
FEB  3  1995

RPD/PRB
Mail Stop 3122

TO OFFSHORE OPERATORS AND PAYORS ONLY

Dear Reporter:

The Minerals Management Service (MMS) is enhancing reporting requirements for
reporters of offshore leases, agreements and pipeline systems/separation
facilities to properly report drip condensate (i.e., scrubber/pipeline drip,
retrograde condensate, drip liquid). Currently, the Bayou Black/Transco,
Terrebonne/Trunkline, Iowa/TETCO Cameron, and VGS/Delta Gathering Station
separation facilities in the Gulf of Mexico are separating oil/condensate and
drip condensate from the stream before the gas flows to a gas plant operated
by a different company. This letter provides guidelines on how to report this
type of allocation to the Production Accounting and Auditing System (PAAS) and
to the Auditing and Financial System (AFS) beginning with the January 1995
report period/sales month.

This situation occurs when large volumes of natural gas and relatively small
volumes of liquid hydrocarbon streams are commingled.  When the stream is
cooled by the Gulf of Mexico on the way to shore, there is a transfer of
components between phases. As a result, the relative quantities of gas and
liquid recovered at these facilities are different from those measured
offshore. At the onshore separation facility all liquids, including the drip
condensate volume, are stripped from the gas stream prior to the inlet of the
plant and not reflected in the gas plant’s drip/scrubber volume. Therefore,
these volumes/royalties are not being accounted for by MMS when the royalty
for natural gas is determined after the gas is processed by a gas plant.

When an allocation is received for drip condensate from any of the systems
identified above, MMS will expect reporters to report and pay on this volume.

 Specific reporting instructions are enclosed (Enclosure 1). By requiring all
operators to report the allocated volumes, MMS fulfills its requirements to:

.  account for 100 percent of the volume being recovered and measured
through these “royalty meters”;

•  provide a more accurate audit trail; and

.  resolve outstanding AFS/PAAS and Liquid Verification System (LVS)
exceptions.
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These new reporting requirements will affect the following reports:

.  the Oil and Gas Operations Report (OGOR), Part-B and/or Part-C for all
reporters;

.  the Production Allocation Schedule Report (PASR) for the separation
facilities and all upstream commingling points. The majority of these
commingling points were confirmed on the Facility Measurement Informa-
tion Form (FMIF) Confirmation Reports with 07/94 as the effective date
and facility name of “Retrograde Meter”.  Please note, since MMS is not
aware of contractual agreements between gas plants and purchasers, these
drip condensate Facility Measurement Point (FMP) numbers were assigned
to ALL approved gas measurement points where production is commingled
with another lease(s) prior to entering the pipeline systems.  A PASR

hmust be submitted monthly beginning with the 01/95 report period on
these FMP’s, unless the Offshore Minerals Management (OMM) Surface
Commingling and Production Measurement Section office in New Orleans is
notified in writing and grants a waiver.

•  the Report of Sales and Royalty Remittance, Form MMS-2014, for leases
receiving an allocation from the separation facilities where the royalty
determination point is after the gas is processed.

Because the system operator may not know the actual disposition of gas for
each lease, they must allocate to all leases participating in the pipeline.
The lease reporter must report these volumes and determine if royalties need
to be paid on the drip condensate. This determination will be made based on
the gas disposition as follows:

.   Reporters who sell their gas at the platform and do not retain rights to
the liquids, using disposition code ‘01’, do not owe royalties for the
drip condensate. This product was part of the gas stream measured on

Ythe platform and is included in royalties reported for the unprocessed
gas.

•  Reporters who transfer
royalty determination,
royalties for the drip

their gas to a gas plant for processing prior to
using disposition code ‘11’ or ‘12’, must pay
condensate.

.   Please note that all parties holding operating rights in your lease or
agreement may have different sales contracts. Therefore, you may be
required to report both disposition code ‘16’ and ‘09’ on the same
report.

Revisions to Chapter 12, Special Reporting Situations, Example 4 and Appendix
A, Disposition Codes ‘09’ and ‘16’ from the PAAS Reporter Handbook-Lease,
Facility/Measurement Point, and Gas Plant Operators will be sent in the near
future. Enclosures 2 and 3 provide Instructions and examples on how to
report. Retroactive reporting not required, unless the properties and/or
facility are involved in an MMS audit. In that case, you  may be advised to
modify your reports.
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If you have any questions, please contact your production reporting contact or
Ms. Beth Ann Becker of my staff at (303) 231-3391 or 1-800-525-7922.

Sincerely,

3 Enclosures
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PRODUCTION AND SALES REPORTING INSTRUCTIONS 
FOR OFFSHORE DRIP CONDENSATE ALLOCATIONS 

Re orters 

FOR PRODUCTION REPORTING - Offshore Operators Only 

Oil and Gas ODerations Report (OGOR) 

quired t o  report as 
f o  7 lows ( 1: 

Part -A: 

Oil /condensate producti on reported represents the volume determined as cited 
i n  your OMM Commingling Approval. If  you have any questions, please contact 
the OMM Surface Commi ngl i ng and Production Measurement Secti on i n  New Or1 eans . 

Gas production reported represents the volume determined as cited i n  your OMM 
Commi ngl i ng Approval . 

Part-B (disDosition) Gas Transferred t o  a Gas P l a n t  (see Enclosure 2 ) :  

Gas reported represents the volume of gas measured offshore and transferred t o  
a gas p l a n t  for processing, w i t h  any remaining production, being disposed o f  
using the appropriate codes ( e .g . ,  fuel, f lare).  

Part-B (disDosition) Gas Directlv Sold (see Enclosure 2 ) :  



... 
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12.6 Example 4-Sales From a Separation Facility on a Oil/Gas Pipeline 

In this situation, sales occur from a separation facility on a oil/gas 
pipeline. Key Considerations in this example are: 
1. 

2. 

The separation facility i s  located downstream of the sales/transfer 
meters and prior t o  entering the inlet of the gas plant. 

Several of the lessees ( f o r  example 0540088880) retain a l l  the rights 
t o  NGL's. etc. ( i . e . ,  gas i s  transferred for processing prior t o  
royal t ies bei ng determi ned ) . 
Several of the lessees (for example 0550000990) relinquish a l l  rights 
a t  the lease s i te  ( L e . ,  gas i s  directly so ld) .  

3.  

4 .  A mixture of OilKondensate and Drip condensate are sold directly from 
the separation facil i ty.  NOTE: Drip condensate i s  normally 
measured/reported as a gas ( i  .e. ,scrubber/pipeline d r i p  a t  the 
inlet  of the gas p l a n t ) .  bu t  under these conditions is  measured/ 
reported in the oi 1 /condensate col umn. 

Separation facility and downstream gas p l a n t  are not  operated by the 
same operator. Therefore, since the t o t a l  d r i p  condensate vol umes wi 1 1  
not be reported on the GPOR, the dr ip  vojiirne must be accounted f o r  and 
reported on the OGOR's.  Having the d r i p  condensate from the separa t ion  
facil i ty reported on the GPOR and the OGOR would be double  accounting. 

5. 

Schematic 
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12 .6  Example 4 (cont . )  

High1 i g h t s  

gGoJ 

The compl eted OGOR Part-B fo r  1 ease 0540088880 h i  ghl  i g h t s  the fol 1 owi ng 
information: 

1. The  disposit ion volume o f  the  d r i p  condensate a t t r ibutable  to  the 
lease i s  reported by the lease operator using disposition code 16 
(Dri p/Scrubber Condensate) because t h a t  gas was transferred. 

2. 

3. 

This volume i s  - not allocated to  well production on OGOR-A. 

The metering point i s  required for disposition code 16 ( i  . e . ,  normally 
the same FMP number assigned to  the sales FMP for the f a c i l i t y ) .  

4 .  API gravi ty  is required. 

5. Disposition code 13 (transferred from f a c i l i t y )  i s  used to  account fo r  
the additional volumes and i s  equal t o  the volume reported as 
disposition code 16. No metering p o i n t  or A P I  gravity/Btu i s  allowed. 
The volume i s  shown as a bracketed 0 negative number. 

T h e  completed OGOR Part-B for 1 ease 0550000990 h i g h 1  ights the fol l  owing 
information : 

1. The disposition volume o f  the drip condensate a t t r ibutable  to  the 
lease i s  reported by the lease operator using disposition code 09 
(Sales - Not Subject t o  Royalty) because t h a t  gas was direct ly  sold a t  
the offshore sales/ t ransfer  meter. 

2. 

3. 

This volume i s  - n o t  allocated to  well production on OGOR-A.  

The metering point i s  required for disposition code 09 (i . e . ,  normally 
the same FMP number assigned to  the sales FMP for t h e f a c i l i t y ) .  

4. 

5. 

API g r a v i t y  - not  allowed. 

Disposition code 13 (transferred from f a c i l i t y )  i s  used to  account for 
the addi t iona l  volumes and i s  equal to  the volume reported as 
disposition code 09. No metering p o i n t  or A P I  gravity/Btu i s  allowed. 
The volume i s  shown as a bracketed 0 negative number. 
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12.6 Example 4 (cont . )  
High1 ights 

PASR 

The completed PASR's for the separation faci 1 i t y  and a1 1 upstream commi ngl i ng 
meters have  been provided. 

- 

1. The volume originally reported under "Other Sources" was d r i p  
condensate. T h e  drip condensate i s  now allocated t o  the appropriate 
upstream comi ngl i ng poi n t  or MMS Lem/Agreement Number. 

The to ta l  volume reported for 0550000990 represents a combined t o t a l  
for  both the oilkondensate and drip condensate allocated t o  t h i s  lease 

2. 

3. The PASR's for  the upstream commingling points re f lec t  the appropr i a t e  
FMP number assigned t o  the separation f a c i l i t y .  

4 .  For a l l  the upstream commingling poin ts ,  the total  ref lects  the volume 
allocated by the separation f a c i l i t y ,  and further allocates t h i s  volume 
back t o  the appropri a te  1 eases measured a t  thi s poi n t .  



12.6 Example 4 (cont. )-Completed OGOR-B 

I , 

FOR ILLUSTRATIVE PURPOSES ONLY 



12.6 Example 4 (cont. )-Completed NOR-8 

I 
OIL AND QAS OPERATIONS REPORT I PART B - PRODUCT MSPOSmON 

.--, 
SS707 Platform B I 1 0 1 5 1  4 1 D 1 0 i 8 1 8 1 8 1 8 1  01 I 1 I I I I I I I I I I I I I I I I I I I I I I I I I I 

mdlm)l h ~ w U h l t n d a u w .  

FOR ILLUSTRATIVE PURPOSES ONLY 
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12.6 Example 4 (cent.)-Completed PASR 
OUI 10104w 
(bSirrw31,1995) 
nNP.prcrtR.adon)adl#(44UAC. 
ssol rtug)npJrr l h l r h p l b r l  ti 

REPORTMPE: ~ O R f f i H K  
0 uoo1FlEn 

OPERATOR HAME (30) 

GATFWAY FXP. 
arrWrF~MMREMENTPoM:(ll) 

95205  
PLATFORM D I 1  

REPORT PER100. (4) UUW MMS OPERATOR W E R :  (5) 

1 1 2 1 9 1 4 l  F1014 12 I1 I 
FACUTYMUSUREUEKIPOHTFNMBER: (11) PROWCT COOE: (2) 

71 21  4 12 17 u I 91 9 l e  in I 0 111 
SMESFACLITY~~UREMW PONT(11) API GRAWYBTU: (5) 

MMS USE 
PRODUCTlON ALLOCATION 

SCHEDULE REPORT 
(PASR) 

uJ-rH3RIDK;HAME. ( h t  MI, Lmg (39 
Tedd Tampson 

DATE (6) LMDDW 
101 11 01 41 91 51 

mrn 
Lead Manager 

C W E M S  (60) 

1 2 1 0 1 4 1 2 1 7 1 0  1 0 1 9 1 9 1  - 

SALESTRANSFERS 

TOTALS (10) 1 4  9 3 . 2  11 a 7 9  
BEGINNING INVENTORY ENDING INVENTORY 

191 

SS205 
PLATFORM D t 2  

REPORTER USE 

MMS USE 

PRODUCTlON ALLOCATION 
SCHEDULE REPORT 

(PASR) 

0 
wul 
0-3 

Tedd Tampson Lead Manager 
DAlE(6) WDDW OXMNTS. (60) c 
10 11 (01 519151 -hm 

FOR 1LLUITMTIVC PURPOICl ONLY 



12.6 Example 4 (cant.)-Completed PASR 
as 101bOo(a 
Fs*.rW31.1pos) 
Thpvrnron m k t d d  1-w us.c. 

TOTALS (10) 

ss207 
PLATFORM B 

1 . 1 0  0.1 1 0 0 9 9  
' BEGINNING INVENTORY ENDING INVENTORY 

(9) (9) 
1 I I I 1 I I I I . - I  I I I I I I I I 

PRODUCTION ALLOCATION 
SCHEDULE REPORT 

(PASR) 

MMS USE I 

MMS LEASE. UNIT. 
METERING POINT 

1 SS103 
PLATFORM A 

I 
MMS USE 

PRODUCTION ALLOCATION 
SCHEDULE REPORT 

(PASR) 

J 

FOR 1LLUITMTIVC PURPOICl ONLY 
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Enclosure 3 

A. ASSIGNED NUMBERS AND CODES 

Code Description type 

09 

16 

Sales - Not Subject to Royalty 
This code is used to report that portion of sales 
upon which royalty is not due and is not reported 
to AFS. Use this code on the OGOR-B. API GRAVITY/ 
BTU data are not allowed. METERING POINT is re- 
quired to be entered. This code may be used on 
OGOR-C as an ADJUSTMENT CODE. 

Pipeline Drip/Scrubber Production 

This code is used when small liquid volumes are 
recovered from a wet gas stream -during transpor- 
tation and rights to liquids are retained by the 
lessee but volumes are not reported on the GPOR. 
METERING POINT and API GRAVITYiBTU data are 
required to be entered. This code is reported on 
OGOR-B ONLY. 


