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ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 98
[EPA-HQ-OAR-2009-0923; FRL-9131-1]
RIN 2060-AP99

Mandatory Reporting of Greenhouse
Gases: Petroleum and Natural Gas
Systems

AGENCY: Environmental Protection
Agency (EPA).
ACTION: Proposed rule.

SUMMARY: EPA is proposing a
supplemental rule to require reporting
of greenhouse gas (GHG) emissions from
petroleum and natural gas systems.
Specifically, the proposed supplemental
rulemaking would require emissions
reporting from the following industry
segments: Onshore petroleum and
natural gas production, offshore
petroleum and natural gas production,
natural gas processing, natural gas
transmission compressor stations,
underground natural gas storage,
liquefied natural gas (LNG) storage, LNG
import and export terminals, and
distribution. The proposed
supplemental rulemaking does not
require control of GHGs, rather it
requires only that sources above certain
threshold levels monitor and report
emissions.

DATES: Comments must be received on
or before June 11, 2010. There will be
one public hearing. The hearing will be
on April 19, 2010 in Arlington, VA and
will begin at 8 a.m. local time and end
at 5 p.m. local time.

ADDRESSES: You may submit your
comments, identified by docket EPA—
HQ-OAR-2009-0923 and/or RIN
number 2060-AP99 by any of the
following methods:

e Federal eRulemaking Portal: http://
www.regulations.gov. Follow the online
instructions for submitting comments.

e E-mail: GHG Reporting Rule Oil
and_Natural Gas@epa.gov. Include
EPA-HQ-OAR-2009-0923 and/or RIN
number 2060—-AP99 in the subject line
of the message.

e Fax:(202) 566—1741.

e Phone: (202) 566—1744.

e Mail: Environmental Protection
Agency, EPA Docket Center (EPA/DC),
Attention Docket EPA-HQ-OAR-2009—
0923, Mail Code 2822T, 1200
Pennsylvania Avenue, NW.,
Washington, DC 20460.

e Hand/Courier Delivery: EPA Docket
Center Public Reading Room, Room
3334, EPA West Building, Attention
Docket EPA-HQ-OAR-2009-0923, 1301
Constitution Avenue, NW., Washington,

DC 20004. Such deliveries are only
accepted during the Docket’s normal
hours of operation, and special
arrangements should be made for
deliveries of boxed information.

Instructions: Direct your comments to
Docket ID No. EPA-HQ-OAR-2009—
0923. EPA’s policy is that all comments
received will be included in the public
docket without change and may be
made available online at http://
www.regulations.gov, including any
personal information provided, unless
the comment includes information
claimed to be CBI or other information
whose disclosure is restricted by statute.
Do not submit information that you
consider to be CBI or otherwise
protected through http://
www.regulations.gov or e-mail. The
http://www.regulations.gov Web site is
an “anonymous access” system, which
means EPA will not know your identity
or contact information unless you
provide it in the body of your comment.
If you send an e-mail comment directly
to EPA without going through http://
www.regulations.gov your e-mail
address will be automatically captured
and included as part of the comment
that is placed in the public docket and
made available on the Internet. If you
submit an electronic comment, EPA
recommends that you include your
name and other contact information in
the body of your comment and with any
disk or CD-ROM you submit. If EPA
cannot read your comment due to
technical difficulties and cannot contact
you for clarification, EPA may not be
able to consider your comment.
Electronic files should avoid the use of
special characters, any form of
encryption, and be free of any defects or
viruses.

Docket: All documents in the docket
are listed in the http://
www.regulations.gov index. Although
listed in the index, some information is
not publicly available, e.g., CBI or other
information whose disclosure is
restricted by statute. Certain other
material, such as copyrighted material,
will be publicly available only in hard
copy. Publicly available docket
materials are available either
electronically in http://
www.regulations.gov or in hard copy at
the Air Docket, EPA’s Docket Center,
Public Reading Room, EPA West
Building, Room 3334, 1301 Constitution
Ave., NW., Washington, DC 20004. This
Docket Facility is open from 8:30 a.m.
to 4:30 p.m., Monday through Friday,
excluding legal holidays. The telephone
number for the Public Reading Room is
(202) 566—1744, and the telephone
number for the Air Docket is (202) 566—
1742.

FOR FURTHER GENERAL INFORMATION
CONTACT: Carole Cook, Climate Change
Division, Office of Atmospheric
Programs (MC—-6207]), Environmental
Protection Agency, 1200 Pennsylvania
Ave., NW., Washington, DC 20460;
telephone number: (202) 343-9263; fax
number: (202) 343—-2342; e-mail address:
GHGMRR®@epa.gov. For technical
information contact the Greenhouse Gas
Reporting Rule Hotline at telephone
number: (877) 444—1188; or e-mail:
GHGMRR®@epa.gov. To obtain
information about the public hearings or
to register to speak at the hearings,
please go to http://www.epa.gov/
climatechange/emissions/
ghgrulemaking.html. Alternatively,
contact Carole Cook at 202—-343-9263.

SUPPLEMENTARY INFORMATION: EPA first
proposed Mandatory GHG Reporting
requirements for petroleum and natural
gas systems (under 40 CFR, part 98,
subpart W) in April 2009. EPA received
a substantial number of comments on
this initial proposal for petroleum and
natural gas systems. For this reason,
EPA decided not to finalize the rule for
petroleum and natural gas systems, and
instead to propose a supplemental rule.

EPA reviewed and considered
comments submitted on the previous
proposal in drafting this proposed
supplemental rulemaking. However, as
this is a new proposal, EPA is not here
responding to comments on the earlier
version of this rule. Any comments
must be submitted as provided herein,
to be considered. A more detailed
background concerning the subpart W
rulemaking and proposed changes can
be found in section II-A.

Additional Information on Submitting
Comments: To expedite review of your
comments by Agency staff, you are
encouraged to send a separate copy of
your comments, in addition to the copy
you submit to the official docket, to
Carole Cook, U.S. EPA, Office of
Atmospheric Programs, Climate Change
Division, Mail Code 6207-], 1200
Pennsylvania Ave., NW., Washington,
DC 20460, telephone (202) 343-9263, e-
mail: GHG Reporting Rule Oil and
_Natural Gas@epa.gov.

Although as indicated above, EPA
previously proposed a version of this
rule, that proposal never became final.
This is a newly proposed rule and
comments which were submitted on the
earlier version of the rule are not being
considered in the context of this rule.
Any parties interested in commenting
must do so at this time.

Regulated Entities. The Administrator
determined that this action is subject to
the provisions of Clean Air Act (CAA)
section 307(d). See CAA section
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307(d)(1)(V) (the provisions of section
307(d) apply to “such other actions as
the Administrator may determine.”).

This is a proposed regulation. If
finalized, these regulations would affect
owners or operators of petroleum and

natural gas systems. Regulated
categories and entities include those
listed in Table 1 of this preamble:

TABLE 1—EXAMPLES OF AFFECTED ENTITIES BY CATEGORY

Source Category NAICS Examples of affected facilities
Petroleum and Natural Gas Systems ...........cccocevviinieniiiciiieen, 486210 | Pipeline transportation of natural gas.
221210 | Natural gas distribution facilities.
211 | Extractors of crude petroleum and natural gas.
211112 | Natural gas liquid extraction facilities.

Table 1 of this preamble is not
intended to be exhaustive, but rather
provides a guide for readers regarding
facilities likely to be affected by this
action. Table 1 of this preamble lists the
types of facilities that EPA is now aware
could be potentially affected by the
reporting requirements. Other types of
facilities listed in the table could also be
subject to reporting requirements. To
determine whether you are affected by
this action, you should carefully
examine the applicability criteria found

in proposed 40 CFR part 98, subpart A
or the relevant criteria in the sections
related to petroleum and natural gas
systems. If you have questions regarding
the applicability of this action to a
particular facility, consult the person
listed in the preceding FOR FURTHER
INFORMATION CONTACT section.

Many facilities that are affected by the
proposed supplemental rule have GHG
emissions from multiple source
categories listed in Table 1 of this
preamble. Table 2 of this preamble has

been developed as a guide to help
potential reporters in the petroleum and
natural gas industry subject to the
proposed rule identify the source
categories (by subpart) that they may
need to (1) consider in their facility
applicability determination, and/or (2)
include in their reporting. The table
should only be seen as a guide.
Additional subparts in 40 CFR part 98
may be relevant for a given reporter.
Similarly, not all listed subparts are
relevant for all reporters.

TABLE 2—SOURCE CATEGORIES AND RELEVANT SUBPARTS

Source category

Other Subparts recommended for review to determine

applicability

Petroleum and Natural Gas Systems

40 CFR part 98, subpart C.

40 CFR part 98, subpart Y.

40 CFR part 98, subpart MM.

40 CFR part 98, subpart NN.

40 CFR part 98, subpart PP.

40 CFR part 98, subpart RR (proposed).

Acronyms and Abbreviations. The
following acronyms and abbreviations
are used in this document.

ASTM American Society for Testing and
Materials

CAA Clean Air Act

CBI confidential business information

cf cubic feet

CFR Code of Federal Regulations

CH; methane

CO, carbon dioxide

COze COs-equivalent

EO Executive Order

EOR enhanced oil recovery

EPA U.S. Environmental Protection Agency

GHG greenhouse gas

GWP global warming potential

ICR information collection request

IPCC Intergovernmental Panel on Climate
Change

kg kilograms

LDCs local natural gas distribution
companies

LNG liquefied natural gas

LPG liquefied petroleum gas

MRR mandatory GHG reporting rule

MMTCO.e million metric tons carbon
dioxide equivalent

N>O nitrous oxide

NAICS North American Industry
Classification System

NGLs natural gas liquids

OMB Office of Management and Budget

QA quality assurance

QA/QC quality assurance/quality control

RFA Regulatory Flexibility Act

RGGI Regional Greenhouse Gas Initiative

SSM startup, shutdown, and malfunction

TCR The Climate Registry

TSD technical support document

U.S. United States

UMRA Unfunded Mandates Reform Act of
1995

VOC volatile organic compound(s)

WCI Western Climate Initiative
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I. National Technology Transfer and
Advancement Act

J. Executive Order 12898: Federal Actions
to Address Environmental Justice in
Minority Populations and Low-Income
Populations

I. Background

A. Organization of This Preamble

This preamble is broken into several
large sections, as detailed above in the
Table of Contents. The paragraphs
below describe the layout of the
preamble and provide a brief summary
of each section.

The first section of this preamble
contains the basic background
information about the origin of this
proposed supplemental rulemaking,
including a discussion of the initial
proposed rule for petroleum and natural
gas systems. This section also discusses
EPA’s use of our legal authority under
the Clean Air Act to collect the
proposed data, and the benefits of
collecting the data. The relationship
between the mandatory GHG reporting
program and other mandatory and
voluntary reporting programs at the
national, regional and State level also is
discussed.

The second section of this preamble
summarizes the general provisions of
this proposed supplemental rulemaking
for petroleum and natural gas systems.
It also highlights the major changes
between the initial proposed rule and
the supplemental rule that we are
proposing today, including changes in
the scope of the proposed rule and the
monitoring methods proposed. This
section then provides a brief summary
of, and rationale for, selection of key
design elements. Specifically, this
section describes EPA’s rationale for (i)
the definition of the source category (ii)
selection of reporting thresholds (iii)
selection of monitoring methods, (iv)
missing data procedures (v) proposed
data reporting requirements, and (vi)
recordkeeping requirements. Thus, for
example, there is a specific discussion
regarding appropriate thresholds,
monitoring methodologies and reporting
and recordkeeping requirements for
each segment of the petroleum and
natural gas industry proposed for
inclusion in the rule: onshore petroleum
and natural gas production, offshore
petroleum and natural gas production,
natural gas processing, natural gas
transmission compressor stations,
natural gas underground storage, LNG
storage, LNG import and export
terminals, and distribution. EPA
describes the proposed options for each
design element, as well as the other
options considered. Throughout this
discussion, EPA highlights specific

issues on which we solicit comment.
Please refer to the specific source
category of interest for more details.

The third section provides the
summary of the cost impacts, economic
impacts, and benefits of this proposed
rule from the Economic Analysis.
Finally, the last section discusses the
various statutory and executive order
requirements applicable to this
proposed rulemaking.

B. Background on the Proposed Rule

The Final Mandatory GHG Reporting
Rule (“Final MRR”), (40 CFR part 98)
was signed by EPA Administrator Lisa
Jackson on September 22, 2009 and
published in the Federal Register on
October 30, 2009 (74 FR 209 (October
30, 2009) pp. 56260-56519). The Final
MRR which is effective on December 29,
2009 included reporting of GHGs from
facilities and suppliers that EPA
determined met the criteria in the 2008
Consolidated Appropriations Act.?
These source categories capture
approximately 85 percent of U.S. GHG
emissions through reporting by direct
emitters as well as suppliers of fossil
fuels and industrial gases. There are,
however, many additional types of data
and reporting that the Agency deems
important and necessary to address an
issue as large and complex as climate
change (e.g. indirect emissions from
electricity use). In that sense, one could
view the Final MRR (40 CFR part 98) as
focused on certain sources of emissions
and upstream suppliers. For information
on existing programs at the Federal,
Regional and State levels that also
collect valuable information to inform
and implement policies necessary to
address climate change, relationship of
the Final MRR to EPA and U.S.
government climate change efforts and
to other State and Regional Programs,
see the Preamble to the Final MRR.

In the April 2009 proposed mandatory
GHG reporting rule the petroleum and
natural gas systems subcategory was
included as Subpart W. EPA received a
number of lengthy, detailed comments
regarding this subpart W proposal.
Some comments were focused on the
significant cost burden that the April
2009 proposed rule would impose on
petroleum and natural gas systems,
whereas others focused on whether
certain sources, such as onshore
production and distribution, that were
not included in the initial proposal,
should be included. EPA recognized the
concerns raised by stakeholders, and
decided not to finalize subpart W with
the Final MRR, but instead to propose

1Consolidated Appropriations Act, 2008, Public
Law 110-161, 121 Stat. 1844, 2128.

a new supplemental rule for petroleum
and natural gas systems. 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; and separate definitions for
“vented” and “fugitive” emissions. As
noted earlier, stakeholders should
submit comments in the context of this
new proposed supplemental rule.

This proposed supplemental rule 40
CFR part 98, subpart W requires annual
reporting of fugitive and vented carbon
dioxide (CO,) and methane (CHy)
emissions from petroleum and natural
gas systems facilities, as well as
combustion-related CO,, CH,4, and
nitrous oxide (N»O) emissions from
flares at those facilities, following the
methods outlined in the proposal. This
proposed rule would also establish
appropriate thresholds and frequency
for reporting, as well as provisions to
ensure the accuracy of emissions
through monitoring, reporting and
recordkeeping requirements.

This proposed rule applies to
facilities in specific segments of the
petroleum and natural gas industry that
emit GHGs greater than or equal to
25,000 metric tons of CO; equivalent per
year. Reporting would be at the facility
level.

C. Legal Authority

EPA is proposing this rule under its
existing CAA authority, specifically
authorities provided in section 114 of
the CAA. As discussed further below
and in “Mandatory Greenhouse Gas
Reporting Rule: EPA’s Response to
Public Comments, Legal Issues” (EPA—
HQ-0OAR-2008—-0508-2264), EPA is not
citing the FY 2008 Consolidated
Appropriations Act as the statutory
basis for this action. While that law
required that EPA spend no less than
$3.5 million on a rule requiring the
mandatory reporting of GHG emissions,
it is the CAA, not the Appropriations
Act, that EPA is citing as the authority
to gather the information proposed by
this rule.

As stated in the Final MRR, CAA
section 114 provides EPA broad
authority to require the information
proposed to be gathered by this rule
because such data would inform and are
relevant to EPA’s carrying out a wide
variety of CAA provisions. As discussed
in the initial proposed rule (74 FR
16448, April 10, 2009), section 114(a)(1)
of the CAA authorizes the Administrator
to require emissions sources, persons
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subject to the CAA, manufacturers of
control equipment, or persons whom
the Administrator believes may have
necessary information to monitor and
report emissions and provide such other
information the Administrator requests
for the purposes of carrying out any
provision of the CAA.

EPA notes that comments were
submitted on the initial rule proposal
questioning EPA’s authority under the
Clean Air Act to collect emissions
information from certain offshore
petroleum and natural gas platforms.
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 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 the CAA, even
if that person is not subject to the CAA.
Indeed, by specifically authorizing EPA
to collect information from both persons
subject to any requirement of the CAA,
as well as any person who the
Administrator believes may have
necessary information, Congress clearly
intended that EPA could gather
information from a person not otherwise
subject to CAA requirements. EPA is
comprehensively considering how to
address climate change under the CAA,
including both regulatory and non-
regulatory 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.

EPA is proposing to amend 40 CFR
98.2(a) so that the final MRR applies to
facilities located in the United States
and on or under the Outer Continental
Shelf. These revisions are necessary to
ensure that any petroleum or natural gas
platforms located on our under the
Outer Continental Shelf of the United
States would be required to report under
this rule. In addition, EPA is proposing
revisions to the definition of United
States to clarify that the United States
includes the territorial seas. Other
facilities located offshore of the United

States covered by the mandatory
reporting program at 40 CFR part 98
would also be affected by this change in
the definition of United States. Revising
the definition of United States will also
ensure that facilities located offshore of
the United States that are injecting CO»
into sub-seabed for long-term
containment will also be required to
report data regarding greenhouse gases.
EPA is proposing a separate rule on
geologic sequestration and any
comments specific to that issue should
be directed to the Agency on that
rulemaking not this one. Finally, in
addition to the change to the definition
of United States, EPA is adding a
definition of “Outer Continental Shelf.”
This definition is drawn from the
definition in the U.S. Code. 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.

For further information about EPA’s
legal authority, see the proposed and
final MRR.

D. Relationship to Other Federal, State
and Regional Programs

In developing the initial proposal for
mandatory reporting from petroleum
and natural gas systems that was
released in April 2009, as well as this
supplemental proposed rulemaking,
EPA reviewed monitoring methods
included in international guidance (e.g.,
Intergovernmental Panel on Climate
Change), as well as Federal voluntary
programs (e.g., EPA Natural Gas STAR
Program and the U.S. Department of
Energy Voluntary Reporting of
Greenhouse Gases Program (1605(b)),
corporate protocols (e.g., World
Resources Institute and World Business
Council for Sustainable Development
GHG Protocol) and industry guidance
(e.g., methodological guidance from the
American Petroleum Institute, the
Interstate Natural Gas Association of
America, and the American Gas
Association).

EPA also reviewed State reporting
programs (e.g., California and New
Mexico) and Regional partnerships (e.g.,
The Climate Registry, the Western
Regional Air Partnership). These are
important programs that not only led
the way in reporting of GHG emissions
before the Federal government acted but
also assist in quantifying the GHG
reductions achieved by various policies.
Many of these programs collect different
or additional data as compared to this
proposed rule. For example, State
programs may establish lower

thresholds for reporting, request
information on areas not addressed in
EPA’s reporting rule, or include
different data elements to support other
programs (e.g., offsets). For further
discussion on the relationship of this
proposed rule to other programs, refer to
the preamble to the Final MRR.

II. Rationale for the Reporting,
Recordkeeping and Verification
Requirements

A. Overview of Proposal

The U.S. petroleum and natural gas
industry encompasses hundreds of
thousands of wells, hundreds of
processing facilities, and over a million
miles of transmission and distribution
pipelines. This proposed rule would
apply to the calculation and reporting of
vented, fugitive, and flare combustion
emissions from selected equipment at
the following facilities that emit equal to
or greater than 25,000 metric tons of
CO: equivalent per year from source
categories covered by the mandatory
GHG reporting rule: offshore petroleum
and natural gas production facilities,
onshore petroleum and natural gas
production facilities (including
enhanced oil recovery (EOR)), onshore
natural gas processing facilities, onshore
natural gas transmission compression
facilities, onshore natural gas storage
facilities, LNG storage facilities, LNG
import and export facilities and natural
gas distribution facilities owned or
operated by local distribution
companies (LDCs). This proposal does
not address the production of gas from
landfills or manure management
systems. Methods and reporting
procedures for stationary combustion
emissions other than flares at petroleum
and natural gas industry facilities are
covered under Subpart C of the Final
MRR.

This proposed supplemental rule
incorporates a number of different
methodologies to provide improved
emissions coverage at a lower cost
burden to affected facilities, as
compared to the initial proposed rule. In
this supplemental proposal, EPA is
requiring the use of direct measurement
of emissions for only the most
significant emissions sources where
other options are not available, and
proposing the use of engineering
estimates, emissions modeling software,
and leak detection and publicly
available emission factors for most other
vented and fugitive sources. For smaller
fugitive and inaccessible to plain view
sources, component count and
population emissions factors are
proposed. In the case of offshore
platforms, EPA is recommending that
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emissions sources identified under the
Minerals Management Services (MMS)
GOADS (Gulfwide Offshore Activities
Data System) be used for reporting, and
the GOADS process be extended to
platforms in other Federal regions (i.e.,
California and Alaska) and in State
waters. The alternative methodologies
proposed in this rule will provide
similar or better estimation of vented
and fugitive CH4 and CO- emissions in
the petroleum and gas industry, while
significantly reducing industry burden.

Under this supplemental proposal,
facilities not already reporting but
required to report under subpart W
would begin data collection in 2011
following the methods outlined in the
proposed rule, and submit data to EPA
by March 31, 2012.

EPA would require reporting of
calendar year 2011 emissions in 2012
because the data are crucial to the
timely development of future GHG
policy and regulatory programs. In the
Appropriation Act, Congress requested
EPA to develop this reporting program
on an expedited schedule, and
Congressional inquiries along with
public comments reinforce that data
collection for calendar year 2011 is a
priority. Delaying data collection until
calendar year 2012 would mean the data
would not be received until 2013, which
would likely be too late for many
ongoing GHG policy and program
development needs.

EPA considered, but decided not to
propose, the use of best available
monitoring methods for part (e.g., the
first three months) or all of the first year
of data collection. EPA concluded that
the time period that would be allowed
under this schedule is sufficient to
allow facilities to implement the
monitoring methods that would be
required by the proposed rule. In
general, the proposed monitors are
widely available and are not time
consuming to install. Further, some of
the monitoring methods (e.g., use of
emission factors) may not require the
installation of any monitoring
equipment. Finally, the emissions
assessment may be done at any time
during the year, and measurements do
not necessarily need to be undertaken
during the first quarter.

EPA seeks comment on the proposal
not to allow use of best available
monitoring methods for part or all of the
first year of data collection. Further, if
commenters recommend that EPA allow
the use of best available monitoring
methods for a designated time period
(e.g., three months), EPA seeks
comments on whether requests for use
of best available monitoring methods
should only be approved for parameters

subject to direct measurement, or also in
cases where engineering calculations
and/or emission factors are used.

Amendments to the General
Provisions. In a separate rulemaking
package that was recently published
(March 16, 2010), EPA issued minor
harmonizing changes to the general
provisions for the GHG reporting rule
(40 CFR part 98, subpart A) to
accommodate the addition of source
categories not included in the 2009 final
rule (e.g., subparts proposed in April
2009 but not finalized in 2009, any new
subparts that may be proposed in the
future). The changes update 98.2(a) on
rule applicability and 98.3 regarding the
reporting schedule to accommodate any
additional subparts and the schedule for
their reporting obligations (e.g., source
categories finalized in 2010 would not
begin data collection until 2011 and
reporting in 2012).

In particular, we restructured 40 CFR
98.2(a) to move the lists of source
categories from the text into tables. A
table format improves clarity and
facilitates the addition of source
categories that were not included in
calendar year 2010 reporting and would
begin reporting in future years. A table,
versus list, approach allows other
sections of the rule to be updated
automatically when the table is
updated; a list approach requires
separate updates to the various list
references each time the list is changed.
In addition to reformatting the
98.2(a)(1)—(2) lists into tables, other
sections of subpart A were reworded to
refer to the source category tables
because the tables make it clear which
source categories are to be considered
for determining the applicability
threshold and reporting requirements
for calendar years 2010, 2011, and
future years.

Because facilities with petroleum and
natural gas systems (as defined in
proposed 40 CFR part 98, subpart W)
would be subject to the rule if facility
emissions exceed 25,000 metric tons
COxe per year, in today’s rule we are
proposing to add this source category to
those threshold categories referenced
from 40 CFR 98.2(a)(2) whether the
reference is to a list or a table.2

In today’s proposal, we also propose
to amend 40 CFR 98.6 to add definitions
for several terms used in proposed 40
CFR part 98, subpart W and to clarify
the meaning of certain terms for
purposes of subpart W. We also propose
to amend 40 CFR 98.7 (incorporation by

2Since we are proposing to change the list of
covered subcategories to tables, we are not
providing regulatory text in this proposal because
the preamble is clear.

reference) to include standard methods
used in proposed subpart W. In
particular, we propose to incorporate by
reference the AAPG—CSD Geologic Code
Provinces Code Map available from The
American Association of Petroleum
Geologists Bulletin, Volume 75, No. 10
(October 1991) pages 1644-1651. It
would be used to define the geographic
boundaries for reporting of onshore oil
and gas production systems. We also
proposed to incorporate by reference
models, including Glycalc and E&P
Tanks that would be used to calculate
emissions and were not developed by
the Federal government.

B. Summary of the Major Changes Since
Initial Proposal

Mandatory GHG reporting
requirements were proposed for
Petroleum and Natural Gas Systems
under Subpart W in April 2009 along
with a number of other sectors of the
economy. As noted in the Preamble to
the Final MRR, EPA received a number
of lengthy, detailed comments regarding
Petroleum and Natural Gas Systems. In
total, EPA received comments from over
80 organizations and over 1,200 pages of
formal comments on the Petroleum and
Gas Systems Initial Proposed Rule.
Some comments proposed simplified
alternatives to the proposed reporting
requirements based on the potential that
the proposed requirements would entail
significant burden and cost. Other
comments addressed whether to include
onshore production and the distribution
segment, which were excluded from the
initial proposal as EPA sought
comments on approaches for the level of
reporting of fugitive and vented GHG
emissions from these segments (e.g.,
facility or corporate).

EPA has reviewed the comments and
issues and suggestions raised by
stakeholders within and outside the
petroleum and natural gas industry
related to emissions coverage and the
level of cost burden in this sector. In
response, EPA is proposing a new
supplemental rule for Petroleum and
Natural Gas Systems. This proposed
supplemental rule now incorporates all
segments of the petroleum and gas
industry, adding onshore production
and distribution.

Total fugitive, vented and combustion
emissions estimated to be covered in
this supplemental proposed rulemaking
amount to 351 MMTCOxe; 272
MMTCOze from fugitive and vented
emissions and 79 MMTCOze from
combustion emissions.? Fugitive and

3 Some petroleum and natural gas facilities will
already be required to report emissions from
stationary combustion under the MRR that was
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vented emissions estimates included in
the supplemental proposed rulemaking
are significantly higher than the 131
MMTCO:ze reported in the 2008 U.S.
Inventory of Greenhouse Gases, due to
the inclusion of items believed to be

under-reported in the inventory
(discussed further below).

Table W—1 summarizes the estimated
fugitive, vented and combustion
emissions for the segments included in
the initial proposal and the added
segments of onshore production and

distribution. Additional details can be
found in the Economic Impact Analysis
for the Mandatory Reporting of
Greenhouse Gas Emissions under
Subpart W Supplemental Rule (EPA—
HQ-0OAR-2009-0923).

TABLE W—1—FUGITIVE/VENTED AND COMBUSTION EMISSIONS FROM PETROLEUM AND NATURAL GAS SYSTEMS,

MMTCO.e

Fugitive and \l/:eur?tglc\ile;r?ng Combustion

vented emis- | o0 s ple- emissions:
Segment sions: mental pr%- Supplemental
Initial pro- posed I'E)He- proposed rule-

posed rule making making

Initial Proposed Rule SiX SegmMeNts ... 85 94.3 9.8
Onshore Production .........ccccccevveeienenne NA 154.9 69.3
Natural Gas Distribution NA 22.7 NA
TOtAl EMISSIONS ...ttt ettt ettt et e sae e st e et e e enaeeeneen 85 271.9 1791

1This estimate reflects only incremental combustion emissions (i.e., only those combustion emissions from facilities above and beyond what
will already be required to be reported under the Final MRR). For example, combustion-related emissions ftrom many natural gas processing
plants are already required to be reported under subpart C and are therefore not included here. The combustion estimate also includes combus-

tion emissions from flares.

Inclusion of onshore production and
distribution results in estimated fugitive
and vented emissions that are more than
triple the estimated emissions in the
initial rule proposal for petroleum and
natural gas systems.

In addition to expanding emissions
coverage under the proposed
supplemental rule, EPA has assessed a
number of alternative methodologies
that were either recommended by
commenters or are known to provide
effective quantification of emissions at a
significantly lower cost burden. The
changes include the use of:

e Limited use of fugitive leak
detection.

o Leaker factors to quantify detected
fugitive emissions.

e Population factors and component
count for fugitive emissions that are
widely scattered or inaccessible to plain
view.

¢ Use of existing MMS GOADS
methods and calculated emissions for
offshore production facilities.

¢ Modeling software to quantify
glycol dehydrator and tank emissions.

¢ Engineering estimation for well
venting from liquids unloading.

¢ Engineering estimation for well
venting from completions and
workovers.

¢ Engineering estimation for well
testing and flaring.

¢ Engineering estimation for flaring
emissions.

e Limited sampling to determine gas
composition.

signed in September 2009. This proposed
petroleum and natural gas subpart will require
additional facilities to report to the MRR that are

Another significant change in the
proposed supplemental rule is the use
of the term “fugitives”. The initial rule
proposal from April 2009 included both
vented and fugitive emissions sources,
and collectively defined both sources as
“fugitive”. EPA received a large number
of comments from industry stakeholders
and others indicating that this definition
created confusion. Hence EPA is
defining vented emissions separately
from fugitives in the supplemental
proposed rulemaking. For this
supplemental rulemaking, emissions
from the petroleum and natural gas
industry are defined as (1) vented
emissions, which include intentional or
designed releases of CHy and/or CO,
containing natural gas or hydrocarbon
gas (not including stationary
combustion flue gas) from emissions
sources including, but not limited to,
process designed flow to the atmosphere
through seals or vent pipes, equipment
blowdown for maintenance, and direct
venting of gas used to power equipment
(such as pneumatic devices). In
addition, this supplemental rule
includes (2) fugitive emissions, or
unintentional emissions, which are
defined to include those emissions
which could not reasonably pass
through a stack, chimney, vent, or other
functionally-equivalent opening. This
supplemental rule also includes (3) flare
combustion emissions, which include
CH., CO; and N,O emissions resulting
from combustion of gas in flares. EPA

not currently required to report. These facilities will
have to report combustion, fugitive and vented

seeks comment on the use of the term
“equipment leak” versus “fugitive” and
“vented” as defined in the proposed
supplemental rule.

C. Definition of the Source Category

EPA discusses here the general
approach used in identifying the key
segments of the petroleum and natural
gas industry that would be required to
report under the proposal. This general
discussion is followed by a specific
discussion for each industry segment.

One factor EPA considered in
assessing the applicability of certain
petroleum and natural gas industry
emissions in the proposed rule is the
definition of a facility. In other words,
