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General Statement: 

MINERALS 

MANAGEMENT 


SERVICE 

FY 1997 PRESIDENT'S BUDGET 

The Minerals Management Service (MMS) provides major fiscal and energy 
benefits to taxpayers, Scates, and me.Indian community. The MMS' programs 
provide benefits ofnationalsignifiaince. In FY 1997, the MMS wilrl account for an 
estimated $5.1 hilligp in Federal receipts, including $4.0 biUion from OCS rents, 
bonuses, royalties~ and escrow payout and interest, and $1.1 billion in onshore 
receipts. From a taxpayer's perspective, that converts to $3.0 billion deposited to 
the Genera·I Fund of.the Treasury to pay for F edcral programs and reduce the 
deficit. Of lom/. signijiama1 are; $515 minion in mineral rcveGtJe payments made 
to onshore Scates, $900 million transferred to the National Park Service for the 
Land and Water Conservation Fund, $405 m·iillion credi.tcd to the Bl:lreau of 
Reclamation's Reclamation Fund, $40 mitlion to Indian Tribes, and $150 milHon 
transferred to the Historic Preservation Fund. Additionally, coastal States wiH 
receive $97 million in shared mineral reven1:1e receipts. 

Our Budget Resources 

FY 1997 proposed operating Appropriations 
dollars in thousands 

Rovakv and Offshore Minerals Manae:ement $182.994 
- -· 

Oil SoiU Research $6.440 

. Total $189.434- . 

The $189,434,000 proposed operating appropriation is the smaHest proposed 
appropriation request for MMS since 1990. This is even more significant when 
viewed in light of aU the additional responsibilities MMS has assumed over the 
last several years. 

} 
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General Statement 

Minerals Management Service 


The MMS was created based on recommendations by the Linowes Commission, an independent commission 
tasked with studying alleged improprieties in the Nation's royalty collection programs and alleged oil thefts of 
several hundred million dollars a year. The Commission recognized that theproper fiscal aaountability and 
managnnmtoftkpu/Jli&'s mineral nsouras neassitates an independentagmcy dwotedsolely to minmJ/s managm1ent. 

Consistentwith the recommendations ofthe Linowes Commission, as well as numerous other commissions 
and panels, the MMS was created on January 19, 19821 The MMS consolidated the formerly fragmented 
royalty management functions of the Department, as well as all Departmental offshore leasing and lease 
management functions and elevated those functions to a higher level ofmanagement focu~ and oversight. 

OVer the past decade, MMS bas developed systems, policies, and procedures co meet the mandates of the 
Federal Qi} and Gas Royalty Management Act, the OCS Lands Ace, and other statutes, as well as the 
expectations ofoversight organi7.ations and its constituents•. It has achieved signifieant program 
improvemencs in the areas ofmineral revenue accounting and compliance, and offshore policies. MMS 
colleccs and disburses $3-4bi/Ii"" annually in mineral nvenues and oveJSCCS over 24 percent and 15 percent of 
our Nation's natural gas and oil production, respectively. 

Mission 

MMS's mission statement reflects the recommendations of the Commission and its constituents: 

ti' The'MMS's primary responsibilities are to manage the mineral 
resources located on the Nation's Outer Contirieatal Shelf (OCS), 
collect revenue from the Federal OCS and onshore Federal and 
Indian lands, and distribute those revenues. 

ti' Moreover, in working to meet its responsibilities, the Offshore 
Minerals Management Program administers the OCS competitive 
leasing program and oversees the safe and environmentally sound 
exploration and production ofour Nation's offshore natural gas, oil, 
and other mineral resources. The MMS Royalty Management 
Program meets its responsibilities by ensuring the efficient, dme]y, 
and accurate collection and disbursement of revenue from mineral 
leasing and production due to Indian ttibes and allottces, States, and 
the U.S. Treasury. · 

ti' The MMS strives to fulflM its responsibilities through the genera] 
guid:ing principles of: (1) being responsive to the public's concerns 
and in.·terests by maintaining a dialogue with all potentially affected 
parties; and (2) carrying out its program with an emphasis on working 
t-0 enhance the quality oflife for all Americans by leading MMS 
assistance and expenise to econo!]iic development and environmental 
protection. 
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General Statement 

MM$ 
Where the Money Goes 

MMS operations will contribute approximate·ly 
$3 billion to the general fund of the U.S. 
Treasury. Approximately two thirds of this 
amount come from OCS operations. 

MMS will collect and disburse an estimated 
$615 million to 38 states. Wyoming rece·ives 
the single largest share, over $200 miHion. 

MMS will disburse approximately $40 million 
to Indian Tribes & allottees. MMS also 
monitors the transfer of approximately $130 
million from royalty payors directly to Tribes. .I 

\\ 

OCS gas and oil receipts ($900 million) provide 
almost all ofthe funding for the Land and Water 
Conservation Fund. 

The $150 minion in OCS gas and oil receipts are 
the sole source of funding for the National Historic 
Preservation Fund. 

In FY 1997 receipts from MMS activities will 
contribute approximately $405 miUion to the 
Bureau of Reclamation's Reclamation Fund. 

... ·­
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General Statement 

Major Activities 

The MMS has three major budget activities: the Royalcy Management Program (IUvfP), the OCS Lands 
Program (which are funded through the Royalty and Offshore Minerals Management (ROMM) appropriation 
and the Oil Spill Research appropriations), and General Adminisuation. 

Royal~ Management Program (RMP) 

The Federal Oil and Gas Royalcy Management Act of 1982 (FOGRMA) mandates that "the Secretary shall 
establish a comprehensive inspection, collection, and fiscal and production accounting and auditing system to 
provide the capability to accurately determine oil and gas royalties". 

Over the years, RMP has fulfilled ir:s original mandate by establishing accounting and production verification 
systems, an audit strategy, and compliance/enforcement programs. The RMP is responsible for timely and 
accurate collecting and disbursing ofmineral revenues from all Federal onshore and OCS mineral leases, and 
many producing Indian leases. The program is a clearing-house for the administration, collection, and 
distribution ofa major source of revenue for the Federal Govemmenr, Indian Tribes and atlonees, and those 
States that receive a statutory share_ofFederal mineral tt:venues. 

Since 1982, RMP has collected over $75 billion in Federal onshore, OCS, and Indian mineral revenues. Of 
that, RMP audit and compliance verification programs generated over $l.8 billion with over $525 million 
coming in the last two years. These programs have rates oftetum ranging from 6:1 to 13:1. 

As manager of the Nation's OCS energy and· nonenergy mineral tesources, MMS's long-term strategy for the 
OCS is to assess those resources to determine ifm.ey can be developed in an environmentally sound manner 
and then co offer the appropriate areas for lease. This long-term sttategy affeccs the way MMS manages OCS 
resources and the way MMS faces the challenges ofmaincaining a balance between providing energy benefits 
and protecting the Nation's marine environment. Since leasing began on the OCS in 1954, over 117 lease sales 
have been conducted, generating over $108 billion in rents, bonuses, and royalties. An emer.ging program area 
is the marine minerals program. Under recent legislation, States and local governments can acquire sand and 
gravel resources for beach restoration and erosion conuol through negotiated agreements rather than 
competitive lease arrangements. 

General Administration 

Genera) Adminisuation provides managemenr, executive and administrative direction and support to all MMS 
programs. Included are such essential functions as budget, finance, personnel, contract negotiations, property 
managetnenr, etc. With input from local andState governments, Federal Bureaus, and other constituent 
groups, Administration provides policy, guidance, and e\laluation to ensure the most efficienr, cost-beneficial 
management possible ofall MMS program areas. Additionally, this program area provides Bureau-wide 
infrastructural support ofall MMS programs (i.e. renr, telephone services, unemployment compensation, etc.). 

MMS Constituents 

As collector, auditor, and disbursement agent for the Nation's mineral revenues and as manager ofthe OCS 
natuml gas and oil program, the MMS has an extensive list ofconsliruents. 

In the broadest sense, every American raxpayer is a constituent ofMMS. The OCS program not only manages 
the production ofsignificant energy resources but generates an average $2-$3 billion annually that goes into 

) 	 the Federal Treasury. The revenues generated from MMS activities help reduce the size ofche Federal 
deficit. 

Minerals Management Service 5 	 FY 1997 Budget Justificat:ion 



General Statement 

The OCS Program has many constituencies. Examples include: 

Iii' coastal States and communities; 

11r national Md local level environmental groups; 

• Ocher nations; 


- State university systems and research organii.ations; 


Iii' industry representatives in the fields ofnatural gas, oil and solid minerals; 


·- fisheries; and 

iw several miscellaneous industrial groups 
such as utilities, transportation, plastics, 
chemicals, and agriculture. 

The constituencies for the RMP Program 
include: 

- 38 smtes receiving royalty revenue; 

- 25 Indian Tribes, ofwhich eight receive 
in excess of$1,000,000 annually; 

iw Western Smtes Land Commissioners; 

11r Indian Allottce Associations; and 

lli1' indusay. 

Mineral Revenue Pavments co States 
.iJli.uef• .,.,, 

) 


Streamlining/Reinvention Efforts 

Reductions in programmatic activities, streamlining initiatives, and Executive Orders have caused 
adminisuative support functions co be scrutinized for funher oppominities for improvement. 

• 	 While developing the MMS's Sucamlining Plan, MMS applied four philosophical tests to its 
operations. These tests are now routinely applied to all functions. These "liunus" tests are: 

1 Does the functian need co be done? Ifit does, would dte'function be more appropriately 
placed at a programmatic level (ifadminisuative) or lower operating level (if 
programmatic), and ifso, is it f casible to do so? 

2 Can existing computing technology be harnessed and/or processes be re-engineered to 
improve efficiency? 

3 	Are che servicing ratios appropriate, and can a larger aggregation ofthese services be 
performed with increased economies? 

FY 1997 BudgetJustification 	 6 Minerals Management Service 



General Statement 

4 	Arc MMS customers' needs and concerns being properly addressed within existing ·~ 
operations? Ifnot, what can MMS do to accommodate chose requirements? 

. 

The following are examples of initiatives, organized by the above litmus test criteria, which demonstrate how 
MMS is making significant inroads in improving customer service, cutting red tape, and reshaping a 
Government bureau to work better and cost less. 

1 Is the function at the appropriate programmatic or administrative level? 

r 	 Human resource functions, such as training and awards have been streamlined and 
delegated to the program offices, thereby affording program officials the oppommicy to 
independently assess their needs, available resources, and scheduling requirements. 

r 	 Financial plan development is labor intensive and extremely dynamic during execution, 
frequently requiring reallocation of resources within object classes or offices. An 
automated budget module currently being utilized by che Office ofSurface Mining 
Reclamation and Enforcement, is being adapted to MMS requirements. This will enable 
program offices, with electronic c:Oncuaence from the Budget Office, to change financial 
plans as often as necessary within the confines of reprogramming requirements. 

r 	 Expanded use ofthe purchase card was authorized in the Fede.ral Acquisition Streamlining 
Acc.~. utili2ing Govemment-wide commercial .purchase cards, are being utilized by 
program personnel to acquire required supplies and services. This will eliminate several 
paperwork requirements, allowing program oilicials to dedicate more oftheir time toward 
programmatic issues and less on justifying the need.for certain routine items. 

2 Efficiencies through ADP technology end process reengineering 

r 	 On January 1, 1995, MMS's Gas Marketing PHot Project got underway. It tested, for the 
first time, the concept ofMMS cakjng the Federal Government's royalcy share ofgas 
production from offshore Federal leases and immediately selling it at the market price to 
competitively chosen gas marketing companies •. The independent marketers, in rum, 
delivered the gas co their customers in a free mar.ket environment. MMS is currently 
reviewing the results ofthis one year test. 

The pilot is an innovative project that tested a less burdensome means ofcollecting 
royalties by selJing the gas in the marketplace. The Federal Government's complianee 
and audit effoas will be limited to production volumes thereby perhaps reducing the 
frequent fitigation issues over the value and pricing of the natural resource. 

The pilot project also has the potential to significantly reduce administrative costs for both 
the Government and industry because of the simplification of the royalty collection 
process. The MMS believes this pilot could result in significant improvements in the way 
the Bureau cames out its mission. 

r 	 As directed by Executive Order 12861, MMS is reducing internal regulations and has 
already eliminated SO percent of the regulations in its Administrative Manual and expects 
to eithereliminate or sueamline numerous other non-administrative procedural 
~egulations within the Bureau's Programs by the endofFY 1996. 

r 	 To meet the requirements ofExecutive Or.der 12866, MMS has developed a plan for 
reviewing and either reducing or improving exteme.t reaulations. Part of the plan calls 
for asking the public to tell MMS which regulations need revision or are candida~s for 
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General Statement 

elimination. The MMS intends to make annual reviews ofits significant regulations 

through FY 1996 and beyond• ) 


.. For its pioneering work in writing regulations in plain English, MMS received the Vice 
President's "Hammer Award" • 

.. The MMS has encouraged and is using negotiated rulemaking to write regulations that 
demonstrate consensus among affected parties. Revisions to the Federal Gas Valuation 
regulations arc being e~ed using this process. 

• 	 Bureau-wide, MMS has set out t0 examine its conflicts and the potential t0 broadly 
implementAlternative Dispute Resolution (AOR) methodologies. The MMS ADR 
program has been approved and initially implemented as the Department's first 
comprehensive agency ADR program. 

• 	 After a comprehensive review of the appeals process, MMS delegated decision-making for 
a significant portion of the appeals cases, those related to late, erroneous, or non-reporting 
penalties, t0 the appropriate RMP division. This allows the Appeals Division to focus on 
more complicated appeals issues and allows the routine appeals tO be resolved faster. 

Currcndy, MMS is piloting several procedures .ro expedite the processing time ofappeals 
and ro .reduce expenses. MMS also is expanding its use of negotiated settlements and 
experimenting with other Alternate Dispute Resolution techniques. 

.. 	Through a more focused OCS program, the Offshore Minerals Management program 
plans to further reduce oversight and control and transfer additional responsibilities to 
"front-line" organiiations. Offshore headquaners functions arc currcndy being examined 
and several proposals arc being developed to determine ifthey"can be transferred. As 
positions in Headquarters become vacant, either through buyouts or ocher attrition, they 
will be targeted for abolishment or rccnginecring. The OCS Headquarters staffwill 
achieve an overall reduction ofapproximately 50 percent by FY 1999 as compared to the 
benchmark year of 1993 . 

.. Improved RMP Systems and Processes have allowed RMP to redirect stafffrom 
• non-revenue generating functions (certain error correction, database maintenance, and 

accounting functions) to revenue generating functions (audit and verification application 
progwns). As part ofits National Performance Review (NPR) Reinvention Laboratory 
efforcs, RMP Will continue in this direction. Current NPR lab groups are evaluating the: 

,,/ Required royalty reporting forms and RM·P's dambase to determine how to 
case reporting burdens and achieve savings; 

,,/The joint BLM, MMS, BIA Famtingcon, NM office to improve service co the 
Indian community; and 

,,/ lnacascd use ofElCCtrOnicDam lnterehangc (EDI) and Funds Transfer (EFI) tO 

implement the exchangeofall rcpons, dam, and payments mat will reduce ocrolin 
ent>JS and achieve rost-sa~. Based on sucocssful "pilot" studies, MMS recently 
signed elcaroniccommerce agr=mcntswithChevron and Amoco. The goal ofthis 
effortis ro receive 100 percent ofincoming icpotts clearonic:allyby the end of1997. 

• Electronic Commerce (EC) was developed to simplify and sueamline the purchasing 
process between the private sector and the Federal GovcmmenL Long-range EC 
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General Statement 

implementation plans initially focused on small purchases but have now been expanded to) include electronic payments and document interchange . 

... Property Management The ,property management system is being redesigned 
to provide full integration with other existing subsystems. These systems will have an 
automated interface with the Interior Depanmenc E'leccronic Acquisition 'System 
(IDEAS). the MMS financial system, and the Federal Petsonnel/Payroll System. This will 
eliminate redundancy and reduce program costs, while standardizing property 
management automation and reducing regulations. 

3 Can savings be achieved through appropriate servicing ratios? 

... Personnel Servicing Ratios have been reviewed and will be reduced to a ratio ofone 
personnelist to one hundred employees (1:100). This effort is nearly completed and will 
be fully achieved by the end ofFY 1996 . 

... The concept ofshared administrative services is being tested with a clustering agreement 
between MMS and the U.S. Geological Survey (USGS). At present the USGS and the 
Burea\I ofReclamation are providing MMS with payroll dam services, MMS is providing 
personnel services co the Office of the SecrctarY.under a franchise agreement. 

.. There is a cooperative agreement between the Office of the Secretary, the Office of 
Surface Mining, and the Minerals Management SeJ'Vicc to develop standard Advanced 
BudgetAccounting/Control and lnfor-mation System (ABACIS) financial management 
procedures and operations. 

4 Are MMS's customers needs and concerns being meet and 
incorporated into our operations? 

... To determine customer satisfactio0i in FY 1994, MMS led the Department's pilot opinion 
research efforts with employees and external customers. The MMS also led the way as the 
first Bureau in the Department to obtain clearance from OMB to conduct customer 
satisfaction surveys • 

.. 	The Customer Service Plan established Customer Service Standards which were . 
published on September 8, 1994. The Plan guides program effons to improve customer 
service and helps MMS to identify processes that need to be either improved or 
eliminated in order to better serve our customers . 

.. Examples ofMMS's efforts to ensure that our customers' concerns are incorporated into 
our existing operation$ include: 

,/ RMP's implementation ofmulticonstiruent royalty policy teams when dealing 
with contentious royalty issues such as the Allowance Study Group and the 
Federal and Indian Gas Valuation Negotiated Rulemaking Committees. RMP 
was the first bureau in the Depaarnent to include non-Government members 
on its NPR laboratory teams. Additionally, RMP has evaluated the concept of 
"One Stop Shopping,,, where cross functional ceams resolve complex royalty 
accounting questions raised by external customers. 

,/ The California Offshore Oil and Gas Energy Resources (COOGER) srudy in 
the cricounty areas of San Luis Obispo, Santa Barbara, and Ventura counties 
has moved the OCS program into a proactive relationship with its customers. 
By havingState and local governments sit down with energy industry 
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General Statement 

representatives and MMS, we have helped ro facilitate better understanding of 
all the issues and concerns of the affected parties. COOGER was recognized 
by the Los Angeles Federal Executive Board with a "Heroes ofReinvention" 
award for this iniciative. 

,/ 	MMS has worked to facilitate agreements with commercial fisherrn¢n and the 
oil and gas industry in the Pacific OCS Region. Examples include industry 
funded compensation programs for commercial fishermen who were precluded 
from fishing in certain areas ofthe Santa Barbara Channel during Exxon's 
Offshore Storage and Treatment Abandonment Project and SantaYnez Unit 
seismic survey. 

Congre.ssional Interests and·Concerns 

The Appropriation Subcommittee on Interior and Related Agencies has, through repon language, requested 
the MMS to address certain issues. A status of these requests or a response follows. 

• Oil Pollution Act Financial Responsibility 

Developing regulations to implement the oil spill financial responsibility requirements ofthe · 
Oil Pollution Act of 1990. 

• 	 The Department of the Interior's Solicitor issued a formal opinion on November 29, 1994, 
which holds that the MMS has little flexibility in interpreting which facilities are covered 
by the OPAoil spill financial .responsibility requirements, how much financial 
responsibilicy must be evidenced, and whether exemptions are allowable for minimum risk 
facilities. 

• 	 During 1995, the MMS worked with the.Secretary's OCS Policy Committee to develop 
options for resolving seve.ral issues related to implementing the OPA financial 
responsibility provisions for offshore facilities. Principal among these issues are the areas 
and types offacilirles that should be subject to financial rcsponsibilicy, and the dollar 
amount of financial responsibility evidence that is appropriate for various facilities. The. 
Policy Committee advised the Secretary that changes ro OPA would be needed to resolve 
these issues. The results of this effon have been used by the Congress as it considers 
amendments to OPA. 

• 	 As putofits proposals to rcauthori7.c the U.S. Qmc Guard, the Congress is considering 
changes to OPA thatwould 11.ddresS the MMS and OOS Policy Committee concerns related ro 
OPA financial responsibility provisions. The MMS continues to provide Congtessional sraff 
with technical infonnatlon l'hat is needed for the development ofthis legislation. 

• 	 The MMS anticipaccs that amendments to OPA addressing the financial responsibility 
issues will be enacted during f'Y l'.996. During FY 1997, the MMS will refocus its 
attention on developing regulations on financial responsibility for offshore facilities. In the 
interim, the MMS will continue, as provided by OPA, tO implement the offshore facility 
financial responsibilty regulations that were established pursuant to the OCSLA. 

• 	Oil Pollution Act Inspection in State Waters 

The OPA 90 extends MMS inspection jurisdiction to offshore platforms in State coastal wa~ers. 
In meeting its OPA obligations, MMS is worlcing closely with coastal States to minimize 

) 
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General Statement 

duplication and leverage resources. Memoranda ofUnderstanding (MOUs) with Texas, ) Louisiana, California, and Alaska have already been executed. The MMS is also working with 
the States to coordinate programs and minimize MMS regulation ofState water activities. A 
discussion ofMMS oil spill research is provided under the Oil Spill Research Section. 

• Califorpia Royalty 

Bac~undThe State ofCatifomia (Srace) and the city ofLong Beach (City) began litigation 

in 1975 against seven major integrated oil companies. They alleged that the majors had 

conspired to keep oil posted prices low and thus damaged the State and City because oil 

revenues from their State '1eases depended on posted prices. 


MMS Investigations: In 1986, as the litigation continued, MMS contacted State ofCalifornia 

officials and others co obtain infonnation to review allegations ofimproper valuation. After 

reviewing this information, MMS concluded that posted prices fairly represented market value. 


At about the same time, the United States General Accounting Office, Internal Revenue 

Service, Department ofEnergy, and Justice Department conducted similar studies. None of the "' 

studies contained conclusive evidence ofillegal acrivities or undervaluation. 


In light of the recent settlements, MMS decided to reevaluate the issue in 1993 to decennine 

whether me issue should be reopened. Using unverified data, assumptions, and estimates from 

the State's consultants. plus production from Federal lands in California, MMS estimated a 

maximum underpayment ofabout $400 million for 1960 -1992. 

Following up on the preliminary analysis, in early 1994 MMS examined the public infonnation 
available on Califomia oil prices for the period 1986-1993. The MMS reached preliminary 
conclusions in April 1994. Since MMS works closely.with the State ofCalifornia's Conuoller's 
Office in auditing mineral revenues in California, MMS shared the draft repo~with them. Both 
agreed that MMS should obr:ain additional input from other agencies and examine data under 
court seal before ending its evaluation. 

lnteragency Review: InJune 1994, to reach a final decision on the California/Federal crude 
oil royalty value issue, MMS formed aninteragency team with the DepanmentS ofCommerce, 
Ener.gy and Justice. 

The [cam a'ccornlshed two ofits major objectives in December 1994. First, they gained access 
to and reviewed selected documents sealed by the U.S. District Court in the Long Beach 
litigation. Second, they met with staff from the California State Controller's office and discussed 
audits the State has done on Federal leases under MMS authority. 

The team then suggested a special audit of this issue. Eady in 1995 MMS audit stat'{ 
coordinated with the California State Controller's Office to jointly construct an audit plan 
tailored to address allegations ofoil underpricing and thus royalty underpayment. The MMS 
has completed preliminary audics of two companies for several specific years. Supplementary to 
the audits, the team also reviewed a variety ofcompany sales conuacts held by a consultant for 
the Stace in the Long Beach litigation. 

InOccober of 1995 MMS auditors and team members presented summaries of their findings to 
the MMS Directorand the Assistant Secretary for Land and Minerals Management. They 
asked the team to develop a set ofoptions for further pursuing the issue. The team presented 
its .proposed options in December 1995. The team was then asked to develop a final report 
including a recommended option. 
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Conclusion: The Depamnent ofthe Interior takes its responsibilicy to manage public 
resources very seriously. IfMMS finds clear evidence of undervaluation, it will pursue the 
collection ofadditional monies to which the public is legally entitled. 

- Royalty Annual Audit Plan and Quarterly Reports 

The Annual Audit Plan, as in the past, is being combined with the first quanefly repor.t which 
will be submitted to Congress in March 1996. Additionally, information on FY 1996 and 1997 
audit activities is detailed in the RMP budget narrative. 

• Office of Communications end· Government Affairs 

The Congress requested a detailed personnel review to ensure that the size of the office and 
grades of the positions is justified. The office was reorganized in May 1994. Since that time, 
staffing has been reduced from 17 ITE to 19 FFE. As vacancies occur, position grade levels 
will be reviewed . 

.. Offshore Management Support and Program Services Office 

Last year Congress directed MMS to breakout these two support organizations into separate 
subactivities. MMS has complied with this directive and a full discussion of these rwo 
organimtions can be found in the om Lands and Royalty Management sections ofthis 

document. 


• Environmental Stuties Program Cooperation. with USGS 

In keeping with the desire to conuol cost and minirnU.e duplication -ofFederal programs, the 
MMS and the USGS continue to worlcing coopentively to identify complementary 
environmental studies plans. In a September 1994, USGS-MMS coordination meeting, scientist 
from the USGS and the MMS were usked 
with developing a process that would 
identify MMS environmental research nee 
which USGS could ·conduct with in-house 
expertise in a cost-effective manner. One 
the main objectives of the process is to 
ensure that the USGS has ample oppomm 
to provide research expertise before MMS 
looks co outside sources for research. A 
"Schedule ofEvenrs," delinating a forwan 
looking 2-ycar planning process, was 
developed by USGS and MMS scientific 
staff for interaction and coopeJacion on 
environmental studies. In addition, the 
process includes steps to ensure thac MM~ 

also will be apprised ofUSGS research plans in a timely fashion. This approach facilitates 
opportunities for identifing research areas of mutual interest for cooperative, cost-sharing 
venrurcs. 

The first 2-year cycle was initiated in FY 1995 and has led to identification ofsrudies for 
conduct in FY 1997. MMS and USGS have worked very closely to identify potential srudies 
which USGS Will conduct for MMS in FY 1995 - FY 1996 as well as to identify planned or 
ongoing USGS studies that could be enhanced or modified to provide information ofuse to 
MMS. One benefit already achieved by these cooperative effor-ts has been the identification of 
satellite data analysis experose in die USGS St. Petersburg, Florida laboncory that will aid MMS 
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studies. MMS and USGS developed an inceragency agreement to utili7.C that expcnisc for a 
northeast GOM satillite oceanography study in FY 1995 and will expand this effort in FY 1996 . 

• 
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Performance Budgeting ) 
Government Performance and Results Act 

MMS Performance Measures 

The 1990's 
Strategic Goals and Measures 

On Augusc 3, 1993, Congress enacted P.L. 103-62, the Government Peri'ormance and Results Act (GPRA). to 
improve the efficiencyand effectiveness ofFederal programs by establishing a system to set goals for program 
peri'ormance and to measure results. Steps include: setting suategic plans and goals, developing performance · 
measures for these goals and establishing systems to measure results. This legislation is designed to change 
the way Government does business; to focus on program rcsults and outcomes rather than just inputs as the 
measures ofperformance and effectiveness in serving the public. To help the Federal Government ma:ke the 
transition from the existing evaluation system to the new, the GPRA authorizes three secs ofpilot projects over 
the next several yea~: Annual Perfonnance Plans, Managerial Flexibility, and Performance Budgeting. 

· Later, perl'ormance budgeting will be implemented. Government-wide implementation will be phased in 
over several years with pilot projects underway throughout the Government. 

MMS' Strategic Planning and GPRA Efforts 

Since 1988 MMS' strategic planningand performance measurcment have evolved and have been an iterative )process. However with the enactment of the GPRA our effons have been accelerated and although we have 

made great suides toward developing clear long term goals and output and ouccome measures, we continue to 

ref.inc, improve and enhance our Strategic Plan and related performance measurement. We developed our 

Plan and measurcs through Process Management Teams, consultation with our customers and employees and 

through participation ss a GPRA Pilot. 


Last Fall we issued an update ofour Plan to all employees and to our~nstituents. We also made our Plan 

available on the MMS Home Page on the World Wide Web. Comments on the Plan are encouraged and 

welcomed either elccuonically or in hard copy. To facilillltc the latter form ofcomments, hard copy ve~ions 


ofour Plan come with a tear sheet for reviewers to use in sending us their reactions. We use these comments 

as a part ofour ongoing process to improve. 


Recently, we established a performance measures team in both our Royalty Management and Offshore 
Minerals Management activities and an overall MMS team as well. Through this process we expect to refine 
the output measures we .presently have and develop additional outcome measures that accurately gauge our 
progress toward meeting the Department and MMS' goals. 

The Royalty Management Program 

The MMS Royalty Management Program (RMP) employs 660 Fedenll staff and 310 conuact support 

personnel. Its headquarters is in Lakewood, Colorado, with compliance offices at various major centers of the 

oil and gas industry. Its FY 1995 operating budget was $67 million. 
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Goal. 

The MMS goal for our mineral revenue collection function is co provide timely, accurate, and cost-effective 
mineral royalty collection and disbursement services. To accomplish this goal, we have developed the 
following strategies: 

• 	 Assist and encourage royalcy payors to submit royalty repox:ts and payments correctly the first 
time. 

• 	 Sueamline and simplify royalty collection and disbursement processes whenever possible. 

• 	 Use modem information management tools to improve the royalty collection and disbursement 
processes. 

w 	Involve stakeholders in decision making, and make decisions by consensus whenever possible. 

In addition to our correct first time report and payment goal, we focus on preventing future noncompliance. In 
each activity, we seek and implement improvements to increase the percentage of mineral revenue from 
Federal and Indian leases thatis paid voluntarily. 

Atmmplislrments 

During FY 1995, we had numerous accomplishments in pursuit ofour goal for the ievenue collection function. 
Fallowing are the most significant accomplishments, categorized byour strategies for achieving the goal. 

Correct and Timely Reporting 

Payor/Reporter Training As part ofits effons to improve correct reporting, the RMP continued to 
provide on·site reporter training to the minerals industry, including oil, gas, and solid companies. ln 1995, we 
gave 36 training sessions to over 1,000 indusuy representatives. 

Measure 
- -­ --

Descriptioa 
- -

On-time royalty 
reporting. 

--··­

Ifmere is an increase in the percenr.age of royalty repor:r lines ' 
received by the due daces, it indicates that timely reporting is 
increasing. In 1994 and 199~, reporters submitted 97 percent 
ofatl rovaltv lines on-time. 

Royalty and production 
reporting accuracy. 

An increase in the percentage of royalty and production ; 

repon lines that clear fatal edits during initial processing 
indicates that reports are more accurate. In 1994, reporters 
submitted 96.6 percent of royalty lines and 96.Z percent ofall 
production lines cofl'ecdy. In 1995, reporters submitted 97 .5 
percent ofall royalty lines and 97.Z percent ofall production 
lines correctly. [Please note that correct reporting means that 
companies completed the fonns correctly. It docs not 
nCCCSSJdlv mean l)!lvmeots were orooedv calculated_. l 
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S~amline Royalty Collection and Disbursemep.tP.rocess 

Compliance Action Plan. The MMS Compliance Action Plan (CAP) was completed in FY 1995, 
although a few of the plan's actions will be ongoing through FY 1996 and beyond. The·multi-year plan 
implemented recommendations from the Task Force on Royalty Compliance. CAP instituted a range of 
program-wide improvements rugcted at encouraging voluntary compliance by companies through clarification 
ofpolicies and requirements as well as more aggressive enforcement. The Inspector General reviewed the 
CAP and concluded that MMS made significant progress in implementing the Task Force's recommendations. 

Common Reference Data L~boratorv 

As paK of.the National Performance Review, a reinvention team, that included industry representatives, 
proposed to re-engineer the Oil and Gas Payor Infomtation Form and its process. Accounting for 
approximately $4 billion in revenues each year requires the acquisition, manipulation and processing volumes 
of lease and payor data. The team's recommendations will: 

. 
1r reduce the oil and gas form from two pages to one, 

_. make completion of the form easier, 

1r streamline and simplify data gathering processes, and 

_. reduce levels ofreview. 

We reduced average document processing time by two thirds and staff resources by one third in a pilot test of 
the modified procedures. We expect annual savings to exceed $700,000. 

Measlire Description 

On-time ·An increase in the percentage ofdisbursements made by the 
Disbursemencs •end ofthe month following the month ofreceipt indicates ' 

to States that disbursements are more timely. During 1994, RMP 
disbursed timely to Stlltcs 98. 9 percent of the dollars 
collected. During 1995, 98.4 percent of the dolla~ collected 
were disbursed timely tO smtcs. The slight decrease in 
timely disbursements was due to a temporary software design 
issue that prevented automatic matching of payments and 
tepons. During a 3--month period in 1995, payments and 
tenons were matched manuallv. 

·­

Late disbursement A decrease in interest paid to states on late disbursements 
interest paid to states. 	 'indicates that disbursemencs are being made more timely. 

For 1994, RMP paid $58,000 interest to srates at a rate of8 
percent. In 1995, RMP paid $86,000 interest w states at a 
rate of9 percent. The decrease in on-time disbursements to 
,states described above resulted in the increase in late 
disbursement interest paid to states. The increase in interest 
rates al$0 contribpted to the increase in ini~rcst oa.id. 
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Use Modem Information Tools 

Electronic Commerce Technology Development and Implementation. Various electronic 
reporting alternatives are available to royalty payo.rs, including electronicdata interchange, magnetic tape, 
diskettes, and electronic mail'. Electronic reporting decreases reporting error rates, minimizes delays and 
eliminates manual re-entry ofdaca, thus increasing our ability to timely disbur:se revenues to the recipients. 
FoHowing arc error rates for royalty repon lines received during FY 1995 by various media: 

Reporting Media 

Error Rate 
(Report 
Lines) 

Electronic Data Interchange .79 percent 

Mae:netic Tape or Disk 1.04 percent 

Hard Copy 5.65 percent 

Meas11.fe Description 

Volume comparisons During the year, we collected over$20 million f-rom 
,res~arching11lmost 18,000 variances between production and 
sales volumes. The object ofvolume comparisons is to 
identify potential royaky underpayments by comparing 

· production volumes reported by operators to sales volumes 
reported by royalty payors. These recovered royalties go to 
state, Indian, and Treasury accounts. In 1995, these 
comnari_sons achieved a collection co cost ratio of 15:1. 

Involve Stakeholders in Deci~ions 

Improved Delivery ofRoyalty Infor:mation. Und~r the auspices of the Indian Minerals Steering 
Commiuee, MMS is working with the BIA and BLM to explore oppommities to maximize the delivery of 
royalty information to all ef the Indian constituents. A reinvention laboratory is working to streamline the 
deli-very of services provided by the 3 Bureaus in Flllmington, New Mexico. MMS also worked closely with 
BLM in the interagencyOil and Gas Performance Review to develop and implement recommendations to 
improve business processes such as bonding, unfunded liability, regulatory review and interagency 
coordination. 

Royalty Policy Committee Established. The RMP established a 29-member comminee, 
comprised of represcmatlves from the Western Governors Association, Western States Land Commissioners 
Association, involved states, J1ndian tribes and allottee associations, the minerals industry, the interested public 
and other federal agencies, to provide recommendations and guidance on royalty management policies and 
procedures. The committee established eight subcommittees co study the following issues: 

..,. royalty reporting and production accounting, 

• valuation, 

• audit, 
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Er appeals, settlements, and alternative dispute resolution, 

• non-conventional alternatives, 

- disbursements and net receipts sharing, 

•coal, and 

• phosphate, trona and other lcasable solid minerals. 

As representatives ofstakeholder groups most affected by mineral revenue practices, this special caucus of 
expcru will serve an important role in advising Minerals Management Service (MMS) on issues related to 
management of theNation's multi-billion dollar, federal and Indian minerals revenue program. 

Federal Gas. We established the Federal Gas Valuation Negotiated Rulemaking Committee with a 
diverse membership ofMMS, States, and large and small producers to simpl'ify valuation and associated 
administrative burden on indusuy and MMS, reached consensus on a new method ro value natural gas 
production from federal teases. 

The proposed rule should: 

_. reduce adminisaative costs to MMS and the Scates that share in those costs; 

_. allow for flexibility in valuation; 

_. eliminate unnecessary foRllS tnd accountingproccdu~; 

.,. reduce the number ofretroactive adjustments to royalty repons; 

Er simplify royalty repon:ing requirements overall. 

Gas Marketing Pilot The Royalty Gas Marketing Pilot is a dramatic effort by MMS, in conjunction 
with industry, to streamline gas royalty determination and collection procedures. In the pilot, MMS is testing 
the concept ofremoving itself from the complex business practice ofvaluing and auditing royalties away from 
the lease, while keeping the government whole on its royalty collections. The pilot is a cooperative effort 
between MMS and industry. As ofSeptember 30, 1995, 14 volunteer producers were providing royalty gas for 
·che pilot from 79 leases, representing approximately 7 percent of the non-8(g) royalty gas in the Gulf of 
Mexico. The producers worked with MMS to develop an agreement that governs the pilot and served as the 
basis for an Invitation for Bids. The MMS received 23 bids from 22 gas marketing companies and initially 
awarded 14 sales conaacts. MMS is currently assessing die results of the pilot project . 

. 
The RMP is testing an overall outcome measure, called a compliance index as par:t of its Government 
Performance and Results Act Pilot program. The index is summarized by the following formula: 

Actual Voluntary Royalty Payments. 

Expected Royalty Payments 


The index will evaluate RMP progress in helping indusuy report and par correctly. 

),. 


) 
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Historically, RMP has not had a reliable method to calculate expected royalty payments because: 

- Royalty payments from industry are "voluntary," i.e., RMP does not routinely bHI for royalty. 
Rather, lessees pay a percentage of the proceeds from the sale oftheir production, making 
ideetification ofexpected royalty payments a very complex task. 

R 	 The amount of underpaid royalties is not immediately available, but is identified over time by 
exception processing system modules and by audits. 

We are hopeful that the compliance index, through ongoing refinement, can give important infonnation over 
time on whether RMP is successfully collecting all revenue due. The RMP compliance index target is 1.00. 
The computed index was 0.951for1~92 and 0.948for1993. The index for 1994 is not yet available due to 
scheduling setbacks eaused by the recent government furloughs. Because of the length of time necessary EO 

ensure all royalty adjustments have been reported and paid the index typically lags one to two years. The 
RMP will continue co analyie, refine, and validate this measurement tool. 

The Offshore Minerals Management Program 

The MMS Offshore Minerals Management program (OMMP) employs 858 staff. Its hea.dquuters is in 
Washington, D.C. and Herndon, Virginia , with major field offices inAnchorage, Alaska, Camarillo, Califomia, 
and NewOrleans, Louisiana. Its FY 1995 operating budget was $!05 million. · 

Goal. 

The MMS goal for our Offshore minerals management function is to maximize development on the outer 
continental shelfwhile ensuring fair market value and safe, environmentally sound offshore operations. To 
achieve this goal, we have developed ·the following strategies: 

Er Improve the decisionmaking process through increased internal coordination and involvement 
ofrelevant staff. 

• 	 Ensure that customers have the oppoltUnity to provide input into the decisionmaking process. 

""' Recognize and respond to the pubJic•s concerns. 

Er Use modem information tools to ensure timely dissemination ofaccurate information. 

117 Streamline operations and simplify processes. 

_. Maintain a high level of scientific expertise and base decisions on high quality scientific 

infonnation. 


., Issue regulations that focus on rcsulcs, rather than processes. 

• 	 Provide a consistently high level ofcustomerservice. 

During FY 1995, offshore operations were conducted in a very safe and environmentally sound manner. There 
were 35 oil spills during FY 1995 and only one oil spill was greater than 1,000 barrels. (A cocal· of 5,152 barrels 
spilled was reported for FY 1995.) There were no fatalities from well control incidents during die year. 
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Atmmplislrments 

During FY 1995, we had many accomplishments in our efforts to effeccively manage the mineral resources on 
the outer continental shelf. Following are our most significant accomplishments, organized by our strategies 
for meeting our comprehensive goal for the offshore minerals management function. 

Improve the decisionma:king process through increased internal coordination and 
involvement of relevant staff. 

• 	 The skills ofMMS pexsonnel who inspect offshore oil and gas wells arc being upgraded. During 
FY 1995, the first interactive computer training module was developed and distributed to the 
MMS inspccrion workforce. This module, Hazard Communications, is also intended to satisfy 
the Occupational Safety and Health Administration's requirements to provide periodic 
awareness training to employees working around hazardous substances. 

Ensure that customers Jiave the opportunify to provide input into the decisionmaking 
·-	 - ­

proc~ss. 

·• Open dialogue was conducted with the geophysical service indusuy co resolve a regulatory 
dispute. The MMS has a need for a certain type ofseismic data to evaluate tracts for fair market 
value. Although MMS contends it has access to these data under its regulations, the geophysical 
service companies disagreed. Rather than elevate the dispute to a threatened law suit, MMS 
and indusuy worked together to agree on "Trial Procedurcsn which would allow MMS limit~d 
access to certain seismic data and still proteet the service companies ownership interest in the 
data. These procedures have been S'ucccssfully implemented in the GulfofMexico Region. . 

... P .L. 103-426t enacted in October l994t authorizes the Secretary of the Interior to negotiate 
agreementS for use ofOCS sand, gravel, and shell resources. The legislation facilitates coastal 
communities' and States' aa:css to Federal OCS resources for beach and wetlands restoration, 
and other projecrs of public benefit, without going through a competitive lease sale process. One 
negotiated lease has been concluded and several other requests for negotiations are in various 
stages of review or discussion . 

... In August 1995, MMS issued the "OCS Draft Prop6sed Oil and Gas Leasing Program for 
1997-ZOOZ." The program embraces the advice provided by the OCS Pol'icy committee and 
ref.leccs the beginning ofa long-term movement from conflict to consensus in the OCS program. 
Before the Draft Proposed Program was issued, MMS conducred extensive outreach efforts on a 
regional basis to describe the overall S-year program process, discuss formulation of the draft 
proposal, and continue the scoping ofissues for the Environmental Impact Statement (EIS). 

Recogni~ SJ)d ~spond to the p1!1blic'l!I concerns.. 

1r A Joint Study of the Development Scenarios and' Onshore Constraincs in the Tri-county Area of 
San Luis Obispo, Santa Baibara, andVenrura, California (COCGER Study) was designed to 
move the Offshore program into a more proactive relationship with its many customers. By 
having state and local government representatives working with oil and gas industry 
representatives and MMS, we have helped to facilitate better understanding of the issues and 
concerns that affect our diverse and often competing customers. To fur:ther enhance meeting 
our customers' needs, the study contractwas modified to include an initial public release 
document "The Consolidated Public Proposal" and to hold public workshops to receive public 
input on the study. Regular monthly mailings on the status of the study have been initiated. 
The malling list is approximately 200 names and includes a range ofelected officials, Federal 
state, and local agencies, industry, environmental groups, and interested private .parties. 
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• 	 Tbe Alaska Regional Stakeholders Task Force prepared a report: which included 10 
recommendations on developing the proposed S·year oil and gas leasing program for 1997-2002. 
The report: was accepted by the Secretary and was the basis for developing the Alaska portion of 
the Draft Proposed Program. The Task Force was composed ofdiverse local stak-eholders, 
including the environmental, subsistence, Alaska Native, fishing and development 
communities, indusuy, Coastal Disuiccs and Coastal Resource Service Areas, arid local, State 
and Federal government representatives. This was the fir:st time local scakeholders had the 
opporrunity to participate early in the planning process and before any program decisions were 
made. 

Use modem information.tools to eruiuie timely j$seminatiol) of Q.Ccurate information. 

• 	 Two multi· media based video training tapes, Safety Orientation and Safety and Environmental 
Management Program, were iiiitiatcd. Additionally, two multi-media based video tapes were 
developed that address the impact ofHumcane Andrew on rhe OCS. 

-: The Alaska OCS Region has implemented an extensive ·ouueach program to inform and involve 
die local communities that may be affected by proposed offshore oil and gas operations in 
Alaska. These effort:s include: installation ofa Statewide 800 phone number; training sessions 
in local communities about what is contained in an EIS; regular bi·monthy MMS presentations 
in the commuity on ()CS.related subjects; expanded numbers of topics covered by Focus 
Sheets; development ofan interactive MMS office computer program in a kiosk format for use 
in local libraries; one-on-one dialogue meetings with community leaders and interested citizens. 

• 	 The Draft Proposed Oil and Gas Leasing Program for 1997·2002 Documentwas made available 
to Members ofCongress and other constituents in diskette form in August 1995.·internal to the 
organization, comments on the draft program were scanned and transinitted to offices via e-mait, 
elirnil'lAting the extensive use of paper copies that had been generated for previous programs. 

• 	 The Environmental Studies Program Information System (ESPIS) is now available on the 
lntemeL Users can perform text searches and document retrieval on approximately 700 
technical summaries ofMMS sponsored environmental research. 

St;reamJin~ operatio11s and simplif! proce_~~s 

• 	 Beginningwith the Draft EIS for Central and Westem GOM Sales 166 and 168, MMS 
implemented sueamiining procedures to produce EISs that are concise, readable, and better 
tailored to the needs ofdecisionmakers and our customers. In addition, multisale EISs arc 
being prepared for an Central and Western GOM sales in the 1997-ZOOZ 5-Year Program. 

• 	 MMS's Alaska Region entered into cooperative agreements during FY 1995 with rhe 
Environmental Protection Agency's (EPA) Region 10 and the Alaska Department of 
Environmental Conservation to elirninar.e duplication ofeffort and inconsistencies, and to share 
spill-prevention and response planning resources and information pursuant to Oil Pollution Act 
of1990: 

Maintain e. high level of scientific expertise and base decisions on hidh quality scientific 
information 

• 	 The MMS has installed seismic monitoring probes on the seafloor adjacent to three platforms in 
southern California. This .project, using a network ofseismic probes to collect scarce offshore 
seismic data, will provide the only existing network ofoffshore seismic probes in the United 
States. From this network, regulatory and industry engineers will receive data necessary to 
verify and, if required, modify existing soil·~sponse models used in the design ofoffshore 
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facilities. Once the project is operating, the data will be provided to the California Division of 
Mines and Geology and Southern California Earthquake Center, complementing onshore data 
for a more complete picture of seismic activity in the region. The California offshore seismic 
monitors successfully measured the offshore expression of.the January 1994 Northridge 
eanbquake. This was the first time the offshore seismic motion attributable to an onshore event 
was succssfully measured • 

.,	The MMS'$ three Coastal Marine Institutes were instrumental in fostering cost-sharing 
parmerships with Alaska, California and ·Louisiana to identify and financially suppon research 
that addresses key OCS issues. The research is jointly funded 50-50 by MMS andrthe States, 
and allows the Federal government and the States to realize cwice as much research for only 
one-half the cost to each. 

R 	 The GulfofMexico Air Quality Studywas succssf ully completed with cooperation from EPA, 
the States ofLouisiana and Texas and industry. The results indicated that overall the offshore 
industry's contributions to ozone exceedancc levels are exuemely small. Work continues with 
the EPA, National Park Service, Fish and Wildlife Service, the states ofLouisiana, Mississjppi, 
Alabama and industry on other Gulf ofMexico air quality issues . 

..,. DuringFY 1995, 3,565 Environmental Reviews and 145 Assessments were performed by the 

MMS to determine the environmental impaet ofproposed industry actions. 


Issue ?"eCul~~~m$ tbtlt focus on ~lciulq, rather thP J?roce1ses . . 
_. The OMMP continues to promote adoption by all offshore operators of its Safety and 


Envirorunencd Management Program (SEMP). The SEMP uses an industry standard that 

provides guidance on how to adopt internal safety and environmental protection practices under 

a corporate management plan endoised bysenior company officials. The MMS cosponsored 

several focused training workshops during FY 1'995, designed to help operators develop portions 

of their plans dealing with process hu.ards analysis, smndardized operating procedures, and 

managing change ·to critical systems; additional guidance was provided on pre-stanup reviews 

and on ht:>w to audit their SEMP plans • 


..,. OMMP has continued its woik on revising the 30 CFR 250 Training regulations. The new 

program will present the offshore lessee training requirements in plain English, rely more on 

perfonnance based standards instead ofprescriptive requirements, provide for alternative 

training procedures (i.e.; computer based), and allow for third party accreditation. In the fiFSt 

quarter of FY 1996 a Notice ofProposed Rulemaking was released and a workshop was held 

describing this rule. 


Provide a consistently high level of CU!Jtomer service. 
. . I 

..r Since 1993, the MMS bas actively participated as a member ofa Federal Agency Task Force to 

develop the State ofTexas Coastal Management Program. This includes participation in 

quancrly Task Force Meetings, periodic Texas Coastal Coordination Council meetings, public 

hearings, and individual consultations with the Texas General LandOffice, which serves as the 

State's designated coastal management agency. MMS has provided guidance and comments at 

various stages of policy and document formulation. The proposed program was forwarded by 

Governor Bush to the National Oceanic and Atmospheric Administration (NOAA) in October 

1995. 


_. The MMS International Training Program, applicable to Newly Emerging Deme>cracies )
interested in learning how to develop oil and gas resources in an environmentally seund manner, 
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continued to be used to assist (using United States Agency for ]nternational Development 
funds) the Russian Federation in FY 1995. Three short couJSes were conducted in Anchorage 
for Russian specialists dealing with environmental asscssmenc, resource assessment, and rights 
conveyance. A fourth course, on resource assessment, was taught in Tyumen, ·Russia. 

• 	 A highly successful joint MMS/National Oceanic and Atmospheric Administradon partnering 
and outreach effort was conducted to inform industry ofagency expectations regarding 
exploration and development activity proposed near the Flower Garden Banks Marine 
Sancruary. A workshop was held to provide guidance on sanctuary regulations and monitoring 
operations. The MMS also conducted trajectory runs to assist NOAA in setting up spill 
notification standards and to assist with other related planning effons near the sanctuary • 

., 	The Pacific OCS Region has established the MMSfrri-County Forum. The Forum is 
composed ofmembers representing the MMS and Santa Barbara, Venrura, and San Luis Obispo 
Counties. It was established to promote dialogue and communication and provide a forum for 
discussing issues related co offshore oit and gas development activities in the Tri-County 
Region. Among the Forum's successes are a new process for reviewing exploration proposals on 
leases for wh_ich Exploration Plans were approved over 3 years prior to the new drilling proposals. 

• 	 The GulfofMexico Region has initiated day-long, open communication meetings with our 
external customers. These meetings enhance communication with our external customers, 
improve our understanding oftheir needs, and provide input co improving our processes to 
beccer meet our customers expectations. Example ofmeetingsubjectS include; deepwater 
royalty relief, how to preform archaeological surveys, implementation of the multi-sales EIS 
process, blowout prevention, uniclzation/suspension, and public hearings on upcoming sales. 

_. During FY 1995 MMS performed 12,852 inspections ofoffshore platforms, co ensure that they 
are being operated safely. This represents an increase of 1,731 inspections over FY 1994. 

• 	 During FY 1995, 160 oil spill plans were reviewed to assess the adequacy of preparedness for 
such accidents. 

The MMS has developed a comprehensive measure ofour effectiveness at promoting the exploration for 
energy resources. The measure is: 

Nwnber of exploratory wells drilled during the year 

This measure reflects the results ofmany pre-lease and sale activities, including cnvironmencal studies, 
analyzing of scientific daca, conducting lease sales, and issuing drilling permits. 

Conclusion 

The MMS continually strives to increase the efficiency and effectiveness of our operations within the 
parameters of reduced FTE and budget tar.gets. We rely on numerous strategies co increase our productivity, 
including simplifying our organizational structure and implementing modem information tools. We also 
frequently review our regulations to eliminate chose that are unnecessary or cumbersome. The MMS met the 
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)

goal of the President's Executive Order 12861 which requires die reduction of internal regulations by 50 per 
cent, 

In our efforts to fulfill our responsibilities, we also take special care ta follow general guiding principles of: 

• 	 Being responsive to the public's concerns and interests by maintaining a dialogue with all 
affected parties; and 

sr Working to enhance the quality of life for all Americans by lending MMS assistance and 

expertise to economic development and environmenml protection. 


) 
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) 	 Budget Overview 

The FY 1997 budget for the MMS is $707.Z million. This includes both permanent appropriations ($517. 7 
million) which provide for the sharing ofmineral leasing receipts with the States and cu~enc appropriations 
($189.4 million) which provides for the operation of the Bureaus. For current appropriations, the request is 
$189.4 million is the same level as FY 1996 (House and Senate Conference Committee Report) but a decrease 
of$5 million from FY 1995. Current authority will fund two appropriations, the Royalty and Offshore Minerals 
Management and Oil Spill Research accounts. Three peananent appropriations, totaling $517.7 million, 
reflect an increase of$6.7 million over FY 1996 levels. The increase reflects a projected growth in bonuses an~ 
royalcies primarily from coal. 

Royalty and Offshore Minerals Management Appropriation 

The President's request for appropriations in chis account is $182. 994 million; the same amount as FY 1996 
(House and Senate Conference Committee Repo«) but a decrease of$5 million from the FY 1995 level. 

OCSLands Program 

The MMS continues tO stress the .responsible development ofthe Nation's offshore energy resources, 
especially natural gas. Natural gas from the Federal OCS represents over 24 pcrecnt ofU.S. production and 32 
percent percent ofcurrent total MMS revenue tcceipts. The FY 1997 request of$86.12 million reflecrs the 

· 	Deparunent's interest in programs oflocal significance: assessments of sand and gravel resources for local 
communities' beach restoration and erosion control; increased involvement ofcommunities in OCS 
decision-making; ~d funding to university communities for environmental studies. No increases are being 
requested inFY 1997. 

The Royalty Management Program (RMP) continues to place top priority on the accurate and timely 
colleccion and processing ofmineral revenues on behalfof Indian Tribes, allottees, States and the U.S. 
Treasury. :Because RMP has ongoing strategic planning efforts to continuously expand and improve the 
collectlon ofmineral revenues, .the RMPwas chosen to be included in many N ational Performance Review 
accivities. RMP's FY 1997 budget request of$70.105 million will provide benefits of local significance in the 
form ofADP improvements which will allow RMP, State, and Tribal royalty data systems users easier access to 
RMP data for their individual analytical needs, increased cooperative audit program activities for States and 
Tribes, and training·and otherassistance to encourage Indian Tribes in achieving selfdetennination and 
governance capabilities of their royalty resources. 

This activity will be funded at$32.769 million. No increases are being requested. 

Oil Spill Research Appropriation 

The FY 1997 request for this appropriation is $6.44 million. No increases arc being requested. 
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Comparison of FY 1996 Request wi·th FY 1995 Enacted 
doMars in thousands 

Aoorooriations .. 

Current 
Royalty and Offshore Minerals Management $ 

FTE 
- . 

Oil Spill Research $ 
FTE 

Subtotal Current $ 
FTE 

Permanent 
.Mineral Leasinl!: and Associated Pavments $ 

1 Pavments to Srates from Acauired Forest Lands $ 

Pavrnents to Srates from Flood Control Act Lands $ 

Subtotal Permanent $ 

TotalMMS $ 
FTE 

FY 1996 Change 
Estimate ·FY 1997 from 
co Date Reau.est - . 1996 

182,994 182,994 (}1 

1834 1.824 -10 

6,44<> : 6,440 0 
26 26 0 

189,434 189,434 0 
1860 1.85Q· -10 

508 329•' 514909_ ­ 6,580
- -­

1861 · 1897 36 
-· ·­

885 921 36 

511 075 517-727 6.652 
- - - - -

700,569 707,161 6,652 

- · 1860 l~SO - · -10 

The programs and missions of the MMS arc conducted by the major components shown in the organizational 
chan in the preceding sectionand described in detail in the following program narrative sections. 

Highlights of FY 1997 Request 

) 


Unconb'ollabJe Changes 
A reduction of 10 FTE from the FY 1996 level will enable MMS to meet the goal of reducing F cderal staff and 
sueamlining its operations, as well as offset requirements for increased pay and other fixed costs while 
maintaining a high level of program integrity and performance. Uncontrollable changes are discussed in demi! 
in the Justification of Uncontrollable Cose Changes. 

No programmatic changes are proposed for FY 1997 
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PermanentAf>propriations 
The following table synopsizes the changes in the FY 1997 requestfrom FY 1996 enacted levels. 

Summary of Change 
dollars in thousands 

1996 
Estimate 
to Dace 

1997 
Re uest 

Description 

Mineral Leasing & 
Associated Pa ments 

Payments to States 
from Acquired 
Forest Lands 

Payments to Stares 
from Flood Conuol 
Act Lands 

Total Permanents 

508,329 

1,861 

885 

511,075 

514,909 

1,897 

. 921 

517.727 

Increase due mainly to increased coal bonuses and 
royalties. Small increase in gas royalties. 
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Appropriation Language Sheet 

ROYALTY AND OFFSHORE MINERALS 
MANAGEMENT 

For expenses necessary for minerals leasing and 

environmental studies, regulation of industry 

operations, and collection of royalties, as authorized 

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 ei ht passenger moror vehicles for 
replacement only; 182,994,000, and an amount not 
to exceed $15,400,000 for the Technical Information 
Management System and related activities of the 
Outer Continental Shelf (OCS) Lands Activity, to be 
credited to this appropriation and to remain available 
until expended, from additions to receipts resulting 
from increases to rates in effect on August 5, 1993, 
from rate increases to fee collections for OCS 
administrative activities performed by the Minerals 
Management Service over and above the rates in 
effect on September 30, 1993, and from additional 
fees for OCS administrative activities established . 
after September 30, 1993: Provided, That in FY 1997 
and thereafter, fees for royalty rate relief applications 
shall be established (and revised as needed) in 
Notice to Lessees, and shall be credited tO this 
account in the program areas performing the 
function, and remain available until expended for the 
costs ofadministering the royalty rate relief 
provisions authorized by 43 U.S.C. 1337 (a)(3): 
Provided further, That $1,500,000 for computer 
acquisitions shall remain available until September 

. 30, 1998: Provided further, That funds appropriated 
under this Act shall be available for the payment of 
interest in accordance with 30 U.S.C. 1721(b) and 
(d): Provided further, That not to exceed $3,000 shall 
be available for reasonable expenses related to 
promoting volunteer beach and marine cleanup 
activities: Provided further, That notwithstanding 
any other provision of law, $15,000 under this head 
shall be available for refunds of overpayments in 
connection with certain Indian leases in which the 
Director of the Minerals Management Service 
concurred with the claimed refund due, to pay 
amounts owed to Indian allottees or Tribes, or to 
correct prior unrecoverable erroneous payments: 
Provided further, That in the fiscal year 1997 and 
thereafter, the Secretary shall take appropriate action 
to collect unpaid and underpaid royalties and late 
payment interest owed by Federal and Indian 
mineral lessees and other royalty payors on amounts 
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received in settlement or other resolution ofdisputes 
under, and for partial or complete termination of, 
sales agreements for mineralSfrom i"ederal and 
Indian leases. 

·oIL SPILL RESEARCH 

F~rn~cessary expenses to carry out tide I, section 
1016, and title IV, sections 4202 and 4303, title VII, 
and tide VIII, section 8201 of the Oil Pollution Act of 
1990, $6;440,000, which shall be derived from the Oil 
Spilt Liability Trust Fund, to remain available until 
expended. 

J 
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Royal.ry and Offshore Minerals Management 
Activity/Sljbactivity Change Crosswailk- FY 1996 Budget 

FY1996 FY1996 
Format ofFY 1996 Estimate Format ofFY 1997 Estimate 

Comrressional Bud~et to Date Comrrcssional Bud~et
. 

to Date 

OuterContinental ShelfLands Qu_ter Continental ShelfLands 

1 .Leasing & Environmental 26,967 l Leasing & Environmental 26,967 
Program Program 
Wm: 204 FTE: 196 

2 Resource Evaluation Program 16,710 2 Resource Evaluation Program 16,382 
FTE: 212 FTE: 207 

3 Regulatory Program 33,485 3 Regulatory Program 32,849 
Fll: 338 FTE: 327 

4 lnfonnation Management 3,258 4 Information Management 922 
Program Program 
Fll:36 FTE: 13 

5 'Off'shore ManagementSupport -300 5 Offshore Management Suppott: 3,000 
FTE:O FTE:47 

TotalOCS 80,120 TotalOCS 80.120 
- -

Rovaltv Mana-ment Proora• n Ro""Irv Manal>'ement Proimu n 

1 Valuation & Operations 35,644 ' 1 Valuation & Operations 33,0ZZ . 
FTE:325 FTE: 299 

2 Compliance 34,746' 2 . , Compliance 34,326 
.FTE: 394 FTE: 382 

3 •Late Disbursement Inccrcs£ 0 3 :Late Disbursement Interest 0 
FTE:O FTE:O 

4 Refunds on BehalfofAllottees 15 4 Allonce Refunds 15 
FTE:O FTE:O 

5 Ptogram Services Office -300· 5 Program Services Office 2,742 ' 
'iFTE:O FTE:26 : 

I ' 

'TotalRMP 79.10.5 TotalRMP -­ - 70.105 
General Administration _ General Adminis_uation 

1 .Executive Direction 3,416 1 Executive Direction 3,416 
FTE: 42 FTE: 42 

2 Policy & Management 3,812 2 Policy & Management 3,812 
.Improvement ,Improvement 
FTE: 47 ~FTE: 47 

' 
3 ' Administrative Operations 11,065 3 Administrative Operations 11,065 

: FTE: 192 · FTE: 192 
4 General Support Services 14,476· 4 General Support Services 14,476 

Total Gen. Admin -32.769 Total Gen. Admin 32.769 
-- ­ -­

Total ROMM 182.994 Total ROMM 182.994 

FY 1997 Budget Justification 30 Minerals Management Service 



Budget Overview 
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-· 

Royalty and Offshore Mineraols Management 
Activity/Subactivity Change Crosswalk - FY 19.97 Budget 

I 

FY 1997 FY1997 
FormatofFY 1996 Pres. Format ofFY 1997 Pres. 

Con~~ional Bud2et Bu_d2et Comrressional Bud2et · Bude:et 
--­

Outer Continental ShelfLands Outer Continental ShelfLands 

1 Leasing & Environmental I, 26,%7 1 Leasing & Environmental 26,967 . 
Program 1 Program : 

FTE: 204 : FTE: 195 
2 Resource Evaluation Program l6,7U> 2 Resource Evaluation Program 16,382 

'FTE: 212 FTE: 206 
3 Regul!ltory Program 33,485 3 Regulatory Program 32,849 

FTE: 338 ·FTE: 325 
4 Information Management 3,258 4 lnformatioh Management 922 

Program Program ' 
I 

FTE: 36 FTE: 13 
s Offshore Management Suppoit -300 5 Offshore Management Suppon ' 3;000 

FTE:O FTE:47 I 

TotalOCS 80,120 TotalOCS 80.120 
Rovalrv Mana2ement Pro1m1rn Ro..,...ltv Mana2ement Pro1m1m 

· - -­

1 Valuation & Operations 35,644 1 Valuation & Operations 33,022 
FTE:325 FTE: 299 

2 Compliance 34,746: 2 Compliance 34,326 
F1'E:394 FTE: 382 
Late Disbursement .interest 0 3 Lace Disbursement Interest O: 

3 . FTE:O FTE:O 
Refunds on BehalfofAllonees 15 4 Allonee Refunds 15 

4 FTE:O FTE:O 
Program Services Office -300. 5 . Program Services Office 2,742 

5 FTE:O FTE:26 

.• 
70.105 TQtalRMP 70.105TotalRMP 

-· ­

General Adminisuacion General Administration 
-· · 

3,416 1 Executive Direction 3,416Executive Direction 1 
FTE: 42FTE: 42 
Policy & Management 3,812Policy & Management 3,812 22 
ImprovementImprovement 
FTE: 47IFTE: 47 

11,065 3 1 Administrative Operations 11,0653 Administrative Operations 
FTE: 192 FTE: 192 
General Suppoft Services 14,47614,476 44 General Sup~rtServices 

Total Gen. Admin 32.76932.769Total Gen. Admin 
Total ROMM 182.994182.994Total ROMM 
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Justification of Crosswalk Changes 

The crosswalks reflect the changes in both the Royalty Managemenc Program's (RMP) and the Outer 
Continental ShelfLands Program's (OCS) organizational and budget structure as directed by Congress in the 
House and Se~te Repon:s on the FY 1996 Appropriation Bill. These changes entail creating a new subactivity 
for the Program Service Office in the RMP and the Offshore Management Support Office in the OCS. These 
two offices perform administtative support functions and in previous years their cost had been included in 
other subactivities. 

} 
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Budget Overtiew 

Summary of Requirements 


Appropriation 

Royalty and Offshore Minerals Management 


do/Ian in thousands 
- ­

--- -

' Uncontrollable Cost Chane:es Fl'E Amount 

FY 1996 Estimate co Date ~~].~A~2_.~94 
·••• I ~-1 

Chanees ' '- · ·-~ - I 


Buvout Surchar11Ze (a/IAC/iuities) 
 3 

Rental Pavments (Gm_eralSuh~rtSeroiasJ - ­ 4Z 
Workine: Caoital Fund (Gmera/SuMort Services) 0 

Emolovment Comoensation -314 ' 
-

! 

Cost in 1997 of the January, 1996 payraise (oil -616 
activities) . 

Cost in 1997 ofthe JanuaJY, 1'997 payraise (all [2,@25) 
activilies) 
-This adjustment not included in calculation 


for to_tal adiustments - -- - · - ­

:Federal Workforce Resuucturing Act (Admin. 0 
Ot>erations) 

Administrative Streamlining - Executive Order -10. 885 
12837 foll actiuiries) 

- ­

-10 0 
- Total Adiustments - ­ . 

FY 1997 Base 8u~et. ROMM 1.824 '182.994 
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Summary of Requirements 
-· ---- ·· 

Roya·lty and Offshore Minerals Management I 
- . - -

FY 1995 FY 1996 Uncontrollable Inc(+) 
Comparison by Final Estimate and Related Programmalic FYi997 Dec(-) 

Activity/Subactivity Enacted to Date Chan2cs Cham~.cs . - Rcaucs.t _ _. from 1996 -- . . 

FfE Amount . FTE Amount : ITE.. Amount FTE Amount FI'E Amo.-nt - FI'E__ Amount 
' - - -

OCSLands ' 
., 

Leasing & Environmental Z10 Z7.067 196 26,967 -1 0 o: 0 195 26,967 -1 0 
Resource Evaluation Z1Z 16,?lO Z07 16,382 ·-1 O: 0 0 206 16,382 -1 0 

, Regulatory 348 33,198 327 3Z,849 -Z 0 oi 0 325 32,849"· -2 0. 
Information Management 98 9,790. 13 922 0. 0 0 0 13 922 0: QI 

'Offshore Management Support - -- 41 3000 0 0 0 0 47. 3000 o:. 0 
Revenue Rec:eiot:s 8 t 68 

• f . o· 0 0 0 68 
• 1 

0- 0 

subtotal 868 86.765 858 ao.120: -4 0 0 0 854 80.120 -4 0 
. - - . --

Royalty Management 
336: 

I 
34,139 ' 

Valuations & Operations .Z93 33,0221· -2 0 0 o, 291 33,022 -z: 0 
: 

Compliance 393 33,731 376; 34,326 -2 O' 0 O" 374 34,326 -2· 0 
Late Dish. Interest 0 86 0 0 0 o· 0 0 0 0 0 0 
Indian Allottee Ref"1nds o. 15 0 15 () 0 0 0 0 15 0 0 
ProlJl'll.m Serv.icc Office --- 26 z,142,· 0 0 0 0 26 Z,742 0 0 

-·· . . . - - -· 

subtotal 729 67.971 695 70.105 -4' .. o 0 Qi 691 70.105 -4. & 
· - . 

General Administration 
Executive Direction 42 3,413 42 3,416 9 0 0 0 42 3,416 0 0 
Policy & Mgmt. Improvement 47 3,808 47 3,812 : 0 o. 0 01 47 3,812 O: o · 

1
Administtative Operations 204 11,232, 192 11,065 -Z o: ' 0 0 190· 11,065 -2 O· 
Gen~ralSunnort Services 0'; 14,807 O· 14,476 0 0 o. 0 o· 14,476· ·O 0 

subtotal 293 33.266 .281 32.769 -Z 0 0 0 279 32.769 -2 0 

Tgt"'1. ROMM Reouirements 1.898 187.996 1..834 . 182.994 -10 0- 0 0 1,824 i82 994 :"'.10 0 = 
tit

c: 

... 
1 In FY l99S, 1996, and 1997 MMS WH authorized co retain $8.8, $15.4, tnd $15.4 million respectively in increued revenue rcccipa. 

~ 
Amounts entered for this 11CCOUnt in the President'\ Budget Appendix rencct1nnu1I operating fund levels under P.L. 104-99, the ninth CR, and in total arc $3,859 lcss than the 1996 amounts 3.shown herein, which rcncct the accounttevel in H.R. 1977, the Interior and Related Agencies Appropriation Act, 1996, 111 reported by the Ccmferencc. ft 

·~ 

..._ -
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Budget Overview 

Summary of Requirements 


Appropriation 
Oil Spilt Research 
dollars in thousands 

Comparison by 

Activicy/ 


Subactivity 


Oil Spill 

Research 


TotalOSR 

Reouirements 


:
Uncontrollable Cose Changes 


FY 1996 Escitnace co Date 


Chanl!:es 

Cose in 1997 of the Tanuarv. 19% oavraise 

Casein 1997 of the January, 1997 payraise 

--- - -

•This adjustment not included in calculation 
for total ad:iustments 

Buvout Sur:chare:e of$SQ per capita 

Administrative Sueamlinine: 

__ 	 Total AdiusJments 
FY 1997 Bge BtJd.!!et 

FY 
1995 

Actual 

FTE 
26 

26 

Amount 

6,440 

6,440 

Oil Spill Research 
do/Ian in thousands 

FY 

1996 


FTE 

26 

26 

Amount 

6,440 

6,440 

IFTE 
26' 

-· 

0 

26 

Amount 

6.440: 

29 

{45) 

2 
".'31 

0 

6.440 

FY Change 
Uncontrollable . Program. 1997 from 

ChaniresChane:es Reaues.t 1996 

Amo_untAmount FTE 
0 0 26 

0 0· 26 

Amount Amount 

6,440­ 0 

6,4401 0 
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Summary of Requirements 


Appropriation . 
AH Permanent Special Funds (Payments to States) 

do/Ian in 'thousands 

Su " .. ~ . v ofBase Reauircments ·-. FTE Amount 

FY 1996 Enacted re Dare... ' 0 
- ­

511 075 

- · Bas.e Ad'iustments -­ - 0 6652 

FY 1997 Bas~ Btld~et 0 517.727 

All Permanent Special Funds (Payments to States) 
do/Ian in 1"ousands 

-

' Comparison by 
Activity/ 

S.ubactivitv 

I FY 
1995 

Actual 

FY 
1996 

~ Estimate 
to Date 

' 

Uncontrollable 
Chanl!'.es 

Programmatic , 
ChanEes 

FY 
1997 

Reauest 

Change 
from I 

: 
1996 I 

Permanents . 
Mineral Leasing and 

Associated Payments 
473,145 508,329 0 6,580 i 514,909: 6,580 

National Forest Fund. 
Payments to States 

2,419 1,861 0 36 1,897 36 

Receipts from lands 
acquired for Flood 
Control, navigation and 
allied pumoses 

Tomi ReQuirements 

1,13l 

47~695 

885 

511.075 

0 

- -

--­ · 

36 921 

517.727 

36 

6.652 

) 


. 
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Budget Overview 

All Appropriations 
- ·-· 

Justification of Uncontrollable Cost Changes 
dollars in thousands 

1996 1997 
Increasc/Decre.ase Es.timate Chane:e -

Buvout Surcbarl!'.c(al/oMrotJriations allactivities) 155 -3 
Required by the Federal Employment ResauctUring Act. An $80 per capita charge (employees 
on board as ofMarch 31st ofeach vcar. - - ­

Rent.al Pavmcnts (GmeralSuMortSemasJ 10.957 -42 
The adjunment is for changes in che costs payable to GSA resulting from changes in rates for 
office and non-office soace. 

·· · -

Unemolovment Comoensation 423 314 
The adjustment reflects che increased cost at chc Department Jevcl which is pro-rated to each ·:
bureau on a ncr F'I'E basis. - ­

Cost in FY 1997 of the Januarv. 1996 oavrais_efall01>1Jro1>riati_ons allactivities) 0 647 
' 

The adjustmentis for an additional amount in 1997 to fund a nationwide pay increase effective 
in Januuv 1995. _ 

-

Cost in FY 1997 ofche Januarv. 1997 oavraise(allolJIJTTJOrialions oiloctioities) 0 Z.070 
. - ·· - ­

The adjustment is for an additional amount in 1'997 to fund a nationwide pay increase effective 
inJanuary 1997. This increase is shown here but is not included in calulations for total 
adiustments.i 

: 

,IAdminisuative Streamlining - Executive Order 12837 -916 
-lOFI'E 

The decrease is based on reduction of lO FTE. 

Total Uncontrollable Cost Changes 6 
-lOFTE 
· - ·­

) 
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Budget Overview 

Department of the Interior 

Minerals Management Service 


Royalty and Offshore Minerals Management 

Program and Financing 


do/la~ in millions 

FY1996 
14-1917-6-302 FY 1995 Estimate FY 1997 

Actual to Oare Estim;1_te 

Program by activities: 

Direct Program: 
00.0101 Outer Continental ShelfLands . • • 87 80 80 
00.0201 Royalty Management . . . 68 70 70 
00.0301 General Adminisaarion. . . • 33 32 33 
00.9101 Total direct program. . . 188 182 183 
01.0101 Reimbursable program · . . 11 14 14 
10.0001 Total obligations . 199 196 197 

Financing: 

Zl.4001 Unobligated Balance Available.Start ofYear -U -5 -5 
24.4001 Unobligated Balance Available, End ofYear 
25.0001 Unobligated balance expiring 

. 5 
. . 4 

s 
0 

5 
0 

) 
39.0001 Budget Authority . . . . . . . . . . 197 196 197 

Budget Authority: 
Current: 

40.0001 Appropriation.. . . . . . ' 189 182 183 
40.0078 Reduction per PL 103-332 . . -1 0 0 
42.0000 Tnmsferred from other accounts . 0 0 0 
43.0001 Appropriation·( total) . . . 188 182 183 
68.0001 Spending authority from offsetting . . . . . • 11 14 14 

Relation of ob.ligations to outlays: 
71.0001 Total obligations . . . . . . . . 199 196 197 
72.4001 Obligated balance, start of year • . 
74.4001 Obligated balance, end of year . . 

. 59 
-66 

66 
-66 

66 
-82 

77.0001 Adjustment in Expired Accounts . 0 0 0 
87.0001 Outlays (gross) . . . . . . . 192 196 181 

Adjustments to budget authority and outlays 

Deductions for offsetting colfocrions: 
88.0001 Federal funds . . . • -Z -1 -2 
88.4001 Non-Federal sources . . . . -9 -12 -12 
88.9001 Total, offsetting collections. -11 -13 -14 

89.0001 Budget authority (net) 186 183 183 

90.0001 Outlays (net) . . . . . 181 183 167 

-
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Minerals Management Service 
Royalty and Offshore Minerals Management 

Object Classification · 
do/Ian in millions 

FY 1996 
1+1917-0-1-302 FY 1995 Estimate FY 1997 

ActQ;tl to Date Estimate 

Direct Obligations: 

Personae! compensation 
lU.10 Full-time permanent • . 
111,30 Ocher than f.ull-tlme permanent 
111.50 Other personnel compensation.. 
111.80 Special persona} services payments. 
111.90 Total personnel compensation . 
112.10 Civilian personnel benefits . . • 
113.00 Benefits for fonner personnel • . 
121.00 Travel and transportation of persons . 
122.00 Transponation of things . . • • • 
123..10 Rental payments to GSA. • . 
123.30 Communications. utilities & misc. charges 
124.00 Printing and Reproduction . 
125.20 Other services • . . 
126.00 Supplies and materials • . 
131.00 Equipment •.••.• 
141.00 Grants, subsidies, and contributions • 
144.00 Refunds . • • • • • 
199.00 Subtotal, direct obligations . • • • 

Reimbursable Obligations: 
211.10 Full-time permanent 
211.30 Other than full-time permanent 
211.50 Other personal compensation 
211.80 Special pe1Sonal services payments 
212.10 Civilian personnet benefits 
221.00 Travel ofPersons 
222.00 Transportation ofThings 
223.30 Comm, Utilities & Msc Chrgs. 
225.20 Other services • . . 
226.00 Supplies & Materials . . • . 
231.00 Equipment. • .• ....• 
299.00 Subtocal, reimbursable obligations 

999.90 Total Obligations . . . . . . . . 

. 86 


. 1 


. 2 


. 0 

@) 
. 18 

0 
. 3 
. 0 
. 10 

• • 2 
. 0 
. 56 

3 
7 
0 
0 

188 

. 9 

. 0 / 
: 2 I 
·Jt) 

199 

87 
1 
2 
0 

90 
18 
2 
3 
0 

10 
2 
0 

46 
3 
7 
0 
0 

179 

88 
1 
2 
0 

91 
18 
2 
3 
0 

10 
2 
0 

46 
3 
7 
0 
0 

180 

4~;¥. '-"" 

• e..-..,..,, 

~ 
./ 12 12 

1 1 
1 1 

14 14 

193 194 
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Budget Overview 

Department of the Interior 

Minerals Management Service 


Oil Spill Research 

Program and Financing 


dollars in millions 

FY 1996 
14-8370-0-302 FY 1995 Estimate FY 1997 

A~N.al co Dace Esrunace · 

Program by Activities 

Direct Program: 
00.9191 Total direct program 
01.9101 Reimbunable progtam. 
19.0001 Total obligations•• . . . 

6 
0 
6 

6 
0 
6 

6 
G 
6 

Financing: 
21.4001 
24.4001 
25.0001 
39.0001 

Unobligated Balance Available, Stan ofYear 
Unobligated Balance Available, ~nd ofYear 
Unobligated balance expiring 
Budget Authority • . . . . . . . . . . 

0 
1 
0 
7 

1 
0 
0 
7 

0 
0 
0 
6 

Budget Authority: 
Current: 

40.0001 Appropriation . • • • • . • . . • • • • • 
43.0001 Appropriation (total) • • • • . • • . • • • 
68.0001 Spending authority from offsetting collections 

• 6 
6 
0 

6 
6 
0 

6 
6 
0 

Relation ofobligarions to outlays: 
71.00Gl Total obligations. • • . . • . • • 
72.4001 Obligated balance, start ofyear • 
74.4001 Obligated balance, end of year •• 
87.0001 Outlays (gross) . . • . • . . . 

... 
6 
2 

-4 
4 

6 
4 

-4 
6 

6 
4 

-4 
6 

Adjustments to budget authority and' outlays 
Deductions for offsetting collections: 

88.9001 Total, offsetting collections. . • . . • • • • • . • • 0 0 0 

89.0001 Budget authority (net) . • • • 6 6 6 

90.0001 Outlays (net) . • . . 4 6 6 
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Budget Overview 

Minerals Management Service 

Oil Spill Research 


Object Classification 

dollars in millions 

FY 1~96 
14-8370-0-1-302 FY 1995 Estimate FY 1997 

Actual co Dace Esti_mat~ 

Direct Obligations: 
Personnel compensation 

111.10 Full-time pennanent. . 
111.SO Other personnel compensation 
111.90 Total personnel compensation 

2 
0 
2 

2 
0 
2 

2 
0 
z 

112.10 
113.00 
121.00 
123.30 

124.00 
125.20 
126.00 
131.00 
199.00 

Civilian per.;onnel benefits 
Benefits for fonner per.;onnel 
Travel and uansportation of persons 
Communications, utilities and 
miscellaneous charges 
Printing and Reproduction 
Other services • • • . • • . • 
Supplies and materials 
Equipment. 
Subcoml, direct obligations . . . . . 

• • • . . . • 

• . . . . . . . 

• 

• 

4 

6 

4 

6 

4 

6 

Reimbursable Obligations: 
225.20 Other services . 0 0 0 

999.90 Total Obligations . 6 6 6 

41 FY 1997 Budget JustificationMinerals Management Service 



Budget Overview 

Department of the Interior 

Minerals Management Service 


All Appropriations 

Personnel Summary 


dollars in millions 

FY 1995 FY 1996 FY 1997 
A~t_u_al Estima~ Estima~ 

Direct Funds: 
Full-time equivalent employment 1,916 1,860 1,850 

Full-time equivalent ofover.time and 
holiday hours 

.. 5 s 5 

Reimbursable Funds: 
Full-rime equivalent employment .· 
Full-time equivalent ofovertime 'lllld . --­
holiday hours 

The FY 1995 estimate bas not been adjusted tO exclude FTE associated wim denied hardrock royalty request. 
The FY 1996 estimate incorporates this correction. 

J 
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Budget Overview 

) Department of the Interior 
Minerals Management Service 


.All Appropriations 

Employee Count by Grade 


FY1995 FY 1996 FY 1997 
Actual Estiro.llt~ Estimate 

ES-6 . 3 3 3 
ES-5 . 4 4 4 
ES-4 . 4 4 4 
ES-3 . 2 2 2 
ES-2 • 1 1 1 
ES-1 . 1 1 1 

Subtotal . . . . . . . 15 15 15 

GS-15 . 70 68 65 
GS-14 178 172 168 
GS-13 416 403 400 
GS-12 516 507 507 
GS-11 Z20 213 213 
GS-10 . 7 7 7 

) GS-9. .· . . 66 65 65 
GS-8 . . . .. . . 41 40 40 
GS-7 • 138 132 132 
GS-6 . 109 104 164 
GS-5 : . • 82 78 78 
GS-4. . 44 42 42 
GS-3 •. 6 6 6 
GS-2 •. . 2 2 2 
GS-1 .. 6 6 6 

Subtotal . . . . 1,901 1,845 1,835 

Total employment (actuaVprojected), . 1,916 1,860 1,850 
end offisca4 year 
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Outer Continental ShelfLands 

Outer Continental ShelfLands 

Strategic Plan 

Mission& the manager of the natlon's OCS energy and non-energy mineral 
resources, the MMS's long-tenn strategy is to assess those resources, The Outer Contlnental Shelf 
in consultation with affected parries, to dcteanine if they can be Lands (OCS) Program 
developed in an environmentally sound manner and, if leased, to significantly conuibuces co 
regulate activities to ensuresafety and protect the environment. This national energy, economic. and 
long•tcrm strategy affects the way MMS manages the OCS resources environmental policy. The 
and the way MMS faces the challenge of maintaining a balance OCS Lands Act directs that the 
bctWeen providing energy and protecting the Nation's unique and program: 
sensitive environments and other narural resources. 

.,/ Help meet the nation's 
To achieve its goals for the OCS Lands Program, MMS has energy needs; 
developed the following strategies: .,/ Provide for environmentally 

sound exploration and 
• Improve the decisionmaking process through increased development ofOCS mineral 

internal coordination and involvement ofrelevant smff. resources; and 
.,/ "Balance" the various 

• Ensure that customers have the opportunity to provide input environmental and resource 
into the dccisionmak.ing process. issues and concerns of 

affected parties. 
• Recogn.i7.c and respond to the public's concerns. 

• Use modem information tools to ensure timely dissemination ofaccurate i11fonnation. 

sr Streamline operations and simplify processes. 

El' Maintain a high level of scientific expertise and base decisions on high quality scientific 

informatian. 


• Issue regulations that focus on results, rather than processes. 

• Provide a consistently high level ofcustomerservioc. 

Impact of the Prog~am 

About 15 perocnt of domestic oil and aver 24 percent af domestlc natural gas arc supplied from the OCS. Over 
$100 billion in federal revenues have been collected from this program, and further billians have been 
generated in direct benefits to the natlonal economy. The program also provides jobs for the Ameriean 
economy (according co various studies, ten offshare jobs suppolt between 30 and 37 jobs throughout all 
segmenti; ofthe U.S. eronomy). 
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Outer Continental ShelfLands 

Performance Measurement 	 ) 


The low record ofoil spills and the overall preference for natural gas has led many to support the OCS as a 
sound environmenml alternative to other energy sources. On the Other hand, some State and local 
governments have raised concerns about environmental issues and requested funher environmental analyses. 

Though difficult to assess, the principal performance measure for the program is whether decisions and 
policies invelving the OCS arc in the national interest, and are based on the best available information and 
analyses concerning the various "balancing" considerations. ·tn other words, are these lands being managed 
and arc activities regulated efficiently and to the benefit of national goals? It is the job ofMMS to provide 
decisionmakers the best available information and analyses for these decisions, and co properly and efficiently 
~nage operations to implement MMS envirpnmental and safety regulations. 

MMS uses a numberofmeasures to assess outputs, inputs, and various interim produces leading up to lease 
sales and energy production. However, we wanted a comprehensive measure of the: Offshore: program's overalJ. 
effectiveness at promoting the exploration ofenergy resources. The mc:aSure we developed for this is: 

Number of exploratory wells drilled during the year 

Thismeasure reflectS the results ofmany Offshore: Minerals Management activities, including environmental 
studies, coordinating with affected parties, analyzing ofscientific data, conducting lease sales, and issuing 
drilling permits. For 1995, the number ofexploratory wells drilled equaled 374. For 1996and1997, the 
estimates arc 400 and 420 respectively. 

Reinvention and Streamlining Accomplishments 

From FY 1985 through FY 1995, the OCS program's FTE has been reduced by 281 (24 percent). This has 
been accomplished by: (1) recngineering the pn:>gram in response to national interest and industry activities; 
and (Z) streamlining organi7.ations and processes. 

The OCS program has shiftcd' its emphasis from pre-lease activities in broad leasing areas to a more f ocusc:d 
program concentrating on sound and safe development of resources from cunent leases and pre-lease activities 
only in Alaska and the GulfofMexico. This has resulted in the elimination ofthe Atlantic Regional Office, 
elimination of pr~leasc: activities in the Pacific Region. and significant downsizing of the Alaska Regional 
Office. 

Even though the Offshore Minerals Management organization has been downsizing, die program has 
expanded its workload and achieved notable accomplishments. A few examples follow. 

• 	 Since the creation ofMMS in 1982, the Offshore program has increased the number ofleases, 
the amount ofacreage. the number ofinstallations and removals. the volume ofnatural gas and 
oil (BOE) productfon it oversees, and increased the number of pipeline miles it permits . 

.,	The rate of oil spills in the past 13 years has been reduced by a factor ofeight below the 

previous 15 years. 


_. The President's Council on Environmental Quality and the National Association of 
Environmental Professionals made MMS the first recipient of the Federal Environmental 
Quality Award (l994) for successfully integrating environmental values into its agency mission 
and decision-making. 

'I 
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OuteT Continental ShelfLands 

B' A Technical Inf'ormation Management System (TlMS) pilot program was implemented. This 
system incegrates offshore applications and disciplines into a multi-user database - building a 
new level ofsophistication in data interpretation, which wiU be used for the environmentally 
sound development of our Nation's offshore mineral resources. 

The program is now faced with a number ofnew challenges. The offshore indusuy wades to expand 
operations into deeper and more distant wators. Recemly passed public laws call upon MMS to implement 
expanded responsibilities, - deep water production and marine minerals development. In response to these 
needs, we are continuing to search for ways to carry out our programs more efficiently and effectively. 
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Leasing and Environmental Program 

Leasing and Environmental Program 

Justification ofProgram and Performance 

Analysis by Subactivity 


do/Ian in tllousands 

1996 U ncontrolfable 1997 ,Change 
Estimate and Related Programmatic . Budget from 

; to Date Changes Changes , Request 1996 
-·­

12.845 0 0 12,845' 0$Environmental 
010 0· 0 

. - - . - -·-·. ... 

FTEi 0Studies -
0·, O·14,122 14,122 0$Leasing & 
o..196 -1ITE 195' -1Environmental 

'Assessment .. . -··-­

e;26,967 0 26,967 0$Total 
o: -- 196 -l 195 -1FTE 

Environmental Program 

General. &aiption 

The Minerals Management Service (MMS) 
environmental program is comprised of cwo 
principal program areas, the Environmental 
Studies Program (ESP) and the 
Environmental Assessment Program. Both 
components directly support all MMS 
activities (the Regulatory, Resource 
Evaluation, and Leasing Programs) which 
manage the nation's Outer Continental 
Shelf (OCS) energy and non-energy mineral 
resources. Thus, environmental staff are 
involved in all phases ofOCS activity, from 
the 5-Year Comprehensive Program {5-Year 
Plan) through platform removals. A special 
goal of the Environmenal Program is to 
develop workable solutions for those 
industry activities that could adve~ely 
affect environmental resources. This allows 
development to continue while the 
environment is safeguarded. 

All environmental assessment, compliance 
and study activities also help MMS meet 

Objectives 
Provide the best available scientific and technical 
information ro suppon decisions on the offshore gas, 
oil and hard minerals program which may have the 
potential to affect environmenral, social and economic 
conditions. 
Monitor post-lease mineral resource development to 
determine the extent and duration ofenvironmental 
effects and potential mitigation measures that can be 
used to minimi7.C impacts. 
Collect and make available to the public information 
needed to analyze, discuss and guide future decisions 
on exploration, developmenc, and production and 
lease sales proposed for the 5-year Comprehensive 
Program. 
Increase access to, and usefulness of, information on 
the environmental, social and economic effects of 
industry activities on exploration and development of 
OCS resources. 
To support MMS and other agencies on 
environmental rulemaking affecting OCS activities. 

obligations required' by numerous legislative 
authorities1 such as the OCS Lands Act (OCSLA), the National Environmental Policy Act (NEPA), the) 
Endangered Species Act, the Clean Air Ace, and the Oil Pollution Act. 
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Leasing and Environmental Program 

One key method ofdeveloping workable solutions is multi-disciplinary problem solving with close 
coordination and cooperation with numerous public, private business, and government interests. For example, ' the MMS has a cooperative program with the Fish and Wildlife Service, EPA. and several GulfofMexico 
(GOM) Scates and industry to assess air quality impacts from OCS activities on the Breton National Wildlife 
Refuge (NWR) located in the GOM. Likewise, MMS has worked with National Marine F isheries Service 
(NMFS) and industty to develop tcasonable safeguards for endangered turtles during removal ofplatfonns in 
the GOM. In the area ofoil spill analysis, MMS uses sophisticated ocean circulation inodeling to analyze the 
potential risks ofoil spills from OCS activities. Through this modeling, the MMS has supported the U.S. 
Coast Guard in its analyses required by the Oil Pollution Ace of 1990 regarding tanker uanspon.adon off U.S. 
coastS, and the Department ofCommerce for its evaluation for Alaska North Slope oil expons. 

In the upcoming years the environmenral program will continue to suess the need to obtain high-quality, 
defensible scienlific information that can then be used as a basis for making OCS Proglllm and environmental 
compliance decisions on OCS activities. 

Environmental Studies Program 

Desaiption ofProgram. 
The Environmental Studies Program (ESP) was established by the OCSLA as a principal clement ofa 
program designed co provide for the safe and environmentally-sound exploration, development, and 
production ofoffshore natural gas, oil, and other mineral resources. The ESP ensures that environmental, 
social, and economic infonnation needed for evaluating potential effects ofdevelopment of the Nation's 
offshore mineral resources is available ·to its primary customers including MMS decisionmakers, the public, 
States, and other govemment agencies. The ESP-sponsored projects collect and organize the large amount of 
environmental, social, and economic information needed to guide the numerous decisions on the Nation's 
offshore mineral resources. 

Since its beginning in 1973, the ESP has completed more than 1,225 studies which have contributed· 
significantly co expanding the knowledge of the marine environmentand species in the Nation's coastal 
oceans. These studies in the physical, socioeconomic, and biological sciences have helped co develop the 
information base needed for assessing the potential risks ofoffshore mineral development. Theyhave also 
provided the information needed to develop workable mitigation to minimize adverse impacts on the 
environment. Current ESP research effons focus primarily on infonnation needed for decisions on 
d~velopmenrJproduction activities. Such information can be illustrated by several ongoing studies in the 
GOM, the Pacific, and Alaska Regions. (See discussion below.) 

In addition, the ESP plays a vital role in ensuring that MMS actions and decisions are in compliance with the 
NEPA and a wide range ofother environmental laws such as the Marine Mammal Protection Act, the Clean 
Air Act and the EndangeredSpecies Acc. 

OJoperativeRl!S«ln:hEjforls uiJh Othen: 
MMS has actively sought out partners in OCS research, both for their expertise, and for joint funding of 
projects. Stakeholder partlcipation has been emphasiud through the University Research Initiative and more 
recently the establishment o(Coastal Marine Institutes (CMO at the Louisiana Seate University, the 
University ofCalifornia at Sanca BaJbaf!l, and the University of Alaska at Fairbanks. A major goal of these 
agreements is to have more research done by State scientists in the States most likely to be affected by 
activity. This will enhance the credibility of the research results with the parties most directly concerned with 
OCS development proposals. A second major goal is to create an "MMS-Scate" partnership in which OCS 
issues and concems ofmutual interest are addressed cooperatively. These programs were purposely 
established in areas with ongoing OCS activity so that they could srudy accual effects, such as drilling 
discharges and socioeconomic impacts. In recognition of the mutual need for critical scientific information for 
resource management decisions, the CMI program leverages MMS funds with State funds so that more 
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research can be done. Wich one to one matching, 
CMI leveraging enhances program capabilities by 
$3.5 million annually. 

In addition to :leveraged 11greemencs, MMS has 
numerous other studies ongoing wich State 
institutions. Not only do che State and MMS get 
the benefitof the research, but many university 
students participatc. Major physical 
oceanography research is being conducted in the 
GOM by Florida Srate University and Louisiana 
State University. Scripps Institute of 
Oceanography is conducting physical 
oceanographic research in the Santa Barbara 
Channel area offCalifomia. The Universityof 

ESPIS On-Line Access 
The Environmental Studies Program Information 
System (ESPIS) is now available on the internet at 
http://www.mms.gov/espis. The initial 
environmental studies files in ESPIS became 
available for Internet access in the fall of1995. 
User:s can perform text search and document 
reuieval on approximately 700 technical summaries 
of MMS-sponsored environmental research. More 
research files and user applications are slated for FY 
1996 and FY 1997. 

West Florida, the Univenity ofTexas, the University ofCalifornia atSanta Barbara, and che Seate ofAlaska are 
conducting various socioeconomic studies. 

]n 1994, MMS transferred $4.5 million ofthe ESP base to the National Biological Service to conduct biological 
research to meetMMS information needs. Jn FY 1996, the National Biological Service was restructured under 
the U.S. Geological Survey (USGS) as the Natural Resource Science Agency (NBS/NRSA). MMS has 
intensified irs effom to interact with NBS/NRSA. In order to continually ensure that NBS/NRSA's marine 
research provides both timely and appropriately targeted data, cooperation and communication must be both 
frequent and effective. However, MMS is conccmed that the budget difficulties faced by the NBS/NRSA may 
have a significant and negative effect on the level of biological support itmayrcccive from that agency in fiscal 
year 1997 and :beyond. If the NBSJNRSA budget is held level at the reduced fiscal year 1996 level, then.it 
appears highly likely that new marine ccosystcms research impor:tant for natural gas development decisions on 
the 0CS ofche northeast Gulfof Mexico will not be conducted as planned. A similar concern ·exist for marine 
mammal and sea bird survey infonnation needed for operational decisions offsouchem California. In keeping 
with the desire to control costs and minimize duplication ofFederal programs, MMS continues its close 
coordination with the USGS. MMS and USGS have established a process for identification ofMMS planned 
research efforts which could be conducted by USGS scientisrs in a timely and cost effective manner to provide 
environmental information for MMS's decision needs. 

MMS directs its research to those organizations that are best qualified to provide the information in a manner 
that is cost-effective for the government. Several Federal agencies have relevant mandates and established 
capabilities and are utilized by MMS to meet its information requirements to support OCS development 
resource management decisions. MMS has several ongoing efforts with the NMFS and che U.S. Fish and 
Wildlife Service (FWS) on various marine mammal, sea turtle, fish, seabird, and polar bear studies. MMS is 
working with the Environmental Protection Agency on air quality studies and wich the Navy on ocean 
circulation modeling in the GOM. MMS supports meteorological data buoys off the Pacific and GOM coasrs 
through NOAA's National Data Buoy Center. The data from these buoys are used by che National Weather 
Service as well as by MMS. 

Plansfor Fiscal YtrJr (FY) 1997: 
The ESP must continue to seek leveraging opportunities co conduct the research needed for ongoing and 
planned marine minerals development activities. Collaboration with other Federal agencies, and cooperative 
agreements with State, local government, and industry will all be considered in che research planning activity. 

ESP plans for FY 1997 will continue to emphasite collection ofscientific information to assist management 
decisions for safe and environmentally sound production acrivities in the GOM. The CMI at LSU will 
complete its fifth year ofoperation, providing MMS with focused research on OCS issues in the marine and 
socioeconomic sciences. The CMI has been particularly successful in establishing a suong State-Federal 
panner:ship With one-to-one sharing ofcosts.with the State. Continued emphasis will be placed on collection 
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of physical oceanographic data which supports sev~ral MMS functions and on collection ofair quality data to 
determine OCS contributions, if any, to onshore air pollution. 

Another program focus is tO improve undeistanding ofsocioeconomic impacts in areas that have experienced orare 
projected for furore OCS activities. Such researoh will be carried out in each ofthe regions. In the Pacific Region, 
some of this work will be focused through parmerships with the State and local govemmems, and through the CMI 
at the Universicy ofCalifornia at Santa Barbara. Additional partnerships in the Pacific Region with Scripps Institute 
ofOceanographyand the Office ofNaval Resem:h will allow the collection ofneeded information on physical 
oceanographic processes and die physical fares ofoil in the marine environment. 

• 
Studies in the Alaska Region will be designed to provide information for management decisions associated 
with the Arctic and CookInlet and the GulfofAlaska plans for lease sales and exploration. Physical 
oceanographic data will be collected and much-needed research on the fates and effects of oit in the arctic 
marine environment will be carried out through the highly-leveraged CMI at the Universicy ofAlaska at 
Fairbanks. With industry interest in the Beaufort Sea more investigations may need to be initiated on 
socio-economic effects on Inuit communities on the NoFth Slope. MMS conducts syntheses meetings and 
workshops co provide public information to help reduce OCS conflicts. 

The National Program office will continue to focus on research efforts associated with the Oil Spill Research 
(OPA 90) funds. Sharing ofcosts and technical requirements with the Office of Naval Research will allow 
conduct of important research ofcoastal ocean mixing and additional physical processes associated with coastal 
and oceanic circulation. Collaboration will continue with the USGS to determine cost-effectiveness and 
technical capability for perfoonancc ofadditional studies by USGS. Biological studies to be conducted by'the 
NBS/NRSA for the MMS OCS Program will include important new cffons on marine biological communities 
and the continuation ofseveral other projecc.s. mostly in the GOM. 

The FY 1997 ESP will focus on OCS ucas that arc currently experiencing OCS activities and chose OCS areas 
scheduled to have lease sales. No studies arc planned for initiation in areas that do not have any activity or 
likelihood of activity in the near future. 

Fiscal flexibilicy is needed to be able to respond to new needs identified during development of the latest 
5-Year Gas and Oil Program, to meet the changing needs of post-lease activ!ti.cs, particularly in the GOM, and 
to investigate more fully the social and economic effects ofOCS activities on local communities, both in the 
GOM and in Southern California. Additional wolk on the long-term cumulative effects ofoffshore activities on 
marine ecosystems continues in the GOM, and South.cm California. As industry looks more tO dcepwatcr 
opportunities in the GOM, MMS needs to conduce more studies on potential environmental impacts in the 
area. Information and data derived from environmental studies research contracts arc used directly by 
decision-makers in critical OCS program decisions tO ensure defensible policies, and safc, 
environmentally-sound activities. 

) 
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) Leasing and Environmental Assessment . 

Environmental Assessment 

Offshore Environmental Assessment activities support the OCS Oil and Gas Leasing Program (5-Year Plan) 
and aU lease sales, the Regulatory Program, the Resource Evaluation Program, including the geologic & 
geophysical permitting process, and sand and gravel activities. 

ObjectivesJ. Management ofthe Environmental Studies Program: 
.I To manage the 


Major workloads associated with the management of the Environmental 
 Environmental' Studies 
Studies Program are: Program; 

.I To evaluate the potential
Evaluating Information Needs - Identifying the critical environmental effects of 
information and data required at different decision steps in the OCS proposed and permitted 
pre- and postlease program activities continues to be central to the OCS activities; and 
studies planning process. While the research is primarily driven by .I To support MMS and other
internal MMS decisionmak.ing needs, State and local government, and agencies on environmental
public concerns are incorporated when practicable. Existing information 

rulemakings affecting OCS 
resources are reviewed and used when possible. activities. 

Designing and Contracting Environmental Studies 
Research - Research projects must be conceproalized and carefully 
designed to ensure, not only integrity ofthe research, but applicability of the data for MMS decisions. Staff 
develop Statements ofWork and othercontractual documents, conduct proposal evaluations for coses, scope 
and scientific integrity, or create cooperative agreements for non-competitive studies. Recent years have seen 
a shift to more cooperative agreements and fewer competitively bid conmcts. ESP's collaboration with the 
NBS/NRSA and the USGS exemplify this. 

Management of Studies Contracts and Research Products - Oversight, monitoring, and 
evaluation ofongoing research effom is critical to ensure cost containment, timeliness. and quality of research. 
These efforts constitute one of the ESP smfrs major roles. Leveraging research monies by means ofCMis has 
increased the number of individual projects with a corresponding need for increased oversight. 

Making ESP Information Available -Making research products available co MMS 
decisionmakers, States, local govemments, industry, and the public ina timely fashion is an important part of 
the ESP mission. Inforination must be cataloged, formatted and entered in databases. Announcements, 
bibliographies and technical summaries arc produced and disseminated. Dara is exchanged with interested 
parties, and submitted to other Federal agencies. Presentations are given at scientific conferences and MMS's 
own InformationTransfer Meetings, and public inquiries are processed. Under current development, as a 
TIMS information system module, is the automated ESP Information System (ESPIS) which will contain ESP 
research results and be available on-line to Federal decisionmakets, States, local governments, and the public. 
Recent years have seen increased emphasis by outside groups such as the National Research Council on 
improving dissemination ofESP research, and ESP is enhancing this element. 

Collaboration with State, Local, Other Federal, and AcaHemic Institutions -This 
element has increased in recent yea.JS as effor.ts with other Federal offices such as the USGS and the 
NBS/NRSA have become pan: of the ESP research program. The ESP historically has supported collaborative 
efforts widi other organizations, but as research budgets declined, this approach has become an important way 
to leverage research monies and to involve regional and national stakeholders in the process. The three CMls 
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in Louisiana, Alaska, and California exemplify ESP's effor.ts in this regard. A good portion ofESP's research 

budget is now spent on collaborative efforts requiring an increased ,level ofstaff effort in this area. ) 


ESP Executive and Administrative Support -Management of the direction and quality ofthe 
overall, Program, in addition to management of ESP staff, and administrative activities arc in this clement, 
together with operation and coordination of the Minerals Management Advisory Board's OCS Scientific 
Committee. Producing briefings, summaries, and responses to Bureau, Departmental, and Congressional 
exercises and inquiries, as well as work on agency and interagcncy working groups, legal proceedings, and 
other discovery effons has increased in recent years. 

2. EooluaJion ofPotential Envitonmenlal Ejfeds of<XSAdivilUs (bothpropoSl!ll industry adivity · 
andMMSltmesales.~oil andgas andsandandgravtl.) 

This includes preparation and an4lysis for all MMS Environmental Impact Statements (EIS) and 
Enviroruncntal Assessments (EA) for: 

• 	 MMS Lease Sales; 

• 	 Industry Geologic and Geophysical Permits; 

* 	Industry Exploration and Development and Production Plans; 

_. Industry abandonment projects (platfonns, structures, pipelines, and lease relinquishments) 

_.. The reviewofoil spill contingency plans in State waters; 

• 	 Oil spill analyses; ) 
·• Coordinating with otheragencies and the public on proposed O~activities~ and 

• 	 Monitoring indusr:ry activities (such as geological and geophysical exploration activities, 

exploration and development/production plans, pipelines, and rights-of-way) for compliance 

with MMS'sand other environmenml regulations. 


Before a decision can be made on whether industry or MMS activity should proceed, the environmental effects 
of the proposed activity must be assessed. Ifeffects are deemed to be adveise, a decision on whether to 
proceed and/or plans to mitigate these effects must be developed. MMS environmental staff review proposed 
plans and prepare the necessary NEPA documentation which describes co the decisionmaker the 
environmental effects the project may cause. Ifadverse effects arc likely, cbe activity may not proceed, or the 
staffactively participates in developing workable mitigation. This directly suppons the Regulatory and 
Resource Evaluation Programs (approval of plans and permits) as well as the Leasing Program (lease sales). 
Workloads associated with these reviews and assessments ofindustry activity primarily include Environmental 
Assessments and Categorical Exclusion Reviews. 

Environmental Assessments (EAs) a.re NEPA documents which anal~ the environmental 
impacts of proposed actions, examine appropriate mitigating actions for use in MMS decisionmaking, and 
determine if the action significantly affects the human environment (if so, the preparation ofan EIS is 
required). Most EAs arc briefanalytical documents requiring about Zweeks ofstaf.f time to prepare. 

Categorical Bxclusion Reviews (CERs) are analytical reviews ofindividual actions to 
determine ifthey may be categorized by che agency according to Council an Environmental Quality (CEO) 
guidelines as actions normally excluded from NEPA requirements. CERs arc very brief documents, requiring 

less than 1 week ofstaff time. 
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MMS prepares Environmental Impact Statements (BISs) to support OCS program development 
and OCS lease sates in all areas. MMS will also prepare an EIS if industry proposes development outside of 
the Western or Central GOM. About 15 analyses in the GOM Region, with additional staff suppo«, prepare a 
lease sale EIS (draft and final) in approximately 20 months. Lease sale EISs in the Alaska Region require 
abaut 30 months to prepare. EISs are often 750 pages in length, and for controversial sales an EIS may exceed 
l,000 pages. Over 50 staff from Headquarters and the Regions contribute in some manlier to preparation of a 
5-Year Program EIS. In FY 1996 and FY 1997, MMS will implement approaches to simplify EISs and will 
attempt to prepare only 2 EISs to cover all sates in the Western and Central GOM. Depending on interest 
expressed by the coastal States, MMS may need to prepare or continue work on up to 3 EISs for sand and 
gravel activities in 1997. 

Oil spill analyses are done for all lease sales and for various post lease activities such as exploration and 
development plans. Consultation with other Agencies and the public occur for all these activities. 

·-·· 

Ongoing Work,load 
--· -

FY 1995 
Actual 

-

FY 1996 FY 1997 
Estimate Estimate 

Environmental Assessments 

Categorical Exclusion Reviews 

Environmental rcporcs & 
Information Reviews 

I 

Air Oualitv Reviews 

Archeology Reviews 

Biolol?ical Reviews 

Oil Soill Reviews 
' 

Oil Spill Risk Analysis Modeling 
& OPA 90 Sunaon to USGS. 

Section 7 ESA Consultations 

Draft EISs in Preoaration 

Final EISs in Preoaration 

Federal Ae:encv Coordination 

Seate/Local Coordination 

Public Consultation 

147. 

1146 

328 

1271 
. ·­

672 

41 
889• 

4, 

6 

5 

3 
- -

1168 

t .324 

2375 

152 164 

1.180 1210· 

350 370 

1.290 -· 1 320 

680 690 
-

40 50 - -

910 930 
. -­ -­

4 5 

- -· IO 10 

5 - - 4 

5 4 

1310 . 1.4.lff 
-

1460 1600 
-­

2660: 2,860 

Environmental Assessments. EAs were prepared primarily for oil and gas indusuy proposals in the 
GOM and the Pacific region. Aging offshore gas/oil platfonns in the GOM wilt continue to be removed. EAs 
are prepa·red and mitigation developed when platfonns are removed with explosives that have the potential to 
hann marine turtles or marine mammals. In response to its new responsibilities, MMS has reviewed, amended 
or prepared several EAs for sand and gravel projects on the Atb.ntic coast. 

Categorical Exclusion Reviews. MMS prepares CERs to review industry activity that historically had 
little potential for significant environmental effects. This includes most exploration and development plans in 
the GOM and most G&G permit reviews. Such reviews streamline the MMS workload while still assessing 
whether environmental effeccs could occur. (If~ignificant effects are even a possibility, an EA must be 
prepared in.accordance with NEPA). Typically, over 1,000 CERs are prepared annually by MMS: OERs arc 
done for platform removals in the GOM, that do not use explosives for removal. 
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Environmental R~ports!Infonnatio.nal Reviews/Other Reviews. During FY 1995, MMS reviewed 
indusuy plans ofexploration, development, and production, in addition co Development Operations 
Coordination Doeumenrs (DOCDs) from Scates with coastal zone management programs in the GOM. 
Permitting operations reviews were also conducted providing informatian to the Scates for CZMA consistency 
deteoninations and also for use by MMS for NEPA responsibilities. In addition, air quality, biological 
sciences, and archeological discipline-specific reviews were conducted on all plans or pipeline proposals for 
leases and rights-of-way, site specific and regional. Oil spill contingency reviews arc: also an ongoing activity 
for both OPA '90 compliance and for all indusuy-submitted plans. 

Oil Spill Risk Analyses Modeling. Oil spills and where they potentially could go are a major public 
concem and must be assessed. Thus MMS prepares oil spill risk analyses for all sales and for selected 
exploration and development plans. In several cases, ocean circulation models were developed in-house by 
MMS at a cost ofapproximately $70,800; previously, such wo~ was conmcted outat a cost ofover$1 million 
per study area. Historic spill occurrence rc:Search is used co estimate the likelihood offuture occurrences of 
large spills. In FY 1995, MMS published research on comparative spill accurrence rates for lai:ge spills from 
platfomu, pipelines, tankers, and barges. In FY 1996, MMS published a .paper comparing spill data secs 
collected by USGS and MMS. MMS will continue to collect data and update information on large: spill 
occu~cnces. 

In FY 1995, MMS performed analyses for GulfofAlaska/Yakutat s·ale 158. ln FY 1996, analyses were 
performed for GOM Lease Sales 166 and 168, and Beaufott Sea Sale 144. In FY 1997, analyses will be 
performed for the nen Central and Wcstem GOM sales. Also, at least one oil spill risk analysis is likely t0 be 
performed to suppott a Developmentand Production Plan submitted for the Eastern GOM. 

Support to Department ofCommerce (DOC). Due t0 MMS expertise in oil spill modeling, the 
DOC has asked MMS for assistance. In FY 1996, MMS spill OCCUJTCnce estimaccs and .aajectory analysis were 
used in the DOC's environmental review of.the exporting ofAlaska North Slope oil, 

Draft EISs. · In FY 1996, MMS staffprepared draft EISs for proposed lease sales in the GOM and Alaska 
Regions. EISs are prepared to help assess the effects that the sales and resulting activity may have on 
environmental resources, and to develop alternatives to the project. To help identify issues and concerns, 
consultation with the public, Statc:S, and local communities occurs while the draft EIS is being prepared. This 
can lead to changes in the project or alternatives. For example, die Shelikof Strait ponion ofthe Cook Inlet 
Planning Area was removed from proposed Sale 149 during preparation ofthe draft EIS. MMS is now utilizing 
"native aaditional knowledge" as another important source ofinformation in the development ofits NEPA 
documents. 

Final EISs. After receiving formal public comment, a final EIS is prepared which .responds to the 
comments and provides fmal conclusions about the environmental effects the sale and resulting activity may 
have. This assists the Department in making final decisions on the size of che sale and any sale specific 
conditions under which indusuy must operate. In FY 1996, MMS prepared final EISs for lease sales in the 
GOM Regio11t Alaska, and for the 1997-2002 5-Year Plan. 

Interagency Coordinatioa. Annually, MMS holds hundreds of fotmal and informal meetings with other 
federal agencies to coordinate work where activities and jurisdiction overlapped. MMS and the 
Environmental Protection Agency continue to cany out agreements whereby the two agencies cooperate in the 
preparation of EISs for proposed lease sales in the GOM and Alaska Regions. During this period, MMS will 
coordinate with EPA and other Federalagencies for the preparation of the EIS for the 1997-2002 OCS 
Program. Pursuant to Section 7 of the Endangered Species Act, MMS conducts form.al and informal 
consulmtions with the National Mllrlne Fisheries Service and the U.S. Fish and Wildlife Service on leasing and 
regulatory actions deemed to affect an endangered or threatened species and/or its critical habitats. Both 
formal and infonnal consultations arc conducted for both leasing decisions and postlease regulatory actions in 
the GOM, Pacific, and Alaska Regions. 
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MMS also consults with the DOC on activities affecting designated National Marine Sanctuaries (NMS). This 
includes any activity near the Flower Gardens NMS in the GOM, the Channel Islands NMS offCalifornia, 
and the U.S.S. Monitor NMS off Nonh Carolina. 

Federal-State/Local Coordination. To understand issues ofconcem to the States, MMS holds 
hundreds offormal and informal meetings with State and local agencies in Alaska, California, and several Gulf 
and Atlantic Coast States. Reporcs by the OCS Policy Committee and the National Research Council 
recommend that MMS consult more with theStates, local governmencs, and the public. Thus continued 
increases in level ofeffort is anticipated. The level ofcoordination with State agencies and local governmencs 
in Alaska remains high to address environmental issues concerning proposed lease sales in Cook Inlet, the Gulf 
ofAlaska, and the Beaufonand Chukchi Seas. Increased coordination in Florida and Alabama is expected for 
Development and Producr:ion Plan (DPP) EIS planning. Extensive consultacion will continue in California, 
especially with the counties bordering the Santa Barbara Channel and Santa Maria basin. MMS holds scoping 
meetings, public hearings, information transfer meetings, workshops, and other public forums to receive public 
input for the preparation oflease sale EISs, posdease assessments, and the collection and dissemination of 
environmental information. 

Planning And Review. Planning and review for the 1997-2002 OCS Program has increased the level of 
effo.n by headquaners and the Regions in FY 1996. In FY 1995, as required by OCSLA Section 20(e), MMS 
completed the Cumulative Effects Report on OCS activities covering 1987 through 1991. MMS is now 
preparing the next report covering the period 1992 through 1994. Environmental compliance reviews were 
conducted on industry activities in the Pacific region with several hundred special conditions applied to the 
operators monitored. Monitoring ofbowhead whales was curled out in the Beaufo.n and Chukchi Seas. 

3. Supporl ofMMS anJotherAgencia on Envinmmenlal RuJemakin&sAff«Jing <XSAdivities. 

This includes: 

• 	 Support to MMS's Regulatory Program in developing regulations and supporting NEPA 

evaluations. 


• 	 Review ofenvironmental laws and regulations prepared by other Federal agencies. 

Major workloads associated with this element are: 

S_upport for MMS llegulatio~s. 
The Environment.al Assessment Program .provides policy direction for OCS activities connected with 
environmental laws, such as air and water quality, endangered species, and historic sites. This entails reviews 
ofMMS rulemaking and regulatory activities for compliance with the NEPA, and the delivery of technical 
assisr.ance and environmental oversight for MMS prograin activities required under the Nation's 
environmental laws such as the Endangered Species Act, the National Historic Preservation Act, the Clean Air 
Act, and the Clean Water Act. 

Work continues in response to issues concerning Naturally Occurring Radioactive Materials (NORM) on the 
OCS and MMS's involvement in the London Convention amendments regarding discharge of low-level 
radioactive materials into the ocean or seabed. Work continues on revisions to MMS's air quality regulations 
for the GOM in line with the Clean Air Act Amendments. Support for environmental review and analyses wiU 
be needed for MMS rulemaking governing oil spill response in State waters, prospecting for hard minerals, 
shutdown valves and cranes on platforms and other requirements. 

Review offeder~ Environ_menttll Legislation, Rulemaking, and MajQr Decision~. 
· -	 . ­

The Environmental Assessment Program staff review and prepare technical comments and information in 
response to congressional legislative a_ctivitics, significant proposed Federal rulemaking and decisions that 
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)
affect and impactMMS programs and missions. Such reviews .are needed to help other agencies in developing 
workable rules and programs for relevant OCS activities. 

The Environmental Program staffcontinues to work with other Federal agencies on their ongoing 
environmental rulemaking and major decisionmaking activities that impact MMS missions. These ongoing 
rulemaking and decisionmaking activitles include EPA's air qualityand hazardous materials rules and NPDES 
pennies (general and specific areas), NOAA/NOS's coast.al zone management rulemaking and consistency 
appeals, and NOAAJNMFS's and DOI/FWS's rulemaking for endangered and threatened species and Coast 
Guard oil pollution control/recovery. The program staff may also be involved in revie~ and other relevant 
activities for the possible rcauthorU.ation ofthe Endangered Species Act. 

) 


) 
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Leasing' 
The following discussion on the leasing activities is organized by 1) 
program planning and pre-lease (5-YEAR PLAN, AEDP, POSTSALE) 
and 2) pose-lease workloads. 

4. Fn.YearProgram. 

Section 18 of the OCSLA requires the Secretary of the Interior to 
prepare and maintain an oil and gas leasing program that indicates the 
size, timing, and location of leasing activity decennined to best meet 
national energy needs, and other objectives directed by the OCSLA, 
for the 5-year period following its approval. Development of a 5-year 
program allows an efficient allocation ofplanning resources by all 
concerned: Federal agencies, the coastal States, the oil and gas 
industry. and other stakeholders. The current 5-year program covers 
the period from July 1992 to July 1997. Preparation ofa new 5-year 
program ( 1997-2002) was initiated by a Federal Register notice 
published in November 1994. For each of the three major drafts 

Ol;>jectives: 
.' Conduct Policy Analyses and 

Dialogue with Constituencies 
co develop the 1997-2002 
5-Year Program 

.' Implement the Area 
Evaluation and Decision 
Process (AEDP) for lease sales 
scheduled in the 1992-1997 
5-YearProgram 

.' Conduct Altemative Dispute 
Resolution (ADR) to resolve 
confticts and build consensus 

specified in the OCSLA for preparation ofthe next 5-ycar program, the decision information consists ofa 
program decision document.and a memorandum presenting options for Secretarial decisions. A draft EIS and 
final EIS are also prepared•. 

The 5-YearProgram is tailored to fit the different characteristics of the Nation's coastal regions and to respond 
ro the views ex.pressed by Smres, local govemments, and the public. The draft proposed program for 
1997-2002was issued in August 1995 and the proposed program was issued in February 1996. The .proposed 
final program is scheduled co be issued in late summer 1996. Meer program approval, the OCSLA requires 
that the Secrecary review the leasing program ac least once each year. 

Solicit ~Comments Section 18 (c)(l)] from public via 
FR notice 

Comment Period 

Anal sis & Pre aracion of the Draft Pro 

Issue Proposed ProgramSection 18(c)(3) and (d)(2)] and 
Final EIS 

m 

FY 1997 
Planned 
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5. 'lbeArea EtJOluation muJDerision ProQ!)SS. 

The Arca Evaluation and Decision Process (AEDP) includes extensive consultation with States, coastal 
communities and other concerned panics to develop leasing proposals. Duiing FY 1996, major lease sale 
planning activities shall continue to include: · 

• Cotu:inued implementation of the AEDP for the 1992-1997 5-Year Program. 

,,.. Consideration ofa more efficient replacement for the AEDP to coordinate and implement the 
OCS leasing activity. 

In the next few yeaIS, a great majority of the leasing workload will be determined by the timing of the 
proposed lease sales as follows: · 

FY FY 
Sale Number Area 1999 2000 

J49 - :CookInlet 

157 - Centnll GOM 

144- Beaufort Sea 

ti66 - Centtal GOM 

WestcmGOM 

CenaalGOM 

WestcmGOM 

170 - Beaufort Sea 

CentmlGOM 

WcstcmGOM 

173 - Q>ok Inlc Shelikcs Saait 

176 - Beaufort Sea 
- -

CentralGOM 

WcstemGOM 

Note: neamount and timing ofJlle mziptsfrom tkse sales is discussedlater in the 
Recei ts sedion 

Efforts have begun to review and modify the sale planning process. In che Central and Western GOM, che 
process will be more tailored' co che annual pace of sales. In the remainder of the OCS, major sale planning 
steps may be modified, renamed or moved to other positions in the process. Until the new processes are 
adopted, the following is a briefdescription ofc:he current AEDP sale planning process and the workload 
associated with each element: 

...,. lnfoniiation Base Review (IBR). The AEDP begins with an early MMS assessment 
of.the information to be used in developing decisions on leasing. Data in MMS files, in 
academic institutions, and new infor-mation provided as a result of public requesr:s is reviewed. 
No IBRs are scheduled in 1996 or 1997. 
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• 	Call for Information and Nominations and Notice of Intent (Call/NOI) 
to Prepare an EIS. The Call/NO! is the next seep. It is prepared if, as a result of the 
IBR. no reason to stop or delay the leasing process is discovered. The Call/NOi invites 
interested bidders to nominate areas for leasing within a large planning area. It also asks all 
interested par.ties to submit written comments on any issues ofconcern. The CautNOI is 
published in the Federal Register with. a 45-day comment period. The EIS is al'so discussed 
under Environmental Support. A combined Calt/NOI is scheduled to obtain comments on an 
annual pair ofCcnual and Westem GOM sales each year. 

8' Proposed Action and Alternatives Memorandum (PA.AM) and Area 
ldentifica.ti.on. APAAM is prepared for the decision on the Area Identification. Ifa 
decision is made to proceed with the proposed action, an Area Identification (Al) is made and 
announced through a Press R-elease, along with an announcement regarding the scope of the 
draft EIS. One P AAM and Area ID is prepared each year for the Cenual and Wescem GOM 
sales. Two P AAMs are scheduled in Alaska in FY 1'997. 

• 	Proposed!Notice of Sale (PNS). In preparing the draft PNS, MMS consider.s all the 
infonnation gathered at both the IBR and the Call/NOi steps. The PNS provides information 
to the public on the size, timing, and terms and conditions of the leases. The MMS files the 
draft EIS with the Environmental Protection Agency (EPA). MMS tells the public that the 
PNS and the draft EIS are avatlable for review through Notices ofAvailability (NOA) published 
in the Federal Register. In the GOM, two PNSs are prepared each year, one for a Central and 
one for a Western GulfSale. Two PNSs arc scheduled for 1997 in die GOM. 

• Section 19 Letters. Under requirements ofSection 19 ofthe OCS'LA, Governors of the 
affected States arc senc copies of the PNS for their review and recommendations regarding the 
size, timing, and/or location ofa proposed lease sale. This step is known as the Section 19 
Letters step. In the GulfofMexico, 4 lettcrs are prepared for a Central GulfSale, and Z for a 
Western Gulfsale each year. In AJaska, one such letter is prepared for the proposal Notice for 
each sale. • 

• Public Hearings. Public Hearings are held during the 9<ktay comment period following 
publication of the NOA of the draft EIS and die PNS, allowing interested panics to discuss 
issues ofconcern. In addition to the Public Hearings, MMS may schedule other meetings or 
workshops. Hearings are held after the release ofeach draft EIS. One set (in multiple cities) are 
held each year in the GulfofMexico for Central and Western Gulfsales. ln AJaska, one set of 
bearings/meetings wilt be held for sale 170 in 1997. 

• 	Final EIS and Consistency Determination (CD). After receipt and analysis of 
comments on the draft EIS and the proposed Notice (and consideration of reviews required by 
other environmental laws such as the Endangered Species Act), MMS decides whether to start 
preparation ofa final EIS and a CD. The CD is required by the Coastal Zone Act 
Reauthorization Amendments of 1990. The CDs are sent to the appropriate Stace agencies to 
agree/disagree within 45-68 days of their receipt as to whether the proposed sale is consisten~ 
with the State's Coasral Zone Management Plan. In the GulfofMexico, four CDs will be 
prepared in 1997. In Alaska, two CDs will be prepared in 1997, one each for Sales 158 and 170. 

• 	 Balancing Letters. When the Secretary decides on the terms and conditions ofthe lease 
sale, caking into consideration commentS ofaffected States, the Governors are informed in 
writing whether their recommendations were accepted or rejected. In the GOM, four letters are 
prepared each year for Central Gulfsales, and two letters for Western Gulfsales. In Alaska, one 
letter will be prepared, one each for Sale 158 in 1997. 
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•Final Notice of Sele (FNS). A minimum of thirty days before a Sale is held, an FNS is 
published irt the Federal Register. The FNS includes the dare, time, and location ofthe bid 
opening, the blocks offered, and the terms and conditions of the sale. In the GOM, two FNSs 
are produced each year, one for the Cenual Gulfsale and·one for the Western"Gulf sale. In 
Alaska, one FNS will be prepared in 1997, for Sale 158. 

w 	 Sale. Sales ofFederal offshore leases are rond\lcted under competitive scaled bidding procedures. 
Bids submitted for a specific lease sale are opened and read in public. MMS adjudicates each 
apparent high bid to assure that it complies with the submitting company's legal authori7.ations 
which~ onfile, andfor compliance with various regulations and legal notices. Upon verification, 
the highest valid bid for each block is evaluated to detennine ifitmccm orexceeds bidadequacy 
criteria. Two sales are heldeach year in the GOM, one in the Central Gulfand one in the Western 
Gulf. Onesale will be held in Alaska in 1997, Sale 158. 

A bid specific data base is developed which details each bid submitted, companies participating 
individually and as jointventures, .percentages of inccresc by company by bid, bids by lease tenn 
and royalty rate, etc. Seveml post-sale data repons are generated and communicated on sale day 
ro both the Depamnent ofJustice and the Federal Trade Commission for antittusc review 
purposes. Clearance from both agencies is required before leases can be issued. 

Bid adequacy is determined in cwo phases. Phase one bas a 3--day time limit. Bids not meeting 
phase one criteria are technically and economically reviewed in detail during phase two which, 
by regulation, must be completed within 90 days ofsale. 

•Conflict Management. ADR encompasses a spectrum ofways ro resolve conflicts in lieu 
oflitigation, including informal discussions and negotiated rulemakings. The Offshore program 
is expanding an ADR approach ofcollaborating with local interests directly affected by OCS 
development, including environmenml groups and State and local governments. This expanded 
approach includes the cscablisbment of subcommittees of the OCS Policy Committee as well as 
the expansion ofthat Committee as an MMS-wide ADR forum. An Alaska Stakeholders 
"raskfon:e was established to develop recommendations for the new 5-year program. 

6. 	 Post-L!aseAJj&u;liaJtion Promu. 
Once leases arc issued, records relating ro assignment oftccord tide interest, operating rights, mortgages, and 
production status must bemaintained for die life of the lease. Leases issued during the lace 1940s and early 
1950s are still in a producing starus. A!> of December 1995, the GOM Region had S,185 active leases. An 
increase in the number ofopeiators and an active assignment market has resulted in an ever-increasing 
adjudicative workload' to document record tide, operating interest, and designated operators. 

During the lease assignment process, supplemental bond compliance often is the primary MMS prerequisite to 
approval. Such a requirement is necessary where a lease has existing oil and gas facilities and none of the 
post-assignment record title holders has been deemed supplementa} bond exempt. The transferofproducing 
leases (with major production facilities) from large to small companies increases the risk ofa bankruptcy. The 
prospect of incurring costs into the millions ofdollars for abandonment and cleanup has rcsulccd in MMS 
requiring additional security. 

The supplemental bond process initially requires a decermination ofsupplemental bond eligibility. The exact 
amount of the supplemental bond requirement also muse be determined. Official notification of this amount is 
made to the operacor. Discussions between the operatorncssee representative and MMS regarding the 
supplemental bond requirement arc conducted. MMS carefully reviews changes requested by the 
operacornessce representative. Final MMS notification ofdie requirement is provided to the operator. 

, 


) 
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Upon sufficient proofofcompliance, including coordination with the Federal Reserve Bank, and completion) of other adjudication procedures, the assignment is eligible for approval. In the absence of supplemenral bond 
compliance, the assignment is retUmed to the submitter unapproved. The entire process may take 4 weeks to 
a year. 

- - - ·­ -··­

Ongoing Workload I 

- - -­ -­ - ... ·­ -· 

FY 1995 FY 1996 FY 1997 
Estima·te 

I 

Actua•l Estimate II~ 
- ­

Active Leases ,5.243 S.34Q, _ s4851: 
-­

Assi1mments 2510 2.675 2 885' 

New Companies Oualifvine: 71 80 87 
- -

Qualification Uadaces - 439 485 513 

Lease/Pioeline _Relinauishments 355 -­ - ____ 306 333: 

Lease/Pipeline 520 1 550 
I 

580 
Cancellations/Exoimtions ' -­ -

···-· 
' 

Suretv Bonds -­ - 1701 204 254' 
--

Suoolemental Bonds I 66; 
- -­

81 82
1, 

- - - - - --­ . 

Non~reauired Filin!!S ' Z.309' ~520 2730. 
-

Customer Calls for 
I 11,111 U,100 11,190 

Information/Assistance 
·-·-­

Customer Visits 2.903 2.9551 -­ _3.035 
-­

Surety Bond 134 155 181 
Cancellations/ReQla~ern,ents 

Active Lease. Any lease that is within its initial or primary term or a lease that has drilling or production 
activity. 

Assignment. Transfer of specified interest or tide ofan active lease from one company to another. 

New Company Qualifying. The necessary documentation to substantiate that a company is authorized 
to own/operate leases. 

Qualifications Update. Changes to the initial qualifying company information, such as signing authority, 
changes of company name, or merger ofone company into another. 

Lease Relinquishment. A statement filed by an active leaseholder giving up all righcs, title, and interest 
in the lease. 

Lease Cancellation/Expiration. A lease that fails to meet or maintain required activity is cancelled by 
the MMS. An active lease within its primary term which has never had any activity expires at che end of the 
primary term. A producing lease terminates after 90 days ofno .production. 

Surety Bonds. MMS regulations require lessees to furnish lease specific surety bonds conditioned on 
compliance with all the terms and conditions of the lease. Lessees have the option to furnish, in lieu of 
separate lease bonds, a corporate surety bond for all oil and gas and sulphur leases held by the company. 
Holde~ of pipeline rights.-of-way are required to furnish a separate $300,000 coq>0rate surety. Some small 
companies opt to meet surety bond requirements by pledging U.S. Treasury Notes as security. 
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Supplemental/Additional Bonds. The Regional Director has authority to require additional security for \liabilities associated with a specific lease. Some small companies opt to meet this requirement by pledging 
U.S. Treasury Notes as security. 

Non-required Filings. lndusuy has increased non-required filings ofdocuments indicating items such as 
the placement ofor release from loans secured by the borrower's interest in the lease. Increased activities may 
be due to several reasons: 

• 	 filing with MMS is becoming more ofan accepted practice with indusuy even diough it is not 

required; 


- some parish filing fees are high and industry may besaving significant dollars by filing with 

MMS only ance versus filing with several parishes; and 


rir industry is finding that MMS filings provide a coordinated reference source for tide searches. 

Customer Calls. Numerous phone calls are received requesting infonnacion or assistance. There is an 
expected increase in customer calls during FY 1997 resulting from an increase in the number ofoperators and 
increased interest in offshore leasing. A computerized assignment uacking system will allow quicker handling 
ofcustomer questions. 

Customer Visits. Industry representatives often· walk into the regional offices for assistance in several 
different functional areas such as: the of.flcial record tide lineage ofa lease; company qualification information 
as to who in a company has been granted specific authorities; wha owns/operates specific leases; what 
operating rights have been assigned to whom; etc. The number ofvisitors may decrease in FY 1997 after a 
proposed computer dial-in system comes on line. This system will enable a person to dial in and view various 
fields ofinformation, thus eliminating the need for a visit. , 
7. OtherAdivitU!s.. 

-· 

On1wine: Workloads --· 

FYl995 FY1996 FY 1997 
Estimate Estimate Estimate 

-· 

Protraction DialmllllS 
· - ­

NADZ7 42 0 0 

- . NAD83· 52 100 150 
.. 

Official Block Diaimuru 
-

NAD27 
State Seaward BDY Oi a· 0 

and Limit of8(g} Zone 
..Block BDY Blocks 0 () 0 

NA083 
State Seaward BDY 802 750 900 

and Limit of 8(g) Zone 
HJHock & BOY Blocks 619 550 750 

SQecial Block Diamuns o. 150 300 

Data Base O~veloom.ent . . 4FTE. 4FTE 4FTE 
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Onrroinl! Workloads 

FY 1995 FY 1996 FY 1997 
Estimate Estimate Estimate 

Baseline Point Develooment 7,000 10,000 4000 

A-16 Coordination lFTE IFTE l 'FTE 

•Differences are attributed to the implementation ofNAO 83, the 
phaseout ofNAD Z7 and the development ofa corporate offshore data base . 

.. A Block and Boundary Block is defined as a block generated in order to 
oooulat~ the B&B data base with historic data. · ­

The 0CS must be accurately defined to assure that only Federal lands arc offered for lease by the Federal 
Government. This coordinate infrastructUre is referred to as the official offshore cadasue. It is being updated 
to refleet the Agency's effons to implement the National Oceanic and Atmospheric Administration's June 14, 
1989, Federal Register Notice (54 FR 25318) mandating implementation of the North American Datum of 
1983 (NAD 83). The official MMS NAO 83 Implementation Plan was published in the Federal Register on 
Mayl, 1991. 

Official offshore coordinate data muse be developed for areas not currently offered for lease. This work is 
necessary to comply with new statutocy and regulatory requirements including: 

rw Oil Pollution Act of1990; 

rw Office ofManagement and Budget (OMB) Circular A-16, Coordination ofSurveying, Mapping, 
and Related Spatial Data Activities; 

rw :Executive Order 12770, July 25, 1991, Metric Usage in Federal Government Programs; 

• 	 Executive Order 12906, April 11, 1994, Coordinating Geographic Data Acquisitian and Access: 
The National Spatial Data Infrastructure; and 

., 	Article 76 of the 1982 United Nations Law of the Sea Convention and Depanment ofState 
request to define the fullest extent of U.S. jurisdiction for the entire U.S. coast and thatof its 
territories. 

The NAD 83 effort wilt require the MMS to redefine approximately 500 existing Official Protraction Diagrams 
(OPD's) and Leasing Maps (LM's) and 15,500 Supplemental Official OCS Block Diagrams (SOBO's) on che 
new dacum. A number ofnew official output products will be required in order to def.inc existing NAD 27 
leases on the NAO 83 datum, to depict ambulatory leasing boundaries, and to delimit the U.S. Exclusive 
Economic Zone (EEZ) and international maritime boundaries. Complete offshore cadastrc coverage ofall 
relevant areas may generate as many as 200,000 diagrams. 

The Block and Boundary component of the Technical Information Management System (TIMS) defines and 
maintains the official offshore cadastre. The cadastre uses geographic coordinates to provide accurate legal 
definitions ofthe OCS for administrative, jurisdictional, and leasing pu1:p0ses. Accordingly, the Block and 
Boundary component is integral to the development of numerous otherTIMS components. 

The MMS Mapping and Survey Staff is working with coastal states (including Alaska, Texas, Louisiana, 
Mississippi, Alabama, and Florida) to jointly develop and fix by decree of the U.S. Supreme Court the 
FederaVState offshore Submerged Lands Act (SLA) boundaries. These collaborative efforts reduce the extent 
ofcostly and time-consuming Federal/State jurisdictional disputes. Jurisdictional dis.putes that are not 
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resolved have the potential for delaying and/or reducing the Jeasable areas proposed for Federal and State 
offshore natural gas and oil development. 

Advisory Board Coordinagon 

The OCS Advisory Board was established in 1975 to provide advice to the Secrecary and. other officers of the 
DOI in performing discretionary functions of the OCSLA. The OCSLA requires that Interior consult with 
aff'ectcd States and other interested parties on all aspects ofleasing, exploration, development, and protection 
of the resources ofthe OCS. TheAdvisory Board provides a formal mechanism for this consultation. It 
direcdy influences the program by providing a unique forum for conflict resolution and policy development for 
this critical national energy program. The board was renamed the Minerals Management Advisory Board in 
1994 to enable it to address royalty-related issues. The Minerals Management Advisory Board, is comprised of: 

• an OCS Policy Committee; 
• a Gulf ofMexico Offshore Advisory Committee (GOMOAC)i 
• an OCS Scientific Committee; and 

w a Royalty Policy Committee. 


The OCS Policy Committee advises the Secretary on the national policy implications ofmanaging the OCS 
resources. The GOMOAC advises the Regional Direcror, GOM Region, on all aspects ofOCS development. 
The OCS Scientific Committee advises MMS on the feasibility, appropriateness, and scientific value of the 
Environmental Studies Program. It reviews the relevance of data being produced by the program and 
recommends changes in its scope, direction, and emphasis. The Royalty Policy Committee advises MMS on 
royalty management and other mineral related policies. 

The members are appointed by the Secretary and provide advice to officials wimin the DOI. The 
membership is balanced as required by the Federal Advisory Committee Act (FACA) to ensure that all 
interested constituencies, including me coastal States, are adequately represented. The Advisory Board 
committees convene several Eimes a year and have distinct purposes as explained in their chaners. 

The Advisory Board committees frequently appoint subcommittees· for in-depth analyses ofspecific issues, 
and their findings arc repoitcd back to the scmding committees. These subcommittees are dissolved after 
they have given their report to the standing committee. Subcommittees are frequently appointed at one 
meeting and dissolved at the next biannual meeting. The members are appointed by the Chairman of the 
OCS Policy Committee and usually have between five and ten members. 

The OCS Policy Committee cur:rently has four subcommir:cecs which address legislative, mineral, moratoria, 
and regional issues. The subcommittees are: 

• the OCS Legislative subcommittee; 

• the Hard Minerals subcommittee; 

• the Subcommittee on Environmental Information for Select OCS Areas Under Moratoria; and 

• the Regional Stakeholders Task Force. 

The MMS provides suppolt for all me Advisory Board committees, including the service ofan Executive 
Secretary. Suchsupport includes travel expenses for non-Federal committee members, planning and paying 
for committee and subcommittee meetings, and producing meeting records as required by the F ACA. 

) 


) 
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Resource Evaluation Program 

Justification of Program and Performance 

Analysis by Subactivity 


do/Ian in thou.rands 

1996 
Estimate 
to Date 

U nconuoJilablc 
and R~lated 

Changes 
Programmatic 

Changes 

1997 
Budget 
Request 

Cl:iange 
from 
1996 

Resource $ 
Evaluation FTE 

ProE:ram 

16,382 
207 

0 
-1 

0 
0 

16,382 
206 

0 
-l 

Program Description 


The RE program acquires and analyzes 
geologic, geophysical, and other geoscientific 
data and information essential to suppor.t OCS 
program decisions and ensures that the 
Government receives fair market value (FMV) 
for mineral rights to OCS lands. The program 
responsibilities encompass an cycles ofOCS 
program activities: identification of broad 
areas of the OCS thought co be most promising 
to contain natural gas and oil; determination of 
specific values for individual cracu offcred for 
sale; and ensuring that eventual discoveries are 
developed and produced in accordance with 
the goals and provisions of the OCSLA. 
Current proved reserves ofapproximately 3 
billion barrels ofoil and more than 30 trillion 
cubic feet ofnatural gas will produce several 
billion dollars in future royalty paymcncs. 
Additionally, significant quanties of 
undiscovered crude oil and natural gas 
resources arc thought to exist on portions of 
the OCS which could help meet the future 
natural gas and crude oil needs of the Nation 
as well as providing billions ofdollars to the 
US Treasury through bonus bids, rem:als, and· 
production royalties if leasing occurs. 

The majority of the RE program activities arc 
performed by geologists, geophysiciscs, 
pcuolcum engineers, and other technical and 
suppon personnel in regional MMS offices 
who (like industry counter.pares) gather and 
analyze data and information pertinent to the 

Objectives 
The main objectives of the Resource Evaluation (RE) 
program arc to: 

,/ Obtain and analyze proprietary geological and 
geophysical (G&G) data and information, and 
conduce resource and reserves studies ofOCS lands 
to determine: (1) whether geologic conditions for 
energyor non-energy minerals exist, (2) where 
potential concentrations ofresources and reserves 
are located, (3) the size ofthe11ccumulatioris and 
the likely amounc ofresources those accumulations 
may contain, and (4) the economic value of the 
resources and reserves. 

,/ Advise Department and Bureau management on 
matters related to the OCS leasing and regulatory 
programs and issues from a petroleum geology and 
resource economic perspective. 

,/ Collect economic data/conduct studies necessary co 
support the development ofa comprehensive 
5-ycar leasing program and ensure that the public 
obtains fair market value from individual lease 
sales under that program. 

,/ Conduct continuing investigations ofOCS lands 
nec::cssary to estimate current discovered crude oil 
and natural gas reserves by fields and undiscovered 
crude oil and narural gas resources (including 
speculative resources). continuedon nt!Xtpage 
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probabilities that natural gas and oil may 
exist in areas under study. The MMS uses 
proprietary data and infonnatlon gathered by 

./ Publish/make available timely informatlon pertinent industry (under permits issued by MMS 
to the mineral potential of the OCS to the public,regional offices) as well as academic studies 
academia, and private industry. .and public information co conduct 

broad-based resource assessment, such as the ./ Conduct continuing reviews ofavailable bidding 
joint ''National Assessment" undertaken systems and specific bidding variables for leasing OCS 
with the USGS, which identifies areas with tracts and their effectiveness in accomplishing the 
promising resource potential for future objecrives of the OCSLAand Amendmenc:s. 
program decisions. More detailed analyses ./ Conduct economic engineering, and geologic analyses 
are performed on those most promising areas in support ofregulatory actions to modify lease 
to determine the amounts ofnatural gas and provisions necessary to ensure optimum Government 
oil which may exist, whether such and private benefic:s of minerals production. 
accumulations may be economically viable ./ Improve pa1tnership effon:s with coastal States in 
for exploration and development and the identifing and evaluating Federal OCS non-energy 
mineral and economic benefits which may mineral resources with a focus on sand for shoreline 
result from leasing the area. (These benefits protection, beach and barrier island restoration, and 
are then compared with the social, wetlands protection; fully implementP.L.103-426. 
environmental, and economic. costs of ./ Provide technical support to the Department ofState 
leasing.) In the event that leasing is develop mechanisms for cooperation with counterpar:t 
scheduled, very specific studies ofindividual agencies in foreign countries, and respond ro 
uaccs beingoffered for lease are undermken invitations to provide technicat assistance on a cost 
to estimate the value oftracts being off ercd reimbursable basis. 
(based upon the amount ofnarural gas and 

./ Develop procedures and regulations for processing 
oil which may exist beneath the aaca). and implementing the royalty suspension provisions 
These values arc then used in conjunction 

of the OCS Deep water Royalty relief Act, Pub. L.
with related market based criteria set forth in )1:04-58.
predetermined bidding rules to evaluate the 
adequacy ofbids submitted by pr:ivar.e 
companies-thereby ensuring that the 
Government receives fair compensalion for leasing these mineral rights. Subsequent to leasing, industry 
exploratory, development, and production activities provide additional geologic data and information to RE 
program offices which are then incoi:porar.ed into existing databases and may introduce changes to the previous 
expectations of the area. (For example, drilling a well may produce oil or natural gas in ~nes .previously not 
expected to have oil Qr natural gas or may not find oil or natural gas in geologic formations expected to contain 
these minerals. Whatever the result, these new "faca" mu~t then be factored inco future leasing and valuation 
decisions.) 

RE functions utilize proprietary geological and geophysical data and information gathered by private 
companies on unlcased and leased lands and have the capability to integrate these data and information with 
existing data and infonnatlon. Hence, Geologic assumptions and interpretations ofareas arc constantly 
undergoing changes and modifications introduced by new information, data, geologic schools of thought and 
technological improvements (such as innovations in the collection and interpretation ofseismic data). 

The RE program activities also include tbe development and maintenance ofcomplex ADP-based databases 
and mathemarical and economic models which arc used in FMV detemtinacions. Such models and databases 
are also necessary to evaluate broader sale design options and OCS program and policy issues, including 
cost-benefit analyses ofpotential legislative proposals impacting OCS activities, as well as day-to-day lease 
regulatory decisions. 
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Industry Trends In recent years, the oil and natural gas industry practices ofcollecting and analyzing 
geological and geophysical data and infonnation have changed dramatically with the advent and use of 
computer-assisted data incerpretation and analysis systems. Such systems use powerful computer 
workstations, sophisticated sofcware, and massive databases in an incegratcd and interactive manner to 
detcnninc possible locations of natural gas and oil accumulations and estimate the size of potential fields. A 
significant factor in the process is the incorporation of3-dimcnsional (3-D) seismic data.· This allows scientists 
to evaluate geologic features that were virtually undetectable using the standard 2-dimensional (2-D) data. 
Several recent major discoveries in the GOM have resulted from applying these techniques. The use of3-D 
seismic data in the imaging ofsubsurface hydrocarbon prospects has resulted in major "subsalt" discoveries in 
thcGOM. 

The ocher major advance provided by these tools is the ability to integrate extensive amounts ofgeological and 
geaphysical data and infonnation into a single inteipretation. This is often critical in defining the subtle oil 
and gas prospects that arc today's exploration targets in mature areas like the GOM. 

Legislative Jni,tiatives. The OCS Deep Water Royalty ReliefAct (P.L. 104-58, November 28, 
1995) amended the OCSLA to mandate the use ofa new bidding system that provides for royalty volume 
suspensions for new leases. Any lease sale held before November 28, 2000, muse use the new·biddingsystem 
for all tracts located in water depths of200 meters or more in the GOM west of87 degrees, 20 minuces West 
longitude. The stacute also provides for royalty suspensions on existing leases in the same area after 
submission ofan application and a determination that new production would be uneconomic from such leases 
or unit without royalty relief. 

P.L. 104-58 has generated a high ievel ofindustry interest. Because of this interest and because of the 
complexity of this legislation. successfully implementing its provisions will greatly expand MMS's workload. 
Because, the Act suspends royalty payments until' significant amounts ofoil and gas have been produced, this 
means thar., unlike other OOS leases, the major share of the revenue stream from Deep Water leases must be 
captured at the front end. Thereforc, the level ofU.S. Govemment revenues depends heavily on the timely 
and accurate determinationofthe FMV. · 

Technical Information Management System (TIMS) Activities The MMS has been 
able to incorporace 3-D seismic data as an integral component ofthe TIMS project. As a result, 12 
workstations were installed in the GOM Region during FY 1994 for approximately 100 geologists, 
geophysicists, and engineers to share. The workstations arc an impon:ant tool in peJforming resource 
evaluation functions - including critical uact evaluation/bid adequacy deteRDina~ons as well as field 
delineation (reserves) apalyses. 

The MMS is now acquiring 3-D seismic data (as well as other digital information) currently being collected by 
geophysical conuactors throughout theGOM Region (as well as other active areas ofnatural gas and oil 
exploration and development throughout the United States and the world). Using these data and information, 
MMS utilizes the iqtcraccive evaluation of uacts using workstations acquired through the Geologic 
Interpretive Tools (GIT) project. Concurrently, MMS will convert or selectively repurchase our existing 
1,400,000+ miles of paper 2-D seismic infoanation and, through a conuacrual arrangement, 100,000+ paper 
well logs, in the GOM alone, into a form usable by these computer-based workstations. 

The MMS has begun a major effort ca integrate historical intei:pretations into the TIMS database. This 
includes the integration of data from approximately 1,000 fields and 20,000 reservoirs, prospect evaluations 
from previous lease sales, regional maps, seismic navigation data, and other studies and investigations. While 
this effort is ongoing, the necessary task to populate the G&G database with the huge inventory ofwell logs, 
directional surveys, and velocity surveys has also begun to be undertaken. (See section entitled G&G Data 
Acquisition and Analyses for specific infonnation.) 

Based on the previous discussion. the work of the RE program has been divided into nine major subelements
} 	 and their description follows. Within some of the subelements, major accomplishments also have been 

included. 
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1. .Rif1ulation ofData OJllazion 

-·· 

Ongoing Workload 
Number 

1995 
Accual 

G&G Permits Processed and Annroved 125 

1996 1997 
Estimate Estimate 

150 150 

The objective of this component of the RE Program involves the developmenc and implemencation of the 
regulations, rules, and procedures which must be followed by any pany which collects prelease G&G data and 
information on the OCS for purposes related to mineral exploration, development, or produCtion. The general 
purpose of these regulations (30 CFR Pans 251 and 288) is to ensure that prelease exploration and scientific 
research operations in Federal wacers do noc interfere with each other, with lease operations, or with other uses 
of the area. Adherence to these regulations will ensure that exploration and research activities will be 
conducced in an environmentally safe manner and noc interfere with other activities occurring in the area. 

These regulations govern the permitting, data collection, and release ofinformation. They prescribe when a 
permic or a notice is required, operacing procedures for conducting activities, requirements and conditions for 
release ofdata and information, and reimbursemenc to pcrmittees for reproduction coses of rhe data and 
information for MMS. The·1evel of permittingactivity is expected to remain at approximately FY 1995 levels 
due to resurveying effoits by industry (collecting 3-D seismic data over the entire GOM), as well as renewed 
leasing activities in the GOM. 

2. G&GData Aapasilion and Anal~ 

Oagoj.ng Workload 
Number 

Seismic Dara Acauisicion 
1995 

Actual 
1996 

Estimate 
1997 

Estimate 

2-D lline-miles) 9%0 9_900 
. 

9 900 

3-D <blocks) 1,825 2.000 2,200 

G&G Data Acquisition.· The primarysource of the G&G data and information used by the RE 
Program is the oil and gas industry which conducts exploration, development, and production activities on 
OCS lands. While the MMS does noc perform any direct data collection activities, pennits issued co industry 
for collecting G&G dam include a stipulation that allows MMS to inspect the data and selectively ac;quire 
pot:tions for only the cost of reproduction. However, ifindustry has collected data in areas not under MMS 
jurisdiction, e .g., State waters or adjacent foreign waters, MMS must pay, the significantly higher "market 
price" for obtaining such daca. 

The data and infonnation arc used by RE geologists, geophysicists, and engineers co penonn a variety of 
analyses including: (1) regional geologic mapping and analyses ro detennine major areas of hydrocarbon 
potential on the OCS, (2) detailed evaluation ofindividual OCS tracts to decennine the potential FMV of the 
tract for bid evaluation purposes, and (3) reserve estimates of the known discoveries ofoil and gas as well as 
the developmentof resource estimates of possible oa:uRenccs of undiscovered gas and oil. · J. 
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) 	 Seism:ic Data Acquisition. In FY 1995, 64 percent ofall funding allowed for G&G data was for 
seismic data acquired in the GOM. Lesser amounts of funding were for data acquired in Alaska (31 percent) 
and the Pacific (4 percent). The remaining funds were used to support the joint MMS/State/lndustry effort to 
publish the GOM Geologic Atlas Series (see pro~ subelement #8). kt FY 1995, 3-0 seismic dara continued 
to be acquired and incorporated into the GOM database. The relative proportion of3-D acquisitions to 2-D 
acquisitibns will continue to grow in FY 1996 and later years as full-scale implementation in rhe GOtvf Region 
proceeds and GIT begins to be implemented in the other regions. However, Z-D seismic data acquisitions 
must be maintained to evaluate acreage for scheduled lease sales in Alaska. 

Data Conversion. Concurrently, MMS must initiate a dam conversion process to convert its entire 
existing database into a digital form usable by the new computer-assisted wor.knations - a project which will 
cake several years at current funding levels. In some insrances, MMS can reacquire some of these data in the 
newer, digical fonnats at rates below data conversion prices, as is currently being done in the GOM. However, 
some older data simply do not exist in this format and must be converted through other methods such as 
scanning or digitizing. This is needed for the Bu.reau modemi:zation effort in support of tract evaluation, 
reserves inventory, regional mapping and assessment, and uniti:zation functions. In some cases, such as for 
digiral well logs, contractual assistance has become necessary. 

Other Data Acquisitions. Other data acquisitions include navigational data sets, directional surveys, velocity 
surveys, and well logs. · 

The objective of this component ofthe RE program is to identify geologic plays on the OCS that offer the 
highest potential for natural gas and oil and non-energy development and production. Following the 
identification ofgeologic plays, a thorough analysis of the play's hydrocarbon potential occurs. An assessment 
of the play's undiscovered resource potential, and its economic viability, is made using state-of-the-art 
computer-based geologic models. This will focus the necessary srudies to identify both environmental and 
operational constraints as well as assist in the consideration ofeventual leasing decisions. 

The relative success ofthis component requires access to and use ofa broad array of G&G data, information, 
and studies. Long lead times arc often required to identify and detemline whether geologic conditions exist 
for accumulations ofnon-energy or energy minerals, whether a basin may be oil- or gas-prone, and determining 
the presence of reservoir rocks, source: rocks, and similar conditions associated with natural gas and oil 
accumulations. The resulcs of this work are subject to change and arc updated as new data and information are 
generated and acquired. Inthe early stages, this component will focus on entire planning areas, but as more 
data and information are acquired, the focus shifi:s to sale- and prospect-specific areas to be offered for lease, or 
which are related to a specific issue, i.e,. moratoria, marine sanctuaries, lease buybacks, etc. 

In FY 1996 and FY 1997, resource assessment activities will be focused primarily on those casks necessary to 
complete and publish data and infonnation resulting frorn the MMS National Assessment and utilize this 
information in other MMS program areas. This follows the development ofa new methodology to assess the 
technically-recoverable undiscovered hydrocarbon resources on the OCS. All of this infonnation, e.g., 
identification ofplays, the assessment of the hydrocarbon resources that may be present, and their economic 
viability, feed into the 5-year oil and gas program formulation process, specific lease sale decisions, and a 
myriad ofAdministration and Congressional policy and legislative proposals affecting OCS lands. 

Additional activities occurring under this component arc day-to-day activities necessary to provide technical 
input to otherissues that come about, such as moratoria, marine sanctuaries, shipping and transponation lanes, 
DOD and NASA concerns, etc. 

This component of the RE program focuses upon developing estimates of the possible amounts of 
undiscovered, natural gas and oil believed to exist under Federal waters. The estimates are developed using 
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complex compucer models and methodologies using specific geologic information, mathematical and statistical 
analyses, risk and probability theories, and a variety ofassumptions penaining to economic scenarios, 
petroleum engineering data, ~nd a variety ofadditional technical assumptions. Resource estimates can address 
vast areas, such as the Atlantic, offshore Alaska. or the entire OCS, but are also made for smaller areas, such as a 
particular lease.sale or deferral option. The estimation process requires that estimates be developed for 
"technically recoverable" natural gas and oil quantities which may exist butare yet to be discovered, as well as 
estimates for•those. resources that may be economically viable for exploration, development, and production 
under varying economicsce~os. Similady, estimates ofundiscovered resources on uacts currently leased are 
estimated separately from those unleased lands. All of t:hese must be periodically revised as economic 
scenarios and the lease inventory change$ in each planning area. 

Resource estimates must also be developed to support critical analyses ofpotential impacts of policy options, 
legislative proposals, Environmental Impact Statements, and industry activities affecting OCS naturai gas and 
oil activities - both future and current. Resource estimates for the OCSare required to be continuously 
reviewed, updated, and reported to Congress every 2 years. 

Lease Sale Sppport 

During FY 1996, resources estimates wete developed for the 1997-ZOOZ ComprehensiveProgram-including die 
impact ofdeleting portions ofareas beingconsidered for leasing. The estimates will be used to analyze the 
potential environmental impaccs of the proposed sales and alternatives, and economic analyses necessary to identify 
decision options for depamnental officials related to each specific sale. The FY 1997 will support similar analyses 
and decisions for specific sales being considered in FY 1998 and FY 1999. Resourt:e estimates' must also be 
developed for special activities ofother miscellaneous OCS issues and decisions, e.g., legislative proposals, OC.S 
marine sanctuary dcsignatlons, marine boundary negotiations, oil spill trajectoiy models, and other similar special 
issues. 

5. ResouroeEmnomic Studies 

- · -· 

Ongoing Workload 
Number 

l995 
Actual 

1996 
Estimate 

1997 
Estimate 

Sale .related (E&D reports, NEPA and other 
decision documents, bidding system design, 
cost estimates and price forecasts) 

4 6 4 

Soecial Scudies 20 30 30 

RovaltV Relief ReQuests Completed 4 20 30 

This component of the RE program addresses specific economic issues and information associated with the
• OCS program as a whole and its relationship tO private indusuy, governmental entities (e.g., States, Congress, 

the DepartmentofEnergy, and other DOI bureaus, and the general public). Economicand statistical analyses 
are pe.rfonned which incorporate RE program data and information into the overall MMS and departmental 
leasing policies and program decisions. This function requires sophisticated statistical and analytical modeling 
capabilities and access to a diverse array ofdata sources on: mineral, natural gas and oil prices; industry 
investment patterns; exploration, development, production, and transportation costs; supply and demand 
factors; financial muket conditions; taX laws; and a myriad ofother related issues. 

Sale-Related Studies. These are used to design the terms and conditions for individual lease sales 

including rental amounts, length ofprimary tenn, and bidding systems (royalty rates and suspensions and 

minimum bid levels). Other analyses provide information for Exploration and Development (E&D) reports ) 

and decision documents as well as the economic guidelines (price and costs) forbid adequacy detenninacions. 


FY t997 Budget Justification 72 Minerals Management Service 



R.esoun:e Evaluation Program 

Broader sale-relar.ed studies are conducted to estimate future revenues and other economic benefits arising) 
from OCS leasing decisions or policy initiatives. In FY 1996, IMODELwas used to develop sale designs 
related to implementation of the OCS Deep Water Royalty ReliefAct and its effect on lease terms and ' 
conditions on the pace of leasing and the amountS paid for leases. · 

In FY 1995, sale related studies supported two GOM lease sales as well a5' bonus revenue estimates. In FY 
1996 and FY 1997, analyses will support two Alaska and four GOM lease sales and bonus revenue estimates. 

Special Studies. These are gaining imponance as the OCS leasing .program matures. The economic 
analysis expertise ofRE is often called upon to analyze regulatory and legislative proposals affecting OCS 
leasing, exploration, development, and production activities. Ad hoc studies address specific policies and 
compilations ofdata needed to analyze overall OCS program activities. 

In FY 1995, RE conducted special studies addressing proposed legislation on issues like royalty relief for 
development ofdccpwater prospects and barriers to the exportofAlaskan North Slope crude and buybacks of 
leases in c=nvironmencally sensitive areas. Analyses ofalternative leasing strategies, relationship ofpre-exploration 
probabilities to acrual production, rates ofrerum from OCS development, incentives to make marginal prospectS in 
the GOM attractive to develop, and the sale ofoffshore revenue streams contributed to die workload in FY 1996. 

These studies resulted in regulations to allow the use of fixed or sliding-scale royalty races lower than 1/8 or 
the use afroyalty suspensions in bidding for OCS traces as mandated in the OCS Deep Water ReliefAcc. The 
regulations should enable MMS to make marginal tracts available for leasing with more attractive terms while 
still ensuring the receipt ofFMV. 

The FY 1996 efforts will include pursuing rcnral and royalty suspension options and updating cast data in 
support ofMMS tract evaluation responsibilities. In FY 1997, RE will focus ics special studies on topics of 
stimulating leasing·and drilling of new tracts, encouraging production from active leases, and analytical support 
for the Comprehensive Program. 

Royalty Relief Requests. The OCS Deep Water Royalty ReliefAct provides for royalty volume 
suspensions on active leases in the GOM after submission ofan application and a determination that new 
production would be uneconomic from such lease or unit without royalty relief. The MMS is developing the 
application process and models to evaluate such applications. In addition, in December 1995, MMS issued 
interim guidelines to streamline and simplify the 10yalcy reliefapplication process for offshore producers ro 
provide the appropriate financial incentives for marginal prospeets, with efforts focused on deepwater, 
high-cost, enhanced recovery, and end-of-life needs. The goal of the statute and interim guidelines is to raise 
the level of natural gas and oil invesanent, production, and employment on the OCS. Royalty relief requests 
have increasingly commanded more and more sraff resources. Four requests were completed in FY 1995. 
Requests for FY 1996 and 1997 should increase dramatically, because ofche statute and new g.\iidelines issued 
in FY 1996. However, the numberofapplications that can be actually processed will be limited somewhat 
,through die promulgation of regulations to collect fees for processing royalty relief requests. 

6. Trtid Evaluation 

Ongoing Workload 
Number 

1995 
Actual 

1996 
Estimate 

1997 
Estimate 

800Total Tracts Evaluated 863 1000 

Phase 2 Bid Adequacv Determinations ~ 383 500 400 

AQoeal ofBid Reiections 4 10 8) 
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The cract evaluation component estimates economic values for rights to mineral resources on individual OCS 
tracts. The MMS .uses the values ro detemine i.f the high bids received for leases on aacts represent "FMV" 
as mandated by the OCSLA. Immediately after a lease sale at which bids arc read publicly, MMS begins the 
process ofdetennining whether a bid can be accepted and a lease issued. Acccpmnce ofa bid is based on a 
two-phase process •. 

Phase 1 of the process is conducted on a tract·by•tract basis and is normally completed within one week of the 
bid opening. I-tis designed to accept those high. bids where the competitive maJ'ket can be relied upon to 
assure receipt ofFMV or where Government data indicate die tract does not contain an economically viable 
prospect. 

Those high bids not accepted in phase 1 rccieive further evaluacion in phase Z. For those high bids, MMS 
geologists, geophysicists, economists, and petroleum engineers prepare detailed estimaces of the economic 
value ofoil and gas resources on each tract in phase 2. The high bids are then compared to Government 
estimates ofvalue. Most analyses are undertaken based upon data available at the time of the sale; however, 
additional geophysical and geological data may be obtained after the sale at the discretion of the Regional 
Director. The Regional Director must accept or reject alt bids within 90 days after the date on which they are 
opened. Any bid not accepted within 90 days is rejected. Companies have 15 days to appeal any rejection. 

The RE personnel who are engaged in uact evaluation use mathematical and statistical models to integrate 
geophysical, geological, petroleum and mining engineering, and economic data to derive tract values. The 
process takes into account changes in leasing policies and procedures, lease terms and conditions, tax: codes, 
bidding systems, and other external factors. A major effort, begun in FY 1993 and continuing through FY · 
1996, is underway to improve the uact evaluation model (MONTCAR) to ensure receipt ofFMV. 

The first part of this effort involves enhancing the model's ability to accurately depict the geologic and 
engineering complexities associated with delineating and developing geologic accumulations. The first phase 
of this effort is complete but official use ofthe new model has been delayed by modifications required by the ) 
OCS Deep Water Royalty ReliefAct. Acquisition of these dara were completed in conjunction with the 
National Assessment to the limit imposed by in-house sources. Non-public data stiU needs to be accessed. 

FY 1995 was a year ofincreased bidding activity in the GOM. More than 380 tracts received a full scale 
(MONTCAR) evaluation. The high bids on 23 uacts were rejected, and on four of these tracts the high 
bidders appealed their rejected offers. Because of the passage of the OCS Deep Water ReliefAct more tracts 
are expected to receive bids in the two GOM lease sales to be held in FY 1996. In addition to the two GOM 
sales, sales arc scheduled in the Cook Inlet/GulfofAlaska and the 9eaufort Sea ofAlaska, so bidding activity 
and tract evaluation efforts are expected tO increase in the Alaska Region. 

In FY l 994, a management conttol review of RE's bid adequacy procedures (of which tract evaluation is but 
one part) was conducted to see ifany improvements could be identified to obtain better returns for the Nation 
from the leasing ofOCS resouICCS. As a rcsulr, the MONTCAR cost input file was revised in FY 1995 and the 
3-bid rule was eliminated in Phase 1 in FY 1996. 

7. Reserves Estimation 

"Reserves" arc hydrocar.bons that have been discovered, whereas "resources" are (estimates of) hydrocarbons 
that are yet to be discovered. The RE program develops independent estimates oforiginal amounts of natural 
gas and oil in discovered fields by conducting field reserve studies on the OCS and periodically revises the 
·estimates. of remaining natural gas and oil to reflect new discoveries or development information and annual 
production. These estimates are required by specific law to be reported to Congress on a biennial basis. The 
primary benefit ofdiis activicy, however, is that the detailed geological, geophysical, and engineering 
information necessary to estimate these amounts of natural gas and oil is also used in performing other RE 
program functions in areas with known fields - including tract evaluation, resource estimation, resource 
assessment, furore production projections, and numerous specific field performance studies. Studies of }
unproven fields are continuing. especially in light of royalty reduction eft'ons, since any royalty rate reductions 
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may help these fields become economically viable to develop and produce. The interim geologic information 
and engineering reviews supporting the reserves estimation function also produces vital information for other 
OCS program activities as well as Royalty Management Program functions. Cooperative efforts with the 
Energy Information Administration (EIA) o~ the Department ofEnergy allows EIA to use MMS estimates to 
verify repo.rt:ing standards and procedures by natural gas and oil companies and as critical input to their 
macroeconomic modeling efforts. 

In the GOM Region, geologic maps and reserves estimates have been completed for 582 of876 fields proved, 
133 ofwhich have been depleted and abandoned. There are an additional 77 unproved active fields with no 
existing detailed mapping which is required to produce accurate reserves estimates. The workload for FY 
1996 and FY 1997 will be focused on those activities necessary to develop information and data on these 
existing fields which will be published in a geologic atlas of GOM fields being funded by the MMS, the 
Department ofEnergy, and the Gas Research lnstiruce. Preliminary geologic studies of proven and unproven 
fields continue at a oonsistent level reflecting the discovery ofnew fields in deepwacer portions of the Central 
and Western GOM as well as several recent sizable narural gas discoveries in shallow water areas of the GOM 
along the Central-Eastern GOM boundary. Thework associated with this effort is vital to the evaluation of 
exploration and production incentives being considered by Congress and the Department as well as to 
evaluate the feasibility of production concepts proposed by the Depa1tment ofEnergy's Natural Gas and Oil 
initiative. 

Geologic maps and reserves estimates have been completed for all 13 proven fields offshore Southern 
California. An additional 25 unproven fields have yet to be completely evaluated through geologic mapping, 
engineering and economic analyses. During FY 1995, MMS and the Califomia Division ofOil and Gas 
continued cooperative studies ofoffshore proven fields and hope to expand such cooperative efforts in FY 
1996 and FY 1997 between MMS, the California State Lands Commission, and private industry. A joint 
cooperative effor.t was launched in FY 1993 and' continues in FY 1996 and FY 1997. This effort is aimed at 
maximizing recovery of oil and natural gas from a joint State ·and Federal fields through long-range drilling and 
cooperative development operations. Both of these latter activities require detailed reservoir analyses and 
geologic mapping effon:s carried out through the reserves estimation activities. 

Though there are no commercial fields in Federal wace"'·offofAlaska, me Alaska Region has worked on 
numerous studies, such as the drilling activity associated with the Kuvlum and Wild Weasel prospects. In 
addition, they have done preliminary reserves, geologic, and engineering studies. 

8. Tedrnia.J Information Distribution . 
The RE program develops important technical infoonation regarding the hydrocarbon resources on the 
Federal OCS which may be useful to industry, Federal and State agencies, and the general public. An 
objective of the OCSLA is that such nonpropriewy data and information be made available in a timely 
manner to assist States, local governments, industry, and the general public to pai:ticipate in policy and 
planning decisions related co management ofOCS resources. Volumes I and II of the GOM Oil and Gas Adas 
Series will provide very important and significant information to the operator$ in the GOM as the series will 
focus on producing reservoir$, plays, and tie the geology together. Vol. I will be out in March 1996 and Vol. II 
in March 1997. This will be of special assistance to the smaller operators. Other technical information such as 
reserve reports focus on the GOM and Pacific Regions. The Field and Reservoir Reserve Estimates (FRRE) 
Reports gives a perspective on national trends ofproduction, additions to the offshore reserves base, and 
drilling activity. 

In taking steps to address the need to make infomiation available, the RE program has traditionally prepared 
OCS Repons on the geology ofOCS planning areas, certain offshore wells, G&G data acquisition, the deep 
stratigraphic test (COS'Ij wells, and production projections for the OCS. Publication of these reports is based 
upon time and availability ofpersonnel. Each year, as mandated by the OCSLA, RE prepares an annual report 
co Congress evaluating bidding rcsulc:s and competition on the previous year's sales. Opportunity is also_ taken 
co present technical information at professional meetings. 
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Repons associated with the National Assessment as well as individual regional reporcs provide significantly 
more infomiation than previously repon:ed pertinent ca the location of the most premising pomons of the OCS 
for natural gas and crude oil occuncncc, as well as the number and si:ze distributions ofpotential fields in these 
areas. Because natural gas and oil are so important to the U.S. economy, there is substantial interest in the 
resource base from which future gas and oil production will come. Many readers of these repons will have a 
strong interest in detennining how much gas and oil is likely co be produced in the next-several yeus from 
resources yet to be discovered on the OCS. Important issues ofpublic policy and private investment hinge on 
expectations about the extent to which the U.S. will be able to meet ics energy demands from domestic 
resouICCS, (such as on the OCS), during the nen two lO three decades. 

While each region maintains its own records and assessments with regard to data analysis ~nd prospect and 
play analyses in its ownarca(s), these repons will present composite infonµation on a bureauwide basis, as well 
as on a regional basis. They are intended for both the resource assessment specialist in.industry and academia, 
as wellas the nonspecialist (i.e., environmental specialist, local government official, info1med public, etc.). 
These repons provide abridged technical infomiation that is needed and is used in lieu of responding to 

individual requests on a regional basis. 

The Maripe Mipentls PrQgt!!n: 

The puipOSe of the Marine Minerals Program is to evaluate the potential ofthe OCS as a domestic supply 
source for marine minerals. This responsibility includes new authority granted to the Secretary of the Interior 
under P.L. 103-426 and delegated tO the MMS. This law, signed by the President in October 1994, amends 
section 8(k) and 20(a) of the OCSLA and .provides the ability tO negotiate agreements for use ofOCS sand, 
gravel, or shell resources for certain types ofpublic works projects. 

While the Marine Minelllls Program is responsible for all OCS minerals other than gas, oil, or sulphur, interest 
in OCS sand and gravel resources has been dominant and steadily increasing. Demand for OCS sand and 
gravel .is rising due tO several factors: 

• 	 Continued State concern over coastal eR?Sion affectlng beaches and productive wetland areas; 

• 	 Deteriorating uansportation infrasuucture in coastal areas; 

• 	 Rapid depletion ofsuitable onshore and neanhorc sand, gravel and shell .resources; and 

• 	 Passage ofP.L 103-426 which offers a new alternative for obtaining OCS sand resources for 
certain public works projects. 

St~te/FedeW, CooperatiQU 
The Marine Minerals Program has taken a cooperative approach toward resource development questions that 
has received a very favorable reaction from participating States. Staces and the MMS engage in jointly-funded 
efforts t0 identify the need for and availability ofOCS hard mineral resources, and to address environmental 
concerns associated with possible development. 

As FY 1996 began. the MMS was involved in thirteen cooperative arrangements with coastal States. Ten of 
these arrangements deal with the use ofOCS sand for coastal restoration alon~ the Atlantic and Gulf Coast. 

Other Federal agencies (e.g., U.S. Army Coi:ps ofEngineers (ACOE), USGS), provide technical advice, 
equipmenc and otherassistance in connection with the MMS State/Federal cooperative arrangements and 
serve as members ofthe wk forces or wor-king groups. These efforts also utilize in-kind professional and 
technical services ofparticipating States to fulther hold the line on costs. 
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State/Federal Cooperative Arrangements and Coastal Erosion Map 

M!dS§tate Cprqpff'41 c\gm!m!!d!Cgp>) 

- CowalRmfea*-») ... - .lf~1iatd -.......,,,,.,(!] lf....,,moplHt 

D ..~... 
~.2.i..:=:£:re1:1a.~..!~ 

For the past 5 years, MMS has investigated possible environmental impacts of marine mineral development. 
Relying primarily on funding f.rom the MMS Environmental Studies Program, the iniciative is aimed at 
addressing environmental issues car:ly and integrating this information into the work of the cooperative 
State/Federal cask forces. These studies not only evaluate impacts, but have also looked into feasible 
mitigation measures. Srudies to date have also dealt wich che following: 

State/F edera1l Cooperative Arrangements 

Omer 1995 Acrual Cost l 996 Estimated Cost 
Government Extended 

AgencyInvolved Project mMMS Other MMS Ocher 
State Description Involved 1997 

' 
BOM••• $2,000 $0 $0· $0 NoME,vr.NH Aggregate 

S_rudvMA CT RI USGS -

ACOE 56.000 56000 85.000 85,000 Ye_sRestorationNT -

. 01 Yes 

MD 
ACOE 70.000 84940 0RestorationDE 

Restoration 54.000 47.900 0 Yes 

VA 

ACOE --- .. o. 
0 SQ,OOQ 25,000ACOE 0 YesRescoraJicm 
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)
State/F edera·l Cooperative Arrangements 

; 
Other 1995 Actual _CQsc 1996 Estimated Cos.t 

Government Extended 
Involved Project Agency MMS Other MMS Other in 

State Description Involved 1997 
- - ·· 

NC Restoration ACOE 80,000 52,755 O· 0 Yes 
USGs · - · -- · ' . 

SC Rescoration ACOE 70,450 31,215 0 0 Yes 
·-. USGS I . .. '1 

GA Phosphoricc BOM... 0 0 o; 0·1 Yes 
USGS 

AL Restoration ACOE 57.454 57.840 70000 70000 Yes 

MS Restoration ACOE 40000 . 46.670 0 0 Yes 
' 

LA Restoration 
' 

ACOE 32,637 O· 0 o: Yes 
USGS 

·--··­

TX ; Restoration ACOR. 0 ei 0·' a: Yes 

Ht Manganese BOM••• 29,370 0 0 0 Yes 
Crust . USGS 

. - - ---­

FL Restoration TBD 0 ... 0 95.000 96-420 Yes 

·• Not cufTtnt/y under the auspias ofa &ooperatiw afTtJfltpnmt. 
1 

•• Ont orlfllo States may opt for stparak, 1ltf//J cooptradut afT'Ongemmtin FY96 . 
._••_Untilatmtcr f1#(JS a./Jolishulin 1996. . 

; 

I 

B' Existing infonnation on the environmental effectS of marine mineral development; 

e- Impacts ofdredging on bottom dwelling organisms (expecccd completion in FY 19%); 

• Environmental impaccs ofshallow placer mining; 

1r lmpacrs to benthic organisms associated with manganese crust mining; 

• Marine mining technologies and mitigation techniques; 

• Wave climate modeling for coastal and banier island restoration; and 

• Effects ofbenthic and surface sediment plumes. 

For FY 1996, site-specific studies of potential resource areas offshore.Virginia and Florida will be initiated. 
Socio-economic studies relating to marine mineral development have been recotnmended by an independent 
advisory body to MMS. Such studies will be considered for FY 1997. The closure ofthe Bureau ofMines in 
FY 1996 also resulted in the transfer of the Marine Minerals TeclmologyCencers of the Mineral Institutes 
program to the MMS. 

Oversight of obligated contracts, coordination ofMMTC work with MMS programs, and the orderly phase out 
of the MMTC program, as provided by law, will be the responsibility of the the MMS Marine Minerals 
Program inco FY 1997. 

In FY 1995 and 1'996 the MMS Marine Minerals Program dealt with requescs for negotiated agreemenu 
involving the States ofSouth Carolina, FloFida, Louisiana, the Navy, and a private company in New Jersey. 

FY 1997 BudgetJustification 78 Mineral$ Management Service 



Resource Evaluation Program 

The first negotiated agreement co be consummated involved the City ofJacksonville, Florida and a beach 
restoration project that used 1.24 million cubic yards ofFederat offshore sand from about 7 miles off the coast 
ofJacksonville. The negotiated lease was issued in the spring of 1995. Negotiations with Louisiana, South 
Carolina and the Navy should be concluded in FY 1996. AU three requests pe.ttain to the use ofFederal sand 
co restore badly eroded beaches or barrier islands. Following the MMS decision not to negotiate an agreement 
with a private company in New Jersey, the company made a formal request to MMS Corn lease sale for sand 
resources. 

Pending the availability offunds in FY 1997, the MMS is scheduled to continue cooperative work with ten 
coastal States which is expected co result in requests for access to Federal OCS sand for shore ,protection 
projects. As many as four requestS for negotiated agreements are' anticipated. The MMS could also receive 
several petitions for new or redirected wk force effons involving Atlantic or Gulfcoast States. As a result of 
prior years work, MMS will be responsible for initiating or continuing preparation ofone to three 
environmental impact documents, conducting public hearings, and will be overseeing or participating in as 
many as six marine minerals related environmental studies. These various demands on the program will be 
balanced against available resources. 

The following factors will continue to increase the demand for OCS aggregate resources and increase the 
MMS Marine Minerals Program workload in FY 1997: 

w 	 Increasing difficulty in developing new onshore resource sites - particularly in major 
metropolitan areas - <jue to escalating land values, zoning, and environmental restrictions, and 
public opposition; ~ 

w 	Growing coastal populations desiring recreational sites; 

• 	 Diminishment ofwetlands; 

w 	Increasing imponancc ofcoastal natural and recreational areas on coastal economies; and 

w 	 Deteriorating infrasuucture in coastal areas. 

International Activities. 


International activities consist primarily of: 


• 	 Providing technical advice to the Department ofState; 

w 	Exchanging appropriate scientific infonnation with other offshore Nations which benefit 

domestic activities; and 


w 	 Providing cost reimbursable technical assistance to other Nations in support of U.S. foreign 
policy. 

Authority for intemational activities is derived from: DOI Secretarial Order 3071 which conferred functions of 
the former USGS Conservation Division to the MMS, the OCSLA, the Foreign Assis~nce Acr, the National 
~nvironmental Policy Ace, and other sources. 

Ts;chnic~ Advic9 to the Depart;mept_Qf State 

In FY 1996, the MMS provided technical support to the Department ofState on a variety of issues of interest 
to the MMS. MMS involvement in most of these efforts is expected to concinue into FY 1997. Among the 
topics were: 

I 
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- Arotic Council, Arctic Environmental Protection Strategy, and U.S. Arctic policy. MMS 
expected to assist working groups dealing with Arctic nionicoring and assessment, conservation 
of biota, emergency response measures and environmental protection. This would include a 
significant role in developing guidelines for the Arctic Council for Arctic oil arid gas operations at 
the request of the State Department. · 

• 	 Convention on the Law of the Sea (LOS). MMS monitored and prepared recommendations on 
LOS issues in preparation for Senate advice and consent. 

• 	 London Convention '72. MMS assisted in the development of preliminary environmental 

guidelines concerning discharges f.rom offshore oil and gas rigs. 


• 	 Jurisdictional quesrions involving U.S./Mexican international boundary areas in the western 
GulfofMexico. 

• 	 United Nations sponsored conference on Protection of the Marine Environment from Land 
Based Activities. MMS conducted a joint seminar with NOM on oil spill response. 

• 	 MMS technical assistance was also offered to che Department ofEnergy in connection wich 
proposals emerging from che Gore-Chemomyrdin Commission. MMS also coordinated itS 
Russian activities under the Environment, Science and Technology committee ofche 
Commission. 

The Department ofState is expected to seek MMS assistance on new and ocher related technical issues e.g. 
legislative recommendations for implementing che LOS Convention in FY 1997. Typically, assisfllnce cove~ 
some 19-20 subjectareas annually. 

Excbange_()f Scientific Infonnation: 

ln FY 1996 the cooperative research programs and scientific information exchange continued with Australia, 
Canada, Indonesia, Norway, Russia, the United Kingdom and Venezuela in the areas ofoil spill cleanup and 
prevention, operational.risk assessment, and environmental impact assessmenL An oil spill response 
workshop in India was under development and MMS agreed to pursue support for a third annex to its 'existing 
Memorandum ofUnderstanding (MOU) with Russia's ROSKOMNEDRA. This annex pertains to technical, 
environmental and economic problems involving mineral dcvelopmcnc. MMS also participated in meetings of 
the Western Hemisphere Oil and Gas Environmental Forum to discuss topics ofmutual conccm. Some 
fifteen national and multinational oil companies doing business in Latin America were in attendance. The 
meeting resulted in an MMS/U.S. industry proposal to develop regional or Western Hemisphere guidelines for 
environmentally safe operations. 

The research and exchange programs instirutcd chrough MOU's and ocher mechanisms are intended to 
continue through and beyond FY 1997 and' to adapt to changing needs and issues. A potential new exchange 
initiative could involve Brazil and deep water production technology. 

Cost Reimhul'$able Technical A~si~tance: 

In FY 1996, cost reimbursable technical assistance was implemented on several fronts for Russia. One 
involved uaining in the mechods for conveying mineral exploration and development righrs while the other 
pertained to the development ofenvironmental regulations and guidelines for oil and gas development in the 
Russian Aroti.c and offshore areas. The latter project is a tripartite proposal involving Texas A & M University, 
ROSKOMNEDRA. and the MMS that is expected to continue through FY 1997. MMS will participate only if 
our services are reimbursed. A conference on management ofmineral resources in Eastern Europe was also 
under development in Hungary for FY 1996. Other reimbursable initiatives for FY 1997 could involve Latin 
America and/or Egypt. 

} 
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) Regulatory Program 

Justification of Program and Performance 
Analysis by Subactivity , 

dollars in thousands 
- . 

UncoritroMable ·1996 : 1997 Change 
Estimate 

I 

and Related Programmatic Budget from 
to Date Changes Changes Request 1996 

031,808 0 31,808 G$Regulation of 
Q: -2Fl'E 327 325 -2Ooerations 

. ­-

Q: 885 0 885 0$Technology 
0, 0 0 0 0FTEAss~ssment & 

Research - · 

766, 0 
: 

0 766 0$Oil and Gas 
0:1 0: 1313 0FTEInformation 

0 032,849 32,849 0$Total 
0-2 -2FTE 340 338 

Regulation of Operations 

The budget subact:ivity titled Regulatoty Program is 
subdivided into three program elements: Regulation of 
Operations, Technology Assessmentand Research, and 
Oil and Gas Information. Each of the three program 
elements is described in greater detail, below, foUowing 
the Offshore Operations Overview and the Offshore 
Operations Priorities sections. 

Offshore Operations Overview 

This narrative describes the interrelationships of the 
"Regulatoty Program" and "Oil Spill Research" 
Activities within the overall strategy ofthe MMS (~.g., 
how research and inspection results feed into regulatory 
improvemeni:s}. 

The Regulatoty Program subactivity incorporates three 
program elements: 1) Regulation ofOperations, 2) 
Technology Assessment and Research, and 3) Oil and 
Gas Information. The Oil Spill Research activity 

Objectives 
./ To ensure safe and environmentally sound 

development ofOCS energy and 
non-energy mineral resources through 
careful regulation ofexploration, 
development, pipeline transportation, and 
production or extraction operacions, and to 
ensure the conservation of natural resources 
during these operations. 

.I To provide a continuing and 
comprehensive technology base within the 
MMS tO ensure diat safe and pollution-free 
OCS operations can proceed in a timely 
manner and that up-ta.date technology is 
incorporated into the regulatoty process. 

.I To assist State and local officials and the 
general public in planning for impacts 
resulting from offshore oil and gas 
exploration, development, produccion, and 
transportation activities. 

incorp~rates three elemems: 1) Oil Spill Research, 2) Financial Responsibility, and 3) oil spill prevention and 
response planning. 

- . . 
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The MMS Office or'Operatlons and Safety )Management (OSM) and parts of the three regional Background and Facts 
offices comprise Offshore Operations, and arc 
responsible for the regulation ofoperations on the The following information provides a context for the 

OCS. Together, they regulate oil and gas MMS offshore posdease program. This information 
is based largely on calendar year 1994, for which theexploration, development, and production 
most complete data is available. ·activities on the OCS by: 

• 	 developing and implementing policies, 
./ 	Ciude oil .royalties in 1994 amounted to $0.8 billionregulations, rules, ordeis, and standards; 

(369 million bmels)reviewing and approving plans for 

exploration, development, production, and 
 ,/ Natural gas royalties in 1994 amounted to $1.5 

oil-spill response; 
 billion (4.7 trillion cubic feet) 

./ About 70 percent of the tow energy, as measured 
in Bru's, extracted from the OCS is derived from 


rights-of-way, and other pennies; 

• 	 reviewing and approving drilling; pipeline 

natural gas 
./ Almi:>st 90 percent ofOCS natural gas production is 

"dry" gas, that is, not produced in association with oil. 

oompliancc and raking enforcement 
• 	 inspecting offshore facilities for 

./ The numberofindependent operators on the OCS 
actions where necessary, including civil more than doubled over the past 10 years. 

penalties; 
 ,/ The Offshore Program has generated more than 

$100 billion for Ebe U.S. Treasury and selected 
statutory funds (-e.g., Land and Wacer 
Conservation Fund, National Historic Preservation 

• 	 assessing safety and oil-spill response drills; 

Fund, and coastal Srace allorunents}. 


and industl'y personnel are properly 

• 	 ensuring that MMS inspection peisonnel 

./ In 1'994, more than 75 percent ofcotal Federal and 
trained; Indian mineral lease collections came from the )

ocs. 
• 	 investigating accidents and spills; 

• 	 assessing and supporting development of 

technology for safetyand pollution 

prevention and response; and 


• 	 working with affected Staccs during the review and app.roval of lessee-submitted exploration 

and development and production plans for energy and non-energy minerals. 


Industry Overview 

Many of the majoFS are assigning (selling) producing OCS properties to other, generally smaller, operators who 
believe they can operate the property more profitably. The number ofoperators producing oil and gas on the 
OCS increased from 64 in 1983 to 129 in 1994 a doubling in 10 years. This trend has resulted in an average of 
over 2,100 lease assignments per year since 1990. Many of these newcomers to the OCS are small 
independents who, in some cases, do not have the doubling experience or financial resources of the rnajois, 
their subsidiaries, or the larger independents who have been working on the OCS for the past 40 years. 

The growing number ofOCS operators is only one factor in MMS's increased monitoring responsibilities. Oil 
and natural gas production and drilling activity continue ro increase. OCS production now a~unts for about 
15 percent and over 24 percent of total U.S. oil and natural gas production, respectively. There were 845 new 
well scans on the OCS in 1994, a 6-perccnt increase over 1993. 

-· 
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ln addition, there are about 3,800 production facilities on the OCS, many of which are approaching or have 
already exceeded their originally estimated productive life. Installation of production facilities averaged 151 
peryear in the last decade, and the number of removals per year almost tripled from 68 in 1985 to 179 in 1993, 
before dropping to 90 in 1994. The number ofremovals actually exceeded installations in 1992 and 1993. 
With this increase in activity, MMS conducted over 12,000 inspections ofoffshore facilities (see Inspection and 
Enforcemenc Program) and issued more than 4,000 citations for regulatory noncompliance in 1994. 

Moreover, MMS acquired added responsibilities from the Oil Pollution Act of 1990 (OPA 90) for oil spill 
prevention and response planning in State as well as Federal offshore waters. A 1993 memonodum of 
understanding with the Environmental Protection Agency and the Department ofTransportation gives MMS 
jurisdiction for these responsibilities over facilities in Smee waters seaward of the coastline. MMS is working 
cooperatively with States to ensure there is no duplication of regulatory effons for offshore operatoi:s. 

MMS has initiated several regulatory measures designed to deal with changes in offshor~ operatic~. including 
the following: 

• 	 clarifying cbe requirements governing surety bonds tO cover the industry's end-of-lease 

obligations for OCS oil, gas and sulphur leases; 


•developing a rule that implements OPA 90 oil spill prevcnti.on and response requirements for all 
facilities seaward ofState coastlines; 

sr developing regulations co implement the oil spill financial responsibility requirements ofOPA 
90; 

_. expanding and clarifying safety requirements governing production platforms and pipelines; 

• 	 improving regulations governing the qualifications and training of lessee and contractor 

employees to make them less prescriptive; 


• 	 clarifying requirements pertaining to production measurement and coinmingling. 

About 70 percent ofthe energy content ofthe hydrocarbons produced from the OCS is in the form of natural 
gas. The major remaining opportunities for developmentof large oil and gas deposits in the GulfofMexico 
are in subsalt plays (previously undiscovered oil underlying subsea salt wedges) and deepwarer reservoirs 
(greater than 200 meters). The May 1995 lease sale (152) in the central GulfofMexico demonstrates the 
renewed interest in the area. Lease sale 152 attraeted 880 bids on 588 craccs. This is the founh highest 
number ofbids received in 41 Central GulfofMexico sales; it also ranks fourth in total number of blocks 
receiving bids. Accepted bonus bids totaled $303 million. 

Technological developments and their applications to exploration and development continue at an accelerated 
pace through the use ofcomputers - including personal computers - for interactive modelling, innovative 
interpretation ofsubsurface data, and usage of3-D seismic data when cost-effective. Newly developed 3-D 
seismic techniques have made it possible to identify potentially significant sub-salt reserves in the Gulfof 
Mexico. As a result, sub-salt exploration activities arc currently on the increase. Additionally, improved 
horizontal drilling methodology has resulted in higher production rates, and deepwacer technology continues 
'fO advance, caking routine drilling oj>crations to greater water depths. 

The MMS is actively pursuing new technologies through its Technology Assessment and Research program 
for two reasons: 1) co ensure safe and pollution-free operations, and 2) t<> ensure that OCS operatofS use the 
best available and safest technologies, as mandated by OCSLA. This program is particularly important in view 
ofsafety concerns being raised about older offshore structures. Our research programs arc also making very 
important suides in oil spill response research and offshore air quality-the latter a major concern in California 
and a growing concem in the GulfofMexico. 
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Regulatory Progmn 

The OCS is a blend ofvast unexplored area with enormous potential, and highly-concentrated producing areas 
entering a state of maturity. There are many challenges facing the Offshore Operations program. These range 
from developing sub-salt and deepwatcr prospccrs to the end-of-lease obligations of potentially 
under-financed opericors. The common thread that weaves through all these activities is the absolute priority 
for human safety and environmental protccrion. 

Regional Overview 

Regional Operations at a Glance 

OCS Regions 
- - -· -

G.O.M. Pacific Alaska --­ To.tal 

District Offices Houma, La Camarillo, CA Anchorage, AK 
' Lafayette, LA Santa Maria, CA : 

~kc Jackson, LA 
Corpus Christi, TX 
Lake Cha.des, LA 
New Orleans. LA 

-­

·: Oil Reserves fB/J/JIJ 2.3 1.46 0 3.76 
-· - ­

Natural Gas Reserves fTdJ 29.G· 2.18 O.~ 31.18 
· -

I O~rationalActivities throu2'h 12/31194 

· Wells Drilled - · .. 31.339 - - · 
t,099' 81 32519 

Active Leases 4817 85 346 5.248 

Producin£ Leases , l.55_0, 43 0: 1.593. 
· Production Facilities 3806. 23 °' 3.829 

. Pio.elines Installed lmiks) •21.827 186 0 22013 

Production 1994 - - · - ­ -

Crude Oil l/J/J/J 312.244 843 58.244.162 9 370.489 005. 
Natural Gas (Md)• 4.615.338.765, 41.679.064 0 4 657.017 829 

Sulfur (s/Jort tons) . 2.610055 4.392 °' . 2 614447 

Revenue 195+94 

Bonus Bids $43 461.145.453 $3.951.657.024 $6.352 309.228 $56.7!0 802 852 
-· 

0:1$49 897.607.901Raval tics .MS 226.5_66..372 $1 671.041.5291 

- ­
' Lale C/Jarles andCorpus C/tristi, TX ansulHJistrias ofLaleJoelson, LA 

• MflrletulproductiOfJ 

Note: Tiu AtlanticOCS Rqjona/ Offia mw a/Jo/is/Juion Septem/Mr30, 1994. Adminislratiaehandling 
oftlu mnoinin~53 kas~ o_n tlu A.thntk QCS is dOfJe 11'1 MMS's G.O.M. Rel!ion4/ Offi_~ 

: 

) 


AlaskaOCS 

The Regulatory Program activities in the Alaska OC.S Region include providing cansiderable input and 
assistance in the region's OCS leasing activities, including numerous trips and meetings in rural Alaskan 
communities to discuss the MMS regulatory program and citizen concerns. Additional Regional activities 
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include: 

1r Renewed exploracory drilling operations which are contingent-upcm the results from OCS lease 
Sales 149 Cook Inlec and 144 Beaufon: Sea. · 

.. Increased operational commicments associated with the development of the Joi.ht F ederalJScace 
ofAlaska Nor:thstar unit in the Beaufort Sea, Alaska. 

11r Implementation ofOPA90 authority ofoil spill contingency plans and prcvencion ofoil spills in 
State waters, including Cook Inlet, oil and gas operations and cooperative work with the Sr:ate of 
Alaska, U.S. Coast Guard, EPA and the Research and Special Programs Administration (RSPA) 
to minimize duplication ofeffort. 

• 	 Active participation in development ofthe new OPA rules for financial responsibility and for 
prevention ofoffshore oil spills and hazardous materials. 

1r Continued coordination with R:ussian counterparts assisting in the development of their offshore 
leasingand operations programs. 

GulfQfMexjco OCS 

DeepwaterDevelopment 

The MMS continues to place emphasis on deepwater development issues. The Region is working with 
industry on evaluating emerging technologies for use in deep water. MMS personnel are wo.r:king closely with 
the industry's DeepStar Research Project (which brings t0gether 16 oil and gas companies, and over 40 
vendors ofservices and equipment) tO evaluate innovative systems, tO identify technological needs, and to 
facilitate the evolution ofenvironmentally safe, cooperative, staged decpwater development strategies. Such 
strategies will provide for the economic development ofthe large number ofcomparatively small decpwater 
reservoirs that individually do not have sufficient reserves to justify development by current methods. 

Offshore Inspection Program 

Significant resources will continue to be employed in the offshore inspection pxogram with particular emphasis 
on small operators to ensure operations are conducted in a safe and environmentallysound manner. Some. 
small operators may be underfunded or understaffed, thus necessitating a higher level ofinspection effort and 
monitoring of operations to ensure compliance with applicable safety and environmental regulations and 
requirements. Inspection sampling wiU be utilized where feasible tO assure efficient and effective use of 
inspection personnel and rcsoun:es. 

End-of-Lease Supplemental Bonding 

MMS requires supplemental ~onds from offshore operators to protect the Federal government from incurring 
costs involved with certain end-of-lease obligations. Although a general bond is required for activities on the 
OCS, a supplemental bond is required when a lessee>s liability for facility abandonment and site clearance may 
exceed the amount of the company's standard lease or areawide bond. 

Decennination ofsupplemental bond amounts considers the number and size of platfolllls, water depths, and 
number of wells. The MMS detcmtines the amount of the supplemental bond at the time ofsubmission ofan 
assignment ofrecord title interest, Plan ofExploration (POE), or Development Operations and Coordination 
Document (DOCD). As part ofthe evaluation to determine the amount and payment schedule of the 
supplemental bond that should be posted, MMS is often required to conduct resource, reserve, and economic 
evaluations. Such evaluations by MMS engineers and geologists involves considerable s~ff time that will 
eventually escalate due to increasing numbers ofsmall operators, annual reviews for current lease assignments, 
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and appeals that may result from supplemental bonding dispuces. Abouc 140 supplemental bonds (U.S. 
}Treasury securities or third-party surety bonds) were either in effect or under consideration in FY 1996. In FY 

1997, MMS anticipates a significant increase in supplemental bonds as we move into company-specific 
reviews, in -addition to chose bonds required on an individual lease assignment basis. 

PacilicOCS 

In FY 1996, the Pacific OCS Region (POCSR) will continue its emphasis on consulting and cooperation with 
its external customers which includC? OCS lessees and operacors, numerous Federal, Stace, and local agencies 
as well as interested individuals and special interest groups. In addition to routine coordination conccming 
operator proposals and ongoing OCS activities, the POCSR will continue its wo.l'k on several important 
initiatives. 

Pursuant tO its responsibilities under OPA 90-, the POCSR has developed a Memorandum of Agreement with 
California's Office ofSpill Prevention and Response to reduce duplication of effort and tO ensure that a scrong · 
coordinated program ofoil spiJl prevention and response remains in place to protect important coastal and 
ocean resources. The POCSR will also continue its active participation in the U.S. Coast Guard's Area 
Planning process as well as coordination of the MMS spill prevention and response program with other key 
agencies including the California Coastal Commission (CCC), California State Lands Commission (SLC), and 

local affected governments. 


Two other areas of significant cooperative effort for FY 1996 and 1997 will involve offshore facility 

abandonment and seismic requalification ofoffshore oil and gas structures. ThePOCSR and SLC have 

established joint working groups in these areas with the goal ofdeveloping consi~tent policies and regulations 

between our two agencies. The POCSR and SLC will be fmalizing a series ofjoint studies of the Carpinteria 

Offshore Field and Rocky Point Field where oil and gas resources occur on both sides of the F ederal-Statc 

boundary. 


The Region's jointwork will continue with San Luis Obispo, Santa Barbara. and Ventura Counties, the CCC, ) 

the SLC, the Califomia Resource Agency, and the indusuy in condueting a planning srudy (COOGER Study) 

that will examine possible development scenarios for existing undeveloped leases in the Santa Barbara 

Channel and Santa Maria Basin and the rc1at.ed onshore infrastructure. Two-thirds of the srudy's f.unding is 

being provided by indusuy and one-dtlrd by MMS. 


As the Region continues to mature, changes are occurring in the way the region has historically conducted 

business. In FY 1997, the poc.c;R. anticipates receipt ofseveral applications for royalty rate reduction on 

producing leases as the fields approach Ebe end of their' economic life. Also on the horizon, independent 

operators arc acquiring leases and facilities in the POCSR requiring the development of regional policy to 

address issues such as supplemental bonding and inspcetion program expectations. Innovative approaches will 

be required to assure safe and environmentally sound operations from operators lacking the funding ofa major 

oil company without compromising the excellent safety rcoord ofche major oil companies. 


In FY 1997 • it will also be important for the POCSR to continue working closely with the EPA and local air 

quality agencies particularly regarding the operationa1, technological, and safety aspects ofOCS facilities to 

ensure that these facilities continue to operate safely while minimizing impacts tO,local air quality. 


Offshore Operations Program Priorities 

Human safety and environmental procection in OCS operations are the top priorities of the MMS Offshore 
Operations Program. Some of the major events that occurred prior to the establishment of this program 
include: 

.r The Santa Bubara Channe1 blowout of 1969. (Estimated 80,000 bbl spilled). The blowout 

occurred due to poor well planning and lack of training. MMS has since established sound well 

planning and training JCquirements that are pcriodiadly reviewed and brought up to date. 
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11r The South Timbalicr (Gulf ofMexico) blowout' of 1970. (Estimated 53,000 bbl oil spilled; 4 
fatalities and 36 injuries). The blowout occurred due to faulty workover procedures. These 
safety procedures have been completely overhauled and arc required by MMS regulations. 

mr The Main Pass (Gulf ofMexico) f1roduction platform fire of 1970 in which the operator lost 
control of 12 wells (Estimated 30,000 bbl oil spilled). Subsurface safety valves, now compulsory, 
were not required at that time. Subsurface safety valves also ensure that wells cannot be 
sabotaged nor suffer loss ofcontrol during severe storms or hurricanes. 

11r The value ofrequiring subsurface safety valves was demonstrated in late 1992 when Hurricane 
Andrew moved th'rough the GulfofMexico bearing sustained winds in excess of 140 mph. 
Approximately 2,000 structures were exposed co humcanc force winds. Ofthe total exposed, 36 
full platforms and 145 satellites were damaged. The combined daily oil production from the 
OCS in the GulfofMexico is close to 1 million barrels. Even with significant damage occurring 
to 10majar platforms, only about 500 barrels ofoil were spilled. 

· MMS requires that operators carry out exploration and development in the OCS in an environmentally-sound 
manner. The 1994 oil spill in Arctic Russia is an example ofan environmental catastrophe resulting from 
poody-rcgulated operations. 

Sound resource conservarfon practice is another key requirement for production on the OCS. We are 
increasingly hearing repom ofhaphazard and wasteful production practices in other countries. Deregulation of 
the OCS would result in similar wasteful practices. The increasing numberofsmall operators calls for more 
vigilance by the Federal government to ovetsee operations. 

The maintenance ofadequate surety bond levels for end-of-lease responsibilities is also important. Proper 
implemenr.ation of these requircmenm is essential ifthe Federal government is to avoid financial liablity for 
substantial end-of-lease clean·up cosB (well abandonment, platform removal, and site clearance). 

Some of the most impoJtant agency issues arc discussed below. They include: SEMP, environmentaUy sound 
deepwatcr development, oil spill prevention and mitigation, Oil Pollution Act of 1990 implementation, 
training programs, bonding, and air quality evaluations .. 

Safety and Environmental Management Program (SEMP) 

A 1990 MMS task force on inspection and enforcement and the Marine Board of the National Academy of 
Sciences recommended that OCS operators develop and implement a safety and environmental management 
program (SEMP). SEMP is intended to reduce the risk ofaccidents and pollution from OCS operations by 
incoxpo.rating safety management practices into all facility activities and byestablishing clear safety goals and 
management toals for achieving them. A SEMP plan would describe the responsibilities of company officials, 
employees, and contractors; training programs; auditing system; and the means for assuring compliance with 
regulations. The MMS, in 1991, published a Federal Register Notice explaining why MMS is considering 
SEMP; introducing the SEMP concept; and requesting comments concerning the proposal. 

In response to this initiative, the American Petroleum Institute (API), and the Offshore Operators Committee 
(OOC) with MMS partlcipation, developed an induscrywide recommended practice (RP 75). The API 
published RP 75 in mid-May 1993. TheMMS has requested that the industry voluntarily adopt the 
recommended practice. MMS is monitoring industry's efforts, to decide whether voluntary adoption ofRP 75 
accomplishes the goals ofSEMP or ifregulations will be necessary. During FY 1996, the API is conducting 
the second in a series of surveys ofall offshore operators to gauge the extent to which RP 75 has been adopted. 

The MMS has used workshops and targeted presentations involving all major trade groups representing the 
interests of the offshore industry to explore how best tO implement SEMP. In FY 1996, the MMS will 
continue to assist in a pilot project with the Deparunent ofEnergy (DOE) to detennine the effort and 
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associated cosa for small operators to develop a SEMP program in accordance wich RP 75. In FY 1997, MMS 
intends to begin panicipadng wich selected companies in cheir SEMP audit program. 

During FY 1997, MMS will continue using MMS-sponsored public meetings, seminars, letters and notices 
designed to educate and appeal to industry management to emphasize voluntary implementation ofSEMP by 
all offshore operators. In FY 1994, 1995 and 1996 chese effon:s were undertaken in cooperation with such 
organizations as the 000, API, the Independent Petroleum Producers ofAmerica, and che International 
Association ofDrilling Contractors. In late FY 1?96, the MMS will decide on whether RP 75 should be 
incorporated into the MMS regulations, remain a voluntary standard, or be modified· to achieve the objectives 
ofSEMP. 

Production rates from deepwater wells have soared as high as 13,000baaels per day, on par with some Middle 
Ease wells. As ncanhore Gulf ofMexico operations wind down, deepwater projects will become increasingly 
important to the maintenance ofa healthy and viable domestic energy industry. With. deepwater productiort, 
imports could potentially be held at current levels or even reduced through the ear:ly part of the next century. 
Recent studies have concluded that an active exploration and development proP!m in the deepwaterGulfof 
Mexico could create as many as 100,000 new high-paying jobs, with some 70,000 of these sustaine~ beyond 25 
years. 

With the passage of the Deepwater Royalty ReliefAct (P.L. 104--58), MMS expects that OCS lessees will . 
accelerate deepwatcr field development activities. That means that the already high level ofdeepwacer 
development will increase, causing an increase in MMS's regulatory duties. As discussed below, MMS will 
begin to require die submittal ofa Deepwater Operations Plan for deepwater and subsca development projects. 

MMS Involvement in AdvancinglJeeprwtet- /)evJopment 

The MMS participated in Phases I and II ofthe DcepSta.r joint-industry research project. This project, led by 
Texaco, developed a dccpwater production saatcgy to contro} risk and minirniu capital exposure and 
continues to research new technology needs for deepwatcr development and producrion. 

The MMS will continue to work with the DeepStar regulatory issues committee in Phase III ofthe project. 
This committee examines regulatory issues related to deepwater production and long offset subsea systems. 
New issues include: 

• requirements for decpwatcr operations plans; 

• increased use of tenSion-leg spar platfonns; 

• conservation issues; 

• new technology and potential problems: and 

.,,. royalty relief. 

The MMS Deepwater workgroup independently·evaluated regulatory issues raised both within and outside of 
MMS participation inPhase II of the DecpStar project. The wor-kgroup issued a final report in Apri• 1995. 

The rcpom most significanr recommendation calls for the submittal ofa deepwatcr ope.rations plan for future 
deepwater or subsea development projects. A lessee's deepwater operations plan discusses how the lessee 
ensures thac the project meets MMS's production safety requirements. The plan also addresses or includes: 

- application ofnew technology and practices; 
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• emergency shutdown systems parameters; 

sr inspection, testing, and maintenance practices; 

_. justifications for deparrures from minimum safety requirements; 

- hazards analyses; and 

• conservation issues. 

The GulfofMexico OCS Region is finalizing guidelines for the preparation and submitw ofa deepwat-er 
ope.rations plan. 

Oil Spill Prevention andMitigation 

The 1969 Santa Barbara blowout and two major platf'onn fires in the GulfofMexico in 1970 triggered the 
development ofa comprehensive spill prevention and response preparedness program. This program includes 
spilt prevention specifications and requirements, training, contingency planning, response drills, equipment 
inspection, and research. These elements are .fully integrated such that research, inspection, and drill results 
inOuence the developmentof training and contingency planning requirements. The MMS was the first 
organi7.ation in the world to conduct surprise oil spill response drills (Georges Bank, 1982). The unannounced 
drill program has continued to grow and evolve, and has greatly influenced' MMS spill preparedness programs. 

Oil Pollution Act of1990 (OPA) Implementation 

The Oil Pollution Act of 1990 created several new responsibilities for the MMS. Chiefamong these were 
expanded research responsibilities, new ""1d modified oil spill financial requirements and expanded spill 
prevention and resi>onse authority (including State offshore waters). 

OilSpillPmJention andResponse Research 

As a result of the passage ofOPA. some elements ofthe comprehensive spill prevention and response program 
are now funded by die OPA Oil Spill TustFund (see OilSpillResearr/J). AU oil spill response research, some 
spill prevention research, and some response planning activities arc funded through die trust fund. All 
research is closely coordinated wim other Federal agencies, industry. states, and foreign govemmentS. The 
MMS is a key member of the Intemgcncy R&D Comrnietce established under OPA. 

Oil Spill Financial Responsibility 

The Oil Pollution Act of 1990 resulted in cwo financial responsibility initiatives for the MMS. Fim, OPA 
raised the level of financial responsibility for offshore facilities .from $35 million to $150 million, and expanded 
the coverage from facilities on the OCS to offshore facilities "in, on or under navigable water.s", but requires 
rulemaking to implement. Secondly, to preclude any gap in financial responsibility coverage, the OPA 
provided that existing financial responsibility regulations would continue in effect until new regulations were 
promulgated under OPA. 

The MMS has engaged in a considerable outreach effort to develop implementing regulations for the 
increased level ofcoverage and increased jurisdiction. The MMS now administers the existing program at a 
level of$35 million for facilities on the OCS, and will continue to do so in the ab~encc ofany new rulemaking. 
This program was formerly administered by the U.S. Coast Guard (See Oil Spill Research for a detailed 
discussion ofboth initiatives). 
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State/FederalInteraction andCoordination Under OPA ' In meeting its OPA obligations, MMS is working closely with coastal sc:ates. The intent is to minimize 
duplication and leverage resources. A Memorandum ofUnderstanding (MOU} with Texas and a 
Memorandum ofAgreement wich California have already been executed. MMS is working on MOU's with 
Louisiana and Alaska. MMS is also working to strengthen state programs, in an effort to minimize MMS 
regulation ofState water activities. 

There arc many other instances ofMMS cooperation with other Federal agencies and States in the OPA 
implementation. They include the following: 

• 	 The U.S. Coast Guard, MMS, EPA, Research and Safety Programs Administration (RSPA), the 
States, and private industry continue to cooperate: in the implementation of nationwide 
guidelines for spill response drills - the National Preparedness for Response Exercise Program 
(PREP). 

• 	 The EPA, MMS, Coast Guard, RSP A, and private industry are working together to create 
integrated contingency plan (ICP) guidance that would allow facilities to write one response 
plan that would meet all Federal contingency planning requirements. 

• 	 The Department ofTransportation, MMS, and EPA, jointly issued training guidelines for oil 
spill JCSponse. 

• 	 The U.S. Coast Guard, MMS, EPA, and RSPA coordinated development ofoil spill response 
regulations that arc compatible. 

• 	 The Department ofTransportation, EPA, and MMS have jointly sponsored worbhops for State 
agency employees dealing with OPA spill response related issues. 

MMS Training Programs 

The MMS administers two training programs. One is a regulatory cei:tification program focused on ensuring 
that offshore industry personnel are adequately trained in drilling, well-completion, well workover and well 
servicing, well control operations, and production safety systems. The other is an inspector training program 
which seeks to continuously improve the MMS inspection wor-kforce. The certification ofindustry schools is 
implemented by reviewingmd certifying school curricula and documents, and conducting on-site evaluation 
and audits ofclasses byMMS personnel. The MMS inspector training program has reccndy been developed 
and focuses on assuring that the inspection workforce is adequately trained for their current job and that they 
are evolving from a technical series to a broader-based professional series. 

As events such as the Piper Alpha disaster in the North Sea, and other similar events in the GulfofMexico 
occurred, the MMS analyzed the accidents to detennine what could or should change in the regulatory 
programs. These and other internal studies, and studies contracted through the Marine Board of the National 
Academy ofScience stressed the need to focus on the human error factor of the offshore operations. As a 
tesult, the MMS has made several changes to its training programs. 

MMS Certification ofIndust.ry Trai.ning Schools 

The MMS administers the industry certification program to help ensure that operations in the OCS arc 
conducted in a safe and pollution free manner by well-trained .personnel. The MMS program has gained 
worldwide recognition as a model program, and many States with either onshore or offshore industry 
operations, require training at MMS certified schools. Many foreign countries also have adopted 
MMS-ccnification as a standard. 
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Current Subpart "0" training regulatiens provide very detailed, prescriptive based requiremencs. In an effort 
ro streamline these requirements, provide more Rexibilicy, and reduce regulatory detail, an Advance Notice of 
Proposed Rulemaking (ANPR) was published in the Federal Register (FR) in August, 1994. This ANPR 
incroduced the concept ofa more penorrnance based craining system, including: the use ofalternative training 
cechniques, third pany acredication, and MMS student testing. 

In November, 1995 a Notice ofProposed R.ulemaking (NPR) was published in the FR requesting input on a 
new set ofoffshore training regulations. The NPR proposes to allow the use ofalternative craining techniques 
(e.g., interactive compute~), provides for independent third parry accredimtion of training schools, eliminates 
refresher training requiremencs, reduces the number ofcourse options, simplifies training frequencies, and 
drastically reduces regulatory detail. In December, 1995, a one day workshop was held to provide the public 
an opportunity to give the M~S input on the NPR. 

The MMS is working actively with groups such as the American Petroleum Institute, the International 
Association ofDrilling Contractors, and the International Well Control Forum (IWCF), in partnerships to 
develop a pilot student testing program designed to test students with MMS prepared test instead of the 
school's test. To date, four well control schools have received these tests. The average test score was 
significantly lower than the historical test average for the schools. We have also taken initial efforts with the 
IWCF to jointly develop an intemationally based pilot resting program. This program would allow a student 
to take a single test and receive credit for both MMS and IWCF tests. 

In an effort to more effectively reach its customers, during 1995 the MMS deccncralizcd the school 
certification process from headquarters to the field off.ices. Decentrali:r.ation places che MMS personnel 
involved with the certification process in closer proximity to the training schools and the oil and gas industry. 
Based on the success of this program during the past year, the MMS will continue to refine che 
decentralization process during 1996. 

MMS ln$1>$?Ctor TrainingPrograqi 

As the MMS has monitored the changing industry environment and revised the regulatory approach, we have 
examined our inspectien work force, and the way in which it functions. In response to the changing climate on 
the OCS, the increasing number of independentoil and gas operators, the development ofnew technologies 
for deep-water operations, and the incre&;Sing focus on the importance ofhuman factors, the MMS saw the 
need to both strengthen the existing skills and broaden the skills and knowledge base of the inspectors. To 
.provide this training, the MMS developed a two-part fonnal inspector training program. The first part is 
designed to develop the long-term capabilities of this workforce while the second part is designed to improve 
current on-the-job performance. · 

During FY 1994, the MMS joined a non-profit organization, the Training Technology Consortium ('ITC) ­
with several industry companies to develop computerized interactive training relevant to offshore oil and gas 
operations. In FY 1995 MMS participated with che TIC in developing a Hu.ards Communications 
computerized training module. During the same year, MMS also started production ofan Eleccrical 
Equipment interactive module with the TIC. 

During FY 1994, the first computer-based interactive training medule, "Ha7.ards Identification" was 
completed and distributedalengwith appropriate display units to field offices. In FY 1995, cooperative 
agreements were signed with the University ofNew Orleans co develop a Gas Measurement and a Incident 
Investigation computer training modules. Both ef these modules were distributed to MMS field offices during 
FY 1996. Additional modules will be developed through FY 1999. 

TheMMS is working in a parallel effort to develop its internal capabilities to produce other training materials 
including videotapes, guidelines, and classroom courses. These training products will be developed primairily 
for the inspector workforce. 
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A new rule was promulgated in 1993 to assure that lessees have the financial capacity to carry out their 
obligations, e.g., to properly plug and abandon wells, remove platfonns, and clear the well or platform site of 
obstructions. · 

A proposed rule was published in December 1995, that would establish a deadline of2 years for all OCS oil 
and gas and sulphur lessees to bring their bond coverage into compliance with the new levels, clarify that 
assignees, assignors, and co-lessees are jointly and severally liable for compliance with OCS sulphurand oil and 
gas leases, esmblish a regulacory framework for lease-specific abandonment accounts and acc:epcance ofa 
third-party guarantee, and update the bond coverage required ofholden ofpipeline right-of-way and 
Geological and Geophysical (G&G) exploration pennirs. These changes were needed to reduce the risk of 
default by an underfunded company operating a lease or holding a right ofway or G & G exploration permits. 

Air Qual~Evaluations 
In Augusc, 1:995 MMS completed the GulfofMexico Air. Quality Study. This study evaluated the potential 
effects ofoil and gas production activities in die GulfofMexico on areas in Texas and Louisiana that do not· 
meet the federal ambient air quality standard for ozone. MMS staned consultations with EPA to determine if 
any regulatory actions are ·necessary as a result of the srudy findings. Impacts from the OCS were found to be 
·small and no regulatory actions are anticipated. 

MMS also swted a series ofmeeting$ with the U.S. Fish and Wildlife Service, £PA, state agencies, and 
industry to discuss a cooperative study to access air quality impacts on the Breton Nature Wilderness Area. 
MMS initiated an air quality monitoring program in the Breton area co measure existing pollutant 
concentrations. The cooperative effort would include additional air quality and meteorological monitoring and 
evaluation. 

J 
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Regulation of Operations Program 


The following section det:ails four subelements within the Regulacion ofOperations program area: 

B' Inspeccion and Enforcement, 

Er Industry permits and approvals, 

• 	 Production controls, and 

• 	 Other processes 

1. 	lnspedion and Enfon:anent 
The inspection ofOCS oil and gas operations is a major activity of the regulatory program. The MMS inspects 
drilling and production facilities on the OCS using bom scheduled and unannounced inspections. 

The Inspection Program provides the first line of defense for ensuring environmental protection and human 
safety. Three of the rllany examples ofhow this program serves the public are provided below: 

• 	 A company on the OCSwas issued an Incident ofNon-Compliance (INC) for operating with 
subsurface safety valves removed from the well for an extended period of time. While such a 
practice does increase production rates, it also greatly increases the possibility of losing control of 
a well. Within a short time following this violation, the company declared bankruptcy. Ifdie 
company had lost control' ofany wells, and· had a worst case spill occurred, it is unlikely it would 
have bad the financial wherewithal to meet its oil spill liabilities. The MMS inspection and 
enforcement action helped ensure that this primary line ofdefense against oil spms was in place. 

• 	 An MMS inspection resulted in the issuance of two 1NC'sbecause the surface-controlled 
subsurface safety valves for two wells were found leaking. During a follow-up inspection, MMS 
inspectors found that the wells bad been returned to production without the valves being 
removed, repaired and reinstalled, or replaced. The wells were "shut-in" by MMS until the 
company corrected the violation. Following an MMS investigation, it was determined that the 
violations constituted a threat ofserious, ineparable, and immediate hann to the environment 
and a civil penalty was assessed. A hearingwas held before an MMS Reviewing Officer and the 
company paid the civil penalty. 

•An investigation by.the MMS revealed that a company 
failed to execute established safety procedures 
necessary to prevent a flash explosion that occurred 
during maintenance on a flare condensate knock-out 
vessel. This fai'lurc to practice safe and work.manlike 
procedures resulted in a serious injury to a worker. 
Based on the fact that the violation resulted in harm to 

human life, the MMS assessed and collected a civil 
penalty. After the investigation and assessment of the 
civil penalty, the company implemented the following 
corrective actions: 

.. The company conducted an independent 
investigation; 

Civil & Criminal Penalties 
Summary 

Compliance Reviews 
Initiated. . .. .. . .. . . . . . . . . . . 87 

Civil Penalty Case Files 
Reviewed. • . . . . . . . . . . . . . . • . 78 

Civil Penalties Paid 
.Cases.....•.•........... 41 
Dollars••...•.....•• $346,292 

Civil penalties Under 
Appeal •.••....•••....•.• ... 1 

Reviews Ongoing . • . . . • . . . • • 3Z 

Criminal Reviews O!lgoing. . . . 3 
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Regulation ofOperations Program 

_. Refresher training was done for all appropriate company personnel; and 

_. The company developed a Standard Operating Procedure (SOP) to isolate and clean 
vessels. 

An. inspection can range from two hours in duration by a single inspector to several days by two or three 
inspectors depending on the operation being inspected (drilling, production. workover, well completion, 
measurement, etc.) andthe complexity of the facility. An. unannounced inspection is usually not a complete 
inspection. and therefore is ofshorter duration than a complete inspection. A single well caisson 
(approximately 36 percent of the production facilities are in this category) contains on average about 8 devices 
co be inspected. A "super" platform may contain about 1200 devices co be inspected. The single wen facility 
can be inspected in a short time, while the super facility may take several days. However, the super plai:form 
has a heliportwhich makes it easily accessible. The single well facility is, generally, only accessible by boat 
which increases travel time greatly. The inspection program is not just a maner o.f conducting inspections,· but 
includes the transportation to and from the facilities and the planning of inspections in order to use the 
resources most efficiently. 

F acili.ty Size Classes 
, , 

Number ofFacilities as of 10/l5/Q5 Number of 
Devices per 

· Type and Number Facility 
ofWells (ApproximatelyPacific Total 

Processinl! (no wells) 

G.O.M. 

490 1 491 150 

Simde Wells o: 1.363 ·- 1-363 8 

!Jacket (2-6 wells) _ 951 .. 951 75 

Medium (7-18 wells) 

- - - 0 

_l761 762 230 

Larne <19-27 wells) 184 2 186 500 

Maior (27-59 wells) 35 850 

Suoer ( 60 wells) 

7 42 

164 L20012 - . -

Total 3.811 3.788 ' 23 

Due co the increasing num~r ofoperato~. MMS has instituted alternative means of inspection, such as 
scientific random sampling. Sampling will be used as a screening process to focus on operators who are less 
diligent in maintenance and inspection. This reduces the time required for scheduled inspections and 
increases the time and resources aviilable for unannounced inspections, thereby permitting the MMS to spend 
a greater amount of time dealing with facilities and operacors that pose a greater risk. Thus, while the tocal 
amount of time spent inspecting is the same, the effort will be focused on higher risk operations, rather than 
routine operations by reliable operators, and without diminishing the effectiveness of the inspection process. 

Civil and Criminal Pen@lties 

The Oil Pollution Act of 1990 (OPA) contained amendments co the Outer Continencal ShelfLands Act 
{OCSLA) which rescorcd the MMS civil penalties program. The program had been suspended due to court 
actions prior to 1990. The OCS Civil/Criminal Penalties Program is now active in all three MMS regions. 
Since the passage ofOPAin August, 1990 through February, 1996, MMS has initiated 87 compliance reviews 
which have led to 78 civil penalty cases being referred to MMS Reviewing Officers! During that period MMS 
collected $346,29Z in 41 civil penalty cases. Training for candidate OCS Civil Penalty Officers is now 
complete. MMS is updating its civil penalty policy and is rewriting the civil penalty regulations at 30 CFR 
250.200. . 

FY 1'997 Budget Justification 94 Minerals Management Service 

http:acili.ty


Regulation ofOperations Program 

In addition to the OCSLAcivil penalty authority (which includes the current OCSLA financial responsibility 
regulations), OPA and Executive Order 12777 gave MMS civil penalty authority to enforce the OPA­
mandated financial responsibility requirements. The approach to implement civil penalties for failure to 
comply with the oil spill financial responsibility is being evaluated and will be a part ofthe OPA rulemaking. 

Enforcement Activity - Fiscm Year 1995 
- · 

Total 
- -

Inspections
-­ - -- -

OCS drillin~ facilities 1.332 

OCS production facilides 4.581 i 

Pineline insnections 1.988 

· Measurement/Site Securitv _ . 3.251 

Wor-kover/Comoletion 630 

Aband~>nment 55 
-

Compliance 
-­

Citations <JNC's•) ., 4.550 

Enforcements 
' 

Comoonent shut-ins _ 2.026 

Drillin~ facilicv shut-ins 84 -­

Production facilitv shut-ins 103 
- ­

I 

. -

Component shut-in - Vessel or unit operation out-of-compliance is shut-down until it 
is brought into compliance. 

Facility shut-in - Faci1ity operations found out-of-compliance require im.mcdiacc 
shut-in ofentire facility. 

• Incidcn~ ofNonccm1pliance 
- -

Selected Facilities Review 

A selected facilities review is an intensified inspection effort directed ac facilities in a specific geographic area. 
Special inspection teams made up of two to four inspectors from cwo or more districts inspect a designated 
number ofvarious types of facilities in a shor-t {usually three days) period of time using preselected Potential 
lncidents ofNon-Compliance. The inspections arc unannounced artd are intended as a tool to evaluate both 
the effectiveness of the MMS Inspection Program and the level of lessee compliance with OCS regulations. 
Depending on the size and complexity of the facility, as many as l 0 facilities may be inspected. 

Accident Investigations 

Regulations state that the MMS is notified ofevery accident occurring on the OCS. MMS conducts accident 
investigations to: identify and rectify specific safery or environmental problems; analyies and assesses the 
effectiveness ofcurrentequipment, procedures, and operations; identify the need for new or modified 
regulations; and provides information needed to support other aspects of the Regulation ofOperations 
Program. By better unde.rstanding why accidents occur, we believe we can prevent future incidents. 
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Regulation ofOperations Program 

2. Industry PermitS anti.Approval 

Operators are required to obtain MMS approval or pemlits before commencing certain activities and 
operations as described below. In addition to these, uniti2:ation and operating agreements and enhanced oil 
recovery projects also require MMS approvat. 

Exelo.re.tion:, Develop:meat; and Production Pl'!ris 
The MMS requires OCS operators to obtain approval for their exploration plans (EP) prior to commencing 
exploration activities. The MMS requires approval for each Development and ProductienPlan or 
Development Operations Coordination Document (OOCD) prior to the drilling of development wells or the 
installation offixed production .platforms, pipelines1 or production equipment. The MMS encourages 
cooperative development to ensure coordinated development and production by independent operators" on 
separately-owned uacts. The MMS ensures that plans are designed to prevent the harmful effects of 
unrestrained competitive production, and ensures conservation of the resource. 

Applic~tions for Permit to Dti!!z Workover, Reco!llpletc;, apd Abandon Wells 

Before wells may be drilled, worked over, recompletcd, or abandoned, operators must submit an application 
giving fu

0

1l information regarding the proposal and obtain MMS approval prior to beginning the operation. The 
number ofapplications for permits to drill, well workovers, recompletions, and abandonments has increased 
over the last 5 years, and reflects a continued or steady increase in the number ofdrilling rigs now operating in 
the GulfofMexico. 

Platform lnst:alle.tion, Modification1 Removal, and Site Clee.rtµis:c; 

Operate.rs must submit to the MMS, for approval, applications for the installation ofnew platforms and 
applications for significant modifications to previously-approved applications. Regulations require all new 
platforms or other strucmJres to ·be designed, fabricated, installed, and inspected in accordance with MMS 
regulatory requirements. MMS designed these requirements to prevent the endangerment oflife, health, or J 
damage to the environment and to ensure the suucrural integrity of platforms when subjecced to hurricanes, 
earthquakes, ice, other natural hazards, and boat collisions. MMS reviews each platform application or 
significant modification to an approved application to ensure that it is appropriate for the expected 
environmental and operating conditions and to determine the steps to be taken to protect against corrosion. 

Selected platforms which operate in difficult .physical environments, or which have designs not previously 
provenforuse"insuch environments, are subject to the requirements of the MMS PlatfoRn Verification 
Program. The Platform Verification Program requires both a more detailed review by the MMS and the 
review and approval ofa third pany verification agent who provides an independent engineering assessment of 
the design, fabrication, transportation, and installation of the platform. 

When platforms are of no further" utility, operators submit plans for properabandonmentofwells, removal of 
platforms, and site clearance. MMS reviews plans for integrity and regulatory compliance before approval. 
Platform removals in the GulfofMexico continue at a rate ofmore than 100 per year. However, increased 
drilling activity has led to a rebound in the number ofnew platfoon installations. In 1994, 154 platforms were 
installed, a 40 percent increase from the previous year. The face that inore platfoRDs were installed than 
removed is an indicatien ofcontinued strong interest in GOM development and production. 

Pipeline Applications 

Regulations require that an operator or right-of-way grant holder submit to MMS, for its review S:Od approval, 
applications for the design, plan ofinstallation, and modification and repair ofall pipelines authorized under 
any lease or pipeline right-of-way. 
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Regulation ofOpe.rations Program 

) 3. Produdion Q11ztrols 

Production Verificatiop 

This nationwide production verification program protects the public interest regarding OCS minerals 
development. The MMS conducts annual inspections on all onshore and offshore custody transfer liquid 
meter locations for site security, verification ofsales volumes, and compliance with OCS regulations. The 
MMS peaonnel perform onsite production verification and inspections to check discrepancies noted in the 
records. The MMS witnesses meter provings to. assess the meter's accuracy. The proving report is used to 
verify the run ticket net volume. The run ticket net volume is eompared to the monthly production report 
submitted by the operator. Production verification inspection figures include all ofthese verifications. The 
MMS has devc::Ioped an automated system which detects under-reponcd crude oil production. The MMS has 
also conducted a pilot gas production verification project in the GulfofMexico Region which supports the 
need for a complete gas verification program. 

CQlllmingling Agreements !pd Meas\lrement-t\pprovols 

Operators submit applications for MMS approval to move production from multiple leases to a cenual facility 
for purposes ofprocessing, measuring, and storing of this production. In die process, production is 
commingled (mixed). with production from different wells, leases, and fields, and with production ofother 
operators. 

MMS reviews commingling agicements to ensure that such agreements do not result in a reduction in the' 
royalty due to the Federal Govemment. 

Procluction R~te Con®l 
MMS sets well and reseIVoir production races to provide for eonservation of resources and prevention ofwaste. 
MMS personnel review requests for reservoir maximum efficient rates (MER's) and well maximum producible 
rates (MPR's), supponfng information, and approve operations in accordance with established policies 
developed to preventwaste and ensure conservation ofoil and gas. 

Operators submit semi-annual oil well and gas well test results. MMS uses this information for many reasons 
which include production capabilities ofwells, reservoirs, and leases; reserves estimation; development plans; 
and royalty obligations. 

G$S Fl~g Aperovals 

The MMS reviews requests for flaring or venting to ensure that unnecessary flaring does not occur. The MMS 
approves flaring or venting only when requested operations are in accordance with MMS .policy esrablished to 
prevent unnecessary loss ofnatural resources and to minimize environmental effects offlaring. 

4. OtherProasses 

Suspc;nsions ofOpeJ11tions 

The MMS directs suspensions ofoperations when necessary for safety orenvironmental reasons or grants them 
in che national interest as specified in regulations. 

Field Developmen~_Studie~ 

Drainage across a State/Federal boundary can affect Federal royalty payments from leased land to unleased 
land or from one lease to a lease with a different royalty rate. The MMS monitors development and 
production activities to ensure that Federal royalty payments are not reduced as a result ofdrainage. 
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Technology Assessmentand Research 

Technology Assessment and Research 

The studies of the Technology Assessment and Research (TA&R) Program promote safety ofoperations and 
prevention ofoil spills and air pollution. TA&R srudies investigate and assess safety-rel!lted technologies and 
penorm applied research as needed. Study results support 
the technology basis for MMS's permitting ofdrilling and 
production operations, safety and pollution inspections, 
enforcement actions, accident investigations, and Objectives: 
well-<:onuol training requirements. The program is a 

-' Provide a continuing and 
balanced effort that investigates safety-related technologies 

comprehensive technology base
associated with the regulated industry's movements into within the MMS to ensure that OCS
deeper water and more hostile environments, as welt as the 

9perations arc orderly, safe, and
maintenance ofaging facilities. pollution-free, and to ensure that 

MMS regulatory requirements Natural disasters, such as Hurricane Andrew and the 
facilitate the use ofadvancedNorthridge earthquake have reinforced recognition of the 
technologies. 

continuing need to assure the integrity ofoffshore facilities 

-' Provide leadership to industry,
and to ensure that regulacory requirements encourage use of 


through research participation and
Best Available and Safest Technologies (BAs'r). Within 
dialogue at the engineering level, toMMS, technical personnel rcview operational problems and 
assure compliance with the provisionsconsider possible technological solutions which may be 

ofOCSLA Section 21(b) that requires
bettcr.odefined through research efforts. 

the use ofthe Best Available and 

Safest Technologies (BAST). 

TA&R Program Activities 

The program operates through contracts with universities, private firms, and government laboratories to assess 
safeiy-related technologies and to perform necessary applied resean:h. TA&R jointly funds studies in 
cooperation with other F edcral agencies, State and local govcmment agencies, government agencies of 
Canada, Norway, and the United Kingdom, and with industry. Joint funding of projects is becoming 
increasingly popular because of the similarity ofinterest, decreases in research funds, and a broader recognition 
that this is the most effective and efficient method to leverage available funds. 

Optrational Safety . 

The MMS has sponsored at Louisiana State University (LSU) investigations ofdeep-ocean well-control 
procedures and diver.rec design and operacio0t and will be focusing its resources on the interactive process of 
well control and seabed response to minimU.c seabed fracture from underground blowouts and other 
subsurface flow problems associated with excessive well pressures that could result in cratering andeven 
platform loss. 

The MMS is conducting operational and reliability analysis studies for OCS operations and has held related 
international workshops. Our knowledge and understanding of deep-ocean well control needs co be improved 
to provide engineers a better understanding ofseabed physical processes that occur while drilling and to 
provide drillers more timely and accurate bottom-hole information and improved means for controlling 
potential blowouts. · 

Studies also ha'fc been initiated that emphasize human and organiurional factors that affect responses during 
normal and emergency operu.tions on offshore platforms. Offshore facilities by their very nature provide a 
minimum ofspace into which complex and densely configured drilling, production and processing equipment 
must be placed and operated. Facility systems must be designed, arranged, operated, and inspected to 
minimize the potential for failure ofany elemenL The failure ofa single element in these tight quarters can 
cause a cascade ofsequential· failures, resulting in a cataStrophic failure of the sy.stem. A major international 
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Technology Assessmentand Research 

workshop will be held in the early par.t ofFY 1997 to assess the use ofhuman and organizational factor ) 
methodologies in offshore development. 

Examples ofConuacts and Cooperative Agreemen·tS 

. . 

· ­ .. 

' Estimated Extend 
Proiect 

-
Conuactor/Ot~nization Cost Proicct 

Well Control Procedures Louisiana State Universitv _ $280.000 Yes _ 

· NOic Conttol Dcvelooment Technor Inc. $200.000: Yes 

Offshore Composites Engineering & Joint Industry Project OIP) with $20,000 Yes 
Anolicacion Center Universitv ofHouston 

I 

International Workshop on Human JIP/lnteragency study with WIM $80,000 No 
Consultants 

Methods to Conuol Hydrates for 

and Oi:nnizational Fact:ors 

JIP/Westpoi:t Technology $50,000, Yes 
. Deeowater Ooerations 

Conaol ofParrifins for Deepwater }IP/University ofTexas $100,000 Yes' 
IOoentions 

Intemtv ofDe_eowater Pioelincs UP/Universicv ofTexas $75 000· Yes 

;Integrity ofTubular Frames for JIP with BOMEL Engineering $73,000 No 
Offshore Platforms 

International Workshop on Advanced JIP/Colorado School ofMines $80,000 No 
. Materials ' 

Seafloor Earthquake Measurement $20,00@Sandia National Labs No 
Proiect 

Old and Innovative Struc;tures Q.Dd Pieelines 
TA&R is developing a methodology for assessing acceptable loads and residual service Jives ofexisting 
platforms "&nd pipelines. There is a growing concern about the integrity (age and condition) ofsome of the 
older platforms and pipelines in the GulfofMexico. There is also some concern over the susceptibility of 
some of these facilities to corrosion, damage caused by dropped objects. colJision ofvessels with a platform, 
and by anchors being dropped on or dragged across a pipeline. Improved inspection and monitoring systems 
need to be devised for both pipelines and placfonns. 

As more and more reserves .are being discovered in deep water, the innovative technologies used by induscry 
co design and build deeEK>ccan compliant structures, such as tension-leg platforms, continues to evolve to 

meet technical and economic needs for deepwater developmcnL This rapid evolution in technology needs to 
be independently verified to ensure continued safety ofoperations and protection of the environment. 

Offshore Ellrlbq\lakes 

TA&R is working with the State ofCalifornia and industry to establish an offshore seismic monitoring 
program. The program includes the installation of a new state-of-the-an data gathering networ.k to obtain 
information on response of me seaRoor to seismic motion and the resulting dynamic effects on structures and 
operating equipmenL Though survivability ofa major eanhquake has been a critical factor in the design, 
fabrication, and installation offacilities off the California coast, our knowledge and under.standing of the 
dirccdon and magnitude of seismic forces and the responses ofstructures to those forces continue co be 
defined. 
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Technology Assessment and Research 

TA&R is working with indusuy to develop an acceptable methodology for assessing the survivabily ofexisting 
topside (operational) components during an earthquake. It is anticipated that this effort will develop realistic 
benchmarks, identify mitigating measures, and indicate the resources required co perform such evaluations. 
An effort will also be initiated to develop a probabilistlc seismic hazard map for use in the evaluation of 
existing and proposed operations. The MMS will continue to gather and assess seismic technology to ensure 
the safety ofoffshore facilities located in earthquake-prone areas. 

Nit(Qg~n Oxide CNOx) Poll~ticm Oil th~ o_cs 
MMS has been working with indusuy to develop a combination ofexhaust gas trcabllent and engine 
combustion controls as a means ofreducing the NOx emissions from gas turbines and diesels operating on the 
OCS. New air quality standards will require these emissions to be reduced by about 75 percent. The MMS's 
research effons have been a major factor in developing this technology so it is now commercially available for 
diesel engines. Laboratory research using gas tmbine engines has advanced so that plans are being made to 
initiate a development/demonstration project. 

Arctic Technology 

Sea ice in its various forms is the most severe environmental factor in the Arctic. The hazards it creates are 
potentially much greater than the hazards faced in open-ocean operations. Such hazards range from the forces 
that moving sea ice may exenagainst offshore structures to the gouging of the seafloor (a factor to be 
considered in the placement ofa pipeline). Engineering data for these hazards will become increasingly more 
imponant as operations move from an exploration mode to a production mode and as suuccures are considered 
for deeper water, especially within the shear zone or pack ice. The MMS has been participating, as 
opportunities arise, to gain impoitant safety-related information in advance offucure operations in the Arctic. 
In particular, engineering properties and forces ofmoving ice on structUres and pipelines arc being studied. 
Interest in conducting e~ploration and development activities in the Arctic offshore have been dampened by 
the industry's failure to find commercial discoveries. 

A_dyqnced Materials 

Much progress has been made in producing new materials for application to offshore oil and gas operations. 
New materials such as metal matrix composites and fiber-reinforced plastic materials have made some progress 
in marine applications, but much further progress can be made for engineered materials offering proper.ties 
allowing for new designs ofoffshore structures and operational components such as riseis, etc. Even though 
these materials offer significant improvement in properties, serious barriers such as material and fabrication 
costs, needed design innovations, and the reliability, repair, and inspection ofadvanced engineered materials 
need to be addressed. An international workshop is planned to assess die utilization ofadvanced materials 
offshore for oil md gas operations. 

Ttdtnologp Transfer/Seminan/WotkshJps 

Research suppon:ed by the TA&R program is reponed in publications and sernimrn. In addition, MMS 
conductS workshops on pertinent areas of technology. The TA&R program also sponsors a biennial seminar 
for the public on its research program. International workshops have been conducted on such topics as 
pipeline safety, requalification ofold or damaged platforms, the use ofcomposite materials offshore, and 
operational risk. 

MJjor Program llqorls 
The Program prepares a biennial report summarizing information about ongoing projects. In addition, all 
reports from research projects are maintained for in-house use and distribution co the public as appropriate. 
Workshop proceedings are an additional major source of technology transfer. 

) 
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Oil and Gas Information 

) Oil and Gas Information 

The Oil and Gas Information Program provides die public, industry, and other government agencies with 
official statistical infoanation on the MMS oil and gas program. 

•The annual Federal Offshore Smtistics provides mainly tabular data on leasing, exploration, 
production, and revenue from 1954 to 1995. 

• 	The Offshore Stats, a quarterly statistical newsletter, provides individuals, organizations, 
and other interested parties with statistical graphs, tables, and charts, which enables monthly, 
quarterly, and annual comparisons and uends. Data coverage includes drilling, production, rigs 
and platforms, environmental studies inspections, compliance, training, revenue contributions, 
ren~, royalties, disbursemems, and OCS performance records set. 

•The Leasing and Production Annual Report to Congress, mandated by 
Section 15 ofthe OCSLA, summarizes receipts and expendirurcs on a fiscal year basis and, in 
compliance with Section 22 (g) of the Ace, includes information on Federal offshore safety 
violations as repo.r:ted by the U.S. Coast Guard. It also summarius recent lease sale activities, 
consultative activities, regulations and' rules written, inspection infonnation, and litigacion 
affecting Federal offshore leasing. 
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Information Management Program 

) Information Management Program 

Justification of Program and Performance 
Analysis by Subactivity 

dollars in tliousands 

1996 
Estimate 
to Da·te 

Uncon-ttollable 
and Related 

Changes 
Programmatic 

Changes 

1997 
Budget 
Request 

Change 
from 
1996 

Information 
Management 

Proe:ram 

$ 
FTE 

922 
13 

0 
0 

0 
0 

922 
13 

0 
0 

Objectives 
./ Maintain computer facilities. Program Description 
./ Design, develope, and 

mainmin applications 
The Information Management Program (IMP) subactivity primarily software and hardware. 
funds salary-related costs and equipment maintenance for computer ./ Provide operational and 
suppoit units in the Alaska and Pacific Regional1 offices. The GOM maintnance support for the 
Regional ADP units are funded under Revenue Receipts. The Alaska and Pacific regions 
following description is applicable ro the GulfRegion as well. computerized systems. 

The IMP provides a central foundation for the management of the large --------------­
volume of data used in the scientific, engineering and land management 
acavities ofthe Offshore program. In addition, the operations of this program provide integral support to the 
other OCS Lands subactivities, i.e. the Leasing and Environmental, the Resource Evaluation, and Regulatory 
Programs. 
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~formationManagement Program 

Examples ofthe types ofdata processed through Offshore's ADP programs and its use are: ) 
-· -

TvneofDataActivirv Use ofData 
- -- -· 

Leasing& , Block/Boundary :Preparation of Leasing Map~ 


'Environmental 
 Official Protraction Diagrams 
Environmental 
Lease Management 

Split Block Diagrams 
.Oil Spill List ofQualified Bidders 
Air Quality Air Quality Models 
~Studies ·Oil Spill Trajectory/Analyses 
: ! Environmenml Assessments & Renn(tS 

' 

--· ' 
Geologic : Estimate Oil and Gas Reserves 


Evaluation 

Resource 

Geophysical Seismic ·Determine Minimum Acceptable Bids 
Well Logs : Resource Estimates 
Exploration ·Fair Market Value Determination 
Development 

1 
Regional Mapping 

' 
Production Cost ·Geologic and Reserves Repons 
Oil and Gas.Prices National Assessment 
Employment Levels Forecast OCS Revenues (Bonus, Royalty & 
Reserves Tax Receipts) 

Oil and Gas Production Forecasts for OCS 
Royalty Reduction Decisions 

Lease Timing and Sizing 
Historical Leasinll Analvsis 

-· . -··· 

Rcuieve Applications for Permit to Drill 

Operations 


Inspection' Regulation of 
Moniror Bonding : 

Pipelines and Inspections 
lndusay Structures/Platforms 

Statistics 
Pipeline Monicoring 
ComQliance Surveilla_nc;e··-· 


· ­
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Infonnation Management Program 

The major information management systems/databases used and funded throughout the MMS programs 
include: (Those systems marked with an asterisk• are critical systems being modernized and replaced by the 
Technical Information Management System [TIMS] described in the Revenue Receipts section). 

System/Databa~e 

Outer Continental Shelf 
Information System 
(OCSIS)* 

Offshore Inspection System 
(OIS)* 

Automated Cartographic 
System (ACS)* 
Offshore Lease Data 
System 

Archaeological and 
Shipwreck Infonnation 
System (ASIS) 
GeologicsI: and Geophysical 
(G&G)* 

Monte Carlo Range of 
Vslues (MONTCAR) 

Offshore and Coastal 
Dispersion Model (OCD) 

Oil Spill Risk Analysis 
(OSRA) 

Plume Airshed Reactive 
Interacting System 
(PARIS) 

Probabilistic Resource 
Es~mates Offshore 
(PRESTO) 

Postsale Analysis System 
(PSAS) 

Functions 

Integrates an array ofsmaller systems, eliminates duplication 
ofdata, makes data more accessible and provides a complete 
anay of data and tools to the users. Its two major components 
are Lease Management and Operations. 

Stores all inspection information gathered during MMS 
inspections ofOCS drilling, production, and pipeline 
operations, and production verification. 

An interactive, menu-driven system allowing the creation of 
pre-defined or customized maps. 

A centralized relational database oflease-related data that is 
used in the economic analysis ofhistorical lease bid data and 
subsequent production data. 

A menu-driven application that conaols two databases: 1) 
the archaeological database; and 2) the shipwreck database. 

Intei:pretive Database System (GNG)Under development. It 
will combine several dift'ercnt types ofG&.G data into a single 
database when fully operational; data includes seismic, 
gravity, marine and aero-magnetic, geochemical, and well 
inventory information. 

A computer simulation model that performs geologic, 
engineering. and economic analysis ofoil and gas prospects on 
a tract-by-met basis; used to evaluate OCS tracts that receive 
bids during a lease sale which pass co Phase II consideration; 
estimates a fair market value for the uacts. 

Models pollutant release from over-water sources; developed 
co replace two earlier regulatory air pollution models used by 
MMS. 

Aids in estimating the environmental hazards ofdeveloping 
oil resources in the OCS lease areas; analyzes the probability 
ofspill occurrence, and the likely .path of trajeccories ofspill. 

A gridded photochemical model used for single or multiple 
day simulations for ozone. 

A computer simulation model that projects oil and gas 
resource potential on a sttucture basis; calculates a range of 
resource quantities that arc projected to exist. 

Supports the area-wide concept of lease sales; modified to 
support large sale of.Terings and also provide for poscsale bid 
acceptance/rejection procedures. 

-· 
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Revenue Receipts 

Revenue Receipts 


Justification of Program and Performance 

dollar.r in thousands 

1996 
Estimate Uncontrollable 
to Date Changes 

1997 
Programmatic Budget 

Changes Request 

Change 
from 
1996 

Revenue $ 15,400 0 

Receiots FI'E 68 0 
0 
0 

15,400 
68 

0 
0 

Program Description 


Revenue receipts supplementMMS's regular appropriated funding. The Outer 
Continental ShelfLands program mised its rental rates on new leases by$2 per 
acre at the end ofFY 1993 in order to obtain funds to develop and implement its 

Objectives 

Technical Information Management System (TIMS). MMS is allowed to credita .I Develop, implement 
specified amount each year to its Royalty and Offshore Minerals Management and maintain the 

appropriation for this puipose. TIMS 

.I Provide opeI'Jltional 
In FY 1996, the Conference report authorized the use of$15.4 million ofthese and maintenance 
receipts and expanded the use ofthese funds to related activities. The Gulfof suppoi:t for program 
Mexico Region's ADP and info.nnation services units are subsequently being and regional 
funded from this source in FY 1996. computer systems 

T«hniad lnfonnation Management S:Ptmi (TIMS) 

Back@vµpd 

Given the recent success ofSale 147 in the C.Cnual GulfofMexico, and future sale prospects, the estimates for 
the amount ofaddirional receipts (particularly rental mte increases) that can be used for the TIMS has 
increased to the point that a viable program can be funded solely from this source. 

The Technical Info.nnation Management System (TIMS) was created by Offshore to provide a comprehensive 
cor:porate database that will build Offshore data into a linked information system. In addition, it includes 
replacing/modernizing hardware and systems softWarc •. 

The purpose of the TIMS is to provide the Offshore Program with the necessary up-to-date automated tools to 
carry out itS mission of leasing on the Outer Continental Shelf (QCS) in an environmentally-sound manner and 
to insure proper monetary return to the U.S. Government for leased resources. The TIMS win facilitate 
receipt ofmillions .of dollars in revenue co the Federal Government by providing information which is. critical 
co the MMS mission, In implementing the TIMS, the MMS is conducting the necessary analysis, systems 
development, and acquisition activities leading to d1e modenW.ation of all Offshore mission-critical 
information systems. 

In addition to replacing/modernizing computer hardware and sysce~ software, the TIMS program is building 
a more comprehensive database to address presently unmet needs in environmental data, environmental 
analysis, resource and tract evaluation, operational trend analysis,· oil spill risk, safety inspection data capture 

- . 
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and review, management ofoil pipelines, and hazards review for drilling. When fully implemented, the TIMS 
will enhance Offshore's cost efficiency and management effectiveness. 

The TIMS was sWted in FY 1992 as a PilotProject in the GulfofMexico Region (GOMR). The TIMS was 
constructed in a modular fashion by the development and deployment ofa series ofapplication software 
implementations called TIMS Releases. Each of the planned 12 releases makes additional applications 
available to the end-use.rs. This approach allows for high priority applications to be implemented and 
evaluated sooner instead ofa "grand design" approach, which would only allow a:l1 applications to be available 
all at once in the distant future. The Pilot was completed at the end ofFY 1994 and was evaluated in January 
1995. Expansion was then sta1ted in the other Regions. 

The early development and deployment of the TIMS releases in the GOM has been exuemely successful 
and beneficial to the Offshore program. As a result of the implemenration of those releases a large percenr.age 
of the infonnation and system that were running on the obsolete Concurrent Computer Corporation (CCC, 
formerly Perkin-Elmer) are now running on the TIMS platform. Specific benefics chat were derived from 
these early Releases include: 

• 	 establishment of the "cocporate" database suucture to support the entire Offshore program, 

including key information such as: 


.. Block, Company, Well, Lease, Platform, Pipelines, and Seismic; 

• 	 availability ofreference data for Resource Evaluation's Geologieal lncct:pretative Tools (GIT) 

Project; 


• 	 seismic lines, .permits, shot points, velocity surveys, requisition tracking and seismic sectifln map 

inventory; 
 ) 

• 	 the provision ofonline access to the data above; 

., enhanced support for Offshore Operations, including platfonns, rigs, pipelines, and wells; 
• 

• 	 enhanced suppon: for Leasing, including block information. 

Also vital in the cady stages was the creation ofa seisrnic mapping initiative called Geological Interpretive 
Tools (GIT). GIT will bring Z and 3 dimensional geological evaluation tools to bearon the resource 
evaluation processes within Offshore Minerals Management (OMM). There are five different sofcware 
systems that comprise the GIT, which were purchased in the beginning ofFY 1994. They are: interactive, 
interpretive mapping; well log analysis; seismic interpretation; ~servoir analysis; and Geographic Information 
System (GIS). GIS is a generic set ofworkstation graphic and analytical tools used to view layers of 
geographical and environmental data. 

AccomplishmentS/Furure Endeavors 

In FY 1994 the TIMS was suppon:ed with appropriated funds of$5 million. This funding was supplemented 
by an increase in rents of$2/acre on each lease sale tract and' is being used for TIMS development. This rental 
rate increase initiative was implemented at the end ofFY1993 and yielded approximately $5 million for 
TIMS' usage. FY 1994 brought about the completion ofRelease 4, which expanded GIT base mapping 
capabilities, lease administration, and added well and production and inspection data to the database. The 
CCC development machines were shut-down in the GOMR. This brought approximately 55% ofthe 
functionality that was performed on the CCC to the TIMS platform. Because many more functions are being 
included in the TIMS that never existed on ~he CCC, 55% of the TIMS icself has not been completed. As 
stated before, FY 1994 also brought about the completion of the pilot project. 
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In FY 1995, TIMS base funding was decreasd to $3.6 million; however, the ceiling on TIMS use of collections 
from rental receipts was raised to $8.8 million. Therefore TIMS continued its growth as planned. Release 4 
was installed in the Alaska and Denver locations, expanding the TIMS platform beyond the pilot area in che 
GOM. In early FY 1995, che Alaska Region was able co shut down the Concuaent computer and rely solely on 
che TIMS platform. Two new releases were started in FY 1995 in the GOMR. They were, Release 4+, which 
migraces the cuaentapplications to che Windows environment using Oracle; and also enhances the mapping 
capability. Release S, moves the remaining components from the Concuaent into the TIMS platform. A 
significant advancement is che application of GIT for the sales in che GOMR. This capability provides us wich 
a high level of technical parity with the industry when evaluating the geological potential and economic value 
of tracks offered fo sale. Additional workstations/servers were added due to the expansion inco the other 
regions. 

Starting in FY 1996, the TIMS is expecting to be funded exclusively through non-appropriated monies, i.e., 
through che rental rate increase iniciative. FY 1996 should see the deployment of Release 4+ and Release 5, in 
the GOMR. A major mission-related milestone will be achieved near the end ofFY 1996, when the 
Concurrent is expected to be shut down in the GOMR completely. The Mapping and Survey Staff, located in 
Denver, will be given upgrades and enhancements to their already existing TIMS system. GIT will continue 
co play a major function in the sales activities, with softWare and hardware enhancements being added. Several 
hundred srate-of-the-art PCs will be installed. 

FY 1997 will sec some significant milestones as well. Depending on budgetary resuaincs, the Pacific Region 
should be able to shut down the Concuaent computer, the last one in Offshore. During the fiscal year the 
Herndon installation should be completed and deployed. Due to the two impending sales in Alaska during 
the end ofFY 1996, Release 4+ and S, which were previously to be started in Alaska at the end of FY 1996, 
have been moved to the beginning of FY 1997, to keep consistency in processing, and to allow more time for 
learning the new syscem. Through life-cycle management. more PCs will be added to each location. 

When theTIMS development comes to a close in FY 1999, me ADP functions within it will not. 
Maincenance and upgrades will always be necessary, as well as expansion of applications. New technology and 
capabilities will be introduced, and more and more functions will be automated. However, less money will be 
needed for maintenance and upgrades then was needed ro implemenc TIMS. Initial plans had the acquisition 
and conversion ofdata beinga program funding responsibility. We now plan to use receipts from the rental 
rate increase to supplement our data conversion efforts. 

GulfofMaim Region 

The GOM Region ADP and infoanation services units supply direct support co both the TIMS and regional 
programs. Details on the functions of the ADP units can be found in the IMP Program Description. In 
general these funccions support: · 

ar maintaining computer facilities; 

• providing operational support for all computerized systems 

mr designing, developing, and maintaining applications software and hardware for TIMS and 

regional programs. 


) 
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Office of Management Support 

Justification ofProgram and Performance 

Analysis by Subactivity 


do/Ian in thousands 

1996 
Estimate 
to Date 

Uncontrollable 
and Related 

Changes 
Programmatic 

Changes 

1997 
Budget 
Request 

Change 
from 
1996 

Office of $ 
Management FI'E 

Sunnort 

3,000 
47 

0 
0 

0 
0 

3,000 
47 

0 
0 

Overview 

Offshore's Office ofManagementSupport (OMS) performs a wide variety of functions. These functions have 
been centralized over time within OMS to help Offshore gain me bencfit3 and convenience of single-point 
management, coordination and standardization ofADP 
activities, efficiencies ofa centralized operatio11; and 
improved staff expertise. These functions include: Objectives 

./ The primary objectives of the Office 
., Nationwide policy coordination and standardization ofManagement Suppon are to:

for Offshore's ADP program; 
,/ Oversee, coordinate, consolidate and 

centrally perform required budget and 
llir Participation in the application and development of 11dministrative funccions chat are of

TIMS; benefit to all of OMM 

./ Provide nationwide policy 
., Technical ADP support for me headquarters local coordination and standardization for 

area network and coordinacion ofOffshore-wide OMM's ADP program
area network activities with the Bureau's Royalty 

,/ Participate in the application andManagement Program, and Department ofInterior 
development of T IMS · 

ADP offices; 
,/ Provide technical ADP support for the 

Aqium local area network and 
llir Technical edicing and graphic illustration services 

coordinate OMM wide area networkfor scientific and technical publications and 
activities with IRM, RMP, and DOIprogrammatic documents used by Congress, States 


and the public for decisionmaking; 


ar Maintenance ofa centralized clccuonic library for use ofall Offshore employees; 

"' Publication distribution services for Offshore program offices; 

• Budget formulation, justification, exccutio11; and reporting; 

• Staffing and f.ull-time equivalency repons and control; 
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• 	 Responses to inquiries from Congressional and Administration officials and non-Federal 

constituents; 


• 	 Appropriation Committee hearings support; 

• 	 Special projects for program issues such as legislation, policy, CFO Act reporting, GPRA, NPR, 
andTQM; 

• 	 Streamlining and organizational planning; and 

• 	 Adminisuacive f.unctions such as coordination and management of training records, headquarters 
space, conference travel approval and personnel approvals. 

Streamliningand Cost IUJudion 

OMS has achieved significant cost and FTE reductions by streamlining administrative, budget and ADP 
activities. The following reductions have been achieved: 

• Staffing: From FY 1992 through FY 1994, OMS reduced its staffing by ·16 FTE (23%). This 
was accomplished bysueamlining adminisaative and budget activities, consolidating graphics 
and headquarters LAN administration functions, and reducing nationwide ADP policy and 
development activities. In FY 1995, OMS further reduced coses by funding 7 FTE, who work 
directly on TIMS development, from revenue receipts. 

• Ongoing Costs: The OMS budget includes a central fund for common services 
throughout Of.f'shorc hcadquan:crs. Such services include copying, movers, forms printing, and 
non-FTE 2000 telephone costs. The alternative to this central fund would be to have each 
program absorb, monitor and account for these costs individually. Offshore has found that it is 
more efficient to do this centrally. In addition, the Hcadquan:crs LAN is funded centrally from 
OMS, resulting in more efficient planning and expenditures. 

· ·Streamlining Operations: Offshore streamlined ics graphics supportand headquarters 
LAN administration functions by consolidatirig them into OMS. Prior co the consolidation, 9 
FTE were performing these functions throughout Offshore headquarters. Only S FTE were 
uansferred to OMS, resulting in a reduction of4 FTE in Offshore headquarters. 

In its effort to reduce costs, grade levels, and the ratio ofmanagers and supervisors co other 
personnel, OMS has eliminated 1 SES and 4 GS-15 positions and replaced them with 1 GS-15 
who oversees all OMS functions. 

Offshore and OMS will continue to evaluate its work processes. 01ganization and staffing levels co seek 
additional possibilities where reductions can be achieved. 

Dismssion ofFundions 

The OfficeofManagement Support is a staff office co the Associate Director for Offshore Minerals 
Management. Itwas established as an efficiency initiative to achieve economy and consistency by 
consolidating a number of functions and charges common to all ofOffshore. OMS provides offshore-wide 
coordination and services facilitating the implementation ofmission and strategic plans. OMS staff have the 
expertise and familiarity with Offshore programs co apply bureau-wide requirements and initiatives co specific 
Offshore mission needs, allowing for more efficient use of Offshore's resources and ITE. For functions 
common to multiple subactivities, centralization has reduced the need for duplicate effort in various Offshore 
offices. These suppon services are increasingly imponant as, in accordance with rcengineering and 
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empowerment iniciatives, the MMS is delegating the management ofadministration and budget functions to 
the programs. 

The Technical Communication Services (TCS) group provides technical editing and graphic illustration 
services for scientific and technical publications, as well as for programmatic documents used by Congress, 
States, and the public for decisionmaking. This group provides central resources for technical editing 
expertise and publishing guidance for Offshore program offices and for one of the regions. It also provides 
cenual graphic resources for Offshore and Gene~ Administration organizations in Herndon, VA and 
Washington, DC. The TCS is responsible for coordinating and publishing a public catalog ofall Offshore 
scientific and technical publications in paper and electronic fonnats for release on the Internet. The office aces 
as a repository for this information, thus eliminating separate costly subscriptions and on-line services. In 
addition to maintaining a centralized electronic library for the use ofall Offshore employees, TCS provides 
publication distribution services for program offices to assure public and government access to Offshore 
infonnation. 

The Microcomputer Support Services (MSS) group provides computer and Local Area Network (LAN) 
suppoi:t for Offshore in the Atrium building. The fundamental cornerstone of the streamlining plan is the 

. increased utilization ofcommunication and ADP technology, that being Local Arca Networks, Wide Area 
Networks (WAN), and data interchange capability. Computer support includes fife cycle maintenance of 
computer hardware and software as well as user- support and training. This office coordinates all Offshore 
WAN operations, design and planning with Ad min IRM, RMP and the Dcpamnent. The MSS also provides 
common MMS WAN services such 1lS the MMS Internet E-Mail gateway and the MMS public information 
server with the MMS World Wide Web (WWW) Internet Home Page. The MSS is the focal point for TIMS 
implementation in OMM Headquarters and provides advanced computer support for major scientific 
applieations by administering UNIX servers on the LAN for TIMS ORACLE and ARC/INFO applications. 
Database programming, specialized graphics and other specialized network suppon for scientific applications 
and workstations is also provided to the Offshore program areas. 

The Offshore Systems Center (OSC) was created in FY 1987 in recognition of the need to provide overall 
policy coordination and standardization nationwide for Offshore's ADP program. Program naffworking 
separately on ADP-related issues were pooled together tO maximize resources and assure compatibility. One 
of the OSC's tasks was to upgrade the Offshore data systems. The effort to upgrade OMM data systems 
ultimately led to whac is now the Technical Information Management System (TIMS). Currently TIMS is 
managed by the TIMS Project Office, which .reports directly to the Associate Director. The OSC remains a 
major player in TIMS, as the majority ofthe staff are devoted to TIMS application and development. 

The OSC also provides direction and oversight for the Off~horc Information Management Program and 
programs funded under Revenue Receipts. This includes overseeing the development ofOffshore 
infonnation management policies and standards, and providing centralized managem<:nt ofADP acquisition, 
contracts, and security. These activities direct and suppoi:t the operations of: 

w 1,000+ microcomputers, workstations and servers 

"" 8 Local Arca Networks 

"" 1 Wide Area Network 

"" 1 lntemct World Wide Web (WWW) server 

During the past year, OMS has led the development and implementation ofInternet access and presence for 
MMS. WoFking with the agency's national and regional organizations, OMM has established and maintains 
the MM~ public WWW server, and directs the development and organization ofOffshore program content 
included on the system.

) 
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The rest ofOMS focuses on specific program needs, Offshore-wide, versus the bureau-wide focus of the 
General Administration offices. OMS acts as liaison between Offshore Minerals Management and the Offi.ces 
of the Associate Director for Administration and Budget, the Associate Director for Policy and Management 
Improvement and ExecutiYe Direction. OMS implements the policy and guidance developed by those off.ices 
byfacilitating the coordination ofmanagement, budgetand administrative suppoi:t activities within the entire 
Offshore organization. These include: 

• 	 central coordination and oversight ofaU Offshore budget activities, including formulation, 

execution, and the allocation offunds to all Offshore organizations; 


• 	 streamlining and downsizing activities; 

_. coordination and preparation of responses to infoRrultion requests from MMS, DOI, OMS and 
Congress; 

• 	 coordination and preparation ofexternally-mandated reports required by DOI, OMB, NSF~ 
Congress, etc.; 

• 	 management conaol reviews; 

• strategic planning; 


_. Freedom ofInfomiation Act requests; and 


• 	 coordination of OIG, GAO and Congressional committee oversight investigations. 

In FY 1995, 16% ofOMS resources supported TCS functions, 20% supported LAN maintenance and 
administration, 44% supported the OSC (TIMS development), 15% was for budget and administrative 
support, and 5% was for the common services fund. 

\ 
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·Royalty Management Program 

Justification of Program and Performance 

Analysis by Subactivity 


dollars ;n tltous11t1ds 

1996 UnconttoHable .I 1997 Change·tI : Estimate and Related • Programmatic Budget from i 

to Date Cha·ages Changes Request 1996 
·­

0 033,022$ 33,022 0Valuation & 
FTE 293 -2 G 291 -zOoerations 

I 34,326· . 0 0 34,326 0$Compliance 
376 ' -2 0 374 -2FTE • 

02,742 0 2,742$ 0Program 
FFE 26 0. 0 26 0Servkes Office 

0 
I 

0· 0 0 0$Late Dish. 
010 0FTE 0Interest 

-

15 0 0 0$ 15Allottce Refunds 
• 0FTE 0 0 

I °' 
70105 0 o· 70,105 a$Total 

'69s'I . -4; 0_FTE 691 -4 

Mission. 

The Royalty Management Program (RMP) is that part ofMMS which is responsible for collecting 'revenues 
earned from the leasing and production ofmineral rights on all Federal and most Indian lands and for 
disbursing chese revenues to various recipienrs as authoriud by seven.I statures. RMP collecu mineral leasing 
revenues from Indian lands and transfers these monies to the BIA for distribution to eicher the Bureau of 
Indian Affairs (BlA) or to the appropriate Tribeor individual· Indian mineral owner. Average annual 
collections range from $3-4 billion with approximately 85% going ro che U.S. Treasury, 14% to States, and 1 % 
to Indian Tribes and allottees. 

RMP collects 1) upfront bonuses paid by industry for the right to explore for minerals, 2) annual per acre 
rental, and ifproduction occurs, 3) royalties. (See the Receipts section for details.) 

RMI> collects and disburses revenues collected on lands administered by the Depanrnent ofJtnterior (MMS' 
Offshare Minerals Management Program, the Bureau oflndian Affaits, and the Bureau ofLand Management), 
the US Forest Service, the Army Corps ofEngineers, and the U.S. Military. RM.P works closely wich the staffs 
of these bureaus and MMS' offshore program organi7.ations to improve overall royalty management. 

RMP is not a land adminisaation organi7.ation. Therefore, unlike MMS' offshore program, BIA, or BLM, it 
does not determine the lease conaact conditions (amount of rent, bonuses or royalty race to charge, or any lease 
compliance requirements): Rather RMP's role is to detennine the market value (gross proceeds) on which che 
royalty. rate is applied co determine the recipient's share of revenues -this is both complicated and aften 
contentious with revenue sharers (States, counties, Indian mineral owners, and industry). 
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RMP is responsible for collecting all revenues from 
leasable minerals, those auchorized for extraction by 
the Mineral Leasing Act of 1920 and associated 
statUtes, while the BLM is currently responsible for 
the administration of locatable 0 hardrock" minerals, 
those authorized for patenting by the Mining Law of 
1872. If the Mining Law of1872 is reformed, it is 
expected that RMP will collect any royalties assessed 
on hardrock minerals. 

Functions · 

The RMP conducts business in five main and integral 
operational areas, listed sequentiallf. 

_. Payment and reporting where 
requirements, regulations, and guidance are 
develo~d and maintained to aid companies 
t.o report and pay voluntarily timely and 
accurately. · 

• Collection and processing where 
· revenues and data are collected and processed 
through automated systems to maintain 
financial revenue accounts and production 
data. 

• 	Distribution and explanations wheie ' 
disbursements (and explanations of these 
payments) arc made monthly to States, 
Tribes, US Treasury, BIA, and other 
government agencies and where mineral 
revenue and production data are shared wim 
all interested patties. 

• 	 Verification where numerous automated 
application progtams are used to verify correct 
payment and reporting. audits are conducted, 
and the cooperative/delegated audit programs 
wich States{Tribes are administered. 

.... Enforcement where the debt collection 
and royaltY penalty systems are applied and 
administered, and royalty litigation and 
appeals support is provided. 

Legislative Background 
Up until 1982, the responsibility for mineral 
revenue collection and disbursement resided 
with several f'.'ederal bureaus.. In 1926, Congress 
gave the USGS the responsibilicy for supervising 
lease operations and royalty collection while 
leasing surface protection and reclamation 
remained with the General Land Office (later 
the BLM). Royalty management functions were 
decentralized and integrated within 11 USGS 
regional offices. Mineral revenues were 
distributed biannually to the States by che BLM 
and to the US Treasury by the USGS. 

During the 1950's through the 1970's the GAO 
and the Interior's lns~ctor General repeatedly 
criticized the Depa.mnent for mismanagement of 
Federal mineral royalties. Estimates ofannual 
royalty under,payments ranged up to several 
hundred million dollars. 

In 1981, the Commission on Fiscal 
Accountability of the Nation's Energy Resources 
(the Linowes Commission) was established. The 
Commission issued 60 recommendations for 
improving royalty management. Principally, the 
Commission urged: 

.I The creation ofan independent royalty and 
minerals management agency, and 

.I A unifonn., centralized accounting program 
staffed with professional financial managers. 

This agency was to implement a production 
verification system whose findings would be 
incorporated into royalty collection functions, 
and ro replace the lease based royalty 
management system with a payor based approach. 

In 1982, MMS was created to implement the 
recommendations of the Linowes Commission. 
The Department transferred all royalty and lease 
functions of the USGS to MMS and consolidated 
all offshore leasing activities in MMS. Onshore 
field operations remained with the BLM. The 
collection ofall renrs, bonuses and payments to 
States also were uansferred to MMS. 

continue on nextpage 
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Organization & Budget 

Structure 


RMiP's budget suucrure basically parallels its 
organizational structure (refer to organization chart in 
General Statement) which is based on the above 
functions. 

A Deputy Associate Director (DAD) for Mineral Revenue 
Valuation and Operations (V&O) has oversight ofthe first 
three functions listed above, as well as a division which 
prepares regulations and provides determinations relating 
to technical royalty valuation issues. The operation and 
maintenance, and development of, major ADP systems is 
also the responsibility ofthis DAD. These functions are 
performed fii:st by RMP, and therefore are described first 
in the following budget narrative (V&O subactivity). 

A DAD for Mineral Revenue Compliance oversees the 
verification functions listed above. Oversighc 
responsibilitles include 4 regional compliance offices and 
a division perfomring various automated verification 
routines. 

The Associate Director is supponed by a Program 
Services Office which provides detailed budget execution, 
oversight and liaison £unctions, preparation ofFreedom of 
lnfonnation requests, other sratistlcal dara requests and 
briefing papers, and .payment ofcommon service charges, 
such as external telephone service, software licenses, 
LAN/WAN operaclon, and workforce training, etc. 

continuedfrom preuiouspage 

In 1982, the Federal Oil and Gas Royalty 
Management Act (FOGRMA) also was 
enacted with the provision that 

"tk Secretory shalltstob/ish a 
compnllmsive in.rptction, collection, and 
ji.r(l11 andproduction accountingand 
011diringsystem to provide the capability to 
oaurotely detemzine oil and gas royalties". 

FOGRMA also required monthly (instead of 
biannual) paymentS to States and authorized 
cooperative agreements and delegations co 
Srates and Tribes to perfonn audits and 
inspections. 

A decade has passed since the creation of 
MMS and the passage ofFOGRMA. During 
the first 5 yeai:s, RMP developed systems, 
policies, and procedures to meet the 
expecrations ofoversight organizations and 
constituents. In the later 5 years, budget 
resoun:es, in combination with maturing 
policies and procedures, have enabled 
substantive program improvements, 
regulatory-clarification, and improvements in 
coordination within Interior and with MMS 
constituents 

Additionally, the AD oversees the Office ofIndian Royalty Assistance which was formed in the early 1990's to 
address the special needs of the Indian community, especially individual Indian mineral owners. With a 
greater emphasis on getting payors to pay co~ctly on time, an Office ofEnforcement was created in FY 1994. 
These organizational offices' functions arc more closely related to those of the DAD for Compliance and so are 
discussed in that subactivity narrative. 

Two small subaccivities are 1) Late Disbursement Interest which audioriics internal RMP funds to be 
reprogrammed during the year to pay late disbursement interest to Sr.ares when RMP cannot meet the 
mandated FOGRMA timeframes, and Z) Refunds to Companies on Behalf ofAUotrees which is a small 
request to provide relief to payors when recoupment from c~rrent royalty payments is not possible or practical. 
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) Mineral Revenue Valuation & Operations 

Justification of Program and Performance 
Subactiviry Funding Summary 

dollars in tllousonds 

1996 
Estimate 
to Date 

UacontroUable 
and Related 

Changes 
Programmatic 

Changes 

1997 
Budget 
Request 

Change 
from 
1996 

Vah1ation& 
Ooerations 

$ 
FfE 

33,022 
293 

0 
-2 

0 
0 

33,022 
291 

0 
-2 

Data Management Division 

The Data Management Division is responsible for all non-revenue data - the legal infonnation essential to 
etJecmate revenue functions. Specifically, DMD accurately establishes and manages all automated reference 
data files attributable to Federal and Indian mineral leases, payor files, and agreements. · 

Maintaining reference data is the first step on which all other funcci.ons depend. All royalty repons, production 
repons, billings, exception processing, and to an increasing extent, audits, depend on an accurate data base. 
Reference data is the key to the RMP automated systems and applications programs. 

sr The Division serves as the royalty and rental reference data focal point for the Bureau ofLand 
Management, Bureau ofIndian Affalls, other surface management agencies, offshore MMS 
components, payors, lessees, and all RMP components. 

sr The Division collects, translates, and processes necessary non-revenue data to produce a 
comprehensive Common Reference data base (ORD) .that supports the distribution ofeach 
lease's royalties, bonuses, and rentals. 

w The Common Reference Database, contains approximately 107,700 leases, 72,500 revenue 
sources, 369,600 selling arrangements, 14,156 lease agreements, and 22,600 payor codes. In 
FY 1995, managing this data base required approximately 42,000 payor, lease, or agreemeni 
database actions. The CRD consolidat.CS portions ofdata bases from the BIA, BLM, and MMS' 
offshore p.fOgram, as related to Payor data, those ofOil and Gas and Solid Minerals payors. · 

These: responsibilities are assigned based on geographic location, producdon scatus, lease owner, and produces 
relative to a lease or agreement. 

There are four broad categories of work in the DataManagement Division (DMD): Oil and Gas (O&G) payor 
information, O&G rejected royalty lines, and O&G lease and agreement maintenance and Solid Minerals. 
The payor information and lease and agreement workloads comprise the lar.gest portion of the CRD. 

Payor lnforrne.tion Form Processing. The Payor Information Form (PIF) represeni:s a 
fundamental component of the data base. Since payments on the lease may be made by an entity not legally 
associated with the lease obligations, info1mation must be gathered to identify who is going to pay lease 
obligations. The PIF serves this puxpose and is entered by both contraccor suppon staffand DMD staff. 
Efficiency improvements from FY 1993 to FY 1995 have resulted in a decrease in contractor support from 30 
FI'E to 8 FTE. 
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Rejected Royalty Lines. Royalty lines (payment infonnarion) may be submitted incorrectly by payors. 
When a royalty line is submitted, ic is compared to the data base through a series of edits. If a problem is 
detected that jeopardizes proper distribudon, the line "rejects." Rejected lines will not update the financial 
system for distribution to recipients and must be corrected. The DMD is responsible for analyzing and 
conecting royalty reports that have data base implications. 

Lease and Agreeroent Maintenance. The primary components ofRMP's data base arc leases, 
agreements, and payor information. Each of these primary components contain many "fields" ofinformation. 
The lease and agreement wor-k.load represents additions, changes, and deletions of data in the various fields. 
Over the past fiscal year changes to work processes have resulted in a decrease in monthly inventory of 
pending work actions from 825 at the end ofFY 1994 to 250 at the end ofFY 1995. 

Solid Minerals. The Solid Minerals Staff, of the DMD, provides a wider range of services than that 
provided for O&G. Solid minerals is responsible for reference data, all royalty accounting (not just those 
having data base implications), production accounting, and payor account reconciliation. The consolidation of 
these functions is intended co offer enhanced expertise and efficiency in recognition of the unique character of 
each solids lease. 

Reports and Financial Division 

One of the main objectives in forming MMS was co improve accountability of the Nations miµ.eral resources. 
In 1982, according ro the Linowes Commission report; the government's royalty record keeping for Federal 
and Indian oil and gas leases was in disarray. Since the establishment ofMMS, which ccm:ralized mineral 
revenue activities, record keeping has dramatically improved. 

Approximately $4 billion in annual revenues are accounted for and disbursed as required byFOGRMA 
timeframes to the proper rccipiems (on-rime disbursement ofthese monies is now at approximately 99%). 
The corresponding interest mat must be paid to States and Indians for late disbursement has decreased from 
over$1 million in FY 1985 to under $86,000 in FY 1995. In addition, MMS has received independent 
unqualified opinions each year on the fmancial scatemems RFD prepared in accordance with the Chief 
Financial Officers Acc. 

The Repotts and Financial Division's (RFD's) constituents include: 38 States, ZS Tribes, and 20,000 Indian 
allotcees receiving disbursements, as well as 8 Federal Agencies/Bureaus receiving fund uansfcrs. 

The Financial Branch ofRFD is responsible for a number ofroyalty accounting functions including the 
following: 

• 	 Oistriburing mineral revenues and interest payments to State, Indian, and General Treasury 
accounts on a monthly basis in accordance with FOGRMA 

rr Disbursement co States are now monthly versus semi-annually prior to the formation of 
MMS. Indian disbursement is now daily co the Bureau oflndian Affairs {BIA) office in 
Albuquerque, New Mexico. States, Tribes, and BIA offices now receive explanation of 
payment repo.r:ts which detail each payment. 

rr Disbur8ement ofrevenues from oil and· gas leases previously handled by the Forest 
Service and Army Corps ofEngineers. This means the Scates receive their money on a 
monthly basis rather than semi-annually and that all States receive mineral revenues from 
one, rather than several, bureaus. 

) 
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• 	 Accounting for all mineral revenues in a system ofaccounts which enhances MMS' ability to 
explain in detail the source and types of mineral revenues colJecced, as well as the distribution of 
those revenues. This information is viral for royalty policy decision makers; 

• 	 Providing royalty accounting information to those parties, including Scates and Indian Tribes, 
which have a need for such infonnation inaccordance with FOOR.MA. · 

• 	 Administering the Reyalty-in-Kind (RIK) program as authorized by the OCSLA and MLA. 
Small refiners are able to remain in business due to the RIK program. The RIK program pays 
for ltselfthrough adminisuative fees charged to the program's users. These fees go to the 
General Treasury Account. 

The following activities also provide our constituents with additional benefits: 

• 	 Elecuonic payments have been encouraged by RFD allowing constituents co receive funds 
faster, as well as more cconemicaJly, and safer. 

• 	 RFD assists Tribes in administering the Indian Self-Derennination Act which allows Indian 
Tribes to enter into contracts with the Secretaty of Interior to plan, conduct, and administer 
programs, or portions ofprograms performed by RMP. 

sr RFD accounts for non-standard leases issued under the Indian Mineral DevelopmentAct which 
gave Indian Tribes the authority to generate unique lease agreements directly with oil and gas 
companies. 

The following are indicators ofRFD's worklead and activities 

. FY1995 
Actua,l 

FY 1996 
Estimated 

FY i997 
Estimated 

· Number ofChecks Received 59778 59500 59.000 

Number of Wire Transfers Received 7 644 7,700 7,900 

. NumberofRefunds to Pavors 890 900 900 

NuJPber ofRIK Contracts 14 18 18 

Other benefits provided by RFD to royalty recipients and the U.S. Treasury include: 

• 	 While heavily automated, manual intervention is needed in certain situations to match payables 
and receivables in order to meet disbursement deadlines - decreasing late disbursement 
interest to States and Indians, and costs to the wcpayer. 

• 	 The investment administration and accounting ofover$1 billion in escrowed Alaska/Federal 
boundary dispute revenues. 

sr Calculates and administers the Net Receipt Sharing Program which recovers a portion of che 
annual operating costs of the Federal leasing program from States (refer to Permanents section). 
Recovered costs are deposited to the General Fund. 
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RFD has been able tO downsize while still improving services to constituents through a continual effort t0 

streamline processes to make each activity more efficient and effective. 

• 	 Manually matching payables and receivables in certain situations to meet disbursement: 
deadlines. This decreases late disbursement interest to Staccs and Indians, thereby decreasing 
costs to the taxpayer. 

•Investing, administering and accounting for over$1 billion in escrowed Alaska/Federal boundary 
dispute revenue. 

li1' Administer the Net Receipt Sharing Program that recovers some annual operating costs of the 
Federal leasing program from States (refer to.Permanents section). RFD deposits recovered 
costs in the General Fund. 

&ports Brandi 

The Reports Branch (RB) royalty and production reporting functions include: 

• 	 Processing all incoming remittance and productlon reports and payments related to oil, gas, and 
gcothennal royalty and produetion on Federal and Indian leases; 

• 	 Correcting errors on aU royalty and .production reports received and issuing liquidated damage 
assessments for those errors; 

... Providing technical reponing and payment assistance and aaining to indusuy payors, operators 
and lessees ofrecord; and 

• 	 Coordinating production and royalcy·rclated matters with industry, State Govemments, Indian 
Tribes, ocher Federal Agencies, and ocher RMP offices. 

In support ofRMP's Suategic Plan for business improvements, RB's Tactical Plan includes: 

• 	 Maintaining overall current royalty and production reporting error levels and reducing any 
excessive royalty and productlon rcpotting errors: 

• 	 Increasing availability and use ofalternative royalty and production reporting methods (e.g. 
Electronic Data Interchange (EDI), magnetic~· diskette); 

li1' Continuing to improve accuracy and usefulness of production and well reference data; and. 
_. Streamlining production and royalty reporting by implementing acceptable recommendations of 

the Royalty Policy Committee; 

• 	 Improving compliance and accuracy ofreporting. 

In FY 1995, RFD's Document Processing actlvity received 101,000 royalty documents, 267,000 production 
documents, and 13,300 valuation documents. Document volumes are not anticipated to significandy change 
from present levels during FY 1996 and FY 1997. However, contractor processing support could diminish 
during both fiscal years ifsimplified reponing altematives under review such as EDI aansfer of information, 
tape, and floppy diskette are adopted by reporter companies. The installation ofnew document imaging 
technology in FY 1995 and FY 1996 fur.ther diminish contractor file management maintenance support in FY 
1997 due to electronic media conveision. 
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Industry Royalty Document Error Rates 
fiscal years 1991-1997 

1991 1992 1993 1994 1995 1996 Est. 1997Est. 

Error Rat~ Percentage 4.8 4.5 3.6 3.4 2.5 2.0 . 2.0 

The RB's Royalty Reporting and Payments activity is one of the primary contactS with payors, lessees, and 
purchasers who remit royalty repons and rental and royalty payments ·to the Auditing and Financial System 
(AFS). This activity corrects repotting errors (e.g. misreporting lease number, missing or invalid sales/month 
year, missing or invalid transaction code, ecc.) and provides technical reporting and paymentassistatlce co 
payors. ln FY 1995, this activity processed 3,335,395 royalty repon payment lines submitted by some 2, 100 
payors with a payor error rate of2.5 percent compared to 3.4 percent in FY 1994. Payorerror rates have 
drastically declined to the present level from 36.3 percent in FY 1983. This reduction is the result ofRB's 
concerted efforts co improve the timeliness and accuracy of the reporting and payment .process. Tow reponed 
royalty payment lines are expeeted to remain relatively unchanged during FY 1996 and FY 1997. 

The RB's Production Reporting activity is the primary contact with operators and high-level industry 
representatives who report to the Production Accounting and Auditing System (PMS). This activity collects, 
maintains, and distributes sales and production data related to oil and gas removed from Federal and Indian 
leases. In FY 1995, this activity processed over 5 million lines ofproduction data submitted by some 3,000 
operators with an-operator error rate ofless than 3 percent. Approximately 36 conuaccor staff provide operation 
and maintenance support for P AAS. This staff has been reduced by 11 from FY 1994 primarily due to the 
success of the operator reconciliation project. The reconciliarion ofoperators' reference data began in FY 1994. 
The effort reduced error rates from an average of4 perccm to less than 1 percent and the number of missing 
reports by 78 percent for targeted operators. The improvements will ensure accurate reporting by operators 
and confidence in the data used by Staces, Indian Tribes, and other Federal Agencies. 

·­

' 

Industry Production Document Error Rates 
: fiscal year 1991-1997 

. -

1991 1992 1993 1994 1995 1996 Est. 1997 Est. 

Error Rate ·Percentage 
-· 

4.9 4.5 4.0 3.8 2.8 2.5 2.5 

RMP makes training available to all reporters. In FY 1995, 333 participants representing 184 payor companies 
attel'lded the payor training sessions to update payors concerning royalty and payment requirements for oi}, 
gas, and geothermal resources. Also, in FY 1995, 285 participants representing 142 companies attended the 
operator training sessions to update operators concerning production reporting requirements. Training costs 
were reduced by 36 percent from FY 1994 and error rates continued to decline. The training seminars will be 
supplemented with uaining wgeted to individual companies that have high error rates. 

A concened error corrcccion and workload analysis effort will continue io encourage companies to improve 
reporting accuracy during FY 1996 and FY 1997. Those Royalty Policy Committee recommendations to 
streamline royalty and production reporting and reduce costs that can be easily implemented will be pursued. 

Valuation and Standards Division 

In general, royalty is based on the value of the commodity produced, the volume of production sold or 
otherwise disposed of, and the royalty rate1lpplicable to the lease. However, several factors add to the 
complexity in determining the value ofthe commodity sold, such as sales to afftliates. The Valuarion and 
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Standards Division (VSD) uses product specific infonnation provided by the lessee or operator and applies 
applicable laws and regulations, legal precedent, and/or Agency policy to prepare a decision document 
detailing the proper method to be followed in decermining royalty value. VSD also determines if a lessee 
meets the regulatory requirements to claim allowances (reductions in royalty payment$) for various types of 
transportation or processing costs. 

The VSD is responsible for: 

• Preparing produce valuation regulations and guidelines for internal and external constiruencs; 

• Interpreting and enforcing valuation regulations and guidelines; 

• Providing valuation outteach; 

• Approving ceiuin transportation and processing/washing royalty deductions; and 

• Providing technical support to government agencies and industry on valuation and related issues. 

The VSD anticipates workload increases from FY 1995 levels during FY 1996 and FY 1997 for the following 
reasons: 

... RMP's expanded majority pricing coverage will increase VSD's appeal workload and denials of 
transportation allowances based on FERC miffs. 

Other notable· activities also impacting VSD's FY 1996 workload include the following: 

) 

ln response to a rccommendalion from MMS's NPR Reinvention Laboratory, this committee has been tasked 
to simplify the valuation requirements for gas from Federal leases. Current valuation requirements are 
difficult for industry to comply with and equally troublesome for MMS to determine payor compliance : 
particularlywith the advent ofderegulation brought about by FERC Order 636. Also, the cuirent gas 
valuation regulations require lessees selling .production to affiliates to have knowledge of what other 
companies are selling similar gas for under arm's-length contracts. The difficulty is that lessees do not always 
have access to this information. Seeking m involve all afl'ccted plll:ties in the rulemaking process, the 
committee is comprised ofMMS, State, and indusay representatives. The committee issued its final report in 
March 1995. MMS published a proposed rule in November 1995. A final rule is expected in lace FY 1996. 
Thesubstantial changes of this rule will ncccssitaee reporting and systems software modifications during FY 
l 99?. VSD willbe required to provide substantial technical advice and assistance during this transition period. 

Indian Gas Valuation Study T«Jm 

Also in response to the NPR Laboratory's 1993 recommendation for simplified gas valuation. RMP formed an 
Indian Gas Valuation Study Team, which was subsequently charted as a negotiated rulemaking committee. 
The Committee has representatives from MMS, BIA, Indian Tribes, Indian allottee as_sociations, and Indian 
mineral development support organi7.ations and the Notice ofProposed Rulemaking isexpecced to be 
published by June 1996, with a target date ofJanuary 1997 for a final rule. 

Valuation Outrmm Ejforl3 
In support ofRMP's Strategic Plan, VSD's Tactical Plan calls for continuous improvement in the valuation 
guidance VSD provides to its internal and external customeJS and the communication of that guidance in an 
effective manner. While not eliminating enforcement actions, RMP's vision ofachieving voluntary 
compliance with royalty regulations through educational outreach sessions will continue to be supported by 

- - · 
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VSD in FY 1996. In FY 1994, VSO provided 20 aaining sessions to over 578 attendees in addition co 
participatinginAFS payor ouueach seminam. Trainees at these nationwide sessions included indumy, other 
agencies, foreign governments, and MMS employees. The VSD will continue its outreach efforts in FY 1996 
and 1997 .VSD's FY 1997 outreach materials will require modification to accomodate the changes made by the 
aforementioned negotiated rulemaking committees. 

MajorPortion Pricing Initiative 
Indian lease terms require payors to pay royalties on the higher of the price received or the highest price paid 
for ·the major por.tion of production from the field. The data necessary to detennine this major ponion price is 
often not obtainable by the payor. Therefore, the VSO collects the necessary infoimation, calculates the major 
portion price, and bills the payor for any additional royalties due, ifnecessary. R.ecently, VSD has significantly 
expanded its major ponion coverage which now i.ncludes Anadarko Arca Allottees, Southern Ute Tribe and 
Allottces, Btackfeet Tribe and Aloottces, Nothem Ute Tribe, Ute Mountain Tribe, and Shoshone and 
Arapaho Tribes. Additional royalty collections to date total approximately $1.9 million. 

Systems Management Division 

The Systems Management Division (SMD) provides all infonnation and data systems services for the Royalty 
"Management Program (RMP) and its constituencies (States, Tribes, BIA, BLM, and other agencies). Services 
include operations and maintenance of the RMP Mainframe Dace Cent.er, telecommurucation network 
suppon, training, elcetronic data interchange, elccttonic messaging, and contract suppoFt. SMD efforts support 
alt RMP functions. Without the fast, large computational systems in place taday RMP could not meet the 
disbursement schedules and comprehensive accounting and production requirements mandated by 
FOGRMA. RMP mission accomplishment is dependent on the systems and technical infrastructure SMD 
maintains. 

Royalty accountants, auditors, and production analysts completely rely on numerous application programs and 
resultant repons to correct errors, match payments ta rcporcs identifying recipient, and achieve compliance 
through numerous cross-check verification tests. · 

ln FY 1995, this work is performed by 49 SMD systems staff working in conjunction with a single contraccor 
firm AM.S/00 employing approximately 150 employees. The SMD staffs functions are focused on providing 
strategic direction for RMP's information systems and managing the many projects involved in achieving these 
strategic goals. These functions include: 

a- strategic and tactical planing, 

11r technology assessment and planning, 

11r security and contingency planning, 

Ar technical support to State and Tribal auditors, 

- LAN/WAN network administration, 

w . inuoduction ofnew cost effective technologies, 
• procurement and contraet management, 
•training, 
11r coordinadon ofsystems and standards with Federal, State, Tribal, and private industry entities, 

11r electronic data interchange, and 

11r management ofenterprise-wide electronic messaging and scheduling. 

11r management ofelectronic storage ofreports and_document images. 

The contracti:>r's role is primarily to operate the RMP mainframe data center, provide data entry suppon, 
develop and maintain RMP's application systems, and support RMP's telecommunications and hardware 
infrastructure. The disuibution ofduties are in line 'Wii:h current private industry practices ofout-sourcing 
operations functions while retaining planning, procurement, and security functiens. 
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OngoingSMD Worldoaik 

Operations &_Meintei:iance: 

llil" Operations and maincenancc ofRMP's mainframe computer center. Operations and 
maintenance tasks range from data enay to final repon distribution and all processes in between. 

• 	 Maintenance ofall RMP's applications. This involves the maintenance ofover 2.3 million lines 
ofmission critical program code, 1,000 computer programs, and 1,800 unique data files. 

llil" Maintenance ofRMP's databases.. SMD maintains over SO billion characters ofcurrent and 
historic database information on such areas as royalties, production, billing, distribution, 
exceptions, teases, and, payors. 

llil" 	Operations and maintenance ofRMP's wide area telecommunications network that connectS all 
of its offices and workstations. This network connects over 1,000 workstations within RMP and 
provides elecuonic messaging and scheduling, file sharing, mainframe access, and client/server 
acoess. 

Tnaining_end_'rechnical Support 

_. Infonnation systems aaining for RMP and constituencies including States, Tribes, and other 
federal agencies. In 1995 approlimatcly 1,060 students attended training sessions offered by 
SMD. 

·• 	 Technical suppon and training for Smte and Tribal constituencies. SMD provides onsite 
training and suppon to 23 Sta~ and Tribal audit sites. This includes network, mainframe, and 
elecuonic mail acoess to all RMP's state government and aibal clienc:s. Thousands ofelecuonic 
mail messages per month are exchanged with these impomntconstiruents each month. 

Oversight ~d Planning: 

• 	 Contract services. In FY 1995 the SMD managed over 60 conuaccs and maintenance 
agreements totaling approximately $!0 million. These conuactS and agreements range from a 
$7.6 million annual ADP operations and maintenance conttact with American Managemenc 
Systems Operation CoipOmtion to a small local monitor repair conuact. In addition, SMD 
handles all major systems procurement actions for RMP. 

• 	 Strategic and tactical planning for information and telecommunications services. 

Electronic C9mmunicm:i.ons: 

... Electronic mail to external constituencies. SMD provides two way elecaonic mail access to 
RMP's customers in private industry. Since implementation otRMP's X.400 mail gateway, over 
100 private industry clients have become active users. Besides private industry, the X.400 link 
has also been used to connect to other external agency clienES. 

Electronic Data Comm~rce 

11r SMD continues its lead position in the implementation ofElectronic Commerce (EC). During 
FY 1995, SMD began receiving royalty and .production reports using Electronic Data 
Interchange (EDI) technology from some ofits largest reporters, such as Chevron, Amoco, 
Texaco, Mobile, and Exxon. Additionally, an Elecuonic Mail process was developed for 
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electronic reporting by our smaller reporters 11nd by the end ofFY 95, three reporters were) submitting royalty and production reports via E-Mail and a number ofother reporters had 
expressed interest in this form ofreponing. 

• 	 Presentations on MMS EDI initiatives have been given to reporters to demonstrate MMS 
commirunent and interest in EDI and have resulted in substantlal interest by our reporters in 
this technologogy. SMD will continue to aggressively pursue additional .partners in EDI by 
individual contract and presentations and also by presentation at major petroleum industry 
activities. 

• 	 Pilot projects for improved _Elecuonic Fund Transfers and for electronic invoicing of reporters 
were also begun in FY 95. 

) 


) 
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) Mineral Revenue c ·ompliance 

Justification ofProgram and Performance 
Subactivity Funding Summary 

dollars in t/Jousonds 

1996 
Estimate 
to Date 

UncontroHable 
an.d Related 

Changes 
Programmatic 

Changes 

1997 
Budget 
Request 

Change 
from 
1996 

Val~atioa & 
Operations 

$ 
FfE 

34,326 
376 

0 
-2 

0 
0 

34,326 
374 

0 
-2 

Office of Indian Royalty Assistance 

The Off.ice ofIndian Royalty Assisrance (OIRA} is RMP's principal coordinacor on J.ndian issues and irs 
customer service office for Indian allottees. The OIRA mission includes: assisting Indian mineral owners by 
uouble-shooting individual problems and questions; conducting quick-cumaround, mini-audir:s on Indian 
leases; conducting ouueach, consultation, and customereducation seminars; and coordinating Indian issues 
llnd programs wichin MMS and with other DOI bureaus. OIRA operaces field offices in Oklahoma City, OK, 
and Farmington, NM, to provide accessible service to major allortee populations. Northern tribes and 
allottees, which are more geographically dispersed, arc serviecd by a third field office operated out ofRMP 
headquartelS in Lakewood, CO. 

·- · -­· ­

Indian Mineral Owner Constituent Data 
- -

Producine: leases 

· Allottce 2,633 

Tribal - 1 339 

·-· CustomeJS 
.. -· --· 

I·. Individual owners lallottees) (est.) 20,000 

Tribes 42 

Mineral revenue oavments to 

J.ndividual owners $17.7 million 

Tdbes $135.7million 

Through its field office structure, OIRA provides direct assistance to Indian mineral owners who have 
questions and concerns about their mineral revenue payments. Owners are invited to use the toll-free 
telephone lines or visit OIRA offices, ·or OIRA staffwill travel to the owner's home if desired. Questions and 
concems range from royalty payirtents to site security and even we questions. Although many questions fall 
outside MMS responsibility, OIRA makes every effort to provide an answer without referring the customer to 

) another office. This requires close coordination and effective working relationships with local BIA and BLM 
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offices. The Fannington office is co-located with BIA and BLM staff in an effort to provide more timely and 
effective responses co Indian cuuomers. 

Many of these owner inquiries generate OIRA lease reviews or "mini-audits" of the royalcy and production 
repons and payments. These reviews can usually be conducted relatively quickly to provide timely feedback 
to allottces and will identify the more obvious myalcy payment and reponing problems. More technicat 
problems such as realcy issues, well-site management, valuation, allowances, orother issues requiring access co 
source documents are rcfcm:d to BIA. BLM, or MMS's Indian audit team. 

The field office structure also enables OIRA staff to conduce ouucach meetings in other areas of :Indian 
country. These regularly scheduled meetings, involving BIA and BLM, arc designed to eductate and inform 
the Indian mineral owners about mineral activities on their lands. The agenda provides time for the owners to 
meet with DOI staff and raise any concerns they may have about those activides. The Indian Minerals 
Steering Committee endorsed this long te.nn cooperative approach and it is included as one of che goals of the 
Memorandum ofUnderstanding between the AS/Indian Affairs and AS/Land and Minerals. 

Overlaying irs cusromcrservice and outreach responsibilities, OIRA serves as MMS's principal coordinator and 
liaison for Indian issues, problems, and processes. OIRA coordinates within MMS and with BIA and BLM on 
operational and policy issues and on the fulfillment ofthe Sccrcwy's tnist responsibilky to Indian owners. An 
important current OlRA focus is to encourage the establishment ofregional interbureau networks t0 provide 
the best possible service t0 and communication with alloncc populations. 

OIRA Workload Measures 
FY1995 
Actual 

FY 1996 
Estimate 

FYl997 
Estimate 

Inauiries from individual owners (a!lottees) 751 800 800 
·--· 

Allottee meetinn 79 75 75 

Tribal111eetin£S 16 25 25 

The RMP's Office of Indian Royalty Assistance (ORIA) uses the field office approach to improve 
communications with Indian mineral ownen and to personallyanswer their questions about royalcy payments. 
This approach allows RMP to pursue more aggressively miningand education initiatives for Indian mineral 
owners and to lcam first hand about their intctcst and concerns. The OIRA also assists Indians mineral owners 
through its toll-free 1·800 telephone seJVice and written communications. 

·Office ofEnforcement 

The Office ofEnforcement (OE) encourages compliance with the requirements of mineral statutes, mineral 
leases, and regulations. We accomplish this by providing appropriate positive and negative incentives to 
lessees of Federal and Indian mineral resources. Much of che ground we ucad is new. We have instituted an 
aggressive program of using alternative dispute resolution (ADR) to resolve many old disputes. The OE also 
provides support for major litigation in Fede.ral coust cases when litigation occurs. 

Most OE workload ofopen issues arises from RMP company audits or from RMP detection of potential 
underpayment via automated processes. Many cases involve uncertaincy regarding the amount, ifnot the fact, 
ofunderpayment. Resolution of these disputes through ADR has been far more efficient than using 
administrative and judicial litigation because it saves the time and expense oflitigation. 
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NJtias ofNonmmpliana 

We have also become more aggressive in using Notices ofNonCompliancc (NONC!) and civil penalties. 
NONC's arc issued when sufficient evidence exists that a lessee has not complied with an order, lease term, 
regulation, or statute. NONC's arc authoriied, for oil and gas leases only, bysection 109 of iFOGRMA. 

The increased use of NONC's (13 issued in 1995) has encouraged increased voluntary compliance. Even the 
threat ofpenalties has .increased the care taken by certain lessees that had not always exercised proper 
diligence. We have worked with several lessees to increase dieir timely and correct payment and have 
changed their behavior. · 

AlternateDisputeResolution 
Alternate dispute resolution (ADR) uses joint RMP-induscry discussions to resolve appealed royalty issues 
with mineral leasing companies. We conduct A{)R with companies using a team composed ofrepresentatives 
including RMP Divisions,OE, other MMS and/or Solicitor officials and, ifonshore or tribal monies are 
involved, a represenr.ative ofaffected states or crlbes. We use both face-to-face direct negotiations and 
independent third party neutrals for mediation. We have resolved many of the outstanding issues involving · 
production prior to 1988 (when newvaluation regulations were issued) and expect to resolve a large portion of 
them by the end of FY 1996. 

MMS and RMP have become quite proficient at resolving these disputes. This process decreases the time 
and effort for both RMP and the lessees to pay die cor-rccc amount in a relatively timely fashion. ADR has 
resolved the amount ofmoney owed for past disputes, and have clarified the proper payment or valuation 
method for particular companies. This decreases the resources both the government and the companies must 
spendon accounting and auditing and may help avoid disputes in the future. In addition, we have worked out 
payment plans and other strategics for smaller oompanies to pay larger accrued debts. 

The numberofsettlements concluded increased from 39 in FY 1993 to 80 in FY 1995. These settlements 
resulted in the collection ofover $400 million over the last three years. We expect to continue co increase the 
number ofsettlements while mainr.aining large collections for the next several years. We will have resolved 
most of the old issues with the larger companies by the end ofFY 1996. ln FY 1:996 we expect to see a 
noticeable increase in settlements that resolve the royalty due on contract settlements received by producers 
from gas purchasers. 

litigation Support in Federal ~ 
The OE provides litigation suppoK to the Office of the Solicitor (OS) and to the ()cpartment ofJustice (DO}) 
in major litigation implicating MMS. These cases include issues such as underpayment of royalties, 
undervaluation of minerals, misreporting efproduced mineral volumes, and bankruptcies. The OE 
coordinates with dte OS and DOJ attorneys in protecting and defending MMS. We have been -:very successful 
at advancing the Government's interests in these cases by our active cooperation. 

OE will identify and produce follow-up bills for delinquent receivables and take appropriate collection steps 
on unpaid balances from payors, lessees, and lessee sureties. 

OE handles all billing actions to ensure payors comply with MMS regulations. These actions have increased 
dramatically since MMS was formed when almost no bills were issued co payors. These actions result in more 
revenue to our constituents as well as produce more up-front compliance as the companies learn what should 
be done to avoid these billing actions. Billing actions include: issueance of the invoice, debt collection 
activities, surety maintenance, and final collection. 
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Compliance Verification Division 

The Federal Oil and Gas Royalcy Management Act mandated chat "che Secretary shalf establish a 
comprehensive inspection, collection, and fiscal aml production accountingand auditing .syslef!t to provide the 
capability to accurately determine oil' and gas royalties". · 

The Compliance Verification Division (CVD) is responsible for meeting ~is mandate through a variety of 
automated and manual verification activities to detect an array ofpayer/reporter issues including among others, 
late payment ofrents and royalties, royalty rate errors, improper recoupments and adjustments, noncompliance 
with allowance reporting requirements and Section 10 ofche Outer Continental ShelfLands Act (OCSLA), 
and undeR'eponing ofvolumes subject to royalty. 

During FY 1995 , production compliance activicies resulted in collections of$20 million. From 1985 to 1995 a 
total of$164 million has been collected. Thebenefit-cost ratio for l995 was 15:1. 

In support ofRMP's Strategic Plan, CVD's Tactical Plan calls for ensuring that mineral revenues are paid 
timely and correctly, by cscablishing and maintaining automated and manual processes. Regulatory 

. enforcement actions are pursued as required to secure compliance. To improve internal/external customer 
communication and services, che Division provides expertise on technical-related exception problems and 
identifying potential audit prospecrs where an in depch review ofa company's operations is necessary. The 
Division also processes appeals and resolves issues with rental and royalty payors and production reporters. 
These responsibilities are carried out chrough tWo operating Branches. 

The Division also participates in various payor and operator ouucach programs. These outreach programs 
provide a service to indusuy to educate and update them on current and changing RMP policies and 
procedures. The programs provide a benefit to RMP by cleanng up questionable issues, resulting in better 
reponing and compliance. The Division participates in sessions on payor training. operator training, and 
allowances. During FY 1996 payor training efforts will include participating in conducting 14 sessions for 
royalty paying and production reponing companies. There arc plans to continue this program in FY 1997. 

Finanlial Onnplian.re BrtJfldi 

The Financial Compliance Branch (FCB) ensures companies comply with several aspects of royalty reponing 
and paying. A main aspect ofroyalty reporting is timeliness ofpayments. Through the AFS, FCB monitors 
the timeliness ofall paymentS, assessing inte~t for those that are late. The FCB identifies under and 
nonpayment oflease term requirements such as rents, minimum royalties, advance royalties, and bonuses; 
billing payors for deficiencies. · 

When payors over.pay on lndian leases, they are entitled to recoup those overpayments from future royalties. 
The FCB monitors payors' recoupment mmsactions to ensure they do not recoup more than they are entitled 
for any month or overall. Additionally, FCB monitors adjustments to previously reported royalty paymenrs to 
assure their validity; ensures chat royalties are paid at the proper royalty rate; and ensures that only authorized 
severance ta.Xes are deducted from royalty payments. The FCB processes Section 1:0 refund requests for 
offshore leases, determines chat refunds are in accordance with regulations, and bills for unauthorized Section 
10 transactions. Finally, che FCB monitors payor compliance with oil and gas transportation and processing 
allowance regulations. 

The Production Accountability Branch (PAB) ensures chat all volumes reported for royalty purposes match 
reported production. The Branch resolves differences (exceptions) that are identified during the automated 
comparison of oil and gas sales volumes reported by royalty payers to the AFS and the sales and transfer 
volumes reported to che Production Accounting and Auditing System (PAAS) by lease an~ agreement 
operators (AFS/P AAS Comparison). Resolution of these exceptions entails comprehensive analysis ofAFS and 

I 

) 
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Mineral Revenue Compliance 

PAAS reponing requircmencs, dacabase setup and extensive communication (both written and verbal) with 
operators and payors, as well as other RMP offices and other Government agencies. 

The number ofexceptions worked and additional royalties collected is dependent on the amount of resources 
applied. I< is estimated that resources in addition to those currently available for AFS/P AAS comparison work 
would achieve a benefit-cost ratio of 10:1. 

Recent initiatives include the resolution ofexceptions identified by the Offshore Minerals Managemeni:'s 
Liquid Verification System and injection balance exceptions, and the review and verification of reduced 
royalty rates applied for by onshoic Federaloil and gas lease operators under the Bureau ofLand Management 
(BLM) rule entitled "Promotion of' Development, Reduction ofRoyaky on Stripper Wells." During FY 1996, 
it is anticipated that the Automated Front-end Enhancement (AFEE) will be operational. The AFEE will 
result in a reduction of the manual AFS/PAAS exception identification effort, resulting in the processing of 
additional exceptions and increased correspondence followup with operators and payors. 

The appeals function is an administrative review ofMMS decisions whereby an appellant files an appeal 
challenging an order to pay or perform. The appeal process involves researching the issues raised and either 
resolving them or preparing the document for rendering a decision. To streamline the process, the authority co 
issue the final agency's decision has been delegated to RMP for cercain routine issues. 

Audit Divisions 

The Audit Divisions are ICSponsible for. 

• 	 the development, direction, and conduct ofa comprehensive compliance audit program for 
royalty management activities, and 

• 	 providing technical assistance to payors. 

These responsibilities include recommendingaudit and iclaced program policy as well as managing policy 
implementation. They arc carried out through four Compliance Divisions: Dallas and Houscon,TX; 
Lakewood, CO; and the State and Indian Compliance Division in Lakewood. 

Some accomplishments of the Audit Program arc: 

Royaky Compli
FY 1993-1995 

millions oftlollar.r 

ance Collections by Land Category 

Federal 
Onshore 

Federal 
Offshore Indian Total 

FY 1995 47 161 4 212 

FY 1994 104 158 5 267 

FY 1993 21 114 5.5 140.5 

Total 172 433 15.5 619.5 
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-

Historical Collections Since 1982 
millions ofdollars 

-
.. 

Additional Royalties, 
l!nterest Payments .., and Liquidated 

Damages Refund Denials Total 

1 125 140DAD - Comoliance 1.265 
'' ' 

178,.State & Indian Audit Program 3 181 

Tow 1,303 143 1,446 

The function ofaudit is to conduct audits by utilizing Federal resources and resources from States and Tribes 
participating in the cooperative and delegated audit program. This audit function is based on the Audit 
Strategy and is guided by the annually updated 5-Ycar Audit Work Plan. The current FY 1996 Audit Work 
Plan integrates analysis of royalty data for the FY 1991 - FY 1995 period, audit resources available, and areas 
and issues requiring audit. The FY 1997 plan will cover FY 1992 - FY 1996. 

Following completion ofthe Contemporaneous Audit Initiative in September 1992, the audit strategy was 
enhanced to include additional areas and issues requiring audit. These areas and issues were identified 
through past audits completed by the Royalty Compliance Division, by States and Tribes participating in the 
cooperative audit program, by the RMP Compliance Action Plan, by the Office of Inspector General and by 
the General Accounting Office. Contract Settlements audits have been included in the FY 1996 Audit 
Workplan as well as tho~c through 1998. 

Other audit rclared activities include rcfcnals from MMS and other agencies, litigation/appcals/FOIA, and 
various special projects. 

The audit function is grouped into the following main worldoad cacegorics: 

) 


Ongoing Workloads 
Number 

- ­ -

FY 1995 FY1996 FY 1997 
Comoanv Audits Actual Estimate Estimate 

Residency Audits Complete the FY 
1990-1992 audits by 
September, 1995. 

Begin audits for the 
1993-95 period at all 
11 residencies. 

Continue with the 
:audits of the 1993-95 
period at all 
residencies 

Major Payors and Other 
Comoany Audits 

Initiate 34 new 
audits. 

Initiate 36 new 
audits. 

Initiate 27 new audits · 

Residency audits arc full-time continuous audits at the largest companies, whereas major company audits arc 
stilt large but do not require full-time MMS presence. 

Companies designated as "other payors" are companies whose total royalty payments do not tocal enough co 
qualify .for major payor status. Typically States and Tribes wiU select those companies who pay higher 
royalties ro that Seate orTEibe. States and Tribes will continue to conduct these types ofaudits, and RMP will 
assist as resources pcanit. 
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The 5-YearAudit Work Plan will provide audit coverage ofover 80 percent of royalties paid. ·While major ) payor company audits provide coverage for the largest share of royalties, RMP seeks co ensure that all payors 
are subject to audit through a random selection process. 

Ongoing Workloads 
Number 

FY1995 FY 1:996 FY 1997 
Actual Estimate Estimate 

Random Company Audits Continue worlt on 4 Continue work on Concinue work on 
audits-in-process. • au dies-in-process. audits-in-process. 

Will initiate new Will initiate new 
audits as resources audits as resources 
complete prior complete prior 
workload.• workload. 

•1s new audits and completed 6. 
Random co1111Janies a" sdetrzJat rrJtttfp_m from IA# 11n~e oi~ (adutlinunaiflf""""a"). 

Dmlrod SettUments Audits 
This audit area is of utmost imponance due to the potential limitation ofthe 6-year billing stacus. the potential 
revenue involved, and the continuing attention by many oveJSight and consdcuent groups. 

) 
Oagoing Workloads 

Number 

FY 1995 
Actual 

Initiated 418 
contract settlement 
audits and 
comoleted 565 

Contract Settlements 

FY 1996 
Estimate 

Start 355 conaact 
settlement audits. 

FY 1997 
Estimate 

Start 350 contract 
settlement audits. 

In FY 1994 and FY 1995 RMP's audit program received a total of$4.l60 million and ZS FTE. The Seate and 
Indian Compliance Division received $1.0 million and the remaining funds were dedicated to the 5-Year 
ContractSettlement initiative. 

Over 2,530 contract settlements totalling almosc $14 billion have been assigned to the audit divisions. Total 
additional' royalties were estimated at $ZSZ million. Through FY 1995, $129 million had been collected. 
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Ongoing Workloads 
Number 

-.. 

FY 1995 FY ?996 FY 1997 
Actual Estimate Escimate 

Other Lease, Unit, Gas Plant, Continue work on Continue work on 'Continue work on 
and Referral AuditS 203 188 audits in audits in progress. 

audits-in-process• progress. Initiate ·Initiate new audits 
new audits as ~as resources permit. 
resources o_ennic. ·-·-­

• Initiated 111 and comnletcd 1_26. 

OtherAudits arc non~mpany based audits. They provide enhanced royalty coverage, increased utilization of 
resources, and streamlining audit .procedures. The advantages and efficiencies of combining multiple 
companies into a single comprehensive issue-based audit are also realized. These other audits include: 

_. offshore transportation systems, 

• 	 onshore and offshore gas processing plants, 

tr audits ofmajor properties (units and leases), 

• 	 possible major production fields and speciali7.ed coverage for Indian reservations, and 

• 	 referrals from RMP systems exceptions, non-scheduled company audits, refund requescs, 

adminisaative issues, and special projects. 


Stateand Indian AuditAdivities 
States and Indian Tribes participating in FOGRMA Sections 20Z/Z05 audit program conduct audic activities in 
accordance with the RMP Audit Procedures Manual and other audit regulations and policy. They have 
responsibility for all phases ofaudit excluding issuances ofenforcement documencs and appeal administration. 

Ongoing Workloads 
Number 

State & Indian Audit FYl995 FY1996 FY1997 
Ae:reements EstimateActual Estimate 

Section 205 Dele!!ated Audits 10 10 10 

Section 202 Cooperative Audits 7 7 7 

Unfunded Oil & Gas Audit 1 1 1 
Ai!Teements 

Participants in the Program - California, Colorado, Louisiana, Montana, New Mexico, North Dakota. 
Oklahoma, Texas, Utah, and Wyoming have 100 percent funded delegated audit agreements under the 
provisions ofSection 205 ofFOGRMA. 

J 
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The Navajo Nation, Ute, Ute Mounrain Ute, Shoshone/Arapaho, Blackfeet Nacion, and the Southern Ute 
Tribes have 100 percent funded cooperative audit agreements under the provisions ofSection 202 of 
FOGRMA. As of November l, 1994, the Jicarilla Apache Tribe joined the cooperative audit agreement 
program at 100 percent funding. 

The Chippawa Cree, Rocky Bays Tribe has a memorandum of understanding (unfunded agreement) to train 
and develop Indian auditors. The RMP anticipates that the Tribe could be ready for a funded agreement in 
FY 1997. 

The Ute Distribution Cor.poration (UDO) has submitted an application for a Section 262 cooperative 
agreement. We are awaiting a decision from the Solicitor's Office on whether UDC, not being an Indian 
Tribe, qualifies for a Sectlon 202 cooperative agreement. 

'l'he RMP has an Incergovemmentat Personnel Act (IP A) agreement in place (with Oklahoma) and a second 
(Navajo)) to be implemented in FY 1996. The IPA agreements bring State and/or Indian auditors into MMS 
as employees for a term ofno longer than 2 years. During their IPA assignment, the participants learn MMS 
processes and procedures, become familiar with MMS systems, and sharpen their auditing skills through 
intensive on the job training. 

The RM·Phas also initlated projects to improve State and Tribal access to our automated systems. These 
projects include purchases ofcomputers and telecommunications equipment, installing the appropriated 
equipment at each location and ttaining the end users. 

Improving the Program - The RMP has initiated a number ofactivities to improve the effectiveness and 
efficiency of the State and Indian Program. A goal ofredirecting RMP resources co more productive audit and 
service activities will be cooperatively assessed at least quarterly by RMP and the State and Tribal Royalty 
Audi[ Commiuec (STRAC) officer group. All parties have approved steps that are designed co delegate more 

) 	 responsibility and accountability co STRAC participants, requiring far less oversight by MMS's audit 
organi:zacion. In addition, che RMP is placing special emphasis on working with Indian Tribe$ to increase their 
expertise, staff, and expand the number ofaudits within their boundaries. We believe this effort will improve 
and suengthen our commiunent to the Tribes. 
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Program Services Office 

Program Services Office 

Justification of Program and Performance 

Subactivity Funding S11mmary 


do/Ian in tAous(Jnds 

1996 
Estimate 
to Date 

Uncon~trolfable 

and Related 
Changes 

Programmatic 
Changes 

1997 
Budget 
Reques 

Change 
from 
1996 

Program 
Servic.es Office 

$ 
FTE 

2,742 
26 

0 
0 

0 
0 

2,742 
26 

0 
0 

RMP's Program Services Off.ice performs .a wide variety offunctions. These functions have been centralized 
over time within PSO to help RMP gain the benefits and convenience of single-point management and 
concrol, single-point contacts for RMP and external customers, efficiencies ofa cenuafrzcd operation, and 
improved staff expertise. These functions include: 

1r Budget formulation, justification, execution, and reporting. 

• 	 Staffing and full-time equivalency reports and control. 

11r Responses to inquiries from Congression.al and Administration officials and non-Federal 

constituents. 


Er Appropriation and Authorizing Committee hearings supporc. 

1r Special projects for program issues such as legislation, policy, CFO Act reporting, and GPRA.
• 

• 	 Program statistics to meet the requirements ofFOGRMA sections 302 and 602 and to meet the 
requcnt and continuing needs ofour Federal, State:, :Indian, and industry constituents. 

• 	 Certain RMP-wide training activities. 

• 	 Streamlining and organization.al planning. 

• 	 Administrative functions such as coordination and management offacilities, security, printing, 
and supplies. 

The Program Services Office is achieving cost reductions by evaluating areas for streamlining and potential 
cost reduction and by examining the potential benefits ofmoving activities from PSO co mission-delivery 
offices and divisions. We are accomplishing this through review and action for three types ofcosts: 

11r Staffing: In FY 1995, one PSO position was vacated through a buyout (under the 
Department's V9luntary Separation Incentive Payments program) and RMP moved another 
position from PSO to an office engaged in direct delivery ofmission. This move was 
accomplished because the duties ofthe position more closely tied to the responsibilities of the 
receiving office. As part of its overall continual review of or.ganization.al structure and work 
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Program Services Office 

disuibution. RMP will continue to evaluate PSO responsibilities to determine ifadditional 
positions could be moved to beccer serve the program. 

w 	Ongoing Costs: Certain ongoing costs were identified for transfer to offices engaged in 
direct delivery ofmission to better coordinate resources and program responsibility. For 
inswice, funds foanerly allocated to PSO for printing Federal Register notices and .procedural 
handbooks and guidelines ( for mineral royalty and production reponing) was transferred co the 
office that coordinates the production and printing of these items. Other costs will be 
considered for aansfer ifitwill be.ttcr meet resource conuol and program needs ofRMP. 

• Streamlining Operations: PSO is continually evaluating its work activities, staffing 
level, and procedures for reduction, transfer, or elimination. In the recent past, we have reduced 
PSO by 3 employees (including the cwo in FY 1995), even though PSO absorbed six employees 
and their functions from elsewhere. 

In addition, PSO: 

• 	 Sueamlined its annual program and statistical reporting from two publications co one, 

• 	 Reduced another statistical report from monthly publication to quanerly, 

• 	 Actively implemented the use of the Government charge card for small procurement actions, and 

• Staned the use ofautomated processing for luger procurements and .personnel actions. 

RMP will continue irs review ofPSO processes co seek additional possibilities for streamlined operations. 
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Interest on Late Disbursements 

Justification of Program and Performance 
Subactivity Funding Summary 

dollars in thousands 
- -

1996 
Estimate 
to Date 

Uncontrollable 
a·nd Related 

Changes 
Programmatic 

Changes 

1997 
Budget 
Request 

Change 
from 
1996 

- - ­

$ 
_FTE 

-­
-­

-­
-­

-­
-­

-­
-­

-­
-­

The FOGRMA changed the disuibution ofpay~ents to the States for their share of mineral leasing revenues 
from a semi-annual to a monthly schedule. For States, payments must be made by the last business day of the 
month in which receipts arc warranted by the United States Treasury, In addition, FOGRMA provides that 
deposirs efany royalty funds from oil or gas productien on lndian lands will be made to the "appropriate 
Indian account" at the earliest practicable date, but in no case later than the lase business day of the month in 
which such funds arc received. Sections DI (b) and (d) of the Act provide that interest computed at a rate 
applicable under Section 66Z1 of the Internal Revenue Code of1954 is owed if the payment schedules listed 
above are not met. 

However; receipts cannot be disbursed to State accounts until a proper determination can be made of the lease 
source ofall incoming royalties. For example, a payer error which prevents a royalty accounting line from 
processing through the system may rcsulc in an MMS interest liability. Thus, in this instance, MMS has the 
revenue collected, but cannot detennine to wham the revenue belongs untit the error is coR'ccted. 

In conuast to money due the States, Indian lease revenues arc deposited in the Treasury the same day they 
are received and transferred to the Burcau ofIndian Affairs (BIA) as soon as practicable (normally within 2 
working days). Therefore, no interest is accrued on Indian lease revenues. 

MMS has undertaken several initiatives co reduce errors and keep interest owed on late disbursements to a 
minimum. These effoJU have resulted in late disbursements interest payments being reduced from $1.16 
million in FY 1985 to $85,896 in FY 1995. We arc pleased with our success in making timely disbu.rsemencs 
and expect co sec the amount oflate disbursement interest payments remain low in the furure. 

However, we already anticipate that the FY 1996 payment will be higher than FY 1995. Due to the recent 
shutdown and furlough ofFederal employees, we could not distribute the December 1995 payments until 
January 8,.1996. This delay resulced in approximately $80,000 in late disbursement interest penalties. 

The need for such payments is doubly difficult. First, they reflect the fact that our constituencs have not 
received their due payments in a timely fashion and, as a result; they have had to take other actions to correct 
an unanticipated cash flow problem. Second, these payments muse be funded from our operating 
appropriation which reduces our ability to carry out mission requirements. HowevC?r, because it is so difficult 
to project the level oflatc disbursement interest payments required for a given year, we continue tO propose co 
reprogram such funds from other RMP activities on an as-needed basis. 
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Refunds on BehalfofAlloti:ees 

) Refunds on Behalf of Allottees 

Justification of Program and Performance 
Subactivity Funding Summary 

dollars in J/Jousands 

1996 

Estimate 

to Date 


15 
FTE 

$Compliance 

Uncontrollable 
and Related 

Changes 
Programmatic 


Changes 


1997 
Budget 
Reques 

15 

Change 
from 
1996 

MMS proposes to continue to pay refunds to companies on behalfof Indian allottees when recoupmenc of 
company ove1payments from future royalties is not feasible. In these cases, allottees are unable to refund 
ove1payments to the companies because production is too low to generate sufficient royalties or there is no 
production (in cases where the payment was made to an incorrect lease). 

The need for these refunds •arises from past policy that required a payer who appealed a bill to pay the bit~ 
pending the outcome ofthe appeal. Additionally, the policy required MMS to disuibute BIA's ,portion ofan 
appealed bill to BIA regional offices as soon as possible so they could subsequently disburse the revenues to 
the individual Indian royalty ownets. In cases where the payer's appeal· was upheld and the allottec was not 
able to repay the company, rccoupmenc was made against future royalty payments. To mitigate these 
sicuations, the BIA changed its policy in FY 1987 and the MMS implemented new procedures. These new 
procedures allow the companies tO post bonds for the disputed amounts and to have MMS suspend the 
payment. Only after the appeal is settled would MMS distribuce BIA's portion. However, the need 
occasionally arises for settlements and refunds on pre-1987 bills. 

In FY 1996, RMP requests autharicy to use appropriated funds to pay under.paid allottees and to make 
adjustmencs co BIA accoun~ for prior unrecoverable eironeous paymentS. Since 1983, minor errors have 
occurred in the distribution process that have caused net negative amounts to be held or suspended from 
distribution. Specifically, 

Er' Seven instances have occurred where RMP reports advised BIA to incorrectly distribute money 
which was not received, and 

..,. Two instances occurred where RMP reports advised BIA to disuibute money to the incorrect 
allottees. 

The requested authority will allow RMP to correct these minor errots, as well as make currently authorized 
refunds to payors on behalfofallonees. 

) 
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General Administration 

General Administration 

Justification of Program and Performance 
Analysis by Subactivity 

do/Ian in thousands 

1996 Uncontrollable · 1997 
Estimate and Related Programmatic , Bud1get 
to Date Chaages ChaDges ' ~equest 

,Change 
from ! 

1996 

: 

$ 
Fl'E . 

Executive 
I Direction 

' -

$Policy& 
FTEManagement 

lmorovement 

Administrative . $ 
Ooerations : FTE : 

$ 
Support 
General 

FTE 
Services 

$Total 
. FTE 

. ·-· ­) 

°' 03,416 
42 0 I 0 

-

o. (} ' 3;812 

47 
 (:)0' 

011,065 0 
..2 : 0192 

14,476 0 O' 
& ~0 

32,769: o: 0 
281_' 0-Z 

Mission 

3,416 G 
42 0 

-· 

3,812 0 
47 . 0 . 

11,065 0:
190; -2 

14,476 .a 
6' E>. 

32,7691 0 
281 ..z 

· ­

The General Administration activity provides support for the program responsibilities ofMMS and is divided 
into four subactivities: Executive Direction, Policy and Management Improvement, Administrative 
Operations, and General Support Services. 

The Executive Direction subactivity is comprised operationally of the Office of the Director, the Office of 
Communications and Govemmcncal Affairs, the Office ofEqual Employment Oppo.r:tunicy, and the Office of 
i:he Deputy Associate Direct0r for Budget and Finance. These functions provide for overall program 
leadership and direction, budget formulation and execution, and management coordination of all the 
responsibilities ofMMS. 

Poli(,}' and Management [mjwovemenJ 

The Policy and Management Improvement (PMI) subacclvicy performs policy review and development; 
adjudicates appeals; c::onduc::cs and coordinates reviews andaudits ofMMS programs; manages the regulatory 
development process; and develops and organizes the Bureau's strategic planning, management improvement 
and reinvention efforts. 
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) 
The Minerals Management Service provides administrative suppon to its mission programs under the 

Administrative Operations subaccivity. Organi2:ationally, this support is provided by the Associate Direccor for 
Adminisaation and Budget, as follows: 

Iii' All financial management activities, conduc~d under the direction ofa Deputy Associate 

Director for Budget and Finance; and · 


• 	 A broad range ofadminisuacive services, provided under che direction ofa Deputy Associate 

Director for Administration. These services include records, space, and facilities management; 

the safety and health program; personnel, document, and physical security; management 

analysis functions; human resources management; procurement, property, office services, and 

printing activicies; and information resources m.anagemenL 


General Support Seroices 
The General Suppon Services subactivity includes funding for suppon services and fixed cosu, such as rent, 
Federal Telecommunications System (FTS), postage, and commercial comrnunica~ons for MMS nationwide. 
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Executive Direction 

Justification ofProgram and Performance 

Aoolysis by Subactivity 


Joi/an in lhowontis 

1996 
Estimate 
to Date 

Uncoatrollable 
and Related 

Changes 
Programmatic 

Changes 

1997 
Budget 
Request 

Change 
from 
1996 

Executive $ 
Direction FTE 

3,416 
42 

0 
0 

0 
0 

3,416 
42 

a 
0 

Program Description 

The Executive Direction subactlvity is comprised operationally of the 
Office of the Director, the Office ofCommunications and Governmental Objective 
Affairs, the Office ofEqual Employment Opponunity, and the Office of ./ To provide executive
the Deputy Associate Director for Budget and Finance. leadership, policy 

direction, and program · 
The Office of the Director, which includes the Director, me Deputy 

management for all 
Directorand their immediate staff, is responsible for providing general programs and mission
policy guidance and management of the organization. responsibilities. 

The Office ofCommunications and Government Affairs (OCGA} is 
resp()nsibile for the board communications scracegy and ouucach to all 
MMS customers and stakeholders. OCGA manages the coordination and implementation ofan effective, 
efficient, and inclusive outteach program to all audiences including government, the industry, related trade 
associations, the environmental community,lndianTribes and Allottees, and the general public. The goal is to 
ensure a coordinated and consistent message and effective exchange ofinfoanation with all customers and 
stakeholders. This has been accomplished by reorganizing and incegrating the former Offices of Congressional 
and Legislative Affairs, External Affairs, and Public Affairs to achieve streamlining goals and co enhance 
supervisory ratios. 

The OCGA serves 1lS the primary point ofcontact with Congress, the press and news media, external 
constituencies and the general public, providing information and assistance in response to inquiries. The 
Office serves as the primary liaison for all MMS congressional and legislative matters with Congress, state and 
local governments, and the Deparanent on activities and legislative proposals that affect MMS. This activity 
includes evaluation oflegislative proposals; communications regarding programs and policies and statement of 
positions on matteB under consideration by the Congress; preparation and coordination ofcestimony for MMS 
witnesses; and coordination ofarrangements for MMS' involvement in congressional meetings and committee 
hearings. In addition, the Office serves as primary point ofcontact and bridge-builder with ourextemaf 
constituencies, by facilitating dialogue and esrablishing ongoing, two-way communication with constituencies 
to ensure informed participation from alt scalc.eholdeis in the decision-making process. The office serves as the 
focal point MMS print and news media infomtation and education. OCGA provides advice to the Director and 
other officials on policy and procedures for disseminating information. 

The Office ofEqual Employment Opportunity develops, directs, monitors, and operates the Equal 
Employment Opporrunity (EEO) Program in compliance with the Civil Rights Act of 1964, the Equal 
Employment Opponunity Actof 1972, Executive Order 11478, departmental directives, and other related 
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scatutcs and orders. Specifically, these duties include the discrimination complaint system, caunseling and 
mediation, development and implementation ofequal employment opportunity and affirmative action plans, 
and programs for minority higher education and partnerships. 

The EEO program is responsible for special initiative programs which are underway co involve more women, 
minorities, and people with disabilities in the program areas and throughout all levels ofmanagement and in 
the Cooperative Education program, upward mobility program, and the management development programs 
of the MMS. The EEO program manages and monitoIS the equity of employee development opponunities 
including career development programs (e.g., Management Development Program, Women's Executive 
Leadership Program), cross training, rotational assignments, and mentoring accivicies. Emphasis is placed on 
training manageJS and supervisors in employee development and human resources planning, and providing the 
required 8-hour EEO related training. 

To address work-place disput~s in a cost effective and timely manner, the EEO program will maintain a cadre 
of trained mediators. The EEO Office also provides expcmse and leadership for other civil rights matters and 
technical assistance .co supervisors and managers. 

The Office of the Deputy Associate Director for Budget and Finance (DAD/B&F) is responsible for the 
planning and effective utilization of budgetary and financial system resources in suppon of the varied 
operatingand support programs. The DAD/B&F seJVes as the focal point for the implementation of the 
provisions ofthe CFO Act including liaison responsibilities for the annual audit of the combined financial 
statements contained in the Annual Financial Report. 

w 	The Budget Division provides analysis, budget guidance, and recommendations regarding 
budgetand program formulation and justification; assures proper funding and staffing allocation 
and budget execution in accordance with the law, congressional, departmental, and bureau 
program direccives, goals, and objectives; develops, prepares, and maintains budget data; and 
provides analysis offinancial and other resource use reports. The Division is also responsible for 
assisting in the presentation and explanation of budget submissions to the Depamnem:, the 
Office ofManagement and Budget (OMB), and the Congress. 

w 	 The Financial Management Division (FMD) is responsible for the adrninistracive accounting 
operations ofthe Bureau. The FMD operates the administrative accounting system, audits and 
schedules bills for paymenu1 collects debts, manages imprest fund activities, develops financial 
data, prepares financial reports, provides advice and assistance on financial matters, and 
maintains liaison with Depanmental offices and ocher Govemment agencies. The Financial 
Management Division is funded under the Adminisaative Operations subactivity (A complete 
discussion of the Financial Management Division can be found on page 156). 
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Justification of Program and Performance 

Analysis by Subactivity 


dollars in tAousantis 

1996 
Estimate 
to Date 

Uncontrollable 
and Related 

Changes 
Programmatic 

Changes 

1997 
Bttdget 
Request 

Change 
from 
1996 

Policy& 
Management 
Imorovement 

$ 
ITE 

3,812 
47 

0 
0 

0 
0 

3,812 
47 

0 
0 

Mission 

The Office ofPolicy and Management Improvement (PMI) provides the Direcror, the Deparanent, and other 

sources a single pointofcontact within the Service for a broad range ofaccivicies that either cut-across · 

organizational lines or fall outside of the responsibilities ofMMS' two major program operations (i.e., the 

Royalty ManagementProgram and the Offshore 

Minerals Management Program). 


Objectives) PMI provides the Direetorwith an independent 
review and assessment capability to ensure die proper ~ promptly identify emerging issues and 
application ofsound policy and management decisions provide a focal poinc for policy 
within MMS. It fosters performance improvement, development, review, and application1strategic planning, sueamlining, customer service, thereby ensuring comprehensiveness and 
regulatory reduction and reinvention effons. PMI consistency within the Bureau;
initiates pilot and laboratory projects for the Director. 

~ enable the Bureau co improve itsIt assures implementation ofthe recommendations 
effectiveness and efficiency throughderived from intemal reviews and the Inspector 
strategic planning, performance 

General and GAO auditS. PMI adjudicates 
improvement and measurement,

administrative appeals; conducts intemal reviews; 
streamlining, intemal evaluations, and

coordinates audits by the Office ofthe lnspeetor 
response to external suggestions;

General and GAO; and manages MMS• compliance 
~ provide timely and appropriate resolutions • with the Departmental regulatory process. 

of administrative appeals and disputes; and 

~ ensure that MMS safeguards its assets, is 


efficient, and accomplishes its objectives 

PMI is organiicd to cover a wide range of 
 through analysis ofmanagement conuol 

responsibilities with a minimum ofstaff. The 
 reviews and other special studies. 

Associate Director ofPMI is charged with evaluating 

MMS• existingand proposed policies and programs 

through economic and programmatic analyses. This is 

accomplished through the work of the either Washington or Dnver staffs. Both staffs also perform a variety of 

assignments that include coordination ofMMS's regulatory program, management conuol reviews, pilot 

projeccs, National Performance Review initiatives, reengineering endeavors, and coordination ofoversight 

audits by other organizations Administrative Appeals, from orders primarily issued by the Royalty 
 ·' 
Management Program, are adjudicated byPMl's Appeals Division. The Policy Coordination Staffsupports 

the Associate Director's effora to provide the Directorate with suong, cross-cutting analyses of Bureau-wide 
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issues and to be the focal point for initiating and managing the Bureau's National Performance Review and 
Reengineering Government endeavors. A description of.these basic organizational responsibilities follows: 

Policy Reviews and Program Analyses 

PMI is responsible for the review and analysis ofa broad range of royalty and offshore ll\atters in MMS. Staff 
provide policy analysis and apply expenise to special studies in support of proposed and existing activities. 
Special studies sometime involve major analytical efforts, usually long-term in nature, to examine technical 
issues relevant to the program, analyie policy implications, and provide recommendations to the Direccor. 
These efforts may encompass both program specific subjects and developments elsewhere that may have an 
impact on the programs. For example, staff are cuaentlystudying alternative approaches to natural gas 
product valuation and deepwater incentives. PMI sraff also provide technical assistance to the programs by 
leading or participating on Bureau task forces or by directly supplementing staf.f of the office responsible for 
specific projects. 

PMI is responsible for ensuring chat pro grammatic plans and policies are consistentwith and integrated into 
the overall Bureau mission and responsibilities, as well as the Department and Administration policy 
framework. To accomplish this, PMI assists the Royalty Management and the Offshore Minerals 
Management Programs in developing, implementing, and· then evaluating program initiatives, including the 
development and review of regulations. 

In addition, PMI organizes and coordinates most of the Bureau's crosscutting issues and activities, such as: 

.r oadvising the Office ofCommunications and Government AffaiIS and the Roy.alty Management 
and Offshore Minerals Management Programs in the development and evaluation oflegislative 
proposals; 

• 	 oassisting the BudgetDivision in the review and analysis ofproposed programmatic initiatives; 

• 	 oserving as the focal point within the Bureau for other Federal agencies, the privacc sector, and 

other groups on general energy and economic issues; and 


• 	 operforming the Bureau's audit liaison work with the Departmentwhich inch1des the response 

and follow-up on OIG and GAO audits. 


App~~s 

Any party adversely affected by a final order or decision issued by an officer ofMMS has a right under federal 
regulation at 30 CFR Part Z90 (199Z) to appeal to the MMS Director; or, if Indian land is involved, the appeal 
is filed with the Deputy CommissionerofIndian Affairs. The decisions on these appeals are prepared by 
PMl's Appeals Division. About 99% of the appeals filed are challenges to orders issued by MMS' Royalty • 
Management Program (RMP). PMJ's staff·is insulated from the RMP so tliey can render an independent 
review of the issue under appeal. The staffis largely professional, trained in legal research, and their work load 
is dedicated almost solely to reviewing appeal information and writing decisions. Technical expertise and 
coordination in support ofMMS settlement activities ofroyalty appeals and litigation with oil companies is 
provided by other personnel in PMI. 

Management Controls and Pe~onntmc;:e Improvement 

PMI is responsible for preparing and managing the MMS Director's Management Control Plan (MOP). The 
Management Conuol Review (MCR) process is meant to identify and correct any waste, fraud, or abuse in 
bureau programs and to determine that adequate controls arc in place to provide reasonable assurance that 
government resources are protected. The FederalManagers Financial Integrity Act (FMFIA) requires an 
annual evaluation of the financial and program conuols. PMI staff either lead or participate in individual 
management control reviews. · 
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PMI is responsible for avcrseeing the Bureau-wide improvement under.takings by supponing the MMS 
Quality Council's planning and leadership effo~; coordinating training; previding internal consultlng services; 
and implementing Bureau-wide improvement initiatives after approval by the Director or by the Quality ,. 
Council. In FY's 1995 and 1996, the staffwill continue to focus on techniques and methodologies that achieve 
pedormance measurements. The staffwill' also provide technical assistance when possible in the form of 
uaining and consulting engagements for those MMS affices that are pursuing performance improvement 
initiatives. The staff serve as the clearinghouse for disseminating improvement information, resources, and 
expertise throughout MMS and in cooperative departmental and government initiatives. 

PMI manages the MMS regulatory program and serves as liaison tO the Depar.tment's Office of Regulacory 
Affairs. In this capacity, it plays a major role in the Bureau's efforts to coordinate MMS .policy and implement 
the requirementS of: 

• 	 Executive Orders (12866 and 12861) which are directed towards the reduction and improvement 
of federal regulations; 

• 	 Executive order 12988 which promotes methods ofalternate dispute resolution, a more effective 
administrative appeal process, and improved regularory drafting procedures; and 

• 	 The Negotiated Rulemaking Act (Neg-Reg Act) PL 101-648. 

By fostering the Director's initiatives in regulatory and conflict resolution reform, PMI will be very active in 
MMS' conflict resolution program where a spectrum ofalternative dispute techniques are being used to 
resolve disagreements without litigation or administrative adjudication and ro cry co prevent conflicts from 
occurring by collaborative decision making. ) 
PMI ls also responsible for managing the Bureau's strategic planning process and for providing a transition 
from executive level policy decisions to functional implementation. In addition to assisting in the 
development of2- and 5-year strategic plans for MMS programs, PMI staffanalyre and research the merits of 
proposed operational modifications necessary to implement new or revised program objectives and policies and 
pilot those concepts. Program offices have a primary responsibility to continue operations on current 
requirements. PMI assists those offices in making a transition to new or increased responsibilities through 
analysis of the impacts ofproposed changes, research ofpotential automated techniques, and investigation of 
workload efficiencies. Office staffwill provide liaison and leadership in the performance of tasks associated 
with Government Performance Results Act requirements and 1lSsist in the development and implementation 
ofMMS' portion of the Department's Strategic Plan. 

1996 and 1997 Ongoing WOrldoads 
ln FY 1997, PMI anticipates being involved in numerous issues directed towaJds reinventing and 
reengineering Depanmental and Bureau programs and/or processes. Considerable time and effort will also be 
devoted to improving the efficiency, effectiveness, and overall performance of the Bureau and the Federal 
Government. PMI has a major role in initiatives staned during the 1994 fiscal year involving the Government 
Performance and Results Act of1993 requirements, setting customer service standards, improving 
communications, reducing1egulations, streamlining the administrative appeals process, and improving the 
royalty compliance and collection process. Considerable review and analyses work will be required to evaluate 
existing .procedures and implement the changes. 

The number ofappeals processed by PMI has declined somewhat as MMS delagated to RMP the 
responsibility to process routine appeals. The number ofcomplex appeals processed by PMI actually has 
grown. The following describes PMl's major ongoing workload functions (in Fiscal Years). 
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Ongoing Workload 

'Policv Reviews & Program Analvses 

1995 
Actual 

133 

1996 
Estimate 

140 

1997 
Estimate 

147 
Manae:emenc Imorovement Efforts · 60 63 66 

.Aooeals Resolved 437 375 380 

· M~e:ement Control Reviews 12 16 14 

Policy Reviews 

PMI staff provide technical assistance to the programs by leading or pai:ticipating on Bureau task forces or by 
directly supplementing staff of.the office responsible for specific projects. Same examples of projects that 
PMI staff are involved in include: the review of the MMS administrative appeals process, methods ofvaluing 
gas production, the level of bonding requirements, and the determination of lease owner/payor liability. 

PMI reviews legislation, regulations, and other documenrs for their policy oontent and provides analysis of 
proposals from outside MMS that affect Bureau programs. PMI also reviews internally generated regulations 
and documents to ensure adherence co Bureau, Departmental, and Administration policy. In addition to 
reviewing specific documents, such as legislation, Congressional COR"espondence. and agreements, this 
component includes the preparation ofissue summaries or briefings for senior management. PMI coordinates 
the effoi:ts ofdifferent parts ofMMS in developing Bureau policy on specific issues. PMI plays both a 
substantive role in these efforts and coordinates input from the program offices in penooning this msk. It also 
works closely with other bureaus such as BLM and BIA. During FY 1996 and into FY 1997, PMI will be 
coordinating the development of.policy options and analyses on such items as: 

• Implementing Deepwater legislation; 

• Royalty settlement procedures; 

• The sale ofgas from federal· leases directly to the open market; 

•Valuation ofgas on Federal and Indian lands; 

Er Use ofFERC tariffs in royalty obligations; and 

..,. Reaching final resolution on a variety oflongstanding issues raised in Administrative Appeals to 
the Direcmr. 

Program ~alyses 

PMI sEaffconduct, lead, orassist in a variety ofprogram analyses ofmany of the controversial. complex issues 
facing MMS. PMI staff develop or assist in developing new programs or regulations, especially when program 
responsibility is fragmented or unclear. For example, PMI staff developed an automated document search and 
retrieval system for MMS Director's appeals decisions. This system now permics more thorough research, with 
significant reductions in time and effort, than was previously available and is readily available to all MMS 
employees. PMI staff also worked with the Royalty program and the Solicimr's office to clarify and document 
credit adjustment rules and procedures and determine appropriate actions concerning FERC tariffs. PMI also 
conduca major analytlcaleffor.ts, usually long-term in nature, to examine technical issues relevant to the 
program, analyze policy implications, md provide recommendations to the Director. These efforts may 
encompass both program specific subjects and developments elsewhere that may have an impact on the 
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programs. Some examples ofcurrent projects examining MMS processes: 

• 	 Examining ways to funher improve MMS's information management priorities; 

.. Analysis ofMMS's royalty collection cost and benchmarking against other indices; 

• 	 Comparison ofMMS' standard lease acquisition and operating terms co alternative methods; and 

,_.. Analysis offeasibility of increased automated auditing. 

Man24ementlmerov~ment ~fiorts 

PMI will be leading MMS' organi7.ational improvement efforts into the current fiscal year. Several long term 
projects have been underway from the previous fiscal years but others will be starting implementation in FY 
1997. 

PMI had overall management responsibility for the Compliance Action Plan (CAP), which was a three year 
effort to implement the recommendations of the joint ASLM/MMS Task Force on Royalty Compliance. The 
CAP has implemented a range ofimprovemem:s targeted at encouraging volum:ary compliance by companies 
through clarification ofpolicies and requirements and more aggressive enforcement; has integrated audit with 
other compliance activities; and expanded automated systems use in the royalty verification process. 

•PMI develops and administcJS a program of2-year planning reviews of5-year Strategic Plans for MMS 
functions and closely coordinates chese with other ongoing suategic planning processes such as the MMS 
StrategicPlan on Information Management prepared by the Office ofAdministration. Through this process, 
5-year strategic plans arc evaluated at the end of the second year of implementation to refine steps planned for 
subsequent years and ro extend the improvement process through additional steps for an extra two yeaJS. In 

) 	 addition, PMI oversees the planning processes. and assists programs with the development ofannual 
performance plans and the submission of performance repons. 

PMI also develops and facilitateS major improvement initiatives for the Bureau, providing the Director with 
opcions for decisions on key issues. le prepares detailed implementation plans, coordinating these with other 
MMS entities. PMI implements and manages pilot operations to effeet the transition ofmajor MMS initiatives 
from current to future issues, monitoring resulting resource utilization issues, legislative revisions, as well as 
functional and organiiational1 realignments. In this regard PMI is currently leading and/or participating in 
several National Performance Review laboratories, which include: · 

• 	 Directing MMS current and future effons to develop tnd implement a Plan to improve 
Customer Service; 

• 	 Directing the Bureau's efforts ro reduce and improve internal and external regulations; 

• 	 Employing the use of"Plain English" regulation writing when regulations are necessary (PMI 
introduced the plain English ~tyle to the Depamnentand Bureau); 

• 	 Operating and evaluating the results of the gas marketing pilot which tests new concepts for 
collecting the government's royalty share of federal resources; and 

• 	 Developing a common reference data base to improve the accuracy and efficiency ofobtaining 
lease and royalty payor data. 

In FY 1997, PMI will continue to lead MMS' implemenmtion of the requirements of the Government 
Performance and Resul~ Act of 1993 (GPRA). In particular, PMI will assist in the performance planning and 
measurement phases ofMMS' GPRA pilot project and the Bureau-wide_ScracegicPlan. 
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Aepee.ls 
The resolution ofcases generally results in the collecdon ofadditional revenues for the Smtes, Tribes, 
individual Indian allottees and the Federal govemment. The appeals process has been rescruccured, in that 
routine decisions are being prepared by the RMP. This allows the Appeals Division staff to focus their effons 
on complex cases. Because the tocal workload of the Appeals Division will consist ofcomplex cases, the 
number ofcases resolved for the fiscal year may be slightly lower. PMI, however, has taken several 
administrative steps to speed up processing ofappeals. These include: 

• lowel'ing the signarure level for many appeals decisions, 

• implementing an improved appeals tracking system, and 

•• imposing stricter timeframes on inr.emal and external parties involved in the appeals process. 

PMI is also pursuing several pilot programs to expedite the processing time ofappeals. One pilot involves the 
use ofAltemative Dispute Resolution techniques earlier in the appeals process. Another involves reformatting 
the decisionmaking process to speed the issuance ofshorter, more timely decisions. And the third is focused 
on reducing the time and expense involved in the preparation ofan appellant's administrative record. Finally, 
PMI will look at establishing time limits to process appeals. All of these efforts are directed toward providing 
better service for our customers (private industry). 

M~agementCoptrol Reviews 
In coordination widi the programs and the Management Conuol Council, PMI annually updates the Director's 
management conuol plan. Each year, as the Management Conuol reviews are completed, PMI manages the 
.scheduling, performing, and reporting of the reviews and the results and subsequently tracks the 
implcmencation of the review recommendations. ) 
PMI will lead, assist, or monitor, each team in performing each management conaol review. Participation will 
include ensuring that each review is planned, conducted, documented, and reponcd in accordance with MMS 
and deparanental procedures and in compliance with the Federal Manager's Financial Integrity Acr.. PMI also 
monitors systems controls, including die fiscal integrity ofroyaltyt offshore, and management accounting 
systems, as well as the environmental and fiscal integrity of the offshore leasing and inspection systems. 
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Total 

Administrative Operations 

Justification of Program and Performance 

An.alysis by Subactivity 


dollars in IAousands 

UacontroHable1996 1997 ChangeJ 
I Estimate and Related Programmatic Budget· from 

to Date Cha ages Changes Request 1996 
I 

401 0 0$ 4G1. 0 
0 0FTE 5 5 0 

00 11,035 : 1,035$ 0 
o: 0 21 0FTE:1 21 
o: oi1,196 1,196 0$ 

Fl'E 24 0 0 24 0 

-

1,178 . 0 0 1,178$ 6 
261 0ITE 026· 0 

2,113 0 0 2,113 0$ 
ITE · 31 31 00 0 

I 
I 

---- . 

0 1,612·l,612 0 0$ 
0FTE 22 0 22 0 

. - - . -- ­

3,530$ 3,530 0 0 0 
FTE -2;i 63 0: 61 -2 

I 

U,06511,065 0 0 0$ 
-2 Q 190 -2FTE 1'92 

Objective 
.t To provide continuing 

administrative direction and 
coordination to support chc 

1996 and 1997 Ongoing Workloads 

TheAdministrative Operations subactivity consists of the following Outer Continental Shelf 
functions: Adminisuative Direction and Coordination, Financial Lands and Royalty
Management, Management Services and Security, Personnel Management programs of 
Management, Procurement and Property Management, and theMMS. 
Information Resources Management. These functions are directed 
and carried out at headquarters and nationwide through two Field 
Administrative Service C.cntcrs (ASC's). 
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The following is a description of the major functions/program elemencs; workload. 

Administrative Diredion and OJonlinatian 

This function provides for oveisight ofall administrative activities of the MMS, including all of the functions. 
Liaison is maintained with Deparunenral offices in order to cf.feet a coordinated and unified adminisuative 
program consistent with the mission and goals of the Department. The two Deputy Associate Direccors 
provide direct financial management guidance and administrarive support to managers. 

This oveisight ensures compliance with laws relating to administrative activities; provides for the review, 
interpretation, and implementation ofFederal executive branch adminisuarive policies and procedures; and 
develops appropriate organi7.ational guidance to ensure compliance with Department, Office ofManagement 
and Budget, General Services Administration, and other executive branch adminisuative policies and 
regulations. It also provides the scructure for managing the Bureau's financial resources consistent with the 
Chief Financial Officers Act of 1990. 

Mission 

• 	 The Financial Management Division (FMD) is responsible for the administrative accounting 
operations of the Bureau. · 

• 	 The FMD operates the administrative accounting system, audits and schedules bills for 
payment; collects debts, manages imprest fund· acriviries, develops financial data, prepares 
financial reports, provides advice and assistance on fmancial ma~rs, and maintains liaison with 
Dcparunental offices and other Government agencies. 

• 	 The FMD has the lead responsibility under the ChiefFinancial Officers Act of 1990 to prepare 
a combined Annual Financial Report for the Bureau. In addition; the FMD serves as the focal 
point for the implementation of the provisions of the CFO Act including liaison responsibilities 
for the annual audit ofthe combined financial statements contained in the Annual Financial 
Repo«. 

Accounts Payable Processing. The estimated workload for FY 1997 in the accouncs payable function 
includes the recording of 10,000 obligations. the auditing and paying of 13,000 invoices (about 60% by EFT); 
the auditing and processing of 8,500 travel documentS, and the processing of2,000 miscellaneous financial 
documents. This projection is consistent wilh planned streamlining initiatives proposed by the MMS 
SueamliningPlan. The expansion of the use ofpurchase cards for purchases under $2,500 is expected to 
reduce the number ofobligations and invoice pay~ents processed by FMD. 

Financial Reports Processing. MMS produces 427 Financial reports monthly, quancrly and annually 
for distribution internally to MMS managers and to external agencies as required by regulation or law. The 
CFO Act requires an annual combined financial report to be submitted to the Office ofManagement and 
Budget each March 1st following the close of the fiscal year. 

Financial Policy and Procedures Development. Develop and issue policies and procedures on 
such matters as temporary duty and permanent change ofstatlon travel, use of the American Express 
government card, closing instructions at fiscal year end~ and accounting for prior year funding. 

Review Policy Documents. Review and implement~gulations and procedures issued by agencies 
having regulacory oversight ofgovernment financial activities including the Department of the Treasury, 
Office ofManagement and Budget, General Accounting Office, General Services Administration, and the 
Federal Accounting Standards Advisory Board. 

) 
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Mis~ion 

a- The ManagementServices and Security Division (MSSD), reporting to the Deputy Associate . 
Director for Administratio0t is responsible for all management analysis activities, support 
seJViccs, incentive awards poJicy and coordination, safety and security operations ofthe Bureau 
and for budget planning and formulation and allocation ofpeisonnel and funding for. the Office 
ofAdministration and the Associate Director for Administration and Budget. 

• 	 Management analysis functions include management studies and reviews, organizadonal1 design 
and review, delegations ofauthority, and related activities, and special projects such as 
sttesmlining and NPR and GPRA initiatives. 

• 	 Suppon services functions include facilities (31 buildings in 18 cities) and space management, 
mail, courier, and records management activities (such as directives, Infonnacion Collection, 
Freedom oflnfonnation Act and PrivacyAct), and Safety and Health Management Program. 

• 	 The security program encompasses all activities relating to personnel security, physical security, 
and document security Bureau-wide. 

Management Reviews, Studies, Projects and Organizational Proposals. Management 
analysis activities will be perfonned at an enhanced level in such areas as management reviews, special 
projects, and studies, and organizational studies. The need for significant organizational analysis is anticipated 
to continue in FY 1997 to accomplish FTE reductions, sueamline and flatten organizations, and achieve higher 

) 	 employee to supervisor ratios. Further, related activiti~s such as updating delegations ofauthority, will 
continue to be a high priority. 

Space Utilization Studies and Space Layout and Reconfiguration. In FY 1997, as staff 
realignments and reductions continue in the MMS, the Division will continue to conduct MMS-wide space 
utilization studies and layouts. These studies should result in more efficient utilization ofspace and increase 
energy conservation. 

Office Relocations. Planning and implementing in-house moves will be at a continued level due to 
implementation ofExecutive Order streamlining activities, and continued restructuring ofMMS programs. 

Records Management Activities. Records and information management activities will remain 
constant. However, sttaamlining initiatives will continue with emphasis on re-engineering records 
management practices to enhance the MMS systematic approach to infonnation dissemination and use and 
elimination of directives and MMS fonns. 

Other Management Services and Security Functions. Security investigations will continue to 
be reviewed, initiated, and adjudicated and arc expected co remain at constant levels. Safety evaluations will 
continue as will accident investigations with levels expected to remain constant. 

Mission 

• 	 The Peisonnel Division is responsible for developing and implementing bureau-wide poticies, 
procedures, guidelines, and standard~ related to general personnel management; recruitment 
and employment; position management and classification; compensation; employee 
development and career transition assistance; personnel program evaluation; labor/management 
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relations; employee relations and services; and perfonnancc management; the Federal Equal 
Opponunity Recruitment Program (FEORP); public policy programs; and conflict ofinterest 
and ethics . 

.., The Personnel Division administers the Interior Department's reemployment priority list of 
displaced DOI personnel. • 

• 	 The Personnel Division provides assistance and guidance on personnel matters to all levels of 
management in developing and administering personnel programs as well as personnel program 
direction to field personnel offices located in Lakewood, Colorado, and Jefferson, Louisiana. 

w 	 Liaison is required with the Office ofPersonnel Management, the Depanment of the Interior, 
the Office oflnspector General, the Office ofHearings and Appeals, the Merit Systems 
Protection Board, and the Federal Labor Relations Authority on personnel management and 
related issues. 

mr Provides personnel services to ,the Office of.the Secretary on a reimbursable basis through lU\ 

lnteragency franchise agreement. 

Er The Personnel Division also has .ctirect responsibility related to the implementation ofseveral 
mandated Interior Department electronic systems 

,.. The Federal Payroll and Personnel System. including automated' Request fo Personnel 
Actions (SF-SZ's}; 

.. Pro Class, the automated classification program which will create posidon descriptions to 
be used initiallyby personnel specialists and .ultimately by managers; 

,.. The Automated Records Training System; and 

,.. Employee Express, an elccttonic system designed to allow employees to effect personal 
record changes such as we withholding, address changes, and direcc deposit. 

Employee Relations Cases Processed/Guidance Given. The high level ofemployee relations 
cases will continue as a result of the downsiiing and anticipated actions effected because of reduced FTE and 
budget within the MMS. During downsizing and oi:gani7.ational realignments, more employees request 
information on their rights, on retirement issues, etc. 

Mis~ion 

• 	 The Procurement and Property Management Division (PPMD)is responsible for awarding and 
administering conuacts, small purchases, cooperative agreements and interagency agreements 
essential for fulfilling the mission ofthe MMS. 

mr PPMO conducts acquisition management and internal contra) rev~ews of procurement activities, 
serves as coordinator for the MMS purchase card program and provides policy guidance and 
advice to procurement and program personnel. 

w 	The property management program maintains accountability records ofall conttolled property in 
the possession and control ofcustodial property officers and conuactors within the MMS; 
manages the Bureau Vehicle Fleet, which currendy has no vehicles to be retrofitted to 
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alternative fuel use; manages the Bureau museum propeny including an Arts and Artifacts 
program; manages a printing and publication activity; and issues policy guidance on propeny, 
vehicles, supplies, museum propeny, and printing, duplicating and copying. 

1r PPMD manages the Business and Economic Development Program to maximiu: opportunities 
for small, small disadvanmged, women owned businesses, as well as Historically 'Bfack Colleges 
and Universities, as both prime and subcontractors. 

Overall Acquisition Program Through Headquarters' and Administrative Service Centers' effons, 
a total' of$59.8 million was obligated in support of the MMS acquisition program in FY 1995. While a great 
deal of uncertainty is being experienced in FY 1996, it is expected that the acquisition program will continue 
at this level with a similar amount to be obligated in FY 1997. The Environmental Studies Program continues 
to require a significant number ofstudies and co opera rive relationships with affected states for a total of$17.8 
million in FY 1995. Contract activity for the Offshore Technical Information Management System and the 
Technology Assessment and Research Program arc a significant par:t of the acquisition program within PPMD. 
In addition to the acquisition ofinformation technology equipmentand seJVices to directly suppon the 
missians ofMMS, PPMD has provided the resources to acquire Depanmcntwide requiremencs for netwark 
servers, laptop computers, and software licensing agreements with Novell and Microsoft and continues to 
administer these contraas. 

Implementation ofthe Federal Acquisition Streamling Act Requirements: 
Under the provisions ofdiis Act: (1) During late FY 1995, we expanded our .purchase card program from less 
than 20 cardholders to 125. This allaws program personnel to purchase the majority of their requirements of 
less than$2,500, (2) Beginning in FY 1996, PPMD will be using oral proposals, and (3) Acquiring seJViecs 
which arc performance based and emphasizing past performance as an evaluation factor will be tools which "'.ill 
maximize our ability. co achieve the best value in our procuremencs. 

) 
Interior Department Electronic Acquisition System <IDEAS): PPMD has 
implemented the electronic acquisicion system at MMS Headquarters and in the Western and Southern 
Adminisaative SeJVicc Centers and is continuing to implement the system in other field locations. Full 
bureauwide implementationwill occur in FY 1997. IDEAS will continue to require software enhancements in 
order to improve efficiencies. 

Property Management Information System (PMIS): PPMD is develaping and in FY 1997 
will be implementing a newly redesigned system which will facilitate personal property, component cracking, 
repair1llld mainte!Unce, motorvehicles, museum property, and software. This system will have an automated 
interface with IDEAS and ABACIS. Currently, this system is scheduled co be implemented by the three 
ABACIS bureaus (MMS, OSM & OS) and will becomeavailable for all bureaus within DOI. 

Interface Between IDEAS, ABACIS and the PMIS: PPMD is actively involved in the 
design ofan interface that wHl allow data exchange between IDEAS, ABACIS, and the PMJS. In or:der to 
assure that this interface will fulfill qur unique requirements, MMS will oontinue to be the testing Bureau for 
IDEAS since it uses the ABACIS financial systemand has the PMIS which will be the system to be used by 
various Bureaus within the Depanment. 

Information ResDurces Mmagement 

Mission 

• 	 The Information Resources Management (IRM) Division has responsibility for providing 
directlotl and coordination direction for bureau-wide IRM activities in subject matter areas such 
as IRM/ITstrategic planning, administration, compucer security, Federal lnformacion 
Processing (FIP) resource acquisition management, voice and data telecommunicacion, 
FTS2000 services, Local/Wide Area Neiworks (LAN/WAN) operation and maintenance, IRM 
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policy and· procedures development, and reviewing policy documents from the Depanment 
and/or other Bureaus. 

• 	 The IRM Division will provide administrative and technical suppor.t co the MMS IRM Review 
Councit in the planning for and oversight of the MMS information infrasuucture. The IRM 
Division will participate in implementing and executing the Departmental IRM StrategicPlan 
to increase productivity, improve the management and delivery of information services and 
increase customer effectiveness in the use ofnew and innovative technologies. 

• 	 The IRM Division will issue the annual update to the MMS IRM Saatcgic Plan for 
Information Management, providing the Department consolidated budgetary and planning 
information on the Bureau IRM activities and future initiatives. The Division will participate in 
bureau-wide efforts identified in the Strategic Plan such as the developmentof information 
technology perfonnance measurements, cyclical reviews ofcurrent systems; telecommunications 
activities; electronic data inten:hange and electronic commerce, and establishment of 
Bureauwide software standards and development of policy or guidance on crosscutting IT 
initiatives. 

• 	 The IRM division is direcdy responsible for developing and maintaining the Bureau 
adminisuative infonnation systems and providing support for the Office ofAdministration 
computer installation and LANs maintained at twO geographic sites. Ongoing application 
maintenance effotts and reenginccring ofadministrative systems will provide improved 
responsiveness and flexibility within the Office ofAdministration and the· Bureau as a whole. 

Bureauwide Planning and Coordination Activities: The MMS Strategic Plan for 
Information Management provides a statement of the IRM goals, scrategies, objectives, and performance 
measures as approved by the MMS top level IRM Review Council. The Plan esrablishes long term goals and 
provides for overall guidance for infonnation resources management to achieve cost effective use of 
information technology investments ro support Burcau programs for the next5 years. OtherBurcauwide 
planning activicies include the development of the Burcauwide ADP Security Plan, participation in 
Depamnental and Bureauwide IRM projecrs, work groups. rcengineering efforts, and performing management 
control and security reviews. 

Telecommunications :Activities: The MMS video conference facility in Lakewood, co, 
enhanced in FY 1996 to suppon the YfS 2000 switched video compressed teleconferencing service (SCVl'S), 
will continue to be used as a cost-effective alternative method· ofholding meetings. Use of the SCVl'S Service 
will provide greater flexibility and connectivity between video conferencing systems and continue co offer the 
accompanying benefits ofincreasing productivity and reducing uave} in the Bureau. Since PC-based video 
conferencing systems will be installed at selected MMS locations this year, additional opportunities for 
elecuonic conferencing will be available in FY 1997. Other telecommunications activities include supporting 
the Burcauwide cc:Mail for eleetronic mail between all MMS users and between other DOI Bureaus; 
providing administrative and technical support for the Department oflnterior Network (OOINET); 
suppoiting INTERNET activities; ped'onning studies of Bureau and/or Departmental telecommunications 
projeccs; coor~inating a project co replace the telephone switch for the GOMR, and processing telephone 
orders in the Washington Metropolitan area and providing telephone coardination ofFTS2000 services. 

Develop/Enhance/Maintenance Administrative Applications: The IRM Division is 
in the process ofimplementing a number ofnew administrative systems Bureauwide including the Automated 
Records Training System (ARTS) and ProClass, a position classification program. As the first DOI user of the 
Reduction-in-F oroe software, RADS, the Division is developing a class to present to users Dcpai:tmencwide. 
Other administrative systems scheduled for implementation include an automated Time and Attendance 
system and upgraded versions ofDepanmencwide applications, such as FPPS. 

\ 
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Wide Area/Local Area Network Management: The Atrium Building's wi'ring system and 
associated infrastructure will be monitored and evaluated to address performance problems that are being 
encountered with increasing traffic volume and bandwidth intensive applications. As more users require 
greater throughput in the LAN environment, the need fot connectivity of computer resources at MMS and 
Depanmenral locations has become a top priority. With increased reliance on DOINET and the lntemet, 
resources will continue to be devoted to operations, network managemenr/administration, and user assistance 
in the FY 1996/97 time frame.· 

FIP Resource Acquisition Activities: Based upon analysis of the provision for requirements of 
the newly enacted Federal Acquisition Streamlining Act and the Information Technology Management 
Review Act of 1996, the IRM Division will continue to provide guidance to the program areas including the 
measurement ofresults of information technology investments. Following on me heels ofseveral successful 
Departmentwide IT acquisitions that the MMS managed for the Department, the IRM Division will again be 
involved with new procurement actions in FY 1997. fo this time frame, IRM will assist the Office of the 
Secretary (OIRM) with a Depamnentwide contract for software that wiU encrypt files transferred from 
site-to-sice via the DOINET. 

Mission 

_. Direct administrative suppon is provided to program managers through two Field 
Adminisuadve Service Centers (ASC's}. These offices provide services to all field activities of 
the MMS, except for those offices in the Washington, D.C., area which receive support directly 
from the Office ofAdministration in Herndon, Virginia. 

) _. The Office ofthe Deputy Associate Director for Administracion and the ASC's are structured to 
assist manageis in matters related to personnel, space and property management, procurement 
and conrraccing, safety and security, infonnation resources management and suppor:c services 
activities. 

_. The Southem Administmtive Service Center (SASC), located in New Orleans, Louisiana, 
provides direct administrative support, direction, and coordination to programs in the Gulf of 
Mexico OCS Region (GOMR), the Offshore Systems Center (OSC) and a resident Royalty 
Management Office. In addition, full support is provided to five outlying Districc/Subdisuict 
GOMR Offices. 

B' The Western Administracive Service Center (WASC), located in Denver, Colorado, suppons the 
Royalty Management Program (RMP) and its field (:ntitics, the Office of Policy and 
Management Improvement, the Offshore Program's Mapping and Survey Scaffand, the Alaska 
and Pacific OCS Regions. 

Major thrusi:s ofFY 1996 involving the continued implementation of the NPR initiatives, space activities, and 
support of the TIMS project will continue to significantly impact the Southern Administrative Service Center 
(SASC) in FY 1997. Major actions anticipated include: 

• 	Space Acquisitions/Relocations Finalization ofspace changes in the New 
Orleans Office will continue in FY 1997. This initiative was stan:ed in mid-1994. Major efforts 
will include developing space layouts, utilization srudies, construction coordination and the 
ultimate relocation ofemployees/furnit\irc. These efforts will be completed for the Leasing and 

Environment, Field Operations, Production and Development, and Southern Administrative 
Service Center (SASC) Offices. 
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In addition, there will be an effort to renew die leases on off.ice space for the Lake Jackson and 
Lafayette District Offices and the Lake Charles Sub-district Office. This initiative will require 
utili7.ation studies, space layours, and ultimately the possible relocation ofthese offices. The 
telephone switch will be replaced during the move of the Lake Jackson office with the ultimate 
objective ofreplacing all the switches at outlying district offices. 

• Staffing/Classification Actions The SASC will continue to dedicate considerable 
staff time working on recruianent accions in FY 1997. Due to the downsizing and/or elimination 
ofseveral Departmental entities, the GulfOfMexico Region (GOMR) is attempting co fill 
vacancies with employees on the Reemployment Priority List (RPL). Delegations t0 
supervison arc being implemented with training for new responsibilities in these areas 
continuing well inco FY 1997. The NPR initiative to reduce supervisory ratios will require 
classification reviews, position management activities, and staffing assistance. ProClass, the 
automated position description software and ARTS, the new training package will be 
.implementedin FY 1997. Reorganization ofother offices within the serviced area will also 
impact the SASC staffing program. 

• 	Labor Relations Efforts will continue as a part ofa C:onsulting role between GOMR 
management and Union representatives to implement changes required as a result of the NPR 

initiatives. 

• Accountable Property Inventories Invcntoring accountable property is 
anticipated tO remain at a high level for several years. This is driven by the continuing ADP 
equipment needs of the TIMS project and the increase in personnel in the GOMR office. 

Western AdminiSb,ttive Sc;rvi~~ Center· 

•Personnel (Stafjingl(JassijiaJtionmltl EmployeeRelalions) The WASCwill 
continue to transition personnel management responsibilities to supervisors by implementation 
ofstreamlined perfonnance appraisal and awards programs; assisting in the elimination of 
supervisory positions, including GS/GM-14/15s, co flatten program areas and to increase· the 
supervisory ratio; serving as human resources advisor in the implementation ofself-directed 
teams in the progmnareas; implementing an automated position classification system and 
increased delegation ofauthority to supervisors; usistingwith and processing all personnel 
actions associated with streamlining and .rcorganimtions; continuing the personnel processing 
and records maintenance contract; and franchising personnel benefits services to the 
Government Printing Office and other services to Denver area Federal agencies. 
Implementation oforganizational changes wilt increase the numberofthird-party cases 
(grievances, appeals, and EEO oomplaints), reqqiring additional personnel advisory scIViccs and 
technical representation by W ASC staff. 

.. Space Acquisitions and Office Relocations The specific space activities 
include consolidation ofall MMS Denverarea space requirements to the Denver Federal 
Center. This is a multi-year project and will involve extending some leases until the GSA 
Master Plan is implemented; design and layout of 110,000 square feet ofoffice and special 
purpose space; contractor-occupied space; and computer center operations. Other activities 
include acquisition ofnew office space, redesign and relocation ofoffices as streamlining and 
reorganizations occur; i.e. some audit field offices (Albuquerque and Farmington) and RMP 
Headquartcn. 

• 	Contracts Awarded/Administered RMP's continuing efforts to improve their 
operations rely heavily upon acquiring additional conuact0r support and the acquisition of 
additional ADP rcsouroes. The RMP is continuing its migration from a Legacy system to a 
LAN/WAN based' system to facilitate access to databases by a large-diversified group ofusers. 
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Significant procuremenucsourccs will be required to support RMP in these areas. This will 
also increase the administration of the major Accounting Support Services contract for RMP. 
Support of the 202/205 cooperative agreement program will continue with addicional funds 
being made available co the existing States and Tribes. Other activities include integrating the 
DOI's automated acquisition system (IDEAS) with an automated Property Management System 
and the financial management system. 

•ADP Increased emphasis will be placed on ADP as new systems arc put in place throughout 
DOI. ProClass, the automated position description software, is scheduled to be implemented 
wim AMPM software as th_e medium between the local PC and the BOR mainframe. ARTS, 
the new training package, wiU be implemented, as will other new initiatives such as an 
automated travel program. IDEAS is still in the implementation process, with enhancements 
occurring simultaneously, which will require a significant amount of personnel resources and 
time to support. ADP hardware will nec:d co be upgraded/replaced at a rate higher than the 
standard replacement cycle (25% per year) to make up for under funded needs in recent years._ 

.• 

) 
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General Support Services 

General Support Services 

Justification ofProgram and Performance 

Analysis by Subactivity . 


do/Ion ;n t/Joustinds 

1996 
Estimate 
to Date 

U ncoritroMable 
and Related 

Changes 
Programmatic 

Changes 

1997 
Budget 
Request 

Change 
from 
1996 

General Support $ 
Services FrE 

14,476 
0 

0 
0 

0 
0 

14,476 
0 

0 
0 

Program Description 

The General Support Services subacti.vicy includes funding for 
fixed costs and related suppoI't services for all of the MMS. Fixed 
costs include expenses for rental ofoffice space, Federal Objectives 
Telecommunications System (ITS) service, and postage, etc. 

./ Provide adequate and safe workRent, which is estimated at $10.9 million in FY 1996 is the 
space and facilities that willpayment for all Federal buildingspace mntal and associated 
contribute to the productivicy and expenses for the nonnal 40 hour, 5-day woFkweek. 
efficiency of the employees of the) 
MMS in achieving goals andThe FI'S cost of$0.7 million is based on data developed by the 
objectives.Depamnent. Commercial communication expenses of$0.6 million 

./ Provide appropriate services toinclude operations and maintenance and local and long distance 
support the operating programs.telephone and telecommunications expenses for headquarters 


offices located in the Washingwn, D.C. area. 


A summary of the expenses for General Support Services is shown below: 

- - ... - -·- -··· -· -- dollars in thousands 

g;lQ 21_5;·---- .. - Rent 

Unemolovment Com""'nsation : 11 
·­·­

Mail Service 1 413 

C<>mmercial Communications/Federal Tele_communication Svs_tcm1 1198 

De~mn~~t ofdte Interior Workinv Canital fund. Pri~t1nu& Miscellaneous Charl"es'I 7.78 
-

--· Reimbursable Services: 381 
-· 

---· Emolovees' C<>moensation Fund 
-

737 
··­

·- .. Miscellaneous Cost:I 43 

-· 
Tptw $14.4761 

-
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Oil Spill Research 

Oil Spill Research 

Justification of Program and Performance 

Analysis by Subactivity 


do/Ian in tllousands 

1996 
Estimate 
to Date 

UacoatroMable 
and Related 

Changes 
Programmatic 

Changes 

1997 
Budget 
Request 

Change 
from 
1996 

Oil Spill 
Research 

$ 
FTE 

6,440 
26 

0 
0 

0 
0 

6,440 
26 

0 
0 

Budget Resources will be derived from the existing Department ofTransporoi.tion's Oil Spill Liability Trust 
Fund (OSLTF). Resources from this trust fund will be used to finance oil spill research, financial 
responsibility, and the oil spill prevention and response planning activities assigned co the Minerals 
Management Service (MMSJ. 

Theresearch objectives suppor:t.ed by funds derived from the Trust Fund for Oil Spill Research are: 

• 	 Provide continued research leadership to promote oil spill response capabilities in the event of 
an oil spill in the marine environment. 

_. Conduct studies that will increase the understanding ofthe fate ofoil spilled and the effects 
eccuningwithin the marine environment. 

• 	 Complywith Title VII of the Oil Pollution Act (OPA) of 1990 and cooperate with the 

Interagency Coordinating Committee on Oil Pollution Research, as called for in the OPA 


11r Continue operation and maintenance ofOhmsctt-The National Oil Spill Response Test 

Facility, in Leonardo, New JeJSey. 


Oil Spill Research 

The MMS is the principal U.S. Government agency sponsoring offshore oil spill response research. The MMS 
and its predecessor organization, the Conservation Division of the U.S. Geological Survey, have sponsored oil 
spill research since the late 1970's. For the past 10 yeaJS, MMS has maintained a comprehensive international 
research program t0 improve oil spill response technologies and proccdu~ and thus enhance capabilities ro 
respond tO an open ocean oil spill. These efforts focused on improving: capabilities to bum oil in situ; 
modeling the dispersion pattern ofstnoke emissions from in situ bums; updating the performance database for 
new and improved booms and skimmers by reopening Ohmsett - The National Oil Spill Research Test 
Facility, located in Leonardo, New Jersey; remote sensing and measurementofspilled oil; oil spill chemical 
ueating agents including dispersants; understanding the proper.ties and behavior ofspilled oil in the marine 
environment; and shoreline cleanup strategies. 

The MMS Oil Spill Response Research Program operates through contracts to univeJSities, private industry, 
State governments, Government laboratories, and foreign countries to perform the necessary applied research. 
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The program is cooperative in nature and provides as much as a 4:1 leverage to the program budget. These 
cooperative research and technology assessment projects involve MMS as a project iniciator, participant, 
co-funder, and supporter providing scientific inpuc. The Oil Spill Response Research Program seeks to 
leverage its funding to the fullest extent possible and to encourage innovacion and creativity to accomplish its 
mission. The cooperative nature of the program ensures both of these objectives. 

Through funding provided by MMS, scientists and engineers from the public and private sectors worldwide 
are working to address outstanding gaps in info.nnation and technology concerning the cleanup ofoil spills. 
Credible scientific investigations and technological innovation is considered a k,ey element in improving the 
future capabilities ofminimizing damage from spills. While there clearly exists a need for pure research, it is 
essential that the focus ofmuch ofthe future research be targeted to ensure that improvements are made in 
operational spill response capabilities. Promising results have been obtained in many technology areas such as 
the burning ofspilled oil, mechanical containment and storage devices, airbome and satellite remote sensing, 
and oil spill chemical ucating agents such as dispersancs.Knowledge, both scientific and operational, gained 
through funds derived from the OSLTF have significantly improved the ability to reduce the impact and 
damage caused from oil spills. One example is the use ofin situ burning ofspilled oil. This was an 
experimental concept at the time of the VALDEZ oil spill in Prince William Sound, Alaska. It is now an 
established oil spill response technique, used throughout the United States, which has the potential to remove 
up to 98 percent ofthe spilled oil from the water's surface. 

Orrent 1TS1Drmprojmare desaibed btloru 

ln_Sjtµ Buniing ofSpilled Oil 

The lnteragency Coordinating Committee on Oil Pollution Research, created by the Oil Pollution Act of1990, 
has designated MMS as the lead agency for research on in situ· burning ofspilled oil in the marine 
environment. Results from controlled tests in the United States, Canada, and Europe demonstrate that in situ 
burning is an effective oil spill response technique with minimal air and water quality impacts. Burning offers 
a way to remove large quantities ofoil from the water's surface very quickly (100 to 1,000 times more rapidly 
than with conventional equipment), thereby minimizing the long-term effects which can persist for years. 

MMS has funded the developmentof the Large Eddy Simulation (LES) smoke plume trajectory and 
dispersion model The LES model addresses the need ro protect human and wildlife health during in situ 
burning operations by providing accurate predictions ofdownwind smoke dispersion. The Alaska Regional 
Response Team has used this model to establish guidelines for the safe and effective use ofin situ burning. 

MMS conducted an In Situ -Bum Oil Spill Workshop January 2~28. 1994 in Orlando, FL, to ensure the 
relevance ofMMS-funded oil spill response research to the user community. MMS is using the list of 
identified information gaps/improvement needs as input for planning future research effons. The research 
results from MMS-funded oil spill research will continue to be disseminated at numerous major conferences, 
domestically and internationally. MMS will continue to participate in these conferences and conduct regional 
seminars which arc aaended by a wide range of participants. 

In 1996, MMS completed development ofthe LES smoke plume trajectory model and work towards approval 
of the LES model by the U.S. Environmeni:al Protection Agency. The LES model is designed to work on a 
computer workstation. In 1997, MMS will complete development ofa Lar.ge Open Fire Trajectory Model 
(ALOFT) designed to operate on a windows based personal oomputer. ALOFT is designed to aid in the in 
situ burning planning process. 

Oh~se~ - The National Oil Spill R~!22r:t-~ TestFacility 
MMS reopened Ohmsett-The National Oil Spill Response Test Facility - in Leonardo, New Jersey, in 
August 1992, to provide an environmentally safe facility to conduct testing and development ofdevices and 
techniques for the control ofoil spills. Approximately 95 percent ofall performance data for oil spill 
containment booms and skimmers was obtained at Ohmsett. Sixteen tests have been conducted on oil spill 
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response booms, skimmcis, collection systems, temporary storage devices, remote sensing devices, and 
sorbents.• 

In l996, MMS will continue to define the state of the art for various oil spill response equipment and to 
conduct research to improve innovative oil spill response strategies. In 1997, MMS will increase utilization of 
Ohmsett ~o include testing ofall types of oil spill response equipment. 

AkbQtne ~emote Sensing 

The development ofnew laser fluorosensor technology for the detection ofoilon water, ice, shorelines, and 
among debris, is a cooperative project with the Canadian Governmentand private industry. The primary 
mission of the fluoroscnsor is to detect and map oil spills, especially on shorelines, and provide oil spill 
responders, in near real-rime, hardcopy maps ofoil coverage and related information. The secondary mission 
of the tluorosensor is co serve as a research tool for environmencal and resource applications. Examples arc 
mapping ofchronic pollution, spilled pollutants other than oil, and generalized assessment ofwater quality and 
productivicy. 

fo 1994, the Laser Environmental Airborne Fluorosensor (LEAF) was successfully flight-tested in several field 
trials and was able to classify the types ofoils detected. The LEAF was developed by the Massachusetts 
Institute ofTechnology(MIT) under the direction of the U.S. Coast Guard. The LEAF sensor was then 
fined with a dye laser module to produce blue-green light and collected extensive data along the St. Lawrence 
River to monitor chlorophyll and phytoplankton. 

In 1995, a contract was signed co construct a Scanning Laser Environmental Air.borne Laser Fluorosensor 
(SLEAF). The SLEAF will employ a scare-of-the-an laser and have an adjustable scanning capability that will 
allow selection of the optimum swath to respond to various spill scenarios. The SLEAF will produce a 
geo-referenced map showing areas ofoil contamination, that can be faxed or downlinked to responders on 
scene. In 1996, the SLEAF will undergo acceptance testing, both in the factory and in an airborne 
environment. In 1997, MMS and Environment Canada will pai:ticipate in two operational missions to assess 
the capabilities ofthe sensor. 

MMS continues to publish the results of itS spill response research program at major conferences and 
workshops. In addition, researchers make approximately 50 annual submissions to major public and trade 
journals. 

Mi!igatiQ.-i ofPolh1ti9n Associated with PipelinetJ 

Pipelines arc the source ofabout 97 percent ofoil-spill volume associated with OCS oil and gas operations. 
The MMS is actively pursuing rcseaich to ascertain the integrity of the 20;000 miles ofoil and gas pipelines on 
the OCS. A like number ofmiles ofpipeline exist in state waters and with MMS's additional responsibility for 
pollution control in state warcrs, these projects will serve a dual purpose. 

The objectives of this program arc to improve leak detection capabilities, improve internal' and external 
inspection practices, improve shutdown systems, and develop a better understanding of the cnvironmencal 
forces active on pipelines. In addition to these rcchnology developments, a risk analysis and management 
dacabase is being devised to provide valid assessments ofthe conditions ofaging pipeline systems as well as 
the probabilities and consequences ofleaks. 

Environmental Fates am! EffecQ :Projects 

The MMS has conducted studies of the fares and effects ofoil in the marine environment since the 1970s 
through the Environmental Studies Program. In FY 1995 and FY 1996, MMS continued efforts to develop and 
test satellite-tracked drifters designed to behave like oil slicks on the ocean sud'ace: These driftcrs arc a 
valuable tool in both applied and modeling situations. The NOAA Hazardous Materials Group is cooperating 
in the project by deploying MMS drifters in actual spills. The RiskAssessment Modeling Verification Study is 
ongoing. and like the previous study, is intended to improve oil spill trajectory analysis and modeling for use in 
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spill contingency planrung. MMS, in collaboration wich Florida State University, continues to cany out 
experiments to develop a better understanding ofvery near surface ocean physics so chat oil spill motions may 
be better quantified and simulated. These efforts will continue in FY 1997 .. 

Oil Spill Financial Responsibility 

As discussed under Offshore Operations Program Priorities, the Oil Pollution Act of 1990 brought two oil spill 
financial responsibility intitiatives to MMS. The first, promulgation ofregulations to implement the increased 
level and coverage, has been a considerable effort. However, even if new regulations are not promulgated, the 
second, administration of the financial responsiblility program that began under the U.S. Coast Guard, will 
continue for all facilities located on the OOS at a level of$35 million. 

Administration ofexisting oil spill financial responsibility (OSFR) requirements: 

.,,. Lessees/owners/operators ofoffshore facilities are required by the Oil J.>ollution Act of 1990 
(OPA) to establish and maintain proof that they can pay the coses ofcleanup and damages 
caused by oil spills from their facilities • 

.,,. The OPA replaced Tide Ill of the Outer Continental ShelfLands Act, as amended, (OCSLA), 
but provided that eEsting financial responsibility regulations under OCSLA would continue in 
effect until new regulations were promulgated under OPA. 

• 	 The OSFR program created under the OCSLA was administered' by the U.S. Coast Guard 
(USCG). Under OPA, the rcsponsibilit'y for offshore facilities was aansfeaed to the 
Deparunent of the Interior (001) pursuant to Executive Order 1Z777, and delegated to the 
MMS under DOI Manual (Z18 DM 2.1). . 

• 	 The MMS continues to process new facility applications for facilities that are newly installed, or 
assigned or otherwise transferred between companies • 

.,,. Existing Certificaccs ofFinancial Responsibility (COFR's) arc reviewed on an annual basis to 
ensure that evidence of financial responsibility is maintained by the responsible party. This 
includes a detailed analysis ofcompany financial $tatemena and/or reccrtificacion of insurance 
documents . 

.,,. Training sessions ue being planned to help affected companies and their agents better 

understand the current COFR application requirements. 


Developing regulations to implement the OSFR requirements of the Oil Pollution Act of 1990 . 

.,,. The MMS published an Advance Notice ofProposed Rulemaking (ANPR) in the F~dm1/ 
&girteron August 25, 1993, to initiate public review ofOSFR implementation issues. More 
than l,700 written comments were received before the comment period closed. The MMS also 
received letters from 135 members ofCongress representing 40 States highlighting constituent 
concerns about the issues raised in the ANPR. 

sr The MMS conducted five meetings around the country between November 2, 1993, and 
February 16, 1994, to help the public undemand the potential implications of the OPA OSFR 
requirements. The meeting transcripts were made part of the ANPR administrative record. 

• 	 The MMS Director testified before the House Committee on Merchant Marine and Fisheries 
on October 26, 1993, regarding the ANPR and the issues raised. 

I 
I 
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Oil Spill Research 

- The Department of the Interior Solicicor issued a formal opinion on November Z9, 1994, which 
holds thac che MMS has little flexibility in incer.preting which facilities are covered by che OPA 
OSFR requirements, how much financial responsibility must be evidenced, and whether 
exemptions are allowable for minimum risk facilities. · 

The OCS Policy Committee approved, in November, 1994, che establishment ofa subci>mmittee to assisc che 
Secretary ofthe Interior and the MMS in resolving issues related to implementing the OPA OSFR 
requirements. Through this subcommittee, the MMS collaborated wich representatives ofaffected State and 
local governments and industry to analyze issues and make recommendations regarding implementation of.che 
financial responsibility provisions of che Oil Pollution Act of 1990. 

In early 1995, the MMS assisted the subcommittee in its efforts to construct a praccical and effective regulatory 
scheme for ensuring thac pames responsible for offshore facilities have enough money to pay for oil spill 
cleanup and damages. The subcommittee presented a final report to the OCS Policy Committee in May, 
1995. The full committee adopted the repon without change, and foJWarded the recomm~ndations to chc 
Secretary of the Interior. 

The Policy Committee's report has been used by che Congress in the diliberatlons over changes to the OPA 90 
financial responsibility provisions. 

Oil Spill Prevention and Response Planning 

The FY 1995 appropriation approved 16 FTE's for implementing OPA. Two FTE are to support che OPA 
financial responsibility program. The remaining fourteen f'TE's are allocated for regional oil spill plan review, 
oil spill prevention and response planning, inspections, and spill investigations and civil penalcies programs as 
follows: 

v 	 6 Fr.E's assigned to the GOMRwill conduct OPA inspeccions in Stace waters, conduct joint 
inspections with Stace agencies and assist in carrying out the broader Oistricc mission . 

... 3 FTE's are to fortify an existing two-FTE accident and spill investigation and civil penalties 
unit. 

llil' Z 2dditlonal FTE are assigned to handle the growing number ofOPA and OCSLA civil 

penalties cases. 


llil' 3 FTE's (2 in the GOMR and 1 in the POCR) are assigned to improve both the Federal and 
State oil spill drill planning and coordination programs. 
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Penn.anent Appropriations 

Permanent Appropriations 


This section addresses permanent appropriations which are administered by the MMS. These appropriations 
provide for the sharing ofmineral leasing receipts collected from the sale, lease, or develppment ofmineral 
resources located on Federal lands. Revenues for these payments are derived from payor late payment 
interest. bonuses, remals, and royalties colleeted from Federal onshore mineral leases. MMS distributes these 
funds in accordance with various laws mac specify the basis for and timing ofpaymencs. 

MMS disburses all the monthly mineral leasing payments to States. All States' monthly payments include 
late disbursement interest. The Bureau of Land Management (BLM) disburses those payments which are 
made semi-annual or annually. The largest in this category (about $25 thousand/year) is the payment made by 
BLM co Alaska for its share of National Peuoleum Reserve-Alaska (NPRA) receipts. 

Included under this heading arc the following peimanent appropriations: 

Permanent Appropriations 
do/Ian in thousands 

Change 
FY FY FY from 

Sr.aces 1995 ; 1996 1996 
Annrooriation 

1997 
Share Actual ~ Estimate Estimate Estimate 

'Mineral Leasingand Associated 50% 473,145 508,329 514,909• 6,580 
Pavments (MLAP) 

1,897Z,419. . National Forest Fund, Payments to Z5% l,861 . 36 
;Sr.ates (Forest Fund) I 

Payments to Scates from Lands 75% 1,131 885 921 36 
Acquired for Flood Control, 
Navigation, and Allied Purposes 
·<Flood Conuon 

6,652Total ­ 476.695 511.675 517 7Z7 

Note: For an explanation ofhow mineral leasing collections are distributed among the 

various State and F edcral accounts. please refer to the following section titled Receiprs. 

This section also includes details on the assumptions used to develop the gross mineral 

receipc estimates such as additional amounts due to the audic ofcontract scttlemcncs, and 

aroduction and Price foreCCB$ts. 


Distribution Statutes 

.	ForMLAP, rhe Mineral Leasing Act (MLA), 39 U.S.C. 181 et seq., provides that all Scates be paid 50 percent 
of the revenues resulting from the leasingofmineral resources on F edcral public domain lands within their 
borders (excepcAlaska which receives 90 percent). 

Forest Fund payments to a State are determined by the total revenues collected from mineral leasing and 
production within irs boundaries except for the Forest Fund paymeni:s. Law requires a States' payment be 
based on national forest acreage and where a national forest is situated in several States, an individual State's 
payment is proportionate to its area within that particular national foreSL· 
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Permanent Appropriations 

Flood Control payments to States are $hared according to the Flood Control Act of 1936 (33 U.S.C. 701 et seq.) 
which provides that 75 percent of revenue collected be shared with the State in which it was collected tobe 
expended as the State legislature may prescribe for the benefit of the public schools and roads in the county 
from which the revenue was collected or for defraying any of the expenses ofoounty government including 
public obligations oflevee and drainage districts for flood control and drainage improvements. 

Calculation of States' Payments 

The total amount for each ofthe three appropriations is calculated as follows: 

ar For each land category- public domain, Forest Fund, Flood Control and National Grasslands 
administered and distributed by the Forest Service, a three-year average for each source type 
(<>it and gas rcnts, coal royalties, other minerals royalties, etc.) is developed. 

• 	 Widtin each land category, each source type's three-year average is applied to the three-year 
a11erage for all source types to determine the percent that each source type within each land 
category contributes to total: collections. 

ar This percent is applied to the gross revenue estimate for each source type to determine, for each 
land category, its share of the gross revenue estimated for that source. This ensures that the 
source type revenue estimates arc disuibuted to the corrccc land category and therefore to the 
proper accounts. 

• 	 For each land category, the appropriate disaibution fonnula are applied to each source type and 
summed into the various account totals. For example, Public domain lands: the MLAP Account 
5003 (States' share) calculates and sums 50% from all source cypcs; the General Fund Account 
1811 (Federal share ofrent and bonuses) calculates and sums 10% ofall rents and banuses, and 
the General Fund Account 2039 (Federal share of royalties) calculates and sums 10% ofall 
royalties. 

The estimate of the gross payment to a State for any futurc fiscal year is based on the percent ofmineral 
receipts disbursed to that State to the total mineral receipts disbursed to all States in the prior year. However, 
when an unusually large one-time adjustment is made for a State in the prior year, the actual for the year 
before that is subsdruted and the toml amount adjusted accordingly. 

After a gross payment is estimated, rhe States' net receipts sharing (NRS) deductions are applied to arrive at 
the final fiscal year estimate. NRS refers to the recovery ofapproximately59 percent ofthe Departments' of 
the Interior (Bureau ofLand Management and MMS) and Agriculture (U.S. Forest Service) mineral leasing 
administrative program coses before statutory distribution ofmineral revenues to States and Treasury. In the 
past, NRS was enacted through appropriations acts. 

The Omnibus Reconciliation Act of 1993 (OBRA) amended the Mineral Leasing Act and other applicable 
scatutes to permanently provide for NRS. The OBRA adjusted the methodology for calculating a State's NRS 
deductibn. 

In the past, program costs were allocated to each State based on the monies disbursed to the State during the 
current fiscal year as compared to total disbursements (this is called the "Revenue-based method"). 

The OBRA changed the revenue-based approach by 1) recovering the prior year's enacted budget authority in 
the current year, and 2) prorating costs to Sratcs based on the previous year's disbursements. Additionally, 
OBRA added a ceiling to this calculation which pro\.'ided that a State's NRS deduction cannot ex~d the 
Secretary of the Interior's estimated cost to administer each State's onshore mineral leases (this is called the 
"Cost-based melhbd"). 
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PermanentAppropriations 

In FY 1996, $46.8 million ofprogram costs arc to be recovered through NRS with the Federal share totaling 
$23.4 million and the Sraccs' shares totaling $23.4 million. The NRS deductions determined by the 
revenue-based method were used for all States except Missouri, New Mexico, and Wyoming which were 
computed under the cost-based method. · 

) 


•• 
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Permanent Appropriations 

Mineral Revenue Payments to States 

thousands ofdollars 

FY 1995 FY 1996 FY 1997 
State Actual Estimate Estimate 

Alabama 442 ~74 480 
Alaska 4,569 4,899 4,962 

Arizona 87 93 94 
Arkansas 832 892 904 

California 25,420 27,253 27,608 
Colorado 35,489 38,048 38,544 

Florida 87 93 94 
Idaho 2,350 2,519 2,552 

Jllinois 94 101 102 
Kansas 870 933 945 

Kentucky 73 78 79 
Louisiana 728 781 791 
Michigan 885 949 961 

Minnesota 17 18 . 18 
Mississippi 577 619 627 

Missouri 1,013 1,086 1,100 
Montana 24,612 26,387 26,730 
Nebraska 14 15 15 

Nevada 8,119 8,705 8,818 
New Mexico 118,903 127,478 1Z9,137 

North Carolina 1 1 1 
North Dakota 2,489 Z,669 2,703 

Ohio 243 261 264 
Oklahoma 1,833 1,965 1,991 

Oregon 43 46 47 
Pennsylvania 22 24 24 

Souch Carolina 2 2 2 
Souch Dakota 800 858 869 

Tennessee 0 0 0 
Texas 455 488 494 

Utah 31,083 33,325 33,758 
Virginia 89 95 97 

Washington 371 398 403 
West Virginia 197 211 214 

Wyoming 213,974 229,406 232,391 

Totel 476,783 511,168 517,820 

Excludes payments made to coasr:al sr:ates under OCS Lands Act 
as they are direct, unappropriated payments . 

• 
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Receipts 

Receipts 


The Minerals Management Service (MMS) is responsible for the collection ofall mineral leasing receipts 
collected from Indian, and Federal onshore and offshore (Outer Continental Shelf) land~. Mineral leasing 
receipts are derived from rents, bonuses, minimum royalties, royalties, and payor late payment interest. The 
disposition of these collections between the General Fund of the U.S. Treasury, other Federal funds, and the 
States and counties is determined by sraruce which in most part is based on land category (various types of 
public domain and acquired lands) and source type (oil and gas rents, coal royalties, etc.). 

MMS is responsible for the disposition ofall OCS collections and about 97 percent ofall Federal onshore 
collections into receipt accounrs. The remaining 3 percent of collections arc: from acquired nacional grasslands 
administered by c:he Department ofAgriculrure (USDA). As these collections are shared between the General 
Fund and counties (versus States). the policy has been .to transfer them to the USDA for disposition. All 
monies collected on Indian lands are tr.msfeI'l'cd to the Bureau of Indian Affairs for distribution to Tribal and 
Indian Allottee accounrs. 

Legislation also determines how receipts are classified for budgewy purposes. Mineral leasing receipts are 
classified as offsetting receipts because they arise from business-type transactions with the public versus 
governmental receipts which arise from the Govemment's power to tax. or fine. Offsetting receipts are further 
defined as: 1) Proprietary receipts which offset budgetauthority and outlays (most onshore receipts fall inco 
this category), or 2) Undistributed proprietary receipts which are offsetting against total Federal budget 
authority and outlays as a bottom~line adjustment (currently, all OCS receipts fall into this category). 

This Receipts section inclu.des: 

• 	 An explanation as to the distribudon ofonshore and offshore ft>yalcy revenues into receipt 

accounts. 


• 	 A discussion of the changes between the FY 1996 and FY 1997 receipt estimates. 

• 	 A summary description ofcurrent onshore and offsho~ royalty and rencal rates, and bonus 

criteria and. other lease informatlon. · 


For FY 1996 - FY 2001, tables of the: 

• 	 estimaced receipts by source cype and by account, 

• 	 derailed backup information from which the gross estimates are developed (estimated price, 
production, etc.) · 

• 	 transfer payments made to coascal states under section S(g} of the OCSLAA (payments to 

onshore states are provided in the Permanents section). 


Distribution of Receipt Accounts 

The following flowcharts describe the flow ofonshore (Diagram 1) and OCS (Diagram 2) mineral leasing 
collections into receipt accounts. First, as checks or elecuonic transfer payments are received from payors, 
they are deposited into a holding or suspense account until the accounting system has identified the payments 
by the: 

• 	 Source type (oil and gas rents, coal royalties, other minerals bonuses, etc.); 
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Receipts 

)
• Land category (acquired Foresc, public domain, OCS, etc.); and 

• Location (to determine recipient States' or counties' shares if applicable). 

Er Ifreports arc fded ~rrecdy by payoIS, this process usually takes about one mo~th. 

OnsbQre AccounfJi 

After the payments are identified by the above three criteria, they are redirected immediately into all accounts 
based on land category and source type. Detailed State infoanation is nccc:ssary to disbuISc States' shares to 
States' treasuries. The acquired lands collections shared with counties are electronically transferred to the 
USDA for disposition into receipt accounts. 

The collections from public domain lands lcascd under Mineral Leasing Act (MLA) authority are shared 50% 
with the States (Account 5003), 40% with die Reclamation Fund' (Account 5000.24) which funds western water 
projects, and 10% with the General Fund. The General Fund share is deposited into two accounts depending 
on whether the collections are from rents and bonuses (Account 1811) or from royalties (Account 2039). 
Because by law, Alaska receives no funds from the Reclamation Fund, Alaska receives a 90% share ofmineral 
leasing receipts. 

MMS transfers to the Bureau ofLand Management, for distribution, the monies collected from public domain 
lands not leased under MLA authority, such as the National Petroleum Reserve-Alaska (NPRA) lands from 
which Alaska and the General Fund receive 59 percent shares. Since there is no pr~uction from the NPRA, 
all the General Fund share is deposited into Account 1811 (rents and bonuses). MMS cransfers Alaska's share 
(account 5045) to Bureau ofLand Management for semi-annual disbursement. 

The Energy Policy Act of 1992 requires the Secretary of the Interior to disburse monthly to States all mineral 
leasing .payments authorii.ed by Section 6 of the Mineral Leasing Act for Acquired Lands. Therefore, MMS 
is now reporting additional accounts: Accounts 5008.1 and 5243.1 arc the Federal and States' shares (25 and 75 
percent respectively) ofreceipts collected from National Forest lands, and Account 5248.1 is the States' 75 
percent share of receipts collected from Lands Acquired for Flood Control, Navigation and Allied Purposes. 
The Government's 25 percent share of these collections will bedeposited to the General Fund (either 
Account 1811 or 2039). In the past, MMS transferred these collections to USDA and the Corps ofEngineers 
for annual disbuISement to States and Treasury. 

As required by the Omnibus Budget Reconciliation Act of1993, the amount deducted from onshore mineral 
leasing receipts prior to the division and distribution ofsuch receipts between the States and the Trcasul'\' (net 
receipts sharing) is credited to the miscellaneous receipts ofthe Treasury. For tracking purposes, this amount 
is deposited into the General Fund Account 2039. The previous section, Permanents, provides details on net 
receipts sharing. 

OCS receipts arc deposited into accounts depending on source: rents, bonuses, or royalties. Also, interest 
earned on collections held in cserow are deposited to a separate accounL Amounts held in escrow accouncs are 
not included in receipt totals. 

In order to bid on an OCS lease tract offered for sale, a bidder must submit an upfront cash deposit equal to 1/5 
of the entire proposed bid. This money is deposited into escrow (account 6705), accruing intercs~ until MMS 
has detcnnincd the proposed bonus is at least equal' to the fair market value of that tract. lfrcjccted, the 1/5 
upfront deposit, plus interesc, is rerumed to the bidder. If the bid is accepted, the 1/5 bonus, the remaining 
4/5 bonus, and the first year's rent arc deposited into the receipt account for OCS rents and bonuses (Account 
1820~. Accrued interest is deposited into Account 1493. Furore OCS rents, due on the anniveISary date of 
lease issuance, arc also deposited into Account 1820, OCS royalties, due from payoIS at the end of the month 
following the month ofproduction, arc deposited into the OCS royalty account (Account 2020). 
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Receipts 

The payments made to coastal scaces for their 27 percent share of OCS collections within the 8(g) zone, the 
area approximately 3 miles seaward from the State/Federal boundary, flow through Escrow Account 6707. The 
lase cable provides information as to actual and estimated payments for these states. 

Deposits are also made into Escrow Account 6704 pending the resolution ofa dispute between Alaska and the 
Federal Government as to the location of the Stace/Federal boundary in the Beaufort Sea. Sale bonuses 
collecced between 1979 and 1991, as well as rental payments, total over $434 million. The legal issues have 
been analyzed by a Special Master appointed by the United States Supreme Coun:. Based on the current 
schedule subsequent legal processes, a Supreme Court decision will mostly likely be reached in FY 1997. 
After resolution, an estimated $1 billion will be deposited into a Treasury interc~st account (Account 1493) and 
the $434 million in principal will be deposited into the Treasury account for rents and bonuses (Account 1820). 

Most ofthe OCS receipts accumulated throughout the year in General Fund accounts is transferred at the end 
of the fiscal year to the National Park Service administered Historic Preservation Fund (HPF) (Account 5140 
and 5140.3) and the Land and Water Conservation Fund (LWCF) (accounts 5000.7 and 5000.8). OCS receipts 
are the sole fonding source of the HPF ($150 million) and the major funding source (about 85 percent) of the 
mandated $900 million required for the LWCF. The other cwo sources for the LWCF are $1 million from 
motor boat fuel caxes and receipts from the sale ofsurplus government property and macerials. Because the 
HPF was enacted first, the HPF and then the LWCF must be funded from OCS receipts. Accounting 
procedures require payments be made first from rents and bonuses and then any further needed payments 
should be made from royalties. The HPF and LWCF are subject to appropriation and the amount ofStates' 
grants is determined by various criteria which are not related to the amount ofOCS receipts collected offshore 
their coasdines. 
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Onshore Mineral Receipts 

FY 1996 Estimates vs. PY 1997 Estimates 


FY 1996 EX 1997 

DOI Proprietary Onshore Mineral Receipts 
Rents and Bonuses 
Oil and Gas 
Coal 
Geothermal 
Oil Shale 
All Other 

SuhtDtal, R & B 

Royalties . 
Oil and Gas 

Coal 
Geothermal 
All Other 

Subtotal. Royal&! 

Total 

80,262 
52,1·00 

838 
s 

32 
133,236 

571,067 

303,268 
22,114 
3?,977 

934,425 

l,067,661 

77,283 
56,791 

838 
5 

32 
134,948 

574,385 

309,557 
Zl,699 
40,462 

946,103 

1,081,052 

Change E-,:plenation 

(2,979) Continued relinquishment ofleases. Level bonus activity. 
4,691 Increased bonuses and level rent. 


.0 Level interest in leasing and rentals. 

0 Expect constant rental levels. 

0 Anticipate level interest in leasing and rentals. 


1,712 

3,318 Oil price increase more than offsets production decline. Gas increases 

in both production and price account for most of the increase 


6,289 Increases in both price and production. 

(415) Declining production slightly outpaced minor growth at some facilities. 

2,485 Sand and gravel and sodium account for most of the increase. 

11,678 


13,390 

r
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Outer Continental ShelfMineral Receipts I· 
~ 

~ 
~ FY 1996 Estimates vs. FY 1997 Estimates 
E

°cl ' 
a 
n 
0 FY 1996 EY.. l22Z- Chgnge ExolWJation... . 

l:ll '' 0
3.. OCS Rents and Bonuses 401.lSZ 404,860 3,708 Increased bonuses expected as a result 
s of che Deep Water Royalty Relief Act 

OCS Royalties 2,287,950 Z,269.300 (18,650) Slight decrease in oil and gas production. 
OCS Escrow Payout 0 433,874 433,874 Anticipated resolution ofAlaska/Federal 

boundary dispute 
OCS Escrow Interest 0 905,386 905,386 

Total. Non-Offsetting 2,689,102 4,()13,'420 1,324,318 
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Onshore Mineral Leasing:::"Ia.Ig . 1811.00 Rents and Bonuses 
2039.00 Royalties 8 
5000.24 Reclamation Fund 
5003.02 Payments to States 

5243.10 Forest Fund, states share 
5008.1'0 Forest Fund, Govt share 
5248.1'0 Flood Control (States shares) 

Subtotal, o,..,~ 

241:9.1 Royalty-in-kind fees ..... 
~. Outer Continental Shelf 

1820.00 OCS Rents and Bonuses 
2020.00 OCS Royalties 
5005.70 LWCF (OCS R & B) 
5005.80 LWCF (OCS royalties) 

5140.00 Hist. Pres. (OCS R. & B) 

5140.0Z Hist. ·Pres. (OCS Roy) 

1'493.00 OCS Escrow Interest 

;·a: I Subtotal. ocs· 
0 

et 
i: I TOTAL, Mineral Receipts 

i a 
0 

t. js . 

Mineral Leasing Receipts by Account 


FY 1996 

12,445 
138,817 
399,743 
508,329 

1,861 

S,582 
885 

1,067,662 

400 

0 
1,642,114 

251,152 
645,836 
150,9()0 

0 

0 

2,689,102 

3,757,164 

FY 1997 

12,625 
139,970 
405,042 
514,909 

1,897 

5,689 

921 

1,081,052 

400 

0 
2,061,034 

688,734 
208,266 
150,000 

0 

905,386 

4,013,420 

S,094,872 

FY 1998 

10,317 
139,150 
392,544 
49~,287 

1,849 
5,547 

912 

1,049,607 

400 

0 
1,582,550 

225,700 
671,300 
150,000 

0 

0 

2,629,550 

3,679,557 

FY 1999 

11,727 
139,162 
398,225 
506,388 

1,863 
5,588 

919 

1,063,873 

400 

0 
1,547,125 

201,690 
695,310 
150,000 

0 

0 

2,594,125 

3,658,398 

FY2000 

12,884 
• 140,773 

409,288 
520,217 

1,888 

5,662 
924 

1,091,635 

400 

0 
1,510,910 

172,710 
724,290 
150,000 

0 

0 

2,557,910 

3,649,945 

. 


FY2001 

14,198 
142,334 
420,773 
534,572 

1,909 

5,725 
936 

1,120,446 

400 

0 
1,535,250 

173,450 
723,550 
150,000 

0 

0 

2,582,250 

3,703,096 

f 
1·
g 

• __.. 
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Mineral Leasing Receipts by Commodity Source fI Ii 

~ 
~ · 

IJq .n , 
m I EY 1226 EY 1222 f'X1228 FYlm E__Y-21l.DJl FY2001 
~ Onshore Mineral Revenues= ' ... 

Rents and Bonuses 
Oil and Gas 80,262 77,283 74,305 75,498 76,527 77,469 

en 

i· I 
Coat 52,100 56,791 35,631 49,205 60,184 72,860 

Geothermal 838 838 838 838 838 838 

Oil Shale 5 5 5 5 5 5 
All Other 32 32 32 32 32 32 

Subtotal, R elB 133,236 134,948 110,812 125,578 137,586 151,Z04 

Royalties 
Oil and Gas 571,067 574,385 563,968 556,704 564,886 573,408 

C.oal 303,268 399,557 315,946 322,535 329,123 335,912co . -1Vt Geothermal 22,114 21,699 18,48Z 18,258 19,441 18,924 
Oil Shale 0 0 0 0 0 0 

All Other 37,977 40,462 40,398 40,798 40,598 40,997 

Subtotal, Royalties 934,425 946,1:03 938,795 938,294 954,049 969,241 

Su6total, a1rrmtons!tore 1,067,661 1,081,0SZ 1,049,606 1,063,872 1,091,635 1,t20,445 

Royalty-in-Kind ad'min. fee 400 400 400 400. 400 400 

~· Outer Continental Shelf 

i< OCS Rents and Bonuses 401,152 404,860 375,700 351,690 322,7l0 323,450 .
- OCS Royalties 2,287,950 2,269,300 2,253,850 2,242,435 2,235,200 Z,258,800~ 
...;a 

OCS Escrow Payout 0 433,874 0 0 0 0 
c::
tl:I 

OCS Escrow Interest 0 965,386 0 0 0 0
Cl. 

°cl 

~1 
.... 

Tdtal, OCS receipts 2,689,1<~2 4,013,420 2,629,550 2,594,125 2,557,910 Z,582,250 
c. 
=-- TOTAL, Mineral Receipts 3,757,163 S,094,872 3,679,556 3,658,397 3,649,945 3,703,095'1.... 
5' = 





Receipts 

) 
FY 1997 President's Budget 

Onshore Royalties 
do/Ian ;,, millions 

1995 1996 1997 1998" 1999 2000 2001 
Actual Estimate Estimate Estimate Estimate Estimate Estimate 

Oil 
Oil (mil. bbls.) 121.l 112.2 105.8 100.6 % .7 93.3 89.9 

Actual/OMB Price 15.09 16.41 18.36 18.88 19.44 19.98 20.51 
Royalty Rate 10.80% 10.50% 10.20% 9.90% 9.60% 9.60% 9.60% 

Oil Royalty $197.3 $193.Z $198.1 $188.1 $180.5 $179.0 $176.9 
Oil Min. Royalty $4.1 $3.Z $3.0 $2.8 $2.7 $2.6 $2.5 

Subtotal Oil $201.5 $196.4 $201.1 $190.9 $183.2 $181.6 $179.4 

Gas 
Gas (mil.Mcf) 1,762 1,749 1,758 1,782 1,779 1,815 1,839 

Actual/OMB Price 1,31 1.52 1.55 1.58 1.62 1.66 1.7 
Royalty Rate 11.50% 11.50% 11.50% 11.50% 11.50% 11.50% 11.50% 

Gas Royalty $263.9 $305.7 $313.4 $323.8 $331.4 $346.5 $359.5 

C02 
C02 (mil.Met) 251.6 239.4 244.Z 244.2 244.2 244.2 244.2 

Estimated Price 1.01 0.85 0.9 0;9 0.9 0.9 0.9 
Royalty Rate 2.40% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 

COZ Roya:lty $6.2 $7.1 $7.7 $7.7 $7.7 $7.7 $7.7 

Gas Plant Products $18~5 $15.9 $16.Z $17.3 $17.5 $18.8 $19.3 

Gas Min. Royalties $5.S $4.3 $4.3 $4.3 $4.3 $4.3 $4.3 

Subtotal Gu $294.2 $333.0 $341.5 $3$3.l $360.9 $377.3 $390.8 

Total:· Oil & Gas $495.6 $529.5 $542.6 $544.0 $544.l $558.9 $570.3 

Coal 
Coal (mil. tons) 323.6 326.3 329.56 332.86 336.19 339.55 342.94 

Act./F.st. Price 8.84 9.13 9.22 9.31 9.41 9.5 9.6 
Royalty Rate 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 

Total Coal $300.2 $312.8 $319.1 $325.S $332.1 $338.7 $345.5 

Geothermal $22.8 $22.1 $21.7 $18.5 $18.3 $19.4 $18.9 

All other minerals $35.8 $38.0 $40.5 $40.5 $40.9 $40.7 $41.1 

Audit/Cont & Neg. Settlements $64.3 $52.9 $43.2 $31.4 $23.9 $17.5 $14.9 

TOTAL $918.8 $955.3 $967.1 $959.8 $959.2 $975.Z $990.6 
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Receipt& 

OCS Rents a·nd Bonuses 
Bonu.r &wn"e Eslimatts (IMM) 

Fiscal High ~in Total 8(g) to Receipt 
Year Sale Area Bllh EY aw SmW &timate 

late94 Western Gulf of Mexico 57 100% 3 t 56 
mid95 Ccntnl GulfofMexico 304 1009' 15 4 300 
late 95 Western GulfofMexico uo 0% 0 

Bonus Total 356 
Rents S8 
Total - FY 1995 Actual R.eceipta 41'4 

late95 Western GulfofMexico 110 1'009' 6 1 lt09 
mid96 Central GulfofM~ico 270 1009' 1·4 4 266 
latc96 Cook Inlet 2 1009' 0 0 2 
latc96 Western GulfofMexico 140 09' 0 
late96 Beaufort 2 0% 0 

BQnusTotal 377 
Rents 24 
Total- FY 1996 Receipt E.tidlates 401 

late96 Western GulfofMexico 140 100% 7 2 138 
late 96 Beaufort 2 1009' 0 0 2 
mid97 Central GulfofMexico 240 1009' 12 3 237 
latc97 GulfofAluka-Yakutat 1 1009' 0 0 1 
Jace97 Western GulfofMexico 125 0% 0 

&nusTouJ 378 
Rents 27 
Total - FY 1997 Receipt Eatidlates 405 

late 97 Western GulfofMexico 125 1009' 6 2 123 
mid98 Ccnml GulfofMcaico 2ZO 1009' 11 3 217 
late 98 Western GulfofMcXico 110 0% 0 
late 98 Beaufort 2 09' 0 

Bonus Total 340 
Rents 36 
1'otal - FY 1998 Receipt Betimatee 376 

late 98 Western Gulf ofMexico 11'0 1009' 6 l 109 
late98 Beaufort 2 1009' 0 0 2 
mid99 Ccnual GulfofMexico 200 1009' 10 3 197 
late 99 Cook Inlet 2 1009' 0 0 2 
late 99 Western GulfofMexico 100 09' 0 

BonusToul 310 
Rents 42 
Total - PY 1999 Receipt Eetimatce 352 

late 99 Western Gulf ofMexico 1•00 1009' s 1 99 
midOO Ccnual GulfofMexico 1·80 1009' 9 2 178 
lateOO Western GulfofMexico 95 0% 0 
latcOO Bcaufon 2 0% 0 

BonusToul 276 
Rents 47 
Total - FY 2000 Receipt Estimates 323 

laccOO Western GulfofMexico 95 1009' 5 1 94 
lateOO Beaufort 2 1009' 0 0 2 
midOl Ccnual Gulf ofMexico 165 1009' s . 2 163 
late 01 GulfofAlaska-Yakutat 1 10096 () 0 1 
late DI Eastern GulfofMexico 20 1009' 0 20 
late01 Western GulfofMexico 75 0% 0 

Bonus Total 279 
Rents 44 
Total - FY 2001 Receipt Eatimates 323 

FY 1997 BudgetJustlfication 188 Minerals Management Service 



... 


:::5· 

i 
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Outer Continental Shelf Royalties Iif dollars in millions
ID 

°r1 a EY 1225 fY 1226 EY 1227 FY 1228 EV 1299 FY200D EY2001g Oil (Million barrels) 

Total Production 408.4 392.5 391.0 


... 
w 389.S 388.0 385.5 383.0 s. Royalty Rare 15.05% 15.05% 15.05% 15.05% 15.05% 15.05% 15.05% 8 

Actual/OMB Price 15.40 17.91 18.36 18.88 19.44 t9.98 20.51 
Royalty $946.5 $1,057.9 $1,080.3 $1,106.6 $1,135.1 $1,159.1 $1,182.1 

. 
Gas (Billion cubic feet) 
Total Production 4,663 4,466 4,391 4,316 4,241 4,145 4,050 

Royalty Rate 15.64% 15.64% 15.64% 15.64% 15.64% 15.64% 15.64% 
Actual/OMB Price 1.64 1.52 1.55 1.58 1.62 1.66 1.7 

Royalty $1,198.4 $1,061.6 $1,064,3 $1,066.3 $1,074.3 $1,076.1 $1,076.7 ~' Basic Royalty Total $2,145 $2,119 $2,145 $2,173 $2,209 $2,235 $2,259 

Minimum royalty $28.1 $20.0 $20.0 $20.0 $20.0 $20.0 $20.0 

Audir/Settlemeni:s $235.3 $288.5 $244.7 $201.0 $153.1 $120.0 $120.0 

Other/suspense ($329.1) ($61.9) ($44.S) ($44.5) ($44.S) ($44.5) ($44.5) 

State's share 8(g) ($75.5) ($78.1) ($95.5) ($95.5) ($95.5) ($95.5) ($95.5} 


I 
~ 
~1 Totals $2,003.7 $2,288.0 $2,269.3 $2,254.0 $2,242.4 $2,235.2 $2,258.8
"-I 

t:s:l 
c a. 

(Jq 
0... 
~ 
C!."' ::n 
IJ a. 
0 
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Receipts 

Actual and Estimated Payments to Coastal States 

Under Section OCSLA B(g) 

actual dollar.r 

FY 1995 Actual Paymen_ts 

Royalties Sale Mandated 
State & Rents Bonuses Payment Total 
Alabama 6,834,250 0 490,000 7,324,250 

Alaska 64,492 0 9,380,000 9,444,492 
Califomia 5,161,954 0 20,230,000 25,391,954 

Florida U,194 0 0 11,194 
Louisiana 8,267,931 890,002 S,880,000 15,037,933 

Mississippi 131,845 0 113,787 245,632 
Texas 8,154,600 477,685 9,380,000 18,012,285 
Total 28,626,266 1,367,687 45,473,787 75,467,740 

FY 1996 Estimated Payments 

Alabama 6,079,555 0 490,000 6,569,555 
Alaska 1'05,766 /1 9,380,000 9,485,766 

California 3,045,582 no sales 20,230,000 23,275,582 
Florida 10,955 no sales 0 10,955 

Louisiana 9,799,631 3,645,000 S,880,000 19,324,631 
Mississippi 23'8,865 0 113,787 352,652 

T~xas 8,219,647 1,485,900 9,380,000 19,084,647 
Total 27,500,001 5,130,000 45,473,787 78,103,788 

FY 1997 Estimated PaY.IJlents 

Alabama 5,324,860 0 700,000 6,024,860 
Alaska 147,040 JZ 13,400,000 13,547,040 

Califomia 929,21'0 no sales 28,900,000 29,829,210 
Florida ·1<0,716 no sales 0 10,716 

Louisiana 11,331,331 3,240,000 8,400,000 22,971,331 
Mississippi 345,885 0 200,000 545,885 

Texas 8,284,694 1,890,000 13,400,000 23,574,694 
Total 26,373,736 5,130,000 65,000,000 96,503,736 

•Note: 1/ Cook Inlet and Bcauron Sea sales arc scheduled in FY 1996. 

However in tracks within the 8(g) zone arc expected· to be leased. 

21 A 11lc is scheduled for Gui£ ofAlaska-Yakuat in FY 1997. 

However, DO aacks within the S(g) zone arc expected to be lc:ucd. 

- .. 
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Receipts 

-­

S-ummary Description 
F edera·l Oashore Leases 

I - ·-·­ -·-. 

RovaltV Rate Rents Lease Duration -·­ - Bonus 
···-· - --­

Oil& Gas 

Competitive: : Under MLA, for leases 1-5 5 years: continued if 

Leases issued under years, ntc is $2/acrc/yr. capable ofcommercial 

MLA (Prior to Secretarial Order on 12/92 production. 10 years; for 

12123/87), royalty · reduced to $1/acrc/yr leases after enacted after 

assessed on amount of ­ through 2/98. the Nat'l Energy Policy 

production and ranges Act of l99Z. After 

from 12.5% to 33%. commercial production, 
the lessor .pays minimum 
royalcy. 

- -­--­ -· -· -

Competitive: ' Under LRA, rent is sec above Under LRA, bonus is not 

Leases issued under LRA . $1.50/acre/yr for years less than $2.00/acrc, 

arc set at lZ.5%. I 1-5 and' $2,00/acre/yr 
!for vean 6-10. 

.. -­

Non-Competitive: ' Under MLA, rent is 10 yem; continued if AU leases arc now offered 

Based on 12.5% of · $1/acrc/yrforyears 1-10. capable ofcommen:ial 'only by competitive means 

production. :SOG leases arc $3/acrc/yr production (than lessor ' 
: and KGS $Z/acrc/yr but pays minimum royalcy) 
i arc subject m above rental 
reduction. ' --­ - ··-. -­ -

:NPRA: $31&1:.n:/yr lO years or less 

Setby regulation at 
, 16.66%. However, no 
: nroduction anricioatc_d. -· -­ - ·­ ·­

- CQal 
-

Post·FCLAA (1976): . Rental rate is$3/aac/yr. ·'Indefinite .period w.ith Bid amount must be equal 
12.5% ofvalue. Secretary ' 20-year r.eadjustnumts. to or greater than fair 
may set lower rate for ,market value. At least 1/Z 
underground mines. •the amount for lease in a 

Currently 8% year must be offered ­
;through deferred ·bonus 

; !bidding. 

·--·· ·--­ --­ - - - -

':Pre-FCLAA: · Rental mtc is $1/acrc/yr sec above 1sceehove 

$.15/ron underground and 
$.175/ton surface mines 

·---­-·· 

QeQthennal 

Generally set for Competitive: 10 years; continued if Competitive 
individual leases. Dy 1$2/acrc/yr or $5/acrc/yr for capable ofproducing ifwithin a Known 
statute it may notbe less 'yrs 1-5 ifchoose not to file commercial quantities. Geothermal Resource 

1 than 10% nor more than report showing significant Arca, lease is by scaled bid · 
15% of the value ofsteam · expenditures to develop. ,Non-Competitive: I 

& not less than 5% ofthe Non-Competitive: ifoutside KGRA, lease is 
value of demineralizcd $1/acre/yrforyrs 1-5 and by over-the-counter basis. 
water. $4/acrc/yr for subsequent 

!years. 
~ 

' 

--­
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Receipts. 

Summary Description 
Federal Onshore Leases 

Rovaltv Rare Rents · - Lease Duration Bonus 

Other Minerals 

Royalty is paid based on 
lease t:trms and varies 
by commodity. 

Based on stlltutc and 
regulation, n:nt varies by 
commodity and ranges 
$0.25 - 1/acrefyr 

Varies by commodicy. 20 
years subject to 
readjustment every 1'0-20 
years 

Competitive (vs 
non-competitive) leases 
are awarded to highest 
qualified bid exccedin1 

· fair market value. 

MIA- Mineral LwingAd;LRA· LtuintReform.Ad; NPRA. NaJitmDl PdnJ/eum~AUuka 
FaAA • FtJeral Q,aJ LmingAnurtultnmbAd ofn76 

Summary Description 
F edera1l OCS Leases 

. . -

Rents Leas.e Duration Bonus ·R.ovalcv Rate 

Is set for each eale area mita 
Final Notice of Sale. Itmay be: 

: l.Bascd on water depth 
Leases issued after 1193 on a 

: sale by sale basis: 12.5% for Gulf 
water depths < zoom or 16.66% for 
water depths > zoom. 
Issued before l/93: 12.5% for 
water depths < 400m or 16.66% for 
water depths > 400m. The 12.5% 
is also used for Afaska & ccruin 
pans ofCalifornia 

2.Sliding-scale (12.5-65%) based on 
average ofall production 

3.Stcp-scale which increases by 

steps as production increases 


iPre-1993: $3/acre/ycar 
with a few $10/acrefyr · 
for drainage sales. 
Past-l993: on a-sa1e-by 
-sale basis, the 
Secretary may charge 
$5/aere with $Z/acre 
uansferred to ~ 
ADP project (TIMS). 
Most postMinimum 
'royalty at above rate 
after lease deemed 
capable ofcommercial 
production. 

S years (not to exceed · Based on fair market 
1·0 YJS). Continued if value. Minimum bid of 

· capable. of commercial 1$ZS to $150/acrc. 
1production. subject to sale by sale 

review.! ) 

I 

I 

4.Flat rate of33.33% + 

5.Nct profit share which require .royalty only after certain 
~xncn~iiures are reCQycr_ed . ­

For both onshore and OCS leases, once a lease has been drilled and a commercial discovery been made, a 
minimum royalty is paid until production actually begins. The minimum royalty rate is the same as the rental 
rate. 
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Explanation ofAuthorizing Statutes 

Explanation ofAuthorizing Statutes 

Outer Omtinental SIS/Llnds: 
43 U.S.C. 1331, ~seq. 

43 u.s.c. 4321, 4331-4335, 
4341-4347 

16 U.S.C. 1451, ~seq. 

1·6 u.s.c. 1531-1543 

42 U.S.C. 7401, ~seq. 

) 16 U.S.C. 470-470w6 

30 U.S.C. 21(a) 

30 u.s.c. 1601 

33 U.S.C. 2701, et seq. 

43 u.s.c. 1301 

16 u.s.c. 1361-1362, 
1371-1384, 1401-1407 

P.L.104-58 

The Outer Continental ShelfLands Act of 1953, as amended, extended the 
jurisdiction of the United States to the Outer Continental Shelf (OCS) and 
provided for granting ofleases ·to develop offshore energy and minenls. 

The National Environmental Policy Act of 1969 required that Federal 
agencies consider in their decisions the environmental effects of proposed 
activities and that agencies prepare environmental impact statements for 
Federal actions having a significant effect on the environment. 

The Coastal Zone Management Act of 1972, as amended, established goals 
for ensuring that Federal and industry activity in the coastal zone be 
consistent with coastal zone plans setby the States. 

The Endangered Species Act of 1973 established procedures to ensure 
interagency cooperation and consultll.tions to protect endangered and 
threatened species. 

The Clean Air Act, as amended, was applied to all areas ofthe OCS except 
the central and westem GulfofMexico. OCS activities in those 
non-excepted areas will require pollutant emission permics administered by 
the EPA or the States. 

The National Historic Preservation Act established procedures to ensure 
protection of significant archaeological resources. 

TheMining and' Minerals Policy Act of_l 970 and the Macerals and Minerals 
. 

Policy, Research and Development Act of 1970 set fonh the continuing 
policy et seq. ofthe Federal Government to foster and encou~ge private 
enterprise in the orderly and economic development of domestic mineral 
resources and reserves. 

The Oil Pollution Act of 1990 established a fund for compensation of 
damages resulting from oil pollution and provided for interagency 
coordinatlon and for the performance ofoil spill prevention and response 
research. It also expanded coverage ofFederal requiremencs for oil spill 
response planning to include State waters and the transpoFtation of oil. The 
Act also addressed other related regulatory issues. 

The Marine Protection, Research, and Sanctuaries Act of 1972 provided that 
the Secretary ofCommerce must consult with the Secretary of Interior prior 
to designating marine sanctuaries. MMS provides information and 
commentS regarding the mineral resource potential in areas being 
considered for designation as marine sanctuaries. 

The Marine Mammal Protection Ace of 1972 .provided for the protection and 
elfare of marine mammals. 

Deepwater Royalty ReliefAct provides royalty rate relieffor offshore 
drilling in deepwaters of the GOM. 
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Explanation ofAuthoriz~ Statutes 

ZS U.S.C. 397, et seq. 

25 U.S.C. 396, et!S· 

25 U.S.C. 396-396(g), et~· 

30 U.S.C. 181. et seq. 

43 u.s.c. 1331, ~5· 

30 U.S.C. 1001, et~· 

30 U.S.C . 181, cc seq. 

25 U.S.C. 2101, etse9. 

30 U.S.C. 1701, Ct se9.. 

106 Stat. 1374 

General Administration: 

31 U.S.C. 65 

31U.S.C.3901-3906 

31 U.S.C. 3512(c) 

5 U.S.C. 552 

31 U.S.C 7501-7507 

The Indian Mineral Leasing Act of 1891, as amended, authorizes mineral 
leasing on lands bought and paid for by Indians. 

The Indian Mineral Leasing Act of 1909 authorizes ojl and gas leases on 
Indian allotted lands. 

The Indian Mineral Leasing Act of 1938 authorizes oil and gas teases on 
Indian Tribal lands and provides uniformity with respect to leasing ofTribal 
lands for mining purposes. 

The Mineral Leasing Act of 1920 (MLA) provides for classification and 
leasing ofcoal, oil, oil shale, natural gas, phosphate, potassium, sulphur, and 
sodium and the payment of bonuses, rents, and royalties on such leases. 

The Outer Continental Shelf Lands Act of 1953 provides for granting of 
leases to develop offshore ene rgy and minerals; provides for bonuses, rents, 
and royalties to be paid in connection with such leases; and calls for sharing 
certain revenues with coastal states. 

The Geothermal Steam Act of 1970 authorizes the Secretary to issue leases 
. for the development of geothermal energy and provides for receipt sharing 

with the States. 

The Combined Hydrocarbon Leasing Act of 1981 provides for combined 
hydrocarbon leases and receipt sharing with the States for such leases 
within their boundaries. 

The Indian Mineral Development Act of 1982 provides that any Indian 
Tribe may enter into lease agreements for mineral resources within their 
boundaries with the approval of the Secretary. Allotted land owners may 
join Tribal mineral agreements. 

The Federal Oil and ~ Royalty Management Act of 1982 (FOGRMA) 
provides for comprehensive fiscal and production accounting and auditing 
systems to provide the capability to accurately determine oil and gas 
royalties, interest, fines, penalties, fees, deposits, and other payments owed 
and .to collect for such amounts in a timely manner. 

The FY 1993 Depamnent oflntcrior and RelatedAgencies Appropriations 
Bin requires the deduction of$68.2 million from mineral receipts before 
their distribution to States and Treasury to recover a portion of the 
government's mineral leasing program costs. 

Budget and Accounting Procedures Act of 1950 

PromptPayment Act of 1982 

Federat Managers' Financial Integrity Act of 1982 

Freedom oflnfoimation Act of 1966, as amended 

Single Audit Act of 1'984 
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Explanation ofAuthorizing Statutes 

41U.S.C.35-45 


41 U.S.C. 351-357 


41 U.S.C. 601-613 


44 U.S.C. 35 


44 U.S.C. 2101 


40 U .$.C. 486(c) 


31 U.S.C. 3501 


31 U.S.C. 3501 


31U.S.C.3711,3716-19 


31U.S.C.1501-1557 


5 U.S.C. 1104 ~seq. 


31 U.S.C. 66S-665(a). 


41 U.S.C. 25Z 


18 U.S.C. 1001 


18 U.S.C. 287 


41 U.S.C. 501-509 


41 U.S.C. 253 


41U.S.C.401 


15 U.S.C. 631 


15 U.S.C. 637 


10 U.S.C. 137 


15 U.S.C. 638 


10 U.S.C. 2306(£) 


Secretarial Order No. 3071 


Oil SpillRl!Sl!Drck 
33 U.S.C. 2701, et~· 

Walsh Healy Public Contracts Act of 1936 


$ervicc Contract Act of 1965 


Contract Disputes Act of 1978 


Paperwork Reduction Act of 1980 


Feder.ti Records Act of 1950 


Fed¢ral Asuisitiqn.Re19_I_~tio11 of l 9fW 

Privacy Act of 1974 


Accounting and Collection 

Claims 

AppropriationAccounting 

Delegation ofPersonnel Management Authority 

Anti-Deficiency Act of 1905, as amended 

Competition in Contracting Act of 1984 


F!llse Claims !\,ct of 1982 


False Statements Act of 1962 


Federal Grant and Cooperative Agreement Ace of 1977 


Federal Property and Adminisuative Services Act ~f1949 


Office of Feder.ti Procurement Policy Act of 1974, as amended 


Small Business Att of 1953, as amended 

Small Business Act Amendments of 1978 


Small Business and Feder.ti Competition Enhancement Act of 1984 


Small Business Innovation Research Program of 1983 


Truth in Negotiations Act of 1962 Authori7.ation 

The order established the Minerals Management Service in January 1982, 
under authority provided by Sectlon 2 of Reorganization Plan No. 3 of 1950 

~64Stat. 1262). 


Tide VII of the Oil Pollution Act of 1990 authori7.es the use ofThe Oil Spill 
LiabilityTrust Fund, established by section 9509 of the Internal Revenue 
Code of 1986, for oil spill research. 
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Explanation ofAuthorizing Statutes 

33 U.S.C. 2701, ~~· 

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

Executive Order 12777 

Title l, section 1016, of the Oil Pollution Act of 1990 requires a cenification 
process which ensures that each responsible company, with respect to an 
offshore facility, has established, and maintains, evidence of financial 
responsibility in ~e amount ofat least $150,000,000 co meet potential 
pollution liability. 

Section 21 (b) ofthe Omer Continent.al Lands Act, as amended, requires the 
use of the best available and safest technologies (BAST) and assurance that 
the use ofup-urdate technology is incoq>0rated into the regulatory process. 

E.O. 12777, signed October 18, 1991, assigned the responsibility to ensure 
oil spill financial responsibility for OCS facilities to the Secretary of the 
Interior (Minerals Management Service). 

The Omnibus Budget Reconciliation Act of 1993 requires the recovery of 
one-halfof the Federal Government's mineral leasing program costs, before 
distribution of receipts to States and the Treasury. 

The Mineral Leasing Act, as amended by the Federal Oil and Gas Royalty 
Management Act of 1982 (see 30 U.S.C. 191, as amended) provides for the 
sharing of receipts with States on a monthly basis from various mineral 
leasing activities under that stature on Federal lands within their boundaries. . 

The Mineral Leasing Act for Acquired Lands as amended, provides for 
leasing coal, oil, oil shale, natural gas, phosphate, and sodium on acquired 
lands and the sharing ofreceipts in the same manner as other receipts from 
the leased lands; receipts from such leasing on military acquired lands arc 
shared with the State. 

The Geothermal Steam Act of 1970 authorizes Secretary to issue leases for 
· the development of geothermal ener.gy and provides for receipt sharing with 
the States. 

Federal Oil and Gas Management Act of 1982 provides for timely payments 
ofroyalty funds and from gas and production on Indian lands to Indian 
accounts and for payments of interest to Scates and Indian accounts when 
funds are not disbursed by the date required under 30 U.S.C. 191and1714. 

The Federal Oil and Gas Royalty Management of 1982 authorizes the 
sharing ofoil and gas royalties with States and all other charges collected 
from oil and gas leases focated on public domain lands. 

This law authorizes the sharing ofall lace payment incercst collected on all 
Federal Govcnunent lands and from all minerals categories. This law 
applies to all interest paid to the FederalGovernment on or after July 1, 
1988. Any interest the Federal Government has improperly shared prior ro 
July 1, 1!988, shall not be recouped from any recipient. 

P.L. 106-33 

30 U.S.C. 181, ~ sc:9· 

30 u.s.c. 351 c;t!_S. 

30 U.S.C. 1001, ct 
seg.1721 (d), 30 U.S.C. 191, 

30U.S.C.1714, 1721(b).30 
U,S.C. 191,as amended 

30 U.S.C. 104(a), 30 U.S.C. 
191, as amended 

30 U.S.C.191a 
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