIR equipment.
Contractor costs include calibration gas. travel time and per diem, camera fee and
data storage.
Gathering pipelines have to be "assigned” to gas plant for reporting
Costs do not include repairing leaks that are found

Gathenng pipeline fugitive emissions
Rule requires associating gathering pipeline with gas planis. This is challenging.
98.233(R)2) implies that fugtive component emisson factors are applied to gathering pipelines
Costs associated with determining component counts for equipment associated with
gathering pipelines are not included.

Reporting and Comgpliance Management
Costs based on grouping of 10 booster stations per actvity

Response: EPA disagrees that the April 2010 proposed rule’s total national cost estimates are
one to two orders of magnitude low for gas processing facilities; see below for more details.
EPA has decided not to include gathering lines and boosting stations as an emissions source in
today’s final rule at this time, see Section I1.F of the preamble for further details. As the
gathering and boosting costs estimated by this commenter account for $3.8 billion, or
approximately 85 percent of their total national cost, this clarification explains the majority of
the cost disparity between EPA’s and the commenter’s cost models.

For natural gas processing, this commenter estimates a first year total national cost of $699
million compared with EPA’s total national cost estimate for today’s final rule of $7.8 million.
EPA has reviewed the assumptions embedded within this commenter’s cost model, and this
commenter made several assumptions that were not consistent with the proposed rule’s intent.
One was the assumption that EPA required the installation of permanent flow meters for
centrifugal and reciprocating compressors vents and compressors throughput, at a cost of
$100,000 per meter. This amounts to a total of $632 million. However, as discussed in Section
111.B.2 of the preamble to today’s final rule, EPA does not require permanent meters for vents,
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and allows for installation of a port for using a temporary insertion flow meter for an annual
estimate of a one-time measurement of vented emissions from specified compressor vent
emissions. In addition, EPA is allowing in today’s final rule the use of an acoustic detection
device (non-invasive) for detecting and quantifying through valve leakage for some of the
compressor emissions: closed blowdown vent valve leakage and closed compressor unit isolation
valve leakage through a depressurized compressor. EPA did not intend for reporters to install a
meter to determine compressor throughput. EPA has clarified this in today’s final rule and allows
reporters to use engineering estimation to determine compressor throughput; see Section Il.F of
the preamble for further details. EPA requires the compressor throughput for analysis of the
activity data and the resultant GHG emissions reports, as combustion CO, will be proportional to
compressor throughput. Finally, the commenter assumed that the rule would cover all
compressors in natural gas processing, or about 5,552 compressors, which exceeds EPA’s
estimated coverage of about 3,796 compressors at the 25,000 metric ton CO-e reporting
threshold. See Greenhouse Gas Emissions from the Petroleum and Natural Gas Industry:
Background TSD (EPA-HQ-OAR-2009-0923) for EPA’s detailed threshold analysis. These
factors explain the large disparity between the EPA and the commenter’s compliance cost, and
account for a difference in national cost of $627 million.

The commenter has also assumed for the natural gas processing segment the installation of
permanent flow meters to measure the acid gas removal vent stacks at a cost of $100,000 per
meter for a total national cost of $21.9 million. Please see preamble I11.B.2 for EPA’s response.

The commenter also assumed that in natural gas processing, quarterly gas sampling was required
for each compressor, dehydrator, and AGR unit for a total national cost of $9.8 million. As
explained in the Section I1.F preamble of today’s final rule, EPA modified the requirements by
replacing quarterly sampling of gas composition with the option of best available sample
analysis for compressors and dehydrator vents. AGR units require quarterly sampling, if CEMS
is not available or is not installed, or if a continuous gas analyzer is available or not installed.
This accounts for a difference in national cost of $7.3 million.

The commenter has assumed that to model emissions from storage tanks in the natural gas
processing segment, there would be costs associated with computer modeling, sampling and
analysis, and the installation of sampling ports for a total national cost of $3.9 million. EPA has
determined that natural gas processing facility storage tanks are not a significant emission
source. EPA has determined that most gas condensate coming into a processing facility will have
passed through a field or gathering atmospheric pressure storage tank and have been stabilized
(i.e. water has been removed and flash vapors have been released from the gas condensate).
Hence, the emissions from processing storage tanks are expected to be minimal. . Therefore, in
the today’s final rule, EPA has provided a clarification by excluding the requirement for
monitoring natural gas processing storage tanks.

The commenter has assumed for natural gas processing data management system and reporting
and compliance management a total national cost of $7.0 million. Although the commenter did
not provide any information about the software represented in its analysis (except for cost), EPA
disagrees with the commenter’s cost estimate as even the largest of reporters under this final
action will be able to use or adapt from their data management and reporting obligations under
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subpart C the standard spreadsheets or databases to collect the emissions data and perform
calculations at a facility level. EPA accounted for data management costs by factoring in
estimates of labor to set up spreadsheets and other archiving and recordkeeping activities, as well
as equipment costs like file cabinets and external hard drives; see the EIA for a complete
discussion. EPA estimated the costs for data management and reporting under subpart W alone
to be $1.5 million in today’s final rule. This accounts for a difference in national cost of $5.5
million.

Comment Number: EPA-HQ-OAR-2009-0923-1206-48
Organization: Gas Processors Association
Commenter: Jeff Applekamp

Comment Excerpt Text:

Third, EPA has greatly underestimated the cost and effort to conduct the direct measurement
prescribed for these sources. Any one company will have hundreds or thousand of compressors
in operation, each one with multiple compressor rod packings. Additional complexity and cost
are presented in the many cases when a single compressor is used for multiple services, for
example inlet compression, residue compression and refrigeration compression.

Response: EPA disagrees that the proposed rule underestimated costs. This commenter
assumed that the rule would cover all compressors in natural gas processing, or about 5,552
compressors (see EPA-HQ-OAR-2009-0923-1206-25 for commenter’s detailed analysis). The
commenter’s estimate exceeds EPA’s estimated coverage of about 3,796 compressors; please see
EPA’s response to comment number EPA-HQ-OAR-2009-0923-1206-25.

Comment Number: EPA-HQ-OAR-2009-0923-1206-50
Organization: Gas Processors Association
Commenter: Jeff Applekamp

Comment Excerpt Text:

On a related issue, Section 98.236(c)(18) requires reporting the gas throughput for each
compressor. The metering required for this reporting is not typically in place today and would
require installation of meters on each compressor at a cost of about $100,000 per meter. If a
company has 1000 compressors, the capital cost to collect this one piece of operational data is
$100 million for data this is not even necessary for calculating emissions from a compressor rod
packing.

Response: EPA disagrees with this comment, as the rule does not require the installation of
$100,000 permanent flow meters; see EPA’s response to EPA-HQ-OAR-2009-0923-1206-25.

Comment Number: EPA-HQ-OAR-2009-0923-1299-18

Organization: Northeast Gas Association
Commenter: Thomas M. Kiley
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Comment Excerpt Text:

This proposed rule will however add major costs against uncertain gains, given the uncertainty of
the methodology applied. Estimated compliance costs for natural gas utilities within these
regulatory parameters are high and raise serious concerns. The ability of a utility company to
recover these costs in a rate case is uncertain, particularly in a time of difficult economic
circumstances for most homeowners, businesses and average ratepayers. We would urge EPA to
consider the issue of compliance costs very carefully.

Response: EPA disagrees that the proposed rule’s compliance costs were underestimated. For
EPA’s response to comments that it underestimated costs for the distribution segment, see
comment EPA-HQ-OAR-2009-0923-1152-4. EPA has determined that the burden to LDCs is
minimal and did not incorporate any assumptions in the analysis about passing costs on to
consumers in the form of higher rates. However, even if reporters pass on the cost to their
customers the effect on product prices will be insignificant. Please see EPA-HQ-OAR-2009—
0923-1303-2, for EPA’s response to the comment regarding compliance costs and the passing on
of these costs to consumers.

EPA has thoroughly reviewed and updated its cost estimates to reflect changes in today’s final
rule (e.g. incorporating the capital cost to purchase a laser emissions detector versus an optical
imaging device). See Section Il.E and Il. F of the preamble for major changes to the rule and
Section 111 of the preamble for a summary of this analysis and the Economic Impact Analysis for
a detailed discussion on costs.

Comment Number: EPA-HQ-OAR-2009-0923-1306-11
Organization: DTE Energy
Commenter: Gregory L. Ryan

Comment Excerpt Text:

The costs to implement Subpart W for LDCs have been grossly underestimated by EPA and are
not indicative of a reasonable cost to measure the small amount of GHGs emitted from natural
gas LDCs.

EPA has estimated that the total industry-wide annual cost of complying with Subpart W for
natural gas distribution will be $1.6 million in the first year and $1 million per year thereafter.'?!
EPA estimates that 143 LDCs will be subject to Subpart W using a facility threshold of 25,000
tons per year CO2e.'? Accordingly, EPA is estimating a per company cost of $11,188 in the first
year and about $7,000 per year per LDC thereafter. These costs are grossly underestimated for
the anticipated level of work that would be required to be performed on the MichCon distribution
system for DTE Energy to comply with Subpart W.

121 75 Fed. Reg. at 18625, Tables W-5 and W-6.

122 EPA, Economic Impact Analysis for the Mandatory Reporting of Greenhouse Gas Emissions Under Subpart W
Supplemental Rule (GHG Reporting), Final Report (Dec. 8, 2009) (Economic Analysis) at page 4-5.
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DTE Energy (MichCon) owns and operates 467 city gates/custody transfer stations,
approximately 600 above grade district regulators, and approximately 1,700 below grade district
regulators. DTE Energy also employs a significant number of “farm taps” and industrial meter
and regulator (M&R) stations which serve to lower the natural gas pressure to the level required
to provide gas to the end user. As currently written, DTE Energy believes that the proposed rule
would require all 467 city gates/custody transfer stations, 600 above grade district regulators, all
farm taps, and potentially all the industrial M&R stations to perform leak detection by optical
imaging equipment. These metering and regulating stations are located throughout the state of
Michigan, including the Upper Peninsula.

Assuming that DTE Energy utilizes its own internal resources for conducting the required
monitoring of the MichCon LDC, we anticipate the first year costs to exceed $100,000 alone for
purchase of optical imaging equipment and training of personnel on the equipment. Furthermore,
we estimate that we will need at least two full time equivalent (FTE) employees to conduct the
required annual leak detection monitoring for the MichCon distribution system. This estimated
level of effort includes the time to conduct leak tests at more than 1,000 locations, driving time,
and data management activities required to inventory, record, and update leak records from
thousands of components. The level of effort to comply with the rule for LDCs has been grossly
underestimated by EPA and is not appropriate for measuring GHG emissions that account for
less than 1% of total U.S. GHG emissions.

Response: EPA disagrees that the proposed rule’s costs were grossly underestimated. First, the
requirements do not apply to customer meters (industrial, commercial, and residential meters) or
to farm taps. See preamble Section II.F for a complete discussion about the meters EPA
intended to include in the rule. EPA’s response to comment EPA-HQ-OAR-2009-0923-1016-11
discusses the costs associated with the meters EPA intended to include in the rule.

Similar to the commenter’s analysis, EPA assumed reporters would need to visit M&R stations,
but unlike the commenter, did not estimate costs for visits to customer meters because they are
not subject to the rule. Please see EPA-HQ-OAR-2009-0923-1016-11 for further details on
EPA’s assumptions about component count requirements and discussion about sources covered
under the rule.

EPA is unable to evaluate the commenter’s estimate of $100,000 for optical leak detection
equipment and training because insufficient documentation was provided to explain how this
figure was calculated. For example, the commenter did not specify their assumptions about the
number of cameras required to monitor their sources, the cost of a camera, nor the duration and
cost of training assumed. Also, EPA has annualized all costs over the life of the equipment (5
years in the case of an optical camera) and at a discount rate of 7 percent per annum. Finally,
EPA has revised today’s final rule to allow alternative options for leak detection. See preamble
Section II.F for details about the alternative leak detection options, such as the use of Method 21
to conduct leak detection surveys. This new option may potentially offer a less costly alternative
for the commenter. See EPA’s response to EPA-HQ-OAR-2009-0923-1020-6 for details about
EPA’s assumptions for the costs associated with optical leak detection equipment.
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Furthermore, the commenter did not explain why at least two full time equivalent employees
would be required to comply with the rule. See EPA-HQ-OAR-2009-0923-1016-11 for EPA’s
response to concerns about the costs for leak detection; see preamble Section I1.F for details
about permitted alternative leak detection options.

Comment Number: EPA-HQ-OAR-2009-0923-1306-5
Organization: DTE Energy
Commenter: Gregory L. Ryan

Comment Excerpt Text:
Local Distribution Companies (LDCs) Should Not be Required to Report Under the Mandatory
Greenhouse Gas Reporting Rule

According to EPA’s Inventory of U.S. Greenhouse Gas Emissions and Sinks: 1990-2008,
emissions of methane (CH,) and non-combustion CO, from natural gas distribution systems
account for less than 1% of U.S. total COe emissions. The level of effort to measure natural gas
local distribution company (LDC) emissions that is proposed in the rule is not commensurate
with the magnitude of the expected emissions from natural gas LDCs. This level of effort
translates into significant added resource costs for monitoring equipment (e.g. leak detection
instrumentation), data-base management, training, and the cost of technicians to visit, inspect,
log, and report fugitive emissions from components on a natural gas distribution system.

Response: As described in EPA’s response to EPA-HQ-OAR-2009-0923-0837-9, EPA
disagrees that it underestimated the compliance costs. Regarding the commenter’s concerns
about how the level of effort to monitor emissions compares to the value of the data, see EPA’s
response to EPA-HQ-OAR-2009-0923-1014-5.

Comment Number: EPA-HQ-OAR-2009-0923-1306-7
Organization: DTE Energy
Commenter: Gregory L. Ryan

Comment Excerpt Text:

The costs to implement Subpart W for LDCs have been grossly underestimated by EPA and are
not indicative of a reasonable cost to measure the small amount of GHGs emitted from natural
gas LDCs The proposed rule requires significant additional effort to log and report leaks beyond
current requirements for detecting and fixing leaks on distribution systems, and does not
recognize that existing programs already minimize fugitive emissions from LDCs

Response: As described in the response to comment EPA-HQ-OAR-2009-0923-1152-4 above,
EPA disagrees that the proposed rule’s compliance costs were underestimated. For response to
the commenter’s concerns about how current leak detection practices relate to today’s final rule,
see comment EPA-HQ-OAR-2009-0923-1156-14.

104 ECONOMIC IMPACTS
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Comment Number: EPA-HQ-OAR-2009-0923-1151-15
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:
Executive Order 12866

Finally, EPA neglected to include the full economic impacts of proposed Subpart W in the
analysis required by EO 12866. EO 12866 directs EPA to submit to OMB new significant
regulations under consideration by the Agency.'?® EPA states that it submitted proposed Subpart
W to OMB for review under Executive Order 12866. However, the Agency failed to include
anything close to the full costs of the rule in the Economic Impact Analysis and there is no
indication that EPA included these costs in its submission to OMB. Without this key
information, OMB could not fully review the impacts of the proposed rulemaking.

Response: EPA disagrees with this comment. As stated in the preamble Section IV and in the
Economic Impact Analysis, EPA determined that this rulemaking is a “significant regulatory
action” pursuant to Executive Order 12866 because it raises novel legal or policy issues arising
out of legal mandates, the President’s priorities, or the principles set forth in EO 12866.
Accordingly, EPA submitted the Economic Impact Analysis to the Office of Management and
Budget (OMB) for review under Executive Order 12866 as part of the proposed and final
rulemakings, thereby meeting all the requirements of this Executive Order.

EPA relied on best available data and methods to estimate the costs and economic impacts of the
rulemaking and documented the analysis and results in the Economic Impact Analysis, thereby
facilitating a complete OMB review. As discussed in the preamble Section 111, EPA collected
and evaluated cost data from multiple sources, thoroughly reviewed the input received through
public comments, and weighed the analysis prepared for the proposal against this input. In
finalizing the rule, EPA has determined that the Economic Impact Analysis provides a
reasonable characterization of costs and that the documentation provides adequate explanation of
how the costs were estimated.

For detailed responses to the cost and economic comments from this commenter, see EPA-HQ—
OAR-2009-0923-1151-89 through EPA-HQ-OAR-2009-0923-1151-107 for further details.
EPA-HQ-OAR-2009-0923-1151-107 identifies source categories discussed in each comment.

Comment Number: EPA-HQ-OAR-2009-0923-1196-7
Organization: Independent Petroleum Association of New Mexico
Commenter: Karin V. Foster

Comment Excerpt Text:

If the required sources to report are aggregated by basin, the increased number of facilities
requiring travel to remote areas has not been taken into consideration. The EPA’s cost
estimations also assume that staff exists on-site to assist with GHG reporting implementation: the

123 Executive Order 12866 Section 6(a).
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opposite is true. Many operators will be forced to hire additional temporary staff or utilize
consultants to review and compile data from various divisions in order to determine if a company
is in compliance with the proposed rule. Discussions with state regulators on this very point has
demonstrated that a new cottage industry of greenhouse emissions auditors will need to be found
and adequately trained to assist the hundreds of small businesses in need of reporting data. In the
preamble to this rule, EPA notes that it completely changed the required methodologies and now
requires more reporting from smaller sources that have limited or no emissions data. Direct
measurement is required for transmission tanks, wet seal degassing, reciprocating rod packing
venting, flare stacks. Requiring direct measurement of transmission tanks, wet seal degassing
and reciprocating rod packing venting will require field personnel to visit each site to determine
which sources must be reported, and to measure each of those sources. The direct measurement
of the small sources is costly, time consuming and will require significant use of consulting
sources to achieve compliance with the proposed rule.

Response: EPA disagrees that operators will need to hire additional temporary staff or use
consultants to determine whether or not they have to comply with Subpart W; EPA also
disagrees with the commenter’s assumptions about travel costs. Please see EPA’s response to
EPA-HQ-OAR-2009-1060-1 and EPA-HQ-OAR-2009-0923-1151-89 for the complete response.
Furthermore, EPA determined that screening tools would facilitate reporting determinations and
plans to make such tools available. Accordingly, EPA has updated the Economic Impact
Analysis to better account for reporting determinations and expected use of screening tools; see
EPA’s complete response in Section I11.B.2 of the preamble to today’s final rule.

This commenter also expressed concerns about the impact of the rule on small businesses. See
EPA-HQ-OAR-2009-0923-1005-7 for EPA’s response, which includes a discussion about the
analysis supporting EPA’s conclusion that the rule will not have a significant economic impact
on a substantial number of small entities.

EPA agrees with the comment that the direct measurement of emissions from compressors and
storage tanks in the onshore production sector is overly burdensome for the emissions covered.
Please refer to Section Il.E of the preamble (EPA-HQ-OAR-2009-0923) for changes EPA has
made to the Rule with respect to storage tanks and reciprocating compressors.

However, EPA determined the direct measurement of emissions from condensate storage tanks,
compressors, and flare stacks in natural gas transmission sector is necessary in order to obtain
data of sufficient quality to inform policy. Please see the response to comment EMAIL-0002-9
(comment also located in rulemaking memo “Early Comment Submissions” in docket EPA-HQ—
OAR-2009-0923) for complete discussion about why EPA selected direct measurement for these
sources.

Comment Number: EPA-HQ-OAR-2009-0923-1303-2
Organization: Texas Department of Agriculture
Commenter: Todd Staples

Comment Excerpt Text:
Placing additional regulatory and reporting burdens on this industry will certainly increase the
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cost of both agricultural production and consumer consumption of food and fiber.

Inelasticity and susceptibility to price volatility are defining characteristics of the agricultural
marketplace. As the industries providing the basic inputs agriculture relies on (fertilizers,
chemicals and fuels in this case), see increased costs due to the burden of greenhouse gas
emission reporting, so will agriculture producers, and therefore all American consumers.
According to the USDA, 13 percent of agricultural producers' costs of production result from
these input costs. Unlike many other industries, however, agriculture has few options in curbing
its demand for these inputs and only one option for passing along cost increases to third parties-
to reduce supply.

Likewise, consumers are unable to curb demand for our basic life necessities-food and fiber. The
resulting impact of this economic squeeze will likely be reduced food and fiber supply and
increased consumer prices.

Response: EPA does not agree with the comment. EPA would like to reiterate that today’s final
rule collects information related to GHG emissions from the petroleum and natural gas industry
to inform future policy; the rule does not regulate GHG emissions. See EPA-HQ-OAR-2009—
0923-1010-2 for EPA’s response to comments about its efforts to reduce the burden and costs of
the rule, while still ensuring that the program yields high quality data and essential information.

Also, EPA disagrees with the commenter’s conclusion that today’s final rule will increase the
price of fuels. Although the commenter did not provide documentation or information to
substantiate the conclusions, EPA has nonetheless conducted an analysis to consider the potential
impact of price increases. EPA determined that even if reporters were to pass all costs associated
with today’s final rule to consumers in the form of higher petroleum and natural gas prices, the
marginal price change would be minimal. In sum, EPA estimates that this price increase would
be less than one cent per barrel of oil or thousand cubic feet of gas, which is about 0.1 percent of
2006 oil and gas prices. (Please refer to the “Subpart W Greater Economic Impact” docket memo
EPA-HQ-OAR-2009-0923). EPA considers that such a small burden is justified to collect
necessary information that will help formulate cost-effective policies in the future. This analysis
remains consistent with EPA’s conclusion that the potential benefits of more comprehensive
information about GHG emissions outweigh the costs of today’s final rule.

10.5 [IMPACTS FOR SMALL ENTITIES
Comment Number: EPA-HQ-OAR-2009-0923-0053-1

Organization: Cardinal Engineering, Inc.
Commenter: Kristine D. Baranski
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Comment Excerpt Text:

The commenter is concerned about the expense of reporting for production. Basin level reporting
would likely require reporting from small or marginal wells that might otherwise fall below a
field or well level threshold. There are numerous marginal wells in existence, and this will have a
large economic consequence to the profitability of each well. The environmental cost is additive
to the well development cost, which may result in plugged and abandoned wells.

Response: EPA recognizes the commenter’s concerns about costs associated with today’s final
rule and has made every effort to reduce the burden and costs of the rule, while still ensuring that
the program yields high quality data and essential information. As discussed in Section Il of the
preamble, today’s final rule includes alternative data collection methodologies to target major
emitting equipment sources. While today’s final rule will require reporting from some marginal
wells, EPA has determined that the associated burden will be minimal. First, today’s final rule
requires reporters to inventory only major equipment to estimate emissions, not every well nor
all equipment at a well. Please see response to EPA-HQ-OAR-2009-0923-1151-5 for discussion
about changes EPA made to today’s final rule to reduce burden for onshore production, such as
requiring operators to count their major equipment instead of each individual component.
Reporters will not need inventory most marginal wells because these wells typically do not have
major equipment due to the small volumes of production. In other cases, multiple marginal wells
will be connected to the same equipment; an operator would count the equipment but would not
need to do an inventory at the attached marginal wells. Second, today’s final rule has several
equipment thresholds that in most cases result in insignificant burden on marginal wells; EPA
expects most marginal wells to fall below the equipment threshold, thereby allowing the reporter
to use an emissions factor based approach. See also EPA-HQ-OAR-2009-0923-1005-7, which
summarizes EPA’s analysis of today’s final rule’s economic impact on small entities and the
basis for EPA’s conclusion that today’s final rule does not target marginal operators who own
few wells and have small volumes of production.

While EPA notes that basin-level reporting may require reporting from some marginal wells,
EPA has concluded that basin-level reporting will more directly and completely meet EPA’s
objective to collect accurate and comprehensive data on emissions across the petroleum and
natural gas sector to better inform future public policy. In particular, EPA analyzed emissions
coverage at different thresholds for the field- and basin-level options and found that basin-level
reporting is the more cost-effective option. See the Chapter 5 of the Economic Impact Analysis
for discussion of the analysis and results (EPA-HQ-OAR-2009-0923).

EPA agrees that the compliance costs—i.e., the “environmental cost” noted by the commenter—
will be additive to well development cost. EPA has therefore selected the most cost effective
reporting threshold and facility definition. Please see Section I1.C of the preamble to the April
2010 proposal (EPA-HQ-OAR-2009-0923) for more details on the rationale for choosing basin-
level reporting over field- and well-level reporting.

Comment Number: EPA-HQ-OAR-2009-0923-1005-7
Organization: Independent Petroleum Association of America
Commenter: Lee Fuller

Comment Excerpt Text:
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Small Business Implications

EPA cavalierly asserts that this proposal “...will not have a significant economic impact on a
substantial number of small entities.” But, can this be true? Comparing numbers of wells that
must report against the number of wells operated by small businesses shows a different result.

In creating its basin-level reporting approach, EPA indicates that it will capture 81 percent of the
onshore petroleum and natural gas production GHG emissions. It also states — in rejecting the
logical well pad facility definition — that individual well pad emissions were low. Consequently,
we must conclude that EPA’s definition must capture something close to 80 percent of the
operating wells.

In 2008, there were 960,303 operating wells in the U.S. (525,287 oil wells and 435,016 natural
gas wells, with about 7,000 of these in the federal offshore). The Energy Information
Administration reports that 85 percent of these oil wells and 73.3 percent of these natural gas
wells are marginal wells. Assuming a proportional distribution across wells, the following results
would be produced:

Wells Reported Under Rule Marginal Wells Reported Under Rule

Oil Wells 417,300 354,815
Natural Gas Wells 345,213 253,041
Total 762,513 607,856

Clearly, there will be a pervasive burden borne by America’s marginal well producers. EPA is

well aware that the companies operating marginal wells are dominated by small businesses. To
suggest that the proposed rule will not have a significant impact on small businesses is simply

incorrect.

Response: EPA analyzed the economic impact of today’s final rule on small entities in
accordance with the Regulatory Flexibility Act and the Small Business Regulatory Enforcement
and Fairness Act. This analysis revealed that the average ratio of annualized reporting program
costs to receipts of establishments owned by model small enterprises was less than 1 percent for
industries presumed likely to have small businesses covered by the reporting program, except for
entities in onshore production with 1-20 employees, for which the ratio was between 1 and 2
percent. Although a majority of the enterprises in the petroleum and natural gas industry fall in
the 1-20 employee range, most of the production, and therefore emissions, comes from large
corporations. In fact, the top 20 large corporations in the U.S. account for 85 percent of the total
oil and 77 percent of the total gas produced in the country. Small enterprises have very small
operations (such as a single family owning a few production wells) that are highly unlikely to
cross the 25,000 metric tons CO.e reporting threshold.

In addition, EPA disagrees with the commenter’s analysis of the number of wells subject to
reporting; the percentage of GHG emissions covered under the rule does not equal the percentage
of wells subject to reporting. Please see EPA’s response to EPA-HQ-OAR-2009-0923-1151-89
for a discussion regarding the number of affected wells and the associated costs.
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Furthermore, the operation of marginal wells is not limited to marginal operators; large operators
own marginal wells. EPA’s threshold analysis shows that today’s final rule does not target
marginal operators who own few wells and have small volumes of production. Using the HPDI
database, EPA estimated that of the 19,876 marginal operators in the United States, only 2
percent (or 349 marginal operators) would meet the reporting threshold. (Marginal operators are
facilities with an average petroleum production below 10 barrels per day per well and an average
natural gas production below 75 thousand cubic feet per day per well.) Most marginal reporters
do not typically operate equipment that exceeds the equipment thresholds for separators and
dehydrators. In addition, any compressors at the marginal wellhead will use population
emissions factors. Therefore, marginal operators that meet the reporting threshold would likely
be able to report emissions primarily using population factors. See EPA-HQ-OAR-2009-0923—
0053-1 for further discussion about final rule revisions that minimize burden associated with
reporting from marginal wells.

Based on this analysis, EPA concluded that this action will not have a significant economic
impact on a substantial number of small entities. The summary of the factual basis for the
certification is provided in Section 1V of the preamble for the rule. Complete documentation of
the analysis can be found in the final Economic Impact Analysis (EIA), Section 5.2 (EPA-HQ—
OAR-2009-0923). For further response to comments on owners of marginal wells, please see
EPA-HQ-OAR-2009-0923-0053-1.

Finally, EPA determined that screening tools would facilitate reporting determinations and plans
to make such tools available. In particular, the screening tools will assist marginal operators and
other entities in determining whether or not they meet the threshold. See EPA’s complete
response in Section 111.B.2 of the preamble to today’s final rule.

In sum, this analysis is consistent with EPA’s conclusion that today’s final rule will not have a
significant economic impact on a substantial number of marginal U.S. operators. Please see
EPA’s response to EPA-HQ-OAR-2009-0923-0053 -1 for further discussion about Subpart W’s
effect on marginal wells.

Comment Number: EPA-HQ-OAR-2009-0923-1010-2
Organization: Oklahoma Independent Petroleum Association
Commenter: Burckhalter

Comment Excerpt Text:

Impacts to small crude oil and natural gas businesses will be significant. Many oil and gas
operators in Oklahoma are small businesses (similar to small family farms). These small
independent oil and gas companies are ill-equipped to bear the costly burdens of GHG reporting
requirements. The risk tolerance of these small independent producers is significantly different,
and significantly less, as compared to large, integrated oil companies. In addition, most of these
smaller oil and gas businesses operate marginal wells. Marginal wells are mature crude oil and
natural gas producing properties that have lost their initial, high production rates and instead
operate on the much lower, flat end of the natural production decline curve. Each well has its
own unique economic hurdles that dictate whether the well is produced or not. The draft rule will
require oil and gas companies to conduct very detailed inventories of all equipment that could
emit GHGs even down to counting all threaded connections! These inventories would then be
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required to be evaluated in detail to determine their leak potential and only then could the
operator calculate the COe emission rate. It is clear that small operators would have to hire
consultants to do this work for them which would undoubtedly force many wells to be plugged
due to their then uneconomic status. Our country will lose the much needed domestically
produced energy and will lead to many small businesses failing.

The Interstate Oil and Gas Compact Commission define marginal wells as those that produce 10
barrels of oil per day or less, and less than 60 thousand cubic feet per day. In Oklahoma,
marginal wells produce on the average 1.7 barrels of oil per day and 24.3 thousand cubic feet of
gas per day. The emissions from these types of facilities are low, so low they are not required to
have an air emission permit. Despite the low production rates and pressures of marginal wells,
approximately 19 percent of the U.S. oil production and 8 percent of the natural gas produced in
the lower 48 states comes from marginal wells. EPA must carefully analyze the impacts to
marginal wells and ensure that any increased regulatory costs are clearly justified, especially in
these difficult economic times.

We believe that EPA has underestimated the number of operators and wells impacted and the
cost impacts on small crude oil and natural gas operators of marginal wells located in our state
and around the country. We believe this is fundamentally inconsistent with efforts to protect and
enhance national security by increasing domestic energy production and reducing dependency of
foreign oil. We do not believe EPA has fully addressed Executive Order 13211, and request EPA
reanalyze this issue.

Response: EPA understands the commenter’s concerns and has made every effort to reduce the
burden and costs of the rule, while still ensuring that the program yields high quality data and
essential information. EPA also recognizes the importance of considering the rule’s impacts on
small entities and has analyzed the potential for such impacts; see EPA-HQ-OAR-2009-0923—
1005-7, which summarizes EPA’s analysis of today’s final rule’s economic impact on small
entities and the basis for EPA’s conclusion that today’s final rule does not target marginal
operators who own few wells and have small volumes of production. Furthermore, while today’s
final rule will require reporting from some marginal wells, the associated burden will be
minimal. See EPA-HQ-OAR-2009-0923-0053-1 for further discussion about final rule revisions
that minimize burden associated with reporting from marginal wells.

EPA determined that screening tools would facilitate reporting determinations and plans to make
such tools available. In particular, the screening tools will assist small entities in determining
whether or not they meet the threshold. EPA expects the screening tools will assist most small
entities in their threshold determination.

Overall, this analysis is consistent with EPA’s conclusion that today’s final rule will not have a
significant economic impact on a substantial number of marginal U.S. operators.

EPA disagrees that it did not fully address EO 13211, “Actions Concerning Regulations That
Significantly Affect Energy Supply, Distribution, or Use,” (66 FR 28355 (May 22, 2001)). This
EO requires federal agencies undertaking certain regulatory actions to prepare a “Statement of
Energy Effects” that describes the adverse effects of a “significant energy action” on energy
supply, distribution and use, reasonable alternatives to the action, and the expected effects of the
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alternatives on energy supply, distribution and use. EO 13211 applies only to regulatory actions
leading to “significant adverse energy effects.” A significant adverse energy effect would occur
under this action if today’s final rule were to increase the costs of energy production or cost of
energy distribution by one percent.

EPA’s analysis, “Subpart W Greater Economic Impact,” (EPA-HQ-OAR-2009-0923),
demonstrates that the rule will not have a significant, adverse impact on the supply
(productivity), competition, or prices in the energy sector. Specifically, the analysis revealed
that that even if all of the costs associated with complying with today’s final rule were passed on
to consumers in the form of higher petroleum and natural gas prices, the marginal price change
would be minimal. EPA estimates that the price increase would be less than 0.1 percent increase
in natural gas price and a 0.01 percent increase in crude oil price. This is significantly lower than
the one percent increase in fuel price (assuming a price of $7.70 per Mcf of natural gas*** and
$58.15 per Barrel of 0il'?) criterion as it applies to EO 13211. Given that the impact of the rule
on fuel prices is minimal, EPA does not expect the rule to affect demand for fuels. Therefore,
the rule will not affect current and future production from operators who build production
capacity based on perceived demand. In addition, the rule does not require the operators to shut
down either parts or entire operations for monitoring emissions sources that could lead to supply
disruption.

In sum, EPA concluded that this rule would not have a significant, adverse impact on the supply
(productivity), competition, or prices in the energy sector. As a result, EPA has determined that
EO 13211 does not apply to today’s rule because it does not have any significant adverse impact
on energy supply, distribution, or use.

Comment Number: EPA-HQ-OAR-2009-0923-1010-4
Organization: Oklahoma Independent Petroleum Association
Commenter: Burckhalter

Comment Excerpt Text:

Basin level reporting is not appropriate for onshore crude oil and natural gas production sites.
EPA proposes that emissions from onshore crude oil and natural gas production sites be reported
at the basin level. As previously stated, defining a "facility" to include many wells over a very
large area is contrary to the Clean Air Act definition, and will subject many small businesses to
the proposed GHG data collection and reporting requirements that is directly opposite of EPA's
stated goal to limit the impacts to small businesses. We believe the proposed reporting rule will
be unreasonably burdensome and costly. Operators hiring consultants will incur numerous
mobilization fees as the consultants go from site to site across a basin. This will no doubt
negatively impact most wells, especially marginal wells, such that many may become
uneconomic to produce. In addition, EPA requests comments on reducing the reporting threshold

124 E1A. (2008) Annual Energy Review. Table 6.7. Retrieved on July 28, 2010 at
http://www.eia.doe.gov/emeu/aer/pdf/pages/sec6 _17.pdf. A 5-year average from 2003 to 2008.

125 E1A. (2008) Annual Energy Review. Table 5.18. Retrieved on July 28, 2010 at
http://www.eia.doe.gov/emeu/aer/pdf/pages/secs_45.pdf. A 5-year average from 2003 to 2008.
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from 25,000 mtCO.e to 10,000 mtCOze for onshore petroleum and natural gas production. This
would be even more problematic for all operators, but especially for small businesses. EPA has
the flexibility in determining who should be subject to the reporting requirements. We request
EPA not use a basin level approach that will unnecessarily include many operators of wells
(including marginal wells) in the reporting requirements for onshore petroleum and natural gas
production industry.

Response: Please see comment EPA-HQ-OAR-2009-0923-1010-1 for a response to the
comment on the definition of a “facility”. For EPA’s response to comments on the rule’s
impacts on small entities and on operators of marginal wells, see EPA’s response to comment
EPA-HQ-OAR-2009-0923-1005-7. Please see the response to EPA-HQ-OAR-2009-0923-1151—
89 for a discussion regarding the number of affected wells and the subsequent burden. Please see
EPA’s response to EPA-HQ-OAR-2009-0923-1196-7 for discussion about why EPA disagrees
that operators will need to hire contractors to comply with Subpart W.

Comment Number: EPA-HQ-OAR-2009-0923-1014-3
Organization: Independent Oil and Gas Association of West Virginia
Commenter: Charlie Burd

Comment Excerpt Text:

Indeed, USEPA acknowledges in the Preamble to its proposal that its novel basin-level
aggregation approach was adopted precisely because individual production wells generally will
fall below the very threshold that USEPA selected, after careful evaluation and analysis, as
representing the most appropriate balance between the amount of GHG emissions to be reported
and the burden on small emitters. See 75 Fed. Reg. at 18615. As intended, the basin-level
approach will require operators to report emissions from small or marginal wells that emit GHGs
in quantities far below 25,000 tpy CO,e**® Not surprisingly, the burden associated with the
proposed basin-level approach will be considerable, as the costs associated with monitoring and
reporting the emissions from these marginal wells will add to the existing development and
operational costs, resulting in substantial economic consequences for the profitability of such
wells. Indeed, IOGA-WYV harbors serious concerns that the significant costs associated with
conducting this monitoring---even if only for purposes of determining Subpart W's applicability-
will result in the premature capping, plugging and abandonment of these small or marginal wells,
despite the fact that they remain viable energy resources that should be a vital part of this
country's movement towards "green" energy development. Further, the economic impact of
abandoning these wells will extend far beyond the individual well owners to employees and
contractors of those companies, their families, affected mineral owners, and the broader local
communities, which will lose tax revenues and other benefits associated with the continued
operations of these wells-all consequences that should be avoided in the nation's still-struggling
economy. Such outcomes directly contradict USEPA's stated goal to "balance the rule coverage
to maximize the amount of emissions reported while excluding small emitters. 74 Fed. Reg.
16448, 16456 (April 10,2009).

126 |OGA-WV refers USEPA to the statistics set forth in EPA’s comments, which represent that approximately 85%
of oil wells and 74% of natural gas wells are marginal wells producing less than 15 barrels/day of oil and 90
mcf/day of natural gas, respectively.
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Response: For EPA’s response to comments on the rule’s impacts on small entities and on the
operators of marginal wells, see EPA’s response to comment EPA-HQ-OAR-2009-0923-1005-7.
Please see the response to EPA-HQ-OAR-2009-0923-1151-89 for a discussion regarding the
number of affected wells and the subsequent burden. Finally, see the memo on “Subpart W
Greater Economic Impact” (EPA-HQ-OAR-2009-0923) for discussion about the Final
Greenhouse Gas Reporting Rule’s impact on the greater U.S. economy and its citizens.

Comment Number: EPA-HQ-OAR-2009-0923-1029-4
Organization: Western Business Roundtable
Commenter: Holly Propst

Comment Excerpt Text:
EPA’s Approach Would Cause Significant Burden on Small, Independent Producers

We are particularly concerned about the potential impact of this rule on onshore oil and gas
producers in the West. The vast majority of the onshore facilities that would be forced to report
under the rule are marginal wells. Entities operating such marginal wells -- particularly in our
region -- are predominately small businesses. The regulatory burden on such enterprises would
be significant. EPA seems to inappropriately minimize these impacts in its analysis.

Response: For EPA’s response to comments on the rule’s impacts on small entities and the
burden for operators of marginal wells, see EPA’s response to comment EPA-HQ-OAR-2009—
0923-1005-7 and EPA-HQ-OAR-2009-0923-0053-1.

Comment Number: EPA-HQ-OAR-2009-0923-1080-49
Organization: Aka Energy Group, LLC
Commenter: Barbara Wickman

Comment Excerpt Text:
EPA makes the following conclusion in the preamble to the proposed Subpart W.

...[The rule would] requir[e] only a small fraction of total facilities to report. 75 Fed. Reg. at
18619.

The proposed Subpart W in fact increases coverage of gas gathering and processing facilities to
nearly 100% regardless of facility size, which is unduly burdensome and neither reasonable nor
appropriate.

Response: The statement identified by the commenter described the fraction of entities from all
covered segments subject to reporting, not the coverage of entities from a particular segment.
Under today’s final rule, EPA expects a small fraction of entities in the domestic oil and gas
industry to be subject to reporting; see Section 4.4 of the Economic Impact Analysis (EIA)
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(EPA-HQ-OAR-2009-0923) for complete details on the number and share of entities and
emissions covered. As discussed in the EIA, EPA analyzed various reporting thresholds to
identify one that would ensure maximum emissions reporting coverage with minimal burden on
the industry

Regarding the commenter’s conclusion that 100 percent of entities in the gas gathering and
processing segment would be covered, today’s final rule does not include gathering lines and
boosting stations as an emissions source in subpart W at this time, see comment response EPA—
HQ-OAR-2009-0923-1206-13 and Section Il.F of the preamble for full details. Of the remaining
processing facilities that could be candidates to report based on source definition, only 289 or 51
percent of all processing facilities are expected to meet or exceed the 25,000 Mt CO2e threshold.
As such, EPA disagrees with the commenter’s conclusion that nearly 100 percent of gathering
and processing facilities must report.

Comment Number: EPA-HQ-OAR-2009-0923-1100-1
Organization: Linn Energy
Commenter: Paul M. Espenan

Comment Excerpt Text:

LINN Energy believes that EPA has not matched the rigor and cost of proposed emission-
estimating methods to potential emissions. As a result, the regulatory burden and associated costs
to operators, in particular smaller companies, of stripper wells, is disproportionate to the benefit.
As proposed, EPA makes no adjustment to estimation methods so that the amount of effort is
appropriate given the potential emissions.

Response: EPA is unable to evaluate the comment regarding the rigor of the Agency’s cost
estimates because the commenter did not provide any specific information to explain their
conclusion. Please see EPA-HQ-OAR-2009-0923-1005-7 for EPA’s response to comments on
the rule’s impacts on small entities; EPA-HQ-OAR-2009-0923-0053-1 for EPA’s response to
comments on rule’s impacts on operators of marginal wells; EPA-HQ-OAR-2009-0923-1010-2
and EPA-HQ-OAR-2009-0923-1080-49 for EPA’s response to comments regarding the rule’s
costs and steps the agency took to minimize the burden while ensuring the program will yield
high quality data.

Comment Number: EPA-HQ-OAR-2009-0923-1151-14
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:
Regulatory Flexibility Act (RFA)

The RFA requires an agency to prepare a regulatory flexibility analysis of any rule subject to
notice and comment rulemaking requirements under the Administrative Procedure Act or any
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other statute unless the agency certifies that the rule will not have a significant economic impact
on a substantial number of small entities.'?” A small entity is defined as a small business, small
organization and/or a small governmental jurisdiction, which include many small owners and
operators of onshore and offshore petroleum and natural gas facilities.**® EPA failed to conduct a
regulatory flexibility analysis of the proposed Subpart W, because it “certifi[es] that this action
will not have a significant economic impact on a substantial number of small entities.”**°
However, EPA dramatically undercounted the burdens to small businesses who own and/or
operate petroleum and natural gas systems, who will be dramatically impacted by the rule’s
unprecedented monitoring, recordkeeping, and reporting requirements for small entities. EPA is
obligated to at least repeat its analysis using more accurate economic impact data in order to
truly determine whether the proposed rule impacts small businesses.

Response: EPA disagrees with this comment. First, EPA analyzed the economic impact on
small entities using the revised cost estimates discussed in preamble Section 11l and in the EIA.
These cost estimates reflected improvements made in response to comments as well as changes
to the monitoring requirements in today’s final rule. See preamble I11.D for further discussion
about EPA’s compliance with the Regulatory Flexibility Act; Section IV of the preamble and
Sections 5.2 and 6.3 of the Economic Impact Analysis document in detail the analysis EPA
conducted in accordance with the Regulatory Flexibility Act. .

In addition, EPA determined that screening tools would facilitate reporting determinations and
plans to make such tools available. In particular, the screening tools will assist small entities in
determining whether or not they meet the threshold. EPA expects the screening tools will assist
most marginal operators in their threshold determination. See EPA’s complete response in
Section 111.B.2 of the preamble to today’s final rule.

Overall, this analysis is consistent with EPA’s conclusion that today’s final rule will not have a
significant economic impact on a substantial number of marginal U.S. operators. Please see
EPA’s response to EPA-HQ-OAR-2009-0923-0053-1 for further discussion about Subpart W’s
effect on marginal wells. In short, EPA has thoroughly analyzed the rule’s potential impact on
small entities and determined that the impact on small businesses will not be significant.

Comment Number: EPA-HQ-OAR-2009-0923-1151-78
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

W17. (Preamble p. 118) We continue to be interested in the potential impacts of the proposed
rule on small entities and welcome comments on issues related to such impacts.

To minimize a competitive disadvantage targeting larger entities, the API does not object to
implementing the rule on small entities.

1275 U.S.C. Sections 603(a) & 605(b).
128 5 U.S.C. Section 601(6).
129 75 Fed. Reg. 18,631.
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Response: EPA appreciates the commenter’s interest in the rule’s potential impacts on small
entities. The Economic Impact Analysis (Sections 5.2 and 6.3) document EPA’s analysis of such
impacts.
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‘10.6 BENEFITS FOR SOCIETY

Comment Number: EPA-HQ-OAR-2009-0923-1074-18
Organization: WBI HOLDINGS
Commenter:

Comment Excerpt Text:
What are the benefits of the proposed rule for society?

Comment: WBIH takes exception to EPA's statement: "A mandatory reporting system for
petroleum and natural gas systems will benefit the public by increased transparency of facility
emissions data."

Air quality permitting and compliance programs are in place, and specific facility emissions
information is already available for public review

Response: EPA disagrees with this comment. GHG emissions were not required to be measured
or reported under any federal Clean Air Act regulatory program until promulgation of 40 CFR
part 98. Although the GHG Reporting Program (40 CFR part 98) is unique, EPA considered
other federal and state programs during development of both the GHG Reporting Rule (74 FR
56260) and Subpart W, and how these existing programs treat the petroleum and natural gas
industry. EPA concluded that the addition of Subpart W to 40 CFR part 98 will supplement
rather than duplicate other U.S. government GHG programs. Preamble Section 1.B discusses
EPA’s authority to collect these data and the potential uses for the data, including informing both
improvements in sector based non-regulatory strategies and technologies for preventing or
reducing air pollutants, and potential policy and regulatory actions to address greenhouse gas
emissions. See Section 2 of the Economic Impact Analysis for a detailed discussion about EPA’s
consideration of other federal and state GHG reporting programs.

Section I11.E of the preamble summarizes the anticipated benefits of today’s final rule, which
include providing the government with sound data on which to base future policies and providing
industry and the public independently verified information documenting firms’ environmental
performance.

Comment Number: EPA-HQ-OAR-2009-0923-1082-3
Organization: MidAmerican Energy Holdings Company
Commenter:

Comment Excerpt Text:

It is necessary and appropriate to consider the underlying objectives of the requirement to
measure and report greenhouse gas emissions in the development of the underlying reporting
requirements. MidAmerican is concerned about EPA’s suggestion that societal benefits of the
proposed rule include allowing citizens, community groups and labor unions to “negotiate
directly with polluters to lower emissions, circumventing greater government regulation” and
that “publicly available emissions data also will allow individuals to alter their consumption.” As
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an initial matter, emission reductions are an issue that should be subject to transparent debate and
should reflect the informed policy decisions of elected lawmakers and reporting should serve
these policy objectives, not the objectives of citizens, community groups and labor unions
outside the recognized legislative and regulatory processes.

Response: This comment provides an incomplete quote from the rule and therefore
mischaracterizes EPA’s discussion about the rule’s anticipated benefits. As discussed in Section
VII.E of The Final Mandatory GHG Reporting Rule (“Final MRR”), (40 CFR part 98) and in
Section I11.E of the preamble to today’s final rule for Subpart W, EPA considered the benefits of
reporting. These Sections present the results of EPA’s systematic literature review of existing
studies about the benefits of a reporting system. One example of the benefits identified by the
literature review is that a “mandatory reporting system will benefit the public by increased
transparency of facility emissions data. Transparent, public data on emissions allows for
accountability of polluters to the public stakeholders who bear the cost of the pollution. Citizens,
community groups, and labor unions have made use of data from Pollutant Release and Transfer
Registers to negotiate directly with polluters to lower emissions, circumventing greater
government regulation. Publicly available emissions data also will allow individuals to alter their
consumption habits based on the GHG emissions of producers.”

Please refer to Section I11.E of today’s final rule for a complete discussion about the anticipated
benefits for industry, government, and the public; EPA’s response to EPA-HQ-OAR-0923-1074—
18 for further details about the benefits.

‘10.7 GENERAL COMMENTS ON COSTS AND ECONOMIC IMPACTS

Comment Number: EPA-HQ-OAR-2009-0923-0061-2
Organization:
Commenter: A. Potts

Comment Excerpt Text:

The problems that | see with this proposed rule are that it does nothing to tackle what is truly at
issue, imposes additional costs on business that will be passed along to the consumer, relies on
an assumption that these GHG emissions are behind the recent climate change and lack of
cooperation with business.

Response: EPA does not agree with the comment. Please see EPA-HQ-OAR-2009-0923-1303—
2, for EPA’s response to the comment regarding compliance costs and pass through of these
costs to consumers. Regarding the comment about the science of climate change, this rule is not
the appropriate forum for that discussion. EPA finalized findings that GHG emissions from new
motor vehicles and engines contribute to air pollution which may reasonably be anticipated to
endanger public health and welfare (74 FR 66496; December 15, 2009, “Endangerment and
Cause or Contribute Findings for Greenhouse Gases Under Section 202(a) of the Clean Air Act”)
(see Docket EPA-HQ-OAR-2009-0171). Prior to finalizing the endangerment finding, EPA
received over 380,000 public comments, covering the issues raised by the commenters on this
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reporting rule and many others. EPA published responses to these comments in the Response to
Comments documents, available at http://www.epa.gov/climatechange/endangerment.html.
Finally, EPA disagrees that the data collected under this rule would not be useful. Data
collection serves as the first step in developing sound policy. For a complete discussion about
the benefits of the rule and expected to use of the data, see EPA’s response to EPA-HQ-OAR—
2009-0923-1074-18.

Comment Number: EPA-HQ-OAR-2009-0923-0061-3
Organization:
Commenter: A. Potts

Comment Excerpt Text:

The EPA should work in conjunction with business to come up with viable solutions for
inexpensive and effective ways to monitor the CO2 output. Over-regulation and the cost of
compliance has driven many businesses overseas seeking less stringent regulations causing
Americans lost jobs while the earth is becoming more and more polluted.

Response: This final action does not regulate GHG emissions; rather it gathers information to
inform EPA’s evaluation of various CAA provisions. See Section I.C of this preamble for
complete discussion about the legal authority for the rule.

In addition, EPA has conducted extensive outreach with industry and other stakeholders to
develop reliable and cost-effective methods to monitor GHG emissions. EPA evaluated the
requirements of existing GHG reporting programs, obtained input from stakeholders, analyzed
reporting options, and developed the general reporting requirements and specific requirements
for each of the GHG emitting processes listed in Subpart W. EPA also considered public
comments it received on the April 2009 (74 FR 16448; April 4, 2009) and April 2010 (75 FR
18608; April 12, 2010) proposed rulemakings as it determined the reporting requirements issued
in today’s final rule. See Section 2 of the Economic Impact Analysis for a detailed summary of
EPA’s proactive communications outreach program and solicitation of stakeholder input (EPA—
HQ-OAR-2009-0923). Finally, see EPA-HQ-OAR-2009-0923-1010-2 for EPA’s response to
comments about its efforts to reduce the burden and costs of the rule, while still ensuring that the
program yields high quality data and essential information.

Comment Number: EPA-HQ-OAR-2009-0923-1016-1
Organization: American Gas Association
Commenter: Pamela A. Lacey

Comment Excerpt Text:
Natural Gas Distribution and Storage Are a Vital Part of the Solution for Reducing GHG
Emissions; Reporting Burdens Should be Assessed in that Context

Natural gas is the most efficient of the fossil fuels, especially when used directly by residential
and commercial consumers. Approximately 90% of the energy value of natural gas is delivered
to consumers. In contrast less than 30% of the primary energy involved in producing electricity
reaches the consumer.
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Natural gas is clean, efficient, abundant, and domestic. When burned, natural gas is the most
environmentally-friendly fuel because it produces low levels of unwanted byproducts (SOXx,
particulate matter, and NOXx) and less carbon dioxide (CO2) than other fuels. Upon combustion
natural gas produces 43% less CO2 than coal and 28% less than fuel oil.

Natural gas is also an abundant fuel. Recent prodigious discoveries of shale gas have
significantly added to this abundant resource base. Changes in economics and technology will
continue to increase our resource base estimates in the future, as they have consistently done in
the past.

Natural Gas is a domestic resource. Almost all of the natural gas that is consumed in America is
produced in North America, either in the United States or Canada, with the vast majority of that
being produced in the United States. Only a small portion—1 to 2%— is imported from abroad
as liquefied natural gas.

Natural gas is an essential fuel for America. The natural gas delivered by AGA members to
residential and commercial customers is consumed almost entirely to meet essential human
needs—space heating, water heating, and cooking.

America’s natural gas utilities and residential customers have led the nation in reducing the
emission of greenhouse gases over the last 40 years and can continue, with appropriate policies,
to reduce those emissions. It takes less natural gas to serve 65 million homes today than it took to
serve about half that number in 1970. Natural gas is more than just a “bridge” to a low carbon
future; rather, it is part of the climate change solution now and in the future, because it uses
existing technology and offers an immediate carbon reduction benefit since it has the smallest
carbon footprint of all fossil fuels.

It is important in crafting the reporting rules in Subpart W not to lose sight of this important
context for energy and environmental policy. In June 2009, AGA filed detailed comments on
EPA’s April 2009 Proposed Rule for Mandatory Reporting of Greenhouse Gases (MRR),**
including comments on proposed Subparts, A, C, NN and W. As we said then, when crafting
GHG reporting rules, it is important that EPA not inadvertently impose barriers that could keep
society from reaping the full benefit of using clean, efficient, abundant and domestic natural gas
to reduce our nation’s carbon footprint. Greenhouse gas reporting rules should not create
disincentives to lowering US GHG emissions by imposing unnecessary costs on the storage and
distribution of natural gas to customers, thereby raising gas utility bills and discouraging the use
of natural gas. Instead, sound public policy should encourage the efficient, direct use of natural
gas by customers to reduce overall greenhouse gas emissions.

Response: EPA disagrees that today’s final rule imposes unnecessary costs on the storage and
distribution of natural gas to customers. EPA documents its assumptions and methods to

130 EPA Proposed Rule, Mandatory Reporting of Greenhouse Gases — 40 CFR Parts 86, 87, 89, et al. 74 Fed. Reg.
16448 (April 10, 2009).
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demonstrate industry burden in the Economic Impact Analysis of the rule making docket (EPA—
HQ-OAR-2009-0923) and clarifies several requirements related to natural gas distribution that
reduce the burden to much lower than many commenters assumed; please see Sections I1.F and
I11.B of the Preamble; EPA-HQ-OAR-0923-1016-11 also discusses EPA’s analysis of costs for
the distribution segment. In addition, see EPA-HQ-OAR-2009-0923-1010-2 and EPA-HQ—
OAR-2009-0923-1080-49 for EPA’s response to comments regarding the rule’s costs and steps
the agency took to minimize the burden while ensuring the program will yield high quality data.
Furthermore, EPA has considered the potential impact of the rule on natural gas consumers; see
EPA-HQ-OAR-2009-0923-1010-2 and EPA-HQ-OAR-2009-0923-1303-2 for complete
discussion.

Finally, see today’s preamble Section I11.E for the benefits of this rule to society.

Comment Number: EPA-HQ-OAR-2009-0923-1082-1
Organization: MidAmerican Energy Holdings Company
Commenter:

Comment Excerpt Text:

MidAmerican’s experience with reporting greenhouse gas emissions suggests that the
requirements and level of detail associated with a particular reporting scheme will dramatically
impact the time spent on measurement and report preparation, as well as the costs associated
with reporting. Requiring entities to focus on emissions calculations and reporting of extremely
small potential sources of emissions disproportionately impacts the costs of the reporting
requirement with very insignificant benefits.

MidAmerican’s experience also suggests that mandatory reporting results in higher costs. While
EPA has not proposed to require third-party verification of emissions data (a position supported
by MidAmerican), it is important to note that given the compliance certification requirements,
additional time and resources are likely to be necessary to satisfy corporate reporters and their
stakeholders that the reported data is accurate. This added burden arises not only from the direct
activities associated with reporting, but also from the indirect activities associated with
maintaining compliance management systems and auditing compliance with the reporting
program.

As noted by EPA, the initial cost of reporting (which MidAmerican believes is severely
underestimated) is significant--$56.0m in the first year. This initial $56.0m cost and subsequent
annual cost, estimated by EPA to be $21.0m, will do nothing to reduce greenhouse gas emissions
particularly when, as admitted by EPA, the “benefits are very difficult to quantify and monetize.”
MidAmerican supports transparent and consistent reporting; however, the level of detail should
not be so burdensome that it dramatically increases costs or risks to the reporting entity that fail
to take into account the associated benefit.

Response: EPA disagrees that the Agency significantly underestimated the costs of reporting.

See Section 111.B.2 of the preamble for EPA’s response to this comment and others that said the
Agency underestimated the costs; see EPA’s response to EPA-HQ-OAR-2009-0923-1074-18 for
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a complete discussion about the benefits of the rule and expected to use of the data. Also,
Section 5 of the Economic Impact Analysis (EPA-HQ-OAR-2009-0923) presents the updated
national compliance cost estimates for today’s final rule and a summary of the benefits. In
addition, see EPA-HQ-OAR-2009-0923-1010-2 for EPA response to comments about the need
to consider the burden and costs of the rule as well as the benefits.

Regarding the comment on the time and cost for a facility to comply with the rule, EPA has in
substantially reduced burden of today’s final rule by simplifying the requirements for reporting
of emissions. Please see preamble Section I, for further details on the changes in the rule that
will result in significantly lower burden to reporters.

EPA appreciates the comments on third-party verification and note that today’s final rule relies
on EPA verification; see Section I1.D of the preamble. See also preamble Section I1.N to today’s
final rule promulgating 40 CFR part 98 for details about the basis for EPA verification (74 FR
56260; October 30, 2009).

Finally, EPA does not agree with the comment about GHG reductions and benefits to society. In
particular, the comment misrepresents EPA’s statement that the rule “benefits are very difficult
to quantify and monetize.” EPA’s statement refers to the challenges associated with quantifying
and monetizing the benefits, but these challenges do not mean that there are no benefits expected
from the rule. Data collection serves as the first step in developing sound policy. For a complete
discussion about the benefits of the rule and expected to use of the data, see EPA’s response to
EPA-HQ-OAR-2009-0923-1074-18.

Comment Number: EPA-HQ-OAR-2009-0923-1174-1
Organization: Devon Energy Corporation
Commenter: Richard Luedecke

Comment Excerpt Text:

Devon Energy Corporation (Devon) has serious concerns about the U.S. Environmental
Protection Agency’s (“EPA”) proposed rule entitled Mandatory Reporting of Greenhouse Gases:
Petroleum and Natural Gas Systems, published at 75 Fed. Reg. 18608 (April 12, 2010) and
therefore appreciates the opportunity to provide these comments. Our concerns are focused on
the unnecessarily high cost to comply with this complex rule.

Response: EPA does not agree with the comment. Please see EPA’s response to EPA-HQ—
OAR-2009-0923-1174-4 for a response to this comment.

Comment Number: EPA-HQ-OAR-2009-0923-1174-4
Organization: Devon Energy Corporation
Commenter: Richard Luedecke

Comment Excerpt Text: Devon has elected to submit these separate comments because we are
convinced of the importance of emphasizing our concern that this proposed rule will impose
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significant and unnecessary cost on our industry that will ultimately have negative natural gas
supply impacts at a time when US climate policy demands this low carbon fuel.

Response: EPA does not agree with the commenter. The commenter has not provided any
information regarding why or how it believes that gas supply will be impacted. Please see the
memo “Subpart W Greater Economic Impact” under docket EPA-HQ-OAR-2009-0923 and
EPA’s response to EPA-HQ-OAR-2009-0923-1303-2 and EPA-HQ-OAR-2009-0923-1010-2 for
further discussion.

Comment Number: EPA-HQ-OAR-2009-0923-1300-1
Organization: Texas Oil and Gas Association
Commenter: Deb Hastings

Comment Excerpt Text:

TXOGA concurs with the detailed comments submitted by the American Petroleum Institute
(API) and agrees that the U.S. EPA has significantly underestimated the burden and cost of the
proposed new mandatory reporting requirements of greenhouse gases for petroleum and natural
gas systems.

Response: EPA does not agree with the comment. Please see EPA’s response to EPA-HQ—
OAR-2009-0923-1151-107.

Comment Number: EPA-HQ-OAR-2009-0923-1300-5
Organization: Texas Oil and Gas Association
Commenter: Deb Hastings

Comment Excerpt Text:
When re-structuring the rule for re-proposal, EPA should take all opportunities to simplify the
requirements and reduce burden.

Response: EPA has simplified reporting requirements in today’s final rule to reduce burden.
Please see preamble Section I, for more details.
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VOLUME 11: DESIGNATED REPRESENTATIVE AND DATA
COLLECTION, REPORTING, MANAGEMENT, AND DISSEMINATION

11.0 DESIGNATED REPRESENTATIVE AND DATA COLLECTION, REPORTING,
MANAGEMENT, AND DISSEMINATION

No Comments Received.

11.1 DESIGNATED REPRESENTATIVE (AUTHORIZATION AND
RESPONSIBILITIES)

Comment Number: EPA-HQ-OAR-2009-0923-1151-11
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:
Reporting Contractor Emissions

i. EPA Lacks the Authority to Require Subpart W Facilities to Report Contractor Emissions

On its face, CAA Section 114 does not provide EPA with the authority to require owners or
operators of facilities, including the facilities covered by proposed Subpart W, to report GHG
emissions generated by contractors. CAA Section 114 plainly states that the Administrator may
only require monitoring, reporting, and recordkeeping submissions from any person who “may
have the information necessary for the purposes set forth in [CAA Section 114(a)(1)].” 42 U.S.C.
Section 7414(a)(1). The intent of Congress is clear—CAA Section 114(a)(1) requirements only
extend to those who may actually possess such information necessary for the purposes listed in
that provision. Chevron U.S.A. Inc. v. Natural Resources Defense Council, Inc., 467 U.S. 837,
842-43 (“If the intent of Congress is clear, that is the end of the matter; for the court, as well as
the agency, must give effect to the unambiguously expressed intent of Congress.”). As a general
principle, owners and operators of facilities often do not have access to the records of
independent contractors. In particular, reporting entities will often be unable to obtain from
independent contractors the detailed and often confidential information required to be reported
under proposed Subpart W, including emissions and equipment data. Therefore, EPA lacks the
authority to broadly mandate that all facilities produce and certify emissions data from
contractors.

ii. Requiring Reporting of Contractor Data is Unreasonable and Impractical

As a practical matter, EPA’s concept of a “designated representative” and the requirement that
the designated representative “certify” contractor GHG emission reports is unreasonable and
impractical. The designated representative may have limited or no knowledge of the contractor’s
operations, the contractor’s potential GHG sources and associated data collected for reporting,
the quality and completeness of the data collected, quality and completeness of the verification,
and/or the environmental matters of the contractors. The proposed rule sets an unrealistic
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expectation for the role of the designated representative. 40 CFR Section 98.4(e)(1) includes a
certification statement containing the following language:

“...I certify under penalty of law that | have personally examined, and am familiar with, the
statements and information submitted in this document and all its attachments. Based on my
inquiry of those individuals with primary responsibility for obtaining the information, I certify
that the statements and information are to the best of my knowledge and belief true, accurate, and
complete...”

This language sets an inappropriate standard for the owner or operator of a facility, or his/her
“designated representative” in terms of managing contractor data. No high-level management
official has the authority, time, or expertise to “personally examine” emissions information from
contractors, which is necessary to prepare the emissions report. This is particularly the case with
regards to onshore and natural gas production facilities, which may contain thousands of sources,
operated often by contractors, scattered across an entire geologic basin.

Response: With respect to comments regarding EPA’s authority to require reporting of
contractor emissions, please see the response to EPA-HQ-OAR-2009-0923-1151-10.

With respect to comments about the designated representative certifying contractor emissions,
please see the response to EPA-HQ-OAR-2009-0923-1024-16.

Comment Number: EPA-HQ-OAR-2009-0923-1060-3
Organization: Yates Petroleum Corporation
Commenter:

Comment Excerpt Text:
General Comments — Certification by a “Designated Representative”

As proposed, this rule will require owners (i.e. Yates) of a site to report GHG emissions resulting
from rental and portable equipment located at a well head. Often, the owner (Yates) of the site
does not have emission information, or relies on information provided by a rental company (i.e.,
Compressor Systems, Inc.) that may or may not be accurate or acceptable by EPA standards.
98.4(e) requires that emissions reports be certified by a “Designated Representative.” Yates’
Designated Representative must therefore ultimately certify emissions for units they do not
control, and there is no guarantee those emissions are auditable, verifiable, etc. Yates requests
that the EPA clarify that emissions from equipment that is on-site, but not under common
ownership, does not need to be reported by the site owner.

Response: The designated representative (DR) is the entity that is responsible for submitting the

emissions data pursuant to today’s final Rule. Please see the response to EPA-HQ-OAR-2009—
0923-1024-16.

11.2 PROCESS FOR DATA COLLECTION/REPORTING, MANAGEMENT, AND
DISSEMINATION
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Comment Number: EPA-HQ-OAR-2009-0923-1039-36
Organization: Interstate Natural Gas Association of America
Commenter: Lisa Beal

Comment Excerpt Text:
Reporting, Recordkeeping and Missing Data Provisions include Requirements that Are
Infeasible, Costly, or Not Warranted to Support Mandatory Reporting Rule Objectives

Reporting and recordkeeping requirements are identified in 898.236 and 898.237. Missing data
procedures are identified in 898.235. INGAA recommends revisions or clarification to these
sections to eliminate requirements that are not practical or do not add substantive value while
incurring.

Response: EPA does not agree that the reporting and recordkeeping requirements, nor the
missing data provisions, are infeasible or impractical. See response to comment EPA-HQ-OAR—
2009-0923-1151-5 and the preamble of today’s final rule, Section II.F for more information.

Comment Number: EPA-HQ-OAR-2009-0923-1298-76
Organization: Independent Petroleum Association of Mountain States
Commenter: Kathleen M. Sgamma

Comment Excerpt Text:

Annual Report Due Date: Given the vast amount of information that must be collected and
compiled, IPAMS does not believe that three months is sufficient time to collect, calculate and
QA/QC the data needed to develop and submit a report. In addition, many industries are already
obligated to submit several data-intensive reports to various agencies, including EPA, in the first
quarter of the year. These include Title V semi-annual monitoring reports and annual
certifications under the CAA; quarterly deviation reports under the CAA; Discharge Monitoring
Reports under the Clean Water Act; and Tier Il reports under the Emergency Planning and
Community Right-to-Know Act. IPAMS requests that EPA require annual reports to be
submitted by June 30th of each year. This date would be consistent with other registry programs,
such as that established by The Climate Registry.

Response: EPA will allow the application for the use of best available monitoring methods for
certain sources. Please see the preamble Section II.F. EPA expects reporters to meet the annual
reporting due date, which is consistent with the reporting dates in The Final Mandatory GHG
Reporting Rule (“Final MRR”), (40 CFR part 98); , preamble Section I11.J. In addition, EPA has
modified certain methodologies for specific emission sources that will reduce burden. Please see
the preamble Section I1.F.

Comment Number: EPA-HQ-OAR-2009-0923-1011-1
Organization: El Paso Corporation
Commenter: Fiji George

Comment Excerpt Text:
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Preamble Section I1.(A.) on page 18612.—(KEY ISSUE) El Paso requests the EPA establish a
June 30 submittal deadline for all emission reports related to Subpart W.

Response: EPA disagrees with a June 30 reporting deadline, please see the response to
comment EPA-HQ-OAR-2009-0923-1298-76. EPA will allow the application for the use of best
available monitoring methods for certain sources. Please see the preamble Section II.F.

Comment Number: EPA-HQ-OAR-2009-0923-1098-4
Organization: Southern Union Company
Commenter: Charles Wait

Comment Excerpt Text:

Of additional concern with the proposed schedule is the data warehousing of fugitive and vented
emissions. SU has a team focused on developing a GHG database; however, the focus is
primarily on combustion emissions through 2010. SU may be hard pressed to complete an
inventory of vented and fugitive sources and install these sources in a database by year's end.
EPA must realize that all source categories listed in the proposed Subpart W have no current
regulatory requirement to be considered in an emission inventory. Adding these sources to the
database will require a resource intensive ground up effort that may produce a less than accurate
inventory if full implementation is required in the first year.

Response: In certain cases, EPA is allowing for additional time to follow all of the methods in
the rule, please see Section I1.F of the preamble for information on use of best available
monitoring methods. In addition, EPA has taken a number of other steps to reduce the reporting
burden (while sustaining the necessary quality of data). Please see the Section II.F of the
preamble. With the revision of the rule to allow the use of best available monitoring methods
and other reduced reporting requirements, and the use of standard spreadsheets and databases
that are readily available at retail stores, EPA does not anticipate that reporters will bear
excessive costs to complete an inventory of GHG emissions in time to record and report this
inventory by March 31, 2012, please see the Section I11.B of the preamble.

Comment Number: EPA-HQ-OAR-2009-0923-1151-62
Organization: American Petroleum Institute
Commenter: Karin Ritter

Comment Excerpt Text:

Section 98.236(c) Data reporting requirements for (17) compressor wet seal degassing vents and
(18) reciprocating compressor rod packing. The total throughput of the compressor whose
emissions are reported is required under this section. This throughput is not part of the emission
estimation methods under Section 98.233 (0) and (p). In addition, Section 98.236 makes no
reference to flow meters under Section 98.234(b). As a result, API interprets the requirements
under Section 98.236(c) to allow the use of engineering estimates for determining these
throughputs. API requests confirmation from EPA that engineering estimates may be used under
Section 98.236(c).
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Response: Regarding the comment on compressor throughput meters, please see EPA-HQ—
OAR-2009-0923-1206-63.

Comment Number: EPA-HQ-OAR-2009-0923-1074-42
Organization: WBI HOLDINGS
Commenter:

Comment Excerpt Text:

Comment on 98.236:

WBIH requests clarification on any reference to component "counts.” When referencing
component counts, WBIH requests the addition of the word "leaking™, i.e. 98.236(c)(19)(i)
should read, "component count for each leaking fugitive emission source."

Response: EPA has clarified the data reporting requirements for leak detection and emission
factors, to require the “total number of this type of emission source found to be leaking.”

Comment Number: EPA-HQ-OAR-2009-0923-1305-34
Organization: BP America, Inc.

Commenter: Karen St. John

Comment Excerpt Text:

Section 98.233(e) and Section 98.236(c)

Glycol Dehydrators: BP supports EPA’s approach of restricting calculation of emissions to those
dehydrators without thermal control or vapor recovery on the overhead vent stream. However,
Section 98.233 (e)(2) appears to directly conflict with this approach by specifying how to
calculate emissions if the dehydrator overhead is routed to a flare or burner (thermal control). In
addition, the reporting requirements for glycol dehydrators under Section 98.236(c)(5) do not
explicitly contain an equivalent limitation or limit reporting to only those dehydrators for which
emissions must be calculated. BP requests that EPA address the conflict between Section
98.233(e) and Section 98.233(e)(2) along with making the appropriate limitation on dehydrators
would be required to report explicit in 98.236(c)(5) .

Response: EPA has reviewed the comment, and in today’s final rule has clarified the Section
outlining the calculation of GHG emissions from dehydrator vents and includes calculation of
emissions from dehydrator vents without vapor recovery or thermal control devices.

Comment Number: EPA-HQ-OAR-2009-0923-1015-35
Organization: The Petroleum Association of Wyoming
Commenter: John Robitaille

Comment Excerpt Text:
General Comments — Data Reporting Requirements

98.236(f) requires operators to report emissions separately for portable equipment such as
drilling rigs, dehydrators, compressors, electrical generators, etc. However, as this rule (at this
time) is only for the reporting of GHG emissions, the types of equipment emitting the GHGs is
irrelevant. Furthermore, this requirement would require installation of fuel meters on equipment
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that otherwise would be included in the site-wide fuel usage. PAW proposes that all fuel use at a
site be provided to the EPA as a single figure and not separate out portable equipment.

98.237(f) requires calibration reports for detection and measurement instruments used. Would
calibration reports for detection and measurement instruments also require companies to retain
records for every single pressure gauge? That is a tremendous amount of information that does
not impact GHG emissions from a site.

Response: EPA disagrees, as the primary intent of the Mandatory Reporting Rule is to inform
future policy, and EPA deems it appropriate to require separate reporting for emissions from
portable equipment. It is estimated that portable non self-propelled equipment is responsible for
over 45 percent of total emissions from onshore petroleum and natural gas production, please see
“Portable Combustion Emissions” docket EPA-HQ-OAR-2009-0923. In addition, the
commenter made assumptions which were not consistent with the proposed rule’s intent. One
was the assumption that portable equipment would need a meter to determine the volume of fuel
combusted. Reporters are not required to install a fuel meter. EPA has clarified this in today’s
final rule and allows reporters to use engineering calculations based on best available data to
determine the amount of fuel combusted. EPA will also allow for certain sources best available
monitoring methods. Please see the preamble Section Il.F. Finally, EPA has conducted a review
of the emissions contribution relative to reporting burden and has modified today’s final rule for
onshore production and natural gas distribution, and does not include emissions from external
combustion equipment that have a rated heat capacity equal to or below 5 mmBtu/hr, please see
“Equipment Threshold for Small Combustion Units” docket EPA-HQ-OAR-2009-0923.
However, equipment that are at or fall below the specified mmBtu/hr level will be required to
report activity data by type of combustion equipment. With regard to retention of records for
every single pressure gauge, please see The Final Mandatory GHG Reporting Rule (“Final
MRR”), (40 CFR part 98); October 2009 response to comment EPA-HQ-OAR-2008-0508—
0504.1 excerpt 20 in the Content of the Annual Report Section.

Comment Number: EPA-HQ-OAR-2009-0923-1060-10
Organization: Yates Petroleum Corporation
Commenter:

Comment Excerpt Text:
General Comments — Data Reporting Requirements

98.236(f) requires operators to report emissions separately for portable equipment such as
drilling rigs, dehydrators, compressors, electrical generators, etc. However, as this rule (at this
time) is only for the reporting of GHG emissions, the types of equipment emitting the GHGs is
irrelevant. Furthermore, this requirement would require installation of fuel meters on equipment
that otherwise would be included in the site-wide fuel usage. Yates proposes that all fuel use at a
site be provided to the EPA as a single figure and not separate out portable equipment.

98.237(f) requires calibration reports for detection and measurement instruments used. Would

calibration reports for detection and measurement instruments also require YPC to retain records
for every single pressure gauge? That is a tremendous amount of information that does not
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impact GHG emissions from a site.

Response: EPA disagrees that all fuel use at a site be reported to the Agency as a single figure
and not separate out portable equipment. Please see the response to comment EPA-HQ-OAR—
2009-0923-1015-35.

Comment Number: EPA-HQ-OAR-2009-0923-1027-17
Organization: Offshore Operators Committee
Commenter: Allen Verret

Comment Excerpt Text:

98.237: In addition to the information required by § 98.3(g), you must retain the following
records:

(a) Dates on which measurements were conducted.

(b) Results of all emissions detected and measurements.

(c) Calibration reports for detection and measurement instruments used.

(d) Inputs and outputs of calculations or emissions computer model runs used for engineering
estimation of emissions.

OOC Comment: The rule should clarify what, if any, additional information must be retained
under 98.237 for offshore platforms. In the preamble, the term “’measurements” seems to refer
to direct emissions measurements. However, the GOADS process is centered around reporting
activity data to MMS for emissions calculations and not direct emissions measurements.

Response: With regard to recordkeeping requirements, offshore reporters must retain the
information required under 98.3(g). Offshore petroleum and natural gas production must also
retain the records as set forth by MMS in compliance with 30 CFR 250.302 through 304. Not all
methods in today’s final rule require data collection such as measurement, emissions detection,
or instrument calibration. Therefore reporters do not need to retain such records where not
required by methods. However reporters in state and non-Gulf of Mexico waters must calculate
their emissions using GOADS methodologies, and therefore must also retain the inputs and
outputs of those calculations. In addition, reporters subject to GOADS and reporters in state and
non-Gulf of Mexico waters must also retain the inputs and outputs of calculations required to
adjust emissions in years between GOADS cycles.

Comment Number: EPA-HQ-OAR-2009-0923-1024-49
Organization: Kinder Morgan Energy Partners, L.P.
Commenter: Kim Dang

Comment Excerpt Text:
SECTION 98.237 Records that must be retained.

In addition to the information required by SECTION 98.3(g), you must retain the following
records:

(a) Dates on which measurements were conducted.
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(b) Results of all emissions detected and measurements. Video records of optical imaging
surveys are not required to be retained.

(c) Calibration reports for detection and measurement instruments used.

(d) Inputs and outputs of calculations or emissions computer model runs used for engineering
estimation of emissions.

Response: Regarding the suggestion on video records, EPA has clarified the rule, such that
video records of leak detection surveys with optical gas imaging instruments are not required to
be made or retained. Please see the data reporting requirements in today’s final rule in Section
98.236.

Comment Number: EPA-HQ-OAR-2009-0923-1024-37
Organization: Kinder Morgan Energy Partners, L.P.
Commenter: Kim Dang

Comment Excerpt Text:

Retention of Video Records. The preamble to the rule suggests that video records of optical leak
surveys showing emissions must be retained:**! however, this requirement is not expressed in the
text of the rule itself. Moreover, it is not clear whether EPA intends for reporting entities to keep
records of all optical gas images taken at each facility, or only those images that reveal leaking
components. Kinder Morgan believes that this provision should be omitted from today’s final
rule, given the space requirements for the video data and the fact that many optical imaging
devices lack a recording feature. Kinder Morgan’s experience is that video images from an
optical gas imaging instrument require on the order of over 3 megabytes of space per minute of
video. Video records of entire optical leak surveys will be in the gigabyte size range. Keeping
complete survey video records for multiple years at multiple facilities will require exceptionally
large electronic storage space. If EPA rejects this recommendation and elects to require retention
of optical gas imaging records, EPA should amend the text of the rule to clarify that only images
that reveal leaks need to be kept.

Response: EPA has clarified the rule, such that video records of leak detection surveys with
optical gas imaging instruments are not required to be made or retained.

Comment Number: EPA-HQ-OAR-2009-0923-1040-22
Organization: American Exploration & Production Council
Commenter: V. Bruce Thompson

Comment Excerpt Text:
98.236(c)(7)-(8): Consistent with the preceding comment, there is no need to track well
completions and workovers based on whether a well is "conventional™ or "unconventional." We

31 proposed Subpart W, 75 Fed. Reg. at 18,625.
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request that EPA remove the sub-bullets (i) and (ii) from both paragraphs.

Response: EPA disagrees, and has clarified today’s final rule to continue to include data
reporting requirements for well completions and workovers as identified as “with and without
hydraulic fracturing.” The emissions profile from these two sources is very different, and this
data is needed to inform future policy.

Comment Number: EPA-HQ-OAR-2009-0923-1018-23
Organization: Canadian Association of Petroleum Producers
Commenter: Rick Hyndman

Comment Excerpt Text:

98.233 (b): CAPP noticed that the EPA has requirements for low bleed device venting referenced
in two sections: 98.233(r) and 98.233(b). Based on the redundancy of this requirement and to
guard against double reporting of emissions CAPP recommends that the requirements only be
reported in one section.

Response: EPA has clarified today’s final rule such that natural gas driven pneumatic devices
have been consolidated to all report under Section 98.233(a).

Comment Number: EPA-HQ-OAR-2009-0923-1018-37
Organization: Canadian Association of Petroleum Producers
Commenter: Rick Hyndman

Comment Excerpt Text:

CAPP also proposes the following rewording of 98.233(n)(8): "Any emissions calculated under
this source are excluded from other emission sources in 98.233" and that if a source is covered
elsewhere but is sent to flare, reporters be given the choice of where / how to report it, based on
ease of reporting.

Response: EPA has reviewed the comment and has clarified Section 98.233(n) of today’s final
rule such that flare emissions determined under paragraph (n) must be corrected for flare
emissions calculated and reported under other paragraphs to avoid double counting of these
emissions.

Comment Number: EPA-HQ-OAR-2009-0923-0963-1
Organization: Contek Solutions, LLC
Commenter: Jim Johnstone

Comment Excerpt Text:
Reporting: Will the EPA be sending out standardized report forms for operators to fill out

Response: No, EPA will not be issuing reporting forms. The reports must be submitted
electronically. Please see The Mandatory Reporting of Greenhouse Gases Rule, (“Final MRR”),
(40 CFR part 98) preamble Section I1.A.
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Comment Number: EPA-HQ-OAR-2009-0923-1080-53
Organization: Aka Energy Group, LLC
Commenter: Barbara Wickman

Comment Excerpt Text:

Aka recommends deleting § 98.236(d). This paragraph (d) requests “minimum, maximum and
average throughput for each operation listed in paragraphs (a)(1) through (a)(8) of this section.”
This is a very vague request and has no apparent meaning for most of the operations described in
(a)(2) through (a)(8). In addition, this information does not appear to be useful in determining or
understanding the GHG emissions information that is otherwise reported.

Response: EPA has revised 98.236(d) in today’s final rule to only require reporting of annual
throughput, as determined by engineering estimates based on best available data.

11.2.1 DATA COLLECTION METHODS (COMMENTS ON SECTION VI.B OF THE
PREAMBLE)

Comment Number: EPA-HQ-OAR-2009-0923-1171-6
Organization: Western Resource Advocates
Commenter: Robert Harris

Comment Excerpt Text:
Source data on federal and state public lands should be aggregated by the relevant management
area, or disaggregated, so as to be useful to land management agencies.

EPA should collect information on the GHG emissions of onshore production facilities located
on public lands in a form that may be useful to other agencies conducting relevant analyses,
including under the National Environmental Policy Act (“NEPA”), 42 U.S.C. 88 4321 to 4370f.

The American Association of Petroleum Geologist’s definition of a “basin” may not adequately
assist land management agencies in meeting their statutory obligations. For example, the basin
boundaries may not match Bureau of Land Management (“BLM?”) field office boundaries or the
boundaries of national forests. Because the Proposed Rule would require reporting only
aggregated emissions data, land management agencies may not be able to readily divide the data
for an accurate estimate of GHG emissions occurring on only part of a basin within the relevant
national forest or management area. Therefore, emissions reports may not be helpful for
conducting or evaluating resource management plans or forest plans prepared under the Federal
Land Policy and Management Act, 43 U.S.C. 88 1701 to 1785, or the National Forest
Management Act, 16 U.S.C. §8 1600 to 1614, respectively.

To remedy this problem, EPA could require aggregated reporting of GHG emissions from oil
and gas facilities on federal public lands to match the boundary of the relevant BLM field office
or national forest. Alternatively, the Proposed Rule could require operators to “show their work”
by attaching disaggregated well pad data as an appendix to the aggregated basin-wide report.
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According to EPA, the agency did not reject the well pad option because it was infeasible, but
rather because the considered reporting thresholds would result in either too many or too few
reporters. 75 Fed. Reg. at 18615.

Other agencies could use the disaggregated location-specific well pad data to help quantify GHG
emissions in the relevant BLM field office, national forest, or other geographic area. EPA’s
maintenance of a publicly accessible and searchable database, capable of providing flexible data
outputs, would further maximize the utility of information collected by the EPA under the
Proposed Rule by minimizing inefficient and duplicative efforts by government agencies and
members of the public.

Response: Regarding the comment on EPA collection and sharing of data with other Federal,
State, and regional programs, please see the Mandatory Reporting of Greenhouse Gases Rule,
(“Final MRR”), (40 CFR part 98), preamble Section 11.0. The petroleum and natural gas
systems monitoring and reporting requirements in today’s final rule, are being added to the GHG
RP and will gather data to inform future policy and programs. EPA’s decision to use American
Association of Petroleum Geologist’s definition of a basin, the EIA field definition, and data
reporting level are discussed in the Technical Support Document (TSD) for today’s final rule
found in docket (EPA-HQ-OAR-2009-0923). Today’s final rule requires reporting at the basin
level in order to manage burden and maintain consistency of the data received, and therefore
cannot introduce additional facility definitions such as the suggested BLM field office
boundaries, due to the additional burden and it will not increase the quality of data nor can EPA
possibly take into account all possible reporting configurations that various parties desire and
therefore basin-level reporting is the most appropriate option.

11.21.1 ELECTRONIC SIGNATURES

No Comments Received.

11.2.1.2 USE OF UNIQUE IDENTIFIERS

No Comments Received.

11.21.3 METRIC UNITS

No Comments Received.

11.21.4 DELEGATION OF AUTHORITY TO STATES FOR DATA COLLECTION

No Comments Received.
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11.215 USE OF AN ELECTRONIC REPORTING SYSTEM

Comment Number: EPA-HQ-OAR-2009-0923-1010-8
Organization: Oklahoma Independent Petroleum Association
Commenter: Burckhalter

Comment Excerpt Text:

Report submittal. EPA proposes that all reports will be submitted electronically. This may be
burdensome on some small businesses that don't have the staff, expertise or access to submit the
data electronically. EPA should allow small businesses to submit a hard copy of the required
information.

Response: Please see Section V.B of the preamble of The Final Mandatory GHG Reporting Rule
(“Final MRR”), (40 CFR part 98), promulgated on October 30, 2009, for a response to this
comment.

11.2.2 DATA QA AND FEEDBACK BY EPA TO REPORTERS

No Comments Received.

11.2.3 DATA DISSEMINATION

No Comments Received.

11.23.1 DATADISSEMINATION TO THE PUBLIC

Comment Number: EPA-HQ-OAR-2009-0923-0116-1
Organization:
Commenter: J. Andes

Comment Excerpt Text:

Clearly, the oil and gas industry will not voluntarily report this information to the American
public. Therefore, the industry must be obligated by federal regulation and enforcement to make
public the information

Response: For a response to this comment, please see the response to EPA-HQ-OAR-2009—
0923-1015-27.

Comment Number: EPA-HQ-OAR-2009-0923-0803-1
Organization:
Commenter: C. Taylor

Comment Excerpt Text:
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| further urge that the industry's reported emissions are made public as soon as possible, and that
the combination of greenhouse gas emissions and pollution from accidents and spills be made
public so that all the necessary changes in the regulation of this industry can be made NOW!

Response: For a response to this comment, please see the response to EPA-HQ-OAR-2009—
0923-1015-27.

Comment Number: EPA-HQ-OAR-2009-0923-1448-2
Organization:
Commenter: K. Wolney

Comment Excerpt Text:
Your data collection methods should be unimpeachable and the results should be reported to the
public so we can see the consequences of our dependence on oil.

Response: For a response to this comment, please see the response to EPA-HQ-OAR-2009—
0923-1015-27.

11.2.3.2 SHARING OF DATAWITH OTHER STATE AND FEDERAL AGENCIES

Comment Number: EPA-HQ-OAR-2009-0923-0064-1
Organization:
Commenter: Anonymous

Comment Excerpt Text:

Public Citizen has noted that the Federal Energy Regulatory Commission; formerly the Natural
Gas Act; illegally ruled in March 2004 that states have limited jurisdiction over the permitting
and siting of Liquified Natural Gas facilities inside their borders. Since state a