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GENERAL STATEMENT

The Minerals Management Service (MMS) is responsible for offshore minerals
leasing and lease management under the O0CS Lands Act and other statutes and

for collection and distribution of mineral revenues from Federal onshore and
offahore leases and, in most instances, leases on Indian lands pursuant to

the Federal 0il and Gas Royalty Management Act and a variety of mineral leasing
acts.

Comparison of 1987 Estimate with 1986 Estimate

(Dollar amounts in thousands)

Inc. (+)
or
FY 1986 FY 1986 Dec. (-) Perm.
Enacted Adjusted FY 1987 from Employ.

to Date  Approp. Estimate Enacted 12/31/85

Minerals and
Royalty Management 1/ ($) 167,010 159,829 160,100 -6,910 1,929
(FTE) (2,066) (2,066) (2,015) (-51)

Payments to States from
Receipts under Mineral

Leasing Act ($) 574,391 574,391 2/ 551,486 -22,905 —
(FTE) (—) (-=) (== (--)

Total, MMS (§) 741,401 734,220 711,586  -29,815 1,929
: (FTE) (2,066) (2,066) (2,015) (-51)

The major missions of the programs included in the appropriation "Minerals and
Royalty Management” are: (1) To manage the leasing of oil and gas and other
minerals on offshore areas under the jurisdiction of the U.S. Government;

(2) to classify and evaluate the energy and nonenergy mineral resources of
those areas; (3) to supervise mineral development and production operations on
leased 0CS lands; and (4) to collect and distribute revenues due the Federal
Government, States, and Indian Tribes from all onshore and offshore mineral
leases.

1/ Reflects proposal to change title from “Leasing and Royalty Management"” to
"Minerals and Royalty Management.”

9/ Includes $23.9 million in total obligations that are to be sequestered by

= p.L. 99-177. The $23.9 million will not be paid during 1986, but will
remain in the account and will be available at a future date to the extent
permitted by law.
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The appropriaction "Payments to States from Receipts under Mineral Leasing Act”
provides States with a statutory share of bonuses, rentals, and royalties
collected by the Federal Government for minerals produced on onshore Federal
lands. Total receipts have been reduced, prior to any allocation, to reflect
the cost of collecting and distributing these revenues. This appropriation

also provides for interest to be paid to States and Indian accounts when mineral
leasing revenues due them are not disbursed within the timeframes established
by the Federal 0il and Gas Royalty Management Act of 1982,

The programe and miesions of the Minerals Management Service are conducted
by the major components shown in the organizational chart on page MMS-3.

Highlights of the 1987 Request

The proposed funding level represents a total decrease of $6.91 million from
the 1986 enacted amount in the Minerales and Royalty Management appropriation
and a $22.91 million decrease in the appropriation for Payments to States

from Receipts under Mineral Leasing Act. These amounts are toughly the same

as the amounts proposed to be sequestered in 1986 pursuant to P.L. 99-177.
Program changes totalling a net decrease of $5.59 million and 33 FIE are
proposed in the OCS Program and a $2.20 million reduction is proposed in
Royalty Management. In addition, a decrease of $0.78 million and 18 FIE to
continue the Administration's initiative of reducing the costs of management
and support activities throughout the Executive Branch 1s proposed. These
decreases are partially offset by a base increase of §0.83 milliom for rental
of office and other facilities space and an increase for the headquarters office
consolidation which is also $0.83 million. The program changes are highlighted
below by appropriation.

Minerals and Rovalty Management

Quter Continental Shelf Lands

Due to decreased activity by industry and the proposed 3-year 0il and Gas
Leasing Schedule, a reduced workload ie projected for the oil and gas leasing
program in 1987. This allows for proposed decreases in the Leasing and Environ-
mental Program (B FTE and $0.29 million), the Environmental Studies Program
($4.24 million), and the Resource Evaluation Program (20 FTE and $0.73 million).
A reduced level of contractual effort in the Strategic and International
Minerals Program is proposed for a decrease of $0.45 million. These decreases
are partially offset by a proposed increase of $0.90 million for geologic

and geophysical data acquisition. More efficient utilization of personnel

and program resources acquired through experience and programmatic initiatives
will allow a reduction of 5 FTE and $0.18 milljion in resources needed to

oversee offshore development and production operations. By reducing the

range of topics addressed in the Technology Assessment and Research Program

and the number of reports in the 01l and Gas Information Program, two decreases
are proposed totalling $0.60 million.

Royalty Management Program

The 1987 request reflects continued implementation of the Management Action

Plan that was published in April of 1985. Full funding for the Royalty-In-Kind
Program is also provided, as the program is now charging administrative fees to
the buyers for this service. Decreases of $1,50 million for computer operations
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and maintenance and $0.20 million for computer leasing costs are proposed due
to the reimplementation of the Auditing and Financial System (AFS) from
minicomputers to a new mainframe computer. Additionally, the nonrecurring
1986 hardware and software costs to eatablish an informatlon access system
for States and Indians will not be required in 1987, resulting in a proposed
decrease of $0.50 million,

General Administratiomn

An increase of $0.83 million 1s proposed to improve administrative efficiency
by consolidating the Virginia staff into a single location. This comsolidation
will eliminate the communication problems and numercus other inefficiencies
attributable to having headquarters staff located in five widely separated
offices.

Payments to States from Receilpts under the Mineral Leasing Act

The Minerals Management Service 1s responsible for the collection and distri-
bution to the States of a share of bonuses, royalties, and rentals from the
leasing of onshore Federal mineral resources in accordance with applicable
laws. Payments to the States in 1987 are estimated to total $550.69 million,
a decrease of $23.,7]1 million from 1986.

The 1987 request proposes that the cost of Federal onshore mineral leasing
programs and activities be deducted from receipts before revenues are distri-
buted between the States and the Treasury. This will ensure that the benefi-
claries of receipts from Federal onshore mineral leasing will share in the
net, rather than the gross, returns from mineral leasing activities. Enact-
ment of the proposal will increase Treasury receipts by $53.46 million in
1987, thereby helping to decrease the Federal budget deficit.

A new budget activity, Interest on Late Payments, is proposed to provide for
payment of interest to States and Indian accounts when mineral leasing receipts
are not disbursed by the dates prescribed by the Federal 011 and Gas Royalty
Management Act of 1982. Funding needed for these payments is estimated at
$0.80 million in 1987.

Authorizations

The basic authorizing legislation for the Minerals Management Service includes
the OCS Lands Act of 1953 (43 U.S.C. 1331-43); the OCS5 Lands Act Amendments

of 1978 (43 U.S.C. 1801); the Mineral Leasing Act of 1920, as amended

(30 U.S.C. 181, et seq.), and the Federal 0il and Gas Royalty Management Act
of 1982 (30 U.S.C. 1701, et seq.)

MMS-6






Appropriation Summary Statement
Minerals Management Service
Appropriation: Minerals and Royalty Management

This is the annual operating appropriation that enables the Service to carry out
its responsibilities of: implementing the 5-year OCS 011 and Gas Leasing Schedule
approved in July 1982 and developing the next 5-year schedule; supervising
pre-lease resource and environmental activities, and the expleration for and
production of leasable energy and mineral commodities on the Outer Continental
Shelf (0CS) lands; classifying and evaluating the energy and strategic and
critical mineral resources of the OCS lands; performing enviroomental assess-—
ments to ensure compliance with the National Environmental Policy Act (NEPA);
and collecting, depositing, and distributing royalties and other mineral
revenuesg due the Federal Government, States, and Indian Tribes on all onshore
and offshore leases. The 1987 appropriation request for these activities

totals $160,100,000. This total represents a decrease from the 1986 enacted
appropriation of $6,910,000 and a decrease of $6,954,000 from the 1987 base.

A summary of the program changes proposed from the base for 1987 1s provided
below:

Outer Continental Shelf Lands: (-$5,587,000, =33 FTE)

This budget activity funds the Offshore 0il and Gas Leasing and Environmental,
Resource Evaluation, and Regulatory Programs which accomplish: (1) performance
of environmental assessments to ensure compliance with the National Environmental
Policy Act {(NEPA) and oil spill trajectory analyses to support the leasing
program; (2) conduct of lease sales; (3) classification of OCS lands for resource
potential for oil, gas, and strategic and critical minerals; (4) evaluation of
tracts offered for lease by competitive bidding; (5) assurance that the Govern-
ment receives fair market value for leased lands through determination of bid
adequacy; (6) regulation and supervision of leasable mineral prospecting,
development, and production operations on the OCS lands; (7) conduct and
maintenance of an inventory of oil and gas activities; and (8) providing
information concerning oll and gas activities to affected State and local
governments. Additionally, funding is provided for examination of possible
strategic and critical mineral leasing and for resource evaluation activities

on the 0CS and in the Exclusive Economic Zone (EEZ). MMS's activities related

to strategic and critical minerals are coordinated with and draw directly upon
work carried out by the U.S. Geological Survey and the Bureau of Mines.

Program changes, resulting in a net decrease of $5,587,000 are distributed as
follows:

-— Leasing and Environmental Program. Staffing reductions due to a
projection of reduced workload (-8 FTE and =$291,000) and a reduced
funding level for environmental studlies (=$4,237,000),

—— Resource Evaluation Program. Staffing reductions resulting from a
projection of decreased activity in olil and gas leasing (-20 FTE and
~§727,000); a reduced level of effort in the Strategic and International
Minerals Program (-$450,000); and an increase for geologic and geo-
physical data acquisition (+$900,000).
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== Regulatory Program. Increased efficiency in regulating offshore
operatione (-5 FTE and $182,000); reduction in the range of topics
for technology assessment and research studies (-$300,000} and
reduction in the number of information products (-$300,000),

Royalty Management: (-$2,200,000)

The Royalty Management Program provides accounting, auditing, and compliance
activities for royalties, rentals, and bonuses owed the Federal Government,
States, and Indian lessors from minerals produced on Federal onshore, Indian,
and OQuter Continental Shelf Lands., The foundation of the program i1s the
three automated revenue and production accounting systems supported by a

variety of auditing programs to better assure that revenues owed are properly
collected and disbursed.

Program decreases in Royalty Management are proposed for:

—— Systems Development and Operation. Savings in computer operations
and maintenance relative to AFS reimplementation on the mainframe
computer (-$1,500,000)}; second year savings in the cost of leasing
the new mainframe computer (-$200,000); and reductions in
hardware and software costs following initial development and
installation of the State and Tribal Support System (-$500,000).

General Administration: (+$833,000)

General administrative expenses provide for management, executive direction and
coordination, and administrative support. This includes such essential functions
as budget, financial management, personnel administration, procurement and
contract administration, property management, and information resource manage-
ment. The Offices of the Director and the iImmediate executive staff are provided
for in the Executive Direction subactivity. The Office of Administration and

the Administrative Service Centers are supported in the Administrative Operations
subactivity, while fixed operational costs, such as rental payments to GSA and
Federal and commercial telecommunications and postal expenses, are included in
the General Support Services subactivity.

The increase in General Adminstration is proposed for:
-=- General Support Services. Consolidate the number of MMS offices located

in Virginia into a single location (+$833,000). These costs are primarily
non-recurring in future years.

Management Reductions: (-5$783,000, -18 FTE)

Base reductions of $783,000 and 18 FTE are proposed to continue the efforts
to reduce the costs of management and support activities throughout the
Executive Branch of the Federal Government.

MMS-8



Appropriation Language Sheet

[LEASING] MINERALS AND ROYALTY MANAGEMENT

For expenses necessary for minerals leasing and environmental studies,
regulation of industry operations, and collection of royalties, as authori-
zed by law; for enforcing laws and regulations applicable to oil, gas, and
other minerals leases, permits, licenses and operating contracts; and for
matching grants or cooperative agreements; including the purchase of not
to exceed 8 passenger motor vehicles for replacement only; [$168,018,000,
of which not less than $45,260,000 sghall be avallable for royalty manage-
ment activitieg Including general administration: Provided, That
notwithetanding any other provision of law, when in fiscal year 1986 and
thereafter any permittee provides data and information to the Secretary
pursuant to section 1352(a)(1)(C)(1ii) of title 43, United States Code,
the Secretary shall pay only the reasonable coet of reproducing such
data and information: Provided further, That notwithstanding any other
provision of law, funds appropriated under this Act shall be available
for the payment of interest in accordance with 30 U.S.C. 1721(b) and (d).]
$160,100,000: Provided that in fiscal year 1987 and thereafter, the
Minerals Management Service is authorized to accept land, buildings,
equipment and other contributions, from public and private sources,
which shall be available for the purposes provided in this account and
shall be avallable until expended: Provided further, that notwithstanding
any other provision of law, $125,000,000 shall be deducted from Federal
onshore mineral leasing receipts prior to the division and distribution
of such receipts between the States and the Treasury and shall be credited
to miscellaneous receipts of the Treasury. (30 U.S.C. 181 et seq.,

1701 et seq.; 43 U.S.C. 1331 et seq., 1801-1802; Department of the
Interior and Related Agencies Appropristions Act, 1986, as included
in Public Law 99-190.)
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Justification of Proposed Language Changes

Minerals and Royalty Management

Deletion: "Leasing” from the title of the appropriation.

The word "Leasing” 1s restrictive and not fully descriptive of the
missions of the Service. The Minerals Management Service ie responsible
not only for leasing, but also for resource evaluation, environmental
studies and assessments, prelease geological and geophysical permitting,
and regulation of operations on offehore leases, including technology
assessments.

Addition: “Minerals” to the title of the appropriation.

This addition better describes the range of responsibilitiees and all
of the activities of the Minerals Management Service.

Deletion: "of which not less than $45,260,000 shall be available
for royalty management activities including general administration:”

This internal limitation of the funds appropriated ie unnecessary
since royalty management activities are earmarked for a specific
amount through the Royalty Management budget activity.

Deletion: "Provided, That notwithstanding any other provision of
law, when in fiscal year 1986 and thereafter any permittee provides
data and information to the Secretary pursuant to Section 1352(a)
(1)(Cc)(111) of title 43, United States Code, the Secretary shall
pay only the reasonable cost of reproducing such data and
information:”

This provision is effective each fiscal year after enactment of
the FY 1986 appropriation. Thus, it does not need to be repeated
in the FY 1987 appropriation language.

Deletion: “Provided further, That notwithstanding any other
provision of law, funds appropriated under this Act shall be
available for the payment of interest in accordance with 30 U.S.C.
1721 (b) and (d).”

Language for this provision is being requested in FY 1987 in the
Payments to the States approprilation.

Addition: "Provided, That in fiscal year 1987 and thereafter, the
Minerals Management Service is authorized to accept land, buildings,
equipment and other contributions, from public and private sources,
which shall be available for the purposes provided in this account
and shall be available until expended:”

The Minerals Management Service performs many services which benefit

private sources and State and local governments (e.g., South Central
Coast Cooperative Aerometric Monitoring Program (SCCCAMP) and
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negotiated air quality rulemaking), as well as the Federal Govern-—
ment. In order to continue to provide beneficial services within
reduced funding levels, the MMS will negotiate for funds from the
beneficiaries of those services. This language will allow MMS to
accept those funds.

Addition: "Provided further, That notwithstanding any other provision

of law, $125,000,000 ghall be deducted from Federal omshore mineral
leasing receipts prior to the division and distribution of such receipts
between the States and the Treasury and shall be credited to miscellaneous
receipts of the Treasury.”

Beginning in FY 1987, the Administration proposes that the relevant
onshore mineral leasing costs of the MMS, the Bureau of Land Management,
and the Forest Service be deducted from Federal onshore mineral leasing
receipts before such receipts are distributed between the Treasury and
the States. Historically, the States have shared in gross receipts
from the onshore minerals program without taking into account the
Federal costs of obtaining and distributing these receipts. States
receive at least fifty (50) percent of the receipts from onshore
mineral leasing, but this percentage is now proposed to be based on
net receipts after deducting the cost of program management. This
formula represents an equitable distribution of the receipts remaining
after paying the Federal costs necessary in obtaining those recelpts.

MMS-11



Appropriation Language Citations

Minerals and Royalty Management

1. For expenses necessary for minerals leasing and environmental gtudies,
regulation of industry operations, and collection of royalties, as
authorized by law.

30 U.5.C. 181 et seq.

30 U.S.C. 181 et seq. provides for classification and leasing of coal,
oil, oil shale, natural gas, phosphate, potassium, sulfur, and sodium and
the payment of bonuses, rents, and royalties in such leases.

30 U.8.C. 1701 et seq.

30 U.S8.C. 1701 et seq. provides for comprehensive fiscal and production
accounting and auditing systems to accurately determine oll and gas royalties,
interest, fines, penalties, fees, deposits, and other payments owed and to
collect such amounts in a timely manner.

43 U.8.C., 1331 et seq.

43 U.5.C. 1331 et seq. extended the jurisdiction of the United States to the
Outer Continental Shelf; provided for granting of leases to develop offghore
energy and minerals; and provided for bonuses, rents, and royalties to be
pald in connection with such leases.

43 U.5.C. 1801

43 U.S8.C., 1801 establishes a policy for the management of oil and gas in the
Outer Continental Shelf and development of environmental studies for lease
sale areas and 5-year leasing programs.

43 U.S.C. 4321-4347

43 U.S.C. 4321-4347 provides congressional declaration of a national environ-
mental policy.

2. for enforcing laws and regulations applicable to oil, gas, and other
minerals leases, permits, licenses and operating contracts.

30 U.s.C. 189
30 U.S.C. 1B9 empowers the Secretary of the Interior to prescribe necessary

and proper rules and regulations to carry out the purposes of this chapter
(Title 30 - Mineral Lands and Mining).
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43 U.5.C. 1334(a){(1)

43 U.S.C. 1334(a)(l) provides that "The Secretary shall administer the
provisions of this subchapter relating to the leasing of the COuter
Continental Shelf, and shall prescribe such rules and regulations as may
be necessary to carry out such provisions....”

3. and for matching grants or cooperative agreements.

43 U.5.C. 1331-1343 43 U.5.C. 1801,
30 U.5.C. 1701, et seq.

This provision was included in the appropriation language in the 1984 and
1985 fiscal year budgets.

4. 1including the purchase of not to exceed 8 passenger motor vehicles for
replacement only.

31 U.S8.C. 638a(a)(b)

31 U.S.C. 638a(a) provides that "Unleaa specifically authorized by the appropria-
tion concerned or other law, no appropration shall be expended to purchase or
hire passenger motor vehicles for any branch of the Government....”

5. §160,100,000: 1In fiscal year 1987 and thereafter, the Minerals Management
Service is authorized to accept land, buildings, equipment and other contri-
butions, from public and private sources, which shall be available until
expended.

No specific authority

This provision is proposed to allow the Minerals Management Service to accept
funds from State governments and industry when services performed by MMS
are mutually beneficial (e.g., negotiated rulemaking).

6. Provided, that notwithstanding any other provision of law, $125,000,000
shall be deducted from Federal onshore mineral receipts prior to the
division and distribution of such receipts between the States and the
Treasury and shall be credited to miscellaneous receipts of the Treasury.

No specific authority
This provision is proposed by the Administration to assure that States share

the actual net return to the Government after taking into account the Federal
costs of reallzing and distributing the receipts.
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Justification of Adjustments to Base

Minerals and Royalty Management

Adjustment for FY 1986 P.L. 99-177 B.A. CancellationS....... ==

The Balanced Budget and Emergency Deficit Control Act of
1985 (P.L. 99-177), requires a 4.3 percent reduction in
non-exempt programs in FY 1986. Since the 4.3 percent
reduction applies to FY 1986 only, this adjustment is made
to allow a more comparable basis for showing program changes
from FY 1986 to FY 1987.

Increase in Rental Payments to GSA..eivesecncaccvtncsnncnncs —

The base amount of $6,539,000 provided in the FY 1986 approp-
riation for rent was compared with the FY 1987 estimate of
$7,366,000. The increase of $827,000 from FY 1986 results
primarily from two factors. First, there is an increase in
estimated FY 1986 costs of $622,000., This is caused mainly

by increases in space costs in Golden, Colorado, and Lakewood,
Colorado, for space occupied by the Royalty Management Program;
and increased costs of office space in Metairie, Loulsiana,
that resulted from a GSA directed office relocation. Second,
there is a net bureauwlide increase of $205,000 in FY 1987 rent
costs.

SaVingS from Management Initiatives--------.ooanu--.----a-oon- -18

This adjustment reflects the MMS portion of the Administration's
initiative to reduce the costs of management and support activities
throughout the Executive Branch.

MMS—-16
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(5000)
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Activity Summary

Activity: OQuter Continental Shelf (0CS) Lands

(In thousands of dollars)

FY 1986 FY 1986 Inc.(+)
Appro- Adjusted Dec.(-)
FY 1985 priation Appro- FY 1987 FY 1987 from
Subactivity Actual Enacted priation Base Estimate Base
Leasing & Environ-
mental Program 42,386 43,660 41,783 43,660 39,132  -4,528
Resource Evaluation
Program 26,031 24,004 22,972 23,736 23,459 =277
Regulatory Program 30,392 31,902 30,530 31,720 30,938 -782
Total 98,809 99,566 95,2§§ 99,116 93,529 -5,587

CIY

—t

The Outer Continental Shelf (0CS) Lands budget finances the sale and award of
energy and mineral leases and regulation of exploration, development, and
production on Federally-leased OCS lands. The budget for the program is
described in three subactivities entitled: Leasing and Environmental Program,
Resource Evaluation Program, and Regulatory Program. This division is a useful
deseription of the major activities of the Minerals Management Service on the
Outer Continental Shelf Lands, and each subactivity represents an integral
component: of a highly coordinated program. OCS program activities are conducted
pursuant to the OCS Lands Act, the OCS Lands Act Amendments of 1978 (OCSLAA),
the National Environmental Protection Act (NEPA), the Coastal Zone Management
Act (CZMA), and other relevant statutes.
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Justification of Program and Performance

Activity: Outer Continental Shelf Lands
Subactivity: Leasing and Envirommental Program
(Dollar amounts in thousands)
FY 1986 FY 1986 Inc, (+)

Program Enacted Adjusted FY 1987 FY 1987 Dec. (=)
Elenments to Date Appropriation  Base Estimate from Base
Leasing and

Environmental ($) 16,458 16,458 16,167 -291

Assessment (FTE) (356) (356) (348) (-8)
Environmental ($) 27,202 27,202 22,965 ~4,237

Studies (FTE) (=) (=-) (-=) (--)
Total (%) 43,660 41,783 43,660 39,132 -4,528

Requirements (FTE) (356) (356) (356) (348) (-8)
Gramm-Rudman-Hollings Impact

(In thousands of dollars)
FY 1986 FY 1986
Enacted P.L. 99-177 Adjusted

Subactivity to Date Reduction Appropriation
Leasing and Environmental

Program 43,660 -1,877 41,783

As a result of the reductions mandated in the Balanced Budget and Emergency
Deficit Control Act of 1985 (P.L. 99-177), the following actions may be taken:

o The Environmental Studies effort will be reduced, particularly

in those areas where industry interest has declined.

Re-

maining Environmmental Studies funds will focus on those high
potential areas, areas in which insufficient data exist, and
areas where industry interest has been expressed,

o Staff levels will be reduced through attrition, in anticipation
of lower budgeted FTE levels in FY 1987, especially in those
functional areas that are affected by reduced industry interest.

o ADP enhancements of mapping systems and replacement of antiquated
ADF equipment will be delayed.
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Authorizations

43 U.S.C. 1331-1343 The Quter Continental Shelf Lands Act of 1953, as

P.L.
P.L.

83-212 and amended, extended the jurisdiction of the United

93-627 States to the Quter Continental Shelf and pro-
vided for granting of leases to develop offshore
energy and minerals.

43 U.S.C. 4321, 4331- The National Environmental Policy Act of 1969

4335, 4341-4347 required preparation of environmental impact state-

P.L. 91-190 ments for Federal projects having a significant
effect on the environment.

43 U.S.C. 1801 The Outer Continental Shelf Lands Act Amendments of

P.L. 95-372 1978 established a policy for the management of oil

and gas in the Outer Continental Shelf and required
revigion of bidding systems and lease administration,
coordination and consultation with affected State
and local governments, development of environmental
studies for lease sale areas, and development of a
5-year leasing program.

Leasing and Environmental Assessment

Objectives

Long Term

¢ Implement the 5-Year OCS 0il and Gas Leasing Schedule.

o Insure informed decisionmaking and compliance with the Netional
Environmental Policy Act (NEPA) and other statutes in support
of the OCS Leasing and Regulatory Programs, including the performance
of oilspill risk analyses and environmental and socioeconomic
studies.

o Implement and refine procedures for the conduct of a strategic and
critical minerals leasing program.

o Issue leases as quickly as possible after each lease sale to ensure

early receipt of revenues.

Specific 1987 Objectives

0

Complete all major prelease planning milestones on oil and gas
lease sales in progress during the fiscal year.

Conduct 7 0il and gas lease sales.
Continue to improve knowledge base for possible OCS o0il and gas and
strategic and critical mineral leasing through environmental and other

studies.

Issue the next 5—year OCS Oil and Gas Leasing Schedule.
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Base Program

The primary functions of the Leasing and Environmental Assessment Program are:
(1) To develop an 0CS 0il and gas leasing program which indicates as precisely
as possible the schedule of lease sales which will best meet national energy
needs for the 5-year period following its approval; (2) to manage and directly
aupport the 0OCS oil and gas leasing activities, which for each sale begins

with the Call for Information and Nominations, continues through the preparation
of draft and final Environmental Impact Statements (EIS's) and Secretarial Issue
Documents (SID's) and other decision documents, and ends with the conduct of

the sale and the issuance of leases; and (3) to review and assess the environ-
mental impacts associated with permits issued under the Resource Evaluation

and Regulatory Program subactivities. Active coordination of the oil and gas
leasing program with other Federal agencles, and active consultation with
affected State and local governments and the public occurring throughout the
development of the schedule and leasing process, are major tasks of this program.
Additionally, the activities required to develop OCS strategic and eritical
minerals leasing procedures and expand the information base for potential

future minerale development in the Exclusive Economic Zone (EEZ) will continue,
and the viabllity of strategic and critical minerals lease sales will continue
to be studied and evaluated.

Leasing

0il and Gas Program: The OCS 0il and Gas Leasing Program, while accomplishing
its objectives, also supports the Administration's goals of reducing the Nation's
reliance on foreign oil sources, enhancing national security, and strengthening
the Nation's economy. OCS oil and gas production currently provides approxi-
mately 12 percent of 0il and 21 percent of gas of domestic production.

Federal budget benefits which result from the 0CS Leasing Program are the bonuses
and rents paid for leases and royalties from subsequent production. Approxi-
mately $5.5 billion were received in FY 1985 and approximately $5.3 billion is
estimated to be collected in FY 1987. Of this amount, royalty receipts from
producing OCS leases are estimated to be $3.6 billion in FY 1987.

Under the OCS Lands Act, the Secretary of the Interior must develop a 5-year
OCS o0il and gas leasing program that indicates as precisely as possible the
size, timing, and location of leasing activity for the 5-year period following
approval. In FY 1987, it is anticipated that the last steps leading to the
issuance of the next 5-year OCS o0il and gas leasing program will be taken.

The Secretarial decision process for and issuance of the Proposed Final Program
{PFP) are scheduled for FY 1987. The PFP will be submitted to the Congress

and the President for 60 days, after which the Secretary can give final
approval to the new program and a document explaining the new program can be
prepared and distributed.

The schedule is a planning document. The specific size, timing, and location
of lease pales are determined through the prelease process, the major steps of
which are shown on Figure 3.

To support the 5-Year OCS 0il and Gas Leasing Schedule, the Minerals Management
Service must complete a number of major steps in the leasing process, described
below in chronological order. These activities rely both on environmental
assessment and environmental studies data produced in this subactivity, on
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CHRONOLOGY OF THE OCS LEASING PROCESS

Coll for Information
and
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Fig_ur‘e 3
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basic and interpretive data and outputs produced by programs within the Resource
Evaluation subactivity, and on results of consultations with States and other
Federal agencies. The 5-year program currently under development may result

in modifications of these steps; in particular, there may be supplemental

steps for specific sales because of conditions specific to those sales. For
example, there may be a step preceding the Call for Information and Nominations
for those sales (if any) on the schedule for which relatively low value brings
into question whether the leasing process should be initiated. Such a step
would allow evaluation under the then current economic and cother conditions.
Current major steps are:

The Call for Information and Nominations: Response to this Federal Register
publication provides a basis for making the Area Identification which determines
the area to be analyzed in National Environmental Policy Act (NEPA) documents
as the proposed lease sale. It solicits nominations by industry on specific
portions of the planning area which they believe have potential for discovery
of oil and gas and priority ranking of those areas. It also invites comments
by States, local governments, and other parties regarding areas or topics of
concern that should be considered in defining the sale proposal and in further
steps in the leasing process. The detaliled information from industry and
other respondents provides an opportunity for early balancing of hydrocarbon
potential with significant environmental concerns. Also solicited in the Call
is information on potential coastal zone management (CZM) conflicts associated
with future exploration and development and production proposals. These
concerns are addressed in the NEPA process for the individual sales. The Call
typically opeas all or most of an entire planning area for consideration and
highlights the area having hydrocarbon potential as determined directly from
work carried out by the Resource Evaluation staff. A Notice of Intent to
prepare an Enviroanmental Impact Statement (EIS) is published in the Federal
Register as a companion to the Call and includes information regarding the
initiation of the NEPA process including, when available, the date and location
of the public meetings for EIS scoping.

Area Identification: Following the Call for Information and Nominations, the
area that is believed to have potential for commercial production of oil and
gas is Identified from information collected through the Call for Information
and from resource estimates and economic analyses developed by the Resource
Evaluation program staff. This Area of Hydrocarbon Potential is considered
along with information from the Call, and then the area to be proposed for
leasing and to be analyzed in the NEPA document is identified.

Where a State or other major users identify conflicts which exist with other
uses for any area, attempts are made at early resolution. If such areas do
not meet essential tests of potential energy value and pose significant
multiple-use conflicts, they may be removed from further consideration. Early
consultation with States and other affected parties may yield possible mitiga-
ting measures that can be analyzed in the NEPA document and be considered in
the decision process for the specifie sale.
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National Envirommental Policy Act (NEPA) Process: This process is more fully
described in a following section entitled Environmental Assessment but is
briefly described here since it is an integral part of the leasing process.

The process consists of the preparation of a draft and final EIS and related
public hearings and may begin as early as a year before the Call for Informa-
tion and Nominations with the development of general descriptive material on
the planning area. Environmental and sociceconomic modelling efforts must be
planned and information needs identified during this early phase. Usually this
preliminary analysis occurs before detailed, lease-sale specific information
and resource estimates are available.

The information that is developed during the NEPA process is carried torward
during preparation and review of the Secretarial Issue Document (SID) and
proposed and final Notices of Sale. The NEPA documents contain a detailed
analysis of the potential environmental, economic, and social effects of the
proposal based om resource estimates and development scenarios formulated by
the Resource Evaluation Program. Additionally, the preparation of NEPA
documents identifies information needs that the Environmental Studies Program
can later satisfy for use in postlease activities or subsequent sale
processas.

A Draft Envirommental Impact Statement (DEIS) is filed with the Envirommental
Protection Agency (EPA) and released for public review about 8 months after the
Area Identificatiom.

Public Hearings are usually held 30 to 45 days after the DEIS is released to
allow additional opportunity for interested individuals and groups to comment
and provide information prior to the preparation of the final EIS.

Minerals Management Service considers all of the comments provided during the
public review, revises the DEIS as appropriate, and releases a Final EIS and
a Proposed Notice of Sale (discussed below) approximately 5 months after the
Public Hearings.

The Lease Sale Decision Process is comprised of several critical elements.
First, a Secretarial Issue Document (SID) and a companion decision memorandum
are prepared summmarizing the findiangs of the planning work, such as resource
potential, economic benefits, and bidding systems (derived from the Resource
Evaluation Program subactivity); risks to the marine, coastal, and human
environment derived from the EIS; a consideration of the potential for confliets
with State Coastal Zone Management Programs; and the views of governors and
local governments of affected States and other Federal agencies as reflected
in comments in response to the Call for Information and Nominations and on

the DEIS. Consideration and analysis of State views is facilitated by
consultation with State representatives. Second, based on the Secretarial-
level decision, a proposed Notice of Sale is prepared, which contains all of
the terms and conditions, including bidding systems and stipulations, proposed
for the lease sale. Third, the proposed Notice is sent to the governors of
the potentially affected coastal States for their comments (required by
Section 19 of the 0CS Lands Act) and is published in the Federal Register

for public review.
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In addition, Section 8(g) of the OCS Lands Act requires notification of a
governor of any tract that is to be offered for lease that is located within
three miles of the State's seaward boundary. The governor is provided with
information on the proposed sale area such as the leasing schedule, geophysical,
geological, and ecological characteristics, and estimates of the oil and gas
resources. Much of this information is developed in the Resource Evaluation
Program subactivity. In addition, prior to the decision process for the proposed
Notice of Sale, detailed maps are produced of each block in the sale which

will be subject to Section 8(g). This entails archival research into the
State/Federal boundary history, mathematical computations, and mapping of both
the State's seaward boundary (split block) and the 8(g) zone seaward line.

Also, diagrams are reviewed by the affected State{s) which can require additional
technical negotiations before both parties agree.

Under Section 8(g), the governor of each affected State must be provided with an
opportunity to enter into an agreement with the Federal Govermment concerning
disposition of revenues which may be generated by a Federal lease of a tract
with common oil and gas pools with State submerged lands. This offer is made
concurrent with the decision process on the Proposed Notice of Sale.

State/Federal boundary disputes can also cause extensive mapping and associated
data collection efforts. The Alaska Federal/State Boundary Project is an
interagency, cooperative project which provides technical data to assist in
establishing the Federal-State boundary around the State of Alaska. The boundary
will delineate the offshore lands administered by the Federal Goverament from

the submerged lands administered by the State.

In addition to receipt of State comments on the proposed Notice of Sale,
extensive negotiations may be carried out with State officials regarding terms
and conditions of the lease sale, especially tracts to be offered and applicable
stipulations. The comments of the governors, and any Federal agencies or other
parties commenting on the Proposed Notice, are reviewed, analyzed, and
summmarized in a Final Decision Memorandum, along with late arriving data or
information for a final Secretarial decision on size, timing, location, terms
and conditions of the sale. This decision is reflected in the Final Notice of
Sale, which is published in the Federal Register at least 30 days prior to the
lease sale. In addition, the Secretary respcends to Governors' comments on the
Proposed Notice of Sale and explains his rationale for either accepting or
rejecting them.

Lease Sale and Issuance of Leases: The lease sale is held for the purpose of
publicly opening the sealed bids that have beea submitted on tracts listed in
the Notice. Bidders are required to submit one-fifth of their bonus bids at

the time of the sale, as well as the first year's rental. At the sale, no
decisions are made concerning which high bids will be accepted. Evaluation of
high bids leads to decisions to accept or reject high bids and to offer leases
to successful (acceptable) bidders; this occurs within 90 days of the sale
except under specilal circumstances. Although persounel in the Leasing and
Environmental Program subactivity develop the decision material, personnel in
the Resource Evaluation Program subactivity perform the bid-adequacy evaluation.
Leases are offered to successful bidders who have 11 business days to accept and
pay the remaining four-fifths of the bonus bid, as well as the first year's
rental on the lease.
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Throughout the life of the lease, any adjudication and maintenance of leases is
the responsibility of the Leasing and Environmental Program etaff. This
includes developing and updating bidder qualification filee and lease records
and processing of lease assignmente and relinquishments. All rents on un-
developed leases beyond the first year, and royalties on producing leases,

are collected and accounted for by the Royalty Management Program.

In addition to major elements of the OCS leasing process described above, the
process includes other significant activities. The OCSLAA requires consultation
by Minerale Management Service with affected States and other interested

parties on all aspecte of leasing, exploration, development, and production of
the regources on the 0CS. This requirement is partially fulfilled through

the activities of the OCS Advisory Board, which is composed of: (1) A Policy
Committee; (2) Regional Technical Working Group Committees; and (3) a Scilentific
Committee. The Policy Committee, which meets two or three times each year,
includes representatives of the Governors of all coastal States, various Federal
agencies, and the private and public sector, and provides policy advice to the
Secretary on various aspects of the OCS Program.

Six Regional Technical Working Group Committees, which operate at the field
level and meet as needed during the year, provide advice to the Director on
technical questions and issues relating to OCS activities. Membership totals
about 110-120 technical level representatives of coastal States, Federal
agencies, and members of the private and public sector.

The Scientific Advisory Committee is composed of 15 scientists, each selected
on the basis of technical expertise in a discipline of importance to the Envir-
onmental Studies Program., The Committee meets three times each year and advises
the Director on the feasgibility, appropriateness, and scientific value of the
OCS5 Environmental Studiee Program described later in this document.

Consultation is carried out throughout the leasing process with Federal agencies
such as the Department of Defense (DOD), the National Aeronautics and Space
Administration (NASA), the Coast Guard, the Fish and Wildlife Service, and the
National Oceanic and Atmospheric Administration regarding potential multiple-use
conflicts within a proposed sale area. The Department of the Interior has a
formal Memorandum of Agreement with DOD providing for consultation and resolution
of joint use conflicts prior to leasing. Similar approaches are used with NASA
and the Coast Guard, although no formal agreements exist.

Strategic and Critical Minerals Program, Including EEZ. Exploratory studies
for possible future sales for critical and strategic minerals are conducted.
Decisions on what, if any, commodities to offer will be based on work carried
out under Cooperative Agreements with States, the results of participation in
workshops and conferences on related topics, and indications of industry
interest. The planning stage will begin with a Federal Register Notice of
Intent to prepare an EIS, which will solicit comments to help design the
proposal. A Draft EIS, hearings, and Final EIS would follow. Next, a Federal
Register Notice of Preliminary Terms and Conditions would solicit comments

on possible lease terms and conditions, such as sale configuration, bidding
system, etc. After receiving comments, decision material would be prepared,
decisions made, and a Notice of Sale would be published in the Federal Register.
Comments from affected States and others would be solicited through the Notice
of Intent, draft EIS publication and hearing, and the Notice of Preliminary
Terms and Conditions.
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The planning, evaluation, and development of leasing procedures and the identi-
fication of potential and viable lease areas for strategic and critical commodi-
ties will be accomplished by joint Federal/State working groups. These working
groups will include interested Federal agencies and affected States.

Environmental Assessment.

0il1 and Gas Program. All OCS NEPA-related work, both prelease and postlease,
is accomplished within the Leasing and Environmental Program.

Prelease NEPA Process. As previously noted, this process may be started as
early as one year before the Call for Information and Nominations with the
development of general descriptive material. Following the Call for Information
and Nominations, the scope of the issues and alternatives to be addressed in the
EIS is determined.

Contacts with the public and various State and local governments are made by
Minersls Management Service staff and scoping meetings are held to assist in
identifying eignificant issues and alternatives to be analyzed in the EIS.
Additionally, the information gathered and developed during scoping assists in
the design of the sale proposal. When this is completed, the major work on
preparation of the EIS can begin.

One of the most useful and critical inputs to the prelease environmental
assessment process is the oil spill risk analysis. This is an environmental
wodelling technique which incorporates the best available physical oceanographic
and meteorological data; the estimated location and volumes of oil expected to
be produced and transported as a result of the lease sale; the location of
environmental resources {(e.g., fish spawning areas, recreational beaches, whale
migration routes, etc.); transportation routes; and the likelihood of accidents
based on past records. The model provides a measure of the likelihood of oil
spill occurrence, as well as the likely trajectories of spills in relation to
recreational and biological resources. To report model results, an oil spill
risk analysis report is prepared for each lease sale. The availability of
adequate environmental data, such as that on wind and ocean currents, is a
critical factor. The Environmental Studies Program provides for timely gathering
and analysis of these data as well as for examination of historical oil spill
and accident statistics. 0il resource estimates are provided by the Resource
Evaluation Program subactivity.

The need occasionally arises for special model runs to analyze issues raised
after completion of the EIS; for example, an issue raised by a State in response
to the Proposed Notice of Sale.

The development of mitigating measures appropriate to the pertinent environmental
concerns is another critical phase of the prelease NEPA process. Lease stipu-
lations and Information to Lessees clauses, which are implemented through work

in the Regulatory Program subactivity, are developed in conjunction with the
environmental analyses. These mitigating measures, in conjunction with the
existing regulatory framework, have proven to be an effective and economical
means of minimizing many potential environmental effects while allowing the
search for offshore oil and gas resources to proceed. Additionally, much
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of the analytical environmental work carried out at this stage provides back-
ground information that directly supports enviroomental analyses related to
review and permitting of postlease activities.

Pursuant to Section 7 of the Endangered Species Act of 1973, the Minerals
Management Service formally consults with the National Marine Fisheries Service
(NMFS) and/or the U.S. Fish and Wildlife Service (FWS), as appropriate, if the
proposed activity has the potential to affect an endangered or threatened
species or harm its critical habitat. The Minerals Management Service provides
NMFS/FWS with detailed background information on each lease sale and formally
Tequests consultations and "Biological Opinions™ on whether OCS mineral leasing,
exploration, and development in ah area will jeopardize the continued existence
of endangered or threatened species or destroy or adversely modity thelr h