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Executive Summary 

Minerals 

Management 


Service 

FY1999 President's Budget 

The Minerals Management Service (MMS) provides major fiscal and energy benefits to 
taxpayers, States, and the Indian community. The MMS's programs provide benefits ofnational 
significance. In FY 1999, the MMS will account for an estimated $5.S billion in Federal 
receipts, in~luding $4.2 billion from Outer Continental Shelf (OCS) rents, bonuses, and royalties, 
and $1.3 billion in onshore receipts. From a taxpayer's perspective, that converts to a $4.0 
billion deposited to the General Fund ofthe U.S. Treasury to pay for Federal programs. Oflocal 
significance are $606 million in mineral revenue payments made to onshore States, 
approximately $900million1ransferred to the National Park Service for the Land and Water 
Conservation Fund, $479 million credited to the Bureau ofReclamation Fund, $101 million to 
Indian tribes and allottees, and $150 million transferred to the Historic Preservation Trust Fund. 
Additionally, coastal States will receive $115.8 million in shared mineral revenue receipts. 

FY 1999 Proposed Operating . 

Appropriations/Offsetting Collections 


dollars in thousands 

Royalty and Offshore Minerals Management $122,402 

Offsetting Collections $94,000 

Oil Spill Research $6, 118 

Total $222,520 

The largest portion ofthe MMS operating budget is obtained from the Royalty and Offshore 
Minerals Management (ROMM) appropriation. This account is comprised ofboth direct 
appropriations and offsetting collections. Direct appropriations from ROMM have declined 
since FY 1993, while MMS's reliance on offsetting collections has grown significantly. Initially, 
these offsetting collections were only used in the OCS Lands pro~ however with 
progressively more ofMMS 's budget being received from offsetting collections, authority for use 
of these receipts is now bureau-wide. The MMS request proposes raising the cap on offsetting 
collections to $94,000,000. 
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Executive Summary 

In addition to appropriations for operations, the MMS receives appropriations for distribution of 
the States' share of onshore mineral receipts. Those permanent appropriations are: 

FY 1999 Proposed Permanent Appropriations 
(dollars in thousands) 

Mineral Leasing Associated Payments (MLAP) 

National Forest Fund Payments to States (Forest Fund) 

606,581 

3,311 

Payments to States from Lands Acquired for Flood Control, 
Navigation, and Allied Purposes 

(Flood Control) 

Total 

756 

$610,648 

The United States currently depends on natural gas and oil for nearly two-thirds ofits energy 
consumption. Promising new sources ofenergy appear on the horizon, but our reliance on 
natural gas and oil is not likely to change dramatically over the next 2 to 3 decades. Because of 
this dependence, obtaining sufficient natural gas and oil supplies at reasonable prices is crucial to 
our security and the well-being ofour economy. For this reason, MMS's OCS programs are 
vitally important to the Nation; they contribute to both its economic well-being and energy 
security. 

While OCS mineral resource 
development is a major focus of its 
efforts, MMS places its highest priority 
on safety and environmental protection 
and devotes significant funding to it 
The MMS strives for the proper balance 
between providing a domestic energy 
source for the American people and 
protecting sensitive coastal and marine 
environments. 

The Federal Government is the largest 
mineral royalty owner in the United 
States. The MMS is responsible for 
ensuring ~t on average $4 billion in 

U.S. Primary Energy Consumption 

Hydrnpower I 
Nuclear •• 

Offshore Oil &Gas ••• 
OnshoR Nanual Gas ••••

Coal--····
Onshore Oil --j8~8,9J,8,Bl. 

0 S IO IS :IO lS 30 JJ 
petmnt atmmiU.S.~ 

annual revenues from Federal and Indian mineral leases is collected, accounted for, verified, and 
disbursed to appropriate recipients in a timely manner. In addition to a broad range offinancial 
services, MMS also pursues a comprehensive compliance strategy that includes an automated 
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compliance verification program to validate the accuracy 
and timeliness ofrevenues paid and an audit program 
staffed by MMS, State, and tribal auditors. The business 
environment in which MMS administers royalty 
payments is similar in many respects to that in which 
private and State land minerals owners operate. 
However, in scale of activity and variety and complexity 
oflease terms, it is significantly different. Currently, 
MMS administers the rental, royalty, and other financial 
terms for approximately 26,000 producing and 46,000 
nonproducing mineral leases. 

An MMS hallmark has been its ability to evolve in 
response to changing economic and business climates. 
Perhaps the best description of.MMS's our experience, 
especially during the last 4 years, would be learning to 
maintain high standards ofcustomer service while 
ensuring safe OCS operations and collecting, 
distributing, and verifying mineral revenues. Tight 

Executive Swrunary 

MM$ 

~i~;fu;;;,~;~lli~~97? 

• gene~( tund oflhc U.S. Treasury 

MMS will collect and disbunc 111 ~\-
estimated S68S million ID 38 Srates. J0fu1, .r l:f.' 

e~ 

@MMS will disburse apprmdmately SS4 
million ID Indian tribes and allottccs, u well 
as monitor the transfer of approximately 
S94 million fnlm prival.e firms to tribes. 

lbc S8!16 million fioln OCS n:cc1pl'I ~ 
1CC01111t for vimia\ly all oflhc filndmc 

for !he Land and Water Consctvation Fune!. 

I The SI SO mlIlion in OCS receipts is the 
sole IO= offundmf for the N:lllonal 
Hisuiric Preservation Fund 

Approximately $443 million 1n M~IS gr:~ 
n:ccipts will go to the R"larm11on Fund .. , 

of the Buraru ofRcdam.:allun · " 

budgets have challenged MMS to become more efficient while maintaining high quality service. 
The MMS is meeting this challenge with enthusiasm, dedication, and innovation throughout the 
bureau. 

Challenges for FY 1998 and FY 1999 

1998 Supplemental Request 
MMS's FY 1998 President's Budget request anq Congressional action provided a $6.3 million 
increase in the Offshore Program in response to the surging leasing activity that had occurred in 
the GulfofMexico (GOM). As it turns out, actual leasing activity greatly exceeded such bullish 
expectations. The three lease sales conducted since development of the 1998 request were not 
simply robust, but instead were all record breakers. This phenomenal leasing has outstripped 
MMS's ability to effectively perform its regulatory responsibilities to ensure continued safe and 
environmentally sound development ofthe OCS. 

To not jeopardize continued development ofthe Nation's OCS resources, with the potential loss 
ofbillions ofdollars in OCS revenues, the Administration has proposed a 1998 supplemental 
appropriation of$6. 7 million that will provide MMS with the additional manpower and scientific 
information needed to maintain its vigilant oversight ofthe OCS and to provide timely service to 
industry. The MMS delays in bid evaluations, permit reviews, and other required actions can 
cause expensive "down-time', for industry and ultimately delay the receipt of government · 
revenues from the OCS. 

The supplemental request includes approximately $1. 7 million in Regulatory Operations to 
support an expanded inspection and enforcement workforce. The prolific growth in the number 
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Executive Summary 

ofinspectable units in the GOM, and the geographical dispersion of these units over a much 
greater area, has simply spread the existing inspector force too thin, th.us threatening its · 
effectiveness. The proposed increase will strengthen the regulatory program to better ensure and 
maintain MMS's commitment to the safe and environmentally sound development ofthe OCS. 

The supplemental request includes $4.8 million in the Leasing and Environmental Program, most 
ofwhich will support environmental studies focusing on deepwater regions ofthe GOM. Very 
little is currently known about the deepwater topography and habitat in this region. Addressing 
these information needs now is essential to MMS decision-making for environmentally sound 
development. The rapid pace ofdeepwater leasing has accelerated the need for these studies. 
Industry has already invested heavily in 

Minerals Management Service deepwater regions, both in technology Funding Sources
development and in bonus bids on Fuazlyean 1994- 1999 
deepwater leases. This investment, or the 
environment, could be put at risk if:MMS 
lacks the information it needs to evaluate 
exploration and development plans, develop 
appropriate lease stipulations, and evaluate 
oil-spill response plans. 

; , .A 

ao.aoo ; ! ­
, ,..______...~-~-'·'--~--'~The 1998 supplemental request also 0 ...........----.......-..~~~~~----

1894 1885 19911 11191 1889 1999proposes $0.2 million in Resource 
. . 

Evaluation (RE). The RE workload related O• e-- o­

to lease sales and deepwater royalty relief 
has resulted in an increasing backlog ofwork necessary to the ongoing exploration and 
development ofexisting leases, such as reserves inventory, field dctenninations, and regional 
mapping and assessment Additional personnel are needed to clear up the backlog and enable ~e 
GOM Region office to keep up with the downstream RE workload resulting from the record 
sales. · 

FY1999 Budget Request 
The MMS budget request is approximately $222.5 million, an in~ ofroughly $13.9 million 
above the 1998 enacted level of$208.6 million. The $13.9 million increase includes continuing 
the work provided by the $6.7 million requested supplemental discussed above plus a further 
$7.2 million increase for 1999 to meet legislative and workload increases. The proposed 
increases are covered by raising the cap on offsetting receipts from $65.0 million to $94.0 
million. In tum, the request for direct appropriations is only $128.S million, a decrease of$15.l 
million from the 1998 level of$143.6 million. At the FY 1999 request level, offsetting 
collections would cover over 40 percent ofMMS's operating budget In addition to the current 
budget, 1hrec permanent appropriations totaling $610.6 million provide States their statutory 
shares ofmineral leasing revenues generated on Federal lands. 

The net increase of$7.2 million over the 1998 adjusted level (including the proposed 1998 
Supplemental) will enable MMS to fully fund its $5.2 million in uncontrollable cost increases. 
The remaining $2.1 million net increase, coupled with selective programmatic reductions of$3.8 
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Executive Summary 

million, will enable MMS to fund the full-year costs of the proposed 1998 supplemental (an 
additional $0.8 million), and provide $5 million to initiate a major reengineering effort for the 
Royalty Management Program (RMP). 

6 

Program 
-2 --~~.!.. 

The $5 million proposed in 1999 for RMP Minerals Management Service 
reengineering will be used to design and Components of Proposed FY 1999 Increase 
begin development ofnew automated Total Proposed Increased of$7.2 Million 

systems to implement redesigned business 
processes. The RMP faces the dilemma of 
responding to new legislative 
requirements, most notably the Royalty 
Simplification and Fairness Act (RSFA) 
with aging systems that already exceed 
accepted life cycle standards. Without this 
investment, a major risk of system failure 
and operational instability exists. 
Furthennore, the RSF A-authorized 
delegation ofroyalty management 
functions to States cannot be accommodated with the current RMP systems configuration. The 
RMP modernization is also essential for MMS to continue fulfilling its basic goal ofensuring the 
timely collection, accounting, verification, and disbursement of mineral revenues. 

The $3 .8 million in proposed program reductions include $1 .2 million for Marine Minerals 
Technology Centers program. 1bis program cannot be continued because ofthe far more 
pressing needs in MMS's core mission areas, as discussed above. The request also reflects a 
general reduction of$2.4 million to the RMP program that is made possible by improved 
efficiencies and streamlining. Finally, a savings ofS0:2 is possible in the Offshore Program due 
to the reduced costs associated with MMS's offshore air-quality monitoring activities. 
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Executive Summary 

Performance Goals Summary Table 


Goals Strategic Objectives Budget Request 

Provide for safe and Ensure safe OCS mineral $41,989 
environmentally sound development 
mineral development on 
the Outer Continental 
Shelf, and ensure that the 
public receives fair value. 

Ensure environmentally 
sound OCS mineral 
development 

$47,848 

Ensure that the public $24,481 
receives fair value for 
OCSmineral 
development 

Provide for mineral $20,994 
development on the OCS 

Provide timely, accurate, Improve the timeliness $7,142 
an'1 cost·effective mineral and accuracy ofpayments 
royalty collection and to States, Indian tribes, 
disbunement services. BIA offices, and other 

Federal agencies. 

Improve the cost $2,586 
effectiveness ofmineral 
royalty collection and 
disbursement services. 

Improve reporter's $67,490 
compliance with lease 
terms, rules, regulations, 
andliws. 

Provide Indian tribes with $1,246 
increased opportunities 
for education and for 
assuming functional 
responsibilities with 
respect to the Royalty 
Management Program. 

Improve customer service $8,745 
and communications. 
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Summary of GPRA Strategic Objectives 

Mlneral1 Management Service 


(eppnlPflated budget lllllhotlly, appn!pllmted alTsealng caledlona, 01 Sp1 ntte1rd1) 


dol9ta In ftlousandt 
Comparison by FY 1998 Uncontrollable ProgrammaUC 

Stnrteglc Objective Enacted Related Chanaa Chanaes 
~IE Amount FTE Amount FTE Amount 

Ensure safe OCS mlneral development. 316 39,048 0 1,341 18 ·1,eoo 
OCSportlon 274 33,626 928 18 1,600 
OCS portion of General Admln 42 5,422 413 0 0 

Ensure envlronmenlally sound OCS . 237 42,823 0 386 6 4,639 
mlneral development 

OCS portion 205 36,Bn 267 6 4,639 
OCS nortlon of General Admln 32 5,946 119 0 0 

Ensure that the public receives fair value for 223 23,358 0 788 3 335 
OCS mlneral development. 

ocs portion 193 20,115 S45 3 335 
OCS nortfon of General Admln 30 3,243 243 0 0 

PIOYlda for mineral devefopment on the OCS 223 21,058 0 386 3 (450) 
OCSportlon 193 18,134 287 3 (450) 
OCS DOrtton of General Admfn 30 2,924 119 0 0 

Improve the tinelinesa and accuracy 68 6,756 0 186 0 200 
of payments lo Slates, lndlan tribes, 
BIA offices, and other Federal agencies. 

RMPportfon 57 5,635 0 129 0 200 
RMP nortlon of Gen.era! Admln 9 1, 121 0 57 0 0 

Improve cost-effectiveness of mlneral royalty 23 2,442 0 68 0 78 
coneetlon and disbursement services. 

RMP portion 20 2,033 0 47 0 76 
RMP nortlon of General Admln 3 409 0 21 0 0 

Improve reportera' compliance with lease 542 63,720 0 1,764 0 2,006 
terms, rules, regulaUons, and lawa. 

RMP portion 461 53,049 0 1,221 0 2,006 
RMP portion ~fGeneral Admln 81 10;871 0 543 0 0 

Provide Indian tribes with lriaeased 12 1,176 -o 33 0 37 
opportunlUes for education and for assuming 
functional responsibilities. 

RMPportlon 10 979 0 23 0 37 
RMP oortion of General Admln 2 197 0 10 0 0 

Improve customer service and communication. 79 8,258 0 229 0 258 
RMPportlon 69 8,878 0 158 0 258 
RMP Portion of General Admln 10 1,380 0 71 0 0 

Total Minerals Management Service 1,721 208,639 0 5,181 30 8,701 
OCS & RMP portion 1,482 177,326 0 3,585 30 8,701 
General Admfn 239 31,313 0 1,596 0 0 

FY 1999 Decrease( -) 
R~uest from 1998 

FTE Amount FTE Amount 
334 41,989 18 2,941 
292 36,154 18 2,528 

42 5,835 0 413 

243 47,848 6 5,025 

211 41,783 6 4,906 
32 6,065 0 119 

226 24,481 3 1,123 

196 20,995 3 880 
30 3,486 0 243 

226 20,994 3 (64) 
196 17,951 3 (183) 
30 3,043 0 119 

68 7,142 0 386 

57 5,964 0 329 
9 1,178 0 57 

23 2,588 0 144 

20 2,156 0 123 
3 430 0 21 

542 67,490 0 3,770 

461 56,276 0 3,227 
81 11.214 0 543 

12 1,246 0 70 

10 1,039 0 60 
2 207 0 10 

79 8,745 0 487 
69 7,294 0 416 
10 1,451 0 71 

1,751 222,520 30 13,882 
1,512 189,612 30 12,286 

239 32,908 0 1,596 

D1 
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Budget Request 

Summa 

Royalty and Offshore Minerals Management 
dollars in thousand.J 

Inc(+) 
FY 1997 FY 1998 Dec(-) 
Actual EnactedIComparison by I 

Activity/Subactivity 

OCSLands 

125 -53 -1,743 
22 

0 -S3 -7,000 12,087178 13,830 468 0 4,789 
62 +7,000 

(5J 
16,265 0 0 0 53 7,000 84 23,2659 

(4,800)(4,800) (OJ (SJ[OJ [OJ (5J (OJ (OJ (OJ [OJ 
200 ·o 35,352 9 +5,25730,095 0 468 9 4,789 0 209 

00 -8,000 8,948 -8,388 
0 

204 17,336 477 -865 -71 133 -71 
4,985 0 0 71 8,000 74 12,985 74 +8,0000 3 

[2] [225) [2) [225J[OJ [OJ [2J [OJ [OJ (OJ [OJ [OJ 
204 22,321 4n -865 0 0 207 21,933 3 -3880 3 

326 28,270 0 813 0 2,200 -118 -14,000 208 17,283 -118 -10,987 
0 0 18 14,000 22,007 136 +14,000 

[9J 
8,007 0 0 118 136 

(1,650) [9] [1,650] [9] (O] 
326 

(OJ ' (OJ [OJ [OJ (OJ (OJ 
36,2n 0 813 18 2,200 0 0 344 39,290 18 +3,013 

25 2,198 0 249 0 0 12 0 37 2,447 12 +249 
84 0011,743 0 0 -12 0 72 11,743 -12 0 

(0) (O][OJ(OJ (OJ (OJ [OJ [OJ [OJ [O] 
13,941 

[OJ[O] 
249 0 0 00 0 109 14,190 0 +249109 

733 61,634 0 2,007 0 -22,876 -230 -29,000 503 40,765 -230 -20,869 
106 41,000 0 0 30 29,000 230 29,000 366 70,000 260 +29,000 

Supplemental [OJ [16) [6,675] [OJ (OJ [16) [OJ [OJ [OJ [16] [6,675J (OJ [OJ 
Total 853 95,220 839 102,634 0 2,007 30 6,124 0 0 869 ll0,765 30 +8,131 

(OJ 

Uncontrol. AppropIand Related Programmatic To FY 1999 
Changes Changes Collections Request from 1998 

Leulog & Environment 
Appropriations 130 18,S48 

Offsetting Collections 75 9,725 
Supplemental [O] [OJ 

Total 205 28,273 
Resource Evaluatloq 

Appropriations 138 11,3331
Offsetting Collections 71 7,070 

Supplemental [OJ [OJ 
Total 209 18,403 

Regulatory 
Appropriations 212 22,186 

Offsetting Collections 118 12,236 
Supplemental (OJ [OJ 

Total 330 34.422 
Inronnatlon Mngt 

Appropriations 37 2,IS4 
Offsetting Collections 72 11,968 

Supplemental [O] [OJ
Total 109 14,122 

Subtotal OCS Lands 
Appropriations j S17 S4,220 

Offsetting Collections 336 41,000 
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Budget R~uest 

Royalty and Offshore Minerals Management 
dollars in thousands 

Uncontrol.Iand Related 
ChangesComparison by I 

Activity/Subactivity 

Royalty Management_ 

Valuation & Operations 
Appropriations 

Offsetting Collections 
Total 

Compliance 
Appropriations 

Offeetting Collections 
Total 

Indian/Allottee Refunds 
Appropriations 

Offsetting Collections 
Total 

Late Dish. Interest 
Appropriations 

Offsetting Collections 
Total 

Prog. Services Off. 
Appropriations 

Offsetting Collections 
Total 

Subtotal RMP 
Appropriations 70,063 617 52,074691 0 1,578 

Offsetting Collections 16,500 0 0 0 0 0 
Total 617691 70,063 68,574 0 1,578 

Approp 

To 


CotJections 


• 

FY 1997 
Actual I FY 1998 


Enacted 

Programmatic 


Changes 

FY 1999 
Request 

2541 25,373 

I 617 56,229 
0 16,500 

617 72,729 

Inc(+) 
Dec(-) 

from 1998 

~ I 
1,247 

0 
1,247 

0 2,849 
0 0 
0 2,849 

0 0 
0 0 
0 0 

0 0 
0 0 
0 0 

0 59 
0 0 
0 59 

~ I 
4,155 

4,155 

291 
0 

291 

374 
0 

374 

0 
0 
0 

0 
0 
0 

26 
0 

26 

33,022 
0 

33,022 

34,235 
0 

34,235 

15 
0 

15 

91 
0 

91 

2,700 
0 

2,700 

254 
0 

254 

337 
0 

337 

0 
0 
0 

0 
0 
0 

26 
0 

26 

24,126 
8,250 

32,376 

25,369 
8,250 

33,619 

15 
0 

15 

0 
0 
0 

2,564 
0 

2,564 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

665 
0 

665 

854 
0 

854 

0 
0 
0 

0 
0 
0 

59 
0 

59 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 . 
0 
0 

0 
0 
0 

5sq 

582 

1,99~ I 
l,995 

ii 

ii 

0 
0 
0 

2,57~ I 
2,577 

I 0 

I 
254 

337 
0 

337 

I 0 
0 
0 

I 0 
0 
0 

26 
0 

26 

8,250 
33,623 

28,218 
8,250 

36,468 

15 
0 

15 

0 
0 
0 

2,623 
0 

2,623 
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Comparison by 

Activity/Subactivity 


Gen. Administration 

Executive Direction 
Appropriations 

Offsetting Collections 
Total 

Policy & Mngt lmpr 
Appropriations 

Offsetting Collections 
Total 

Administrative 
Operations 

Appropriations 
Offsetting Collections 

Total 
Gen. Support Services 

Appropriations 
Offsetting Collections 

Total 

Subtotal Gen Admin 
Appropriations 

Offsetting Collections 
Total 

Total ROMM 
Appropriations 

Offsetting Collections 
Supplemental 

Total 

Uncontrol. AppropIand Related Programmatic To 
Changes Changes Collections 

. 
Royalty and Offshore Minerals Management 

FY 1997 I FY 1998 

Actual Enacted
I 

1,902 20 t,815 
0 

24 
0 0 0 

24 1,902 20 1,815 

3,780 3749 3,628 
0 0 0 0 

49 3,780 37 3,628 

12,514207 182 11,618 
0 0 0 500 

207 12,514 182 12,118 

14,4760 0 6,752 
0 0 0 7,000 
0 14,476 0 13,752 

280' I 32,672 239 23,813 
0 0 0 7,500 

280 32,672 239 31,313 

1,488 156,955 1,589 137,521 
336 _41,_0QO 106 65,000 

(OJ [OJ [16) [6,675J 
1,824 197,955 1,695 202,521 

dollars in thousands 

FY 1999 

Request 


0 55 0 1,870 
0 0 0 . : I 20 

0 0 
0 55 0 20 1,870H 

0 0 I 37 3,740 
0 0 0 0II~ I n -~ · 112 00 37 3,740 

0 474 0 i 182 12,092 
0 0 0 0 500 
0 474 0 182 12,592H 

0 954 0 7,706 
0 0 0 0 7,000 
0 I 0 

954 0 0 14,706H 

0 1,595 0 0 239 25,408 
0 0 0 0 0 7,500 
0 1,595 0 0 239 32,908 

I 

0 5,180 0 2,026 -230 -29,000 1,359 122,402 
0 0 30 0 230 29,000 366 94,000 

(OJ [OJ (16J [6,675J [OJ [OJ [16] [6,675J 
0 5,180 30 2,026 0 0 1,725 216,402 

Budget Request 

Inc(+) 
Dec(-) 

from 1998 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

-230 
260 
[16J 

30 

55 
0 

55 

112 
0 

112 

474 
0 

474 

954 
0 

954 

1,595 
0 

1,595 

-15,119 
29,000 

0 
13,881 
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Budget Request · 

Summary of Requirements 

Comparison by 
Activity/Subactivity 

011 Snill Research 
Oil Spill Research 

Total OH Splll Research 

FY 1997 
Actual 

26 6,440 

26 6,440 

Oil Spill Research 
dollars in thousands 

FY 1998 
Enacted 

26 6,118 

26 6,118 

Uncontrollable 
and Related 

Changes 

0 0 

0 0 

Programmatic 
Changes 

0 0 

0 0 

FY 1999 
Request 

26 6,118 

26 6,118 

Inc(+) 
Dec(-) 

from 1998 

0 

0 

0 

0 
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Budget Request 

All Appropriations 

Justification of Uncontrollable Cost Changes 
dollars in thousands 

FTE Amount 

Working Capital Fund Changes (ROMM; General Support Services) 92 

The change n:Oe.c:ts expected changes in the charges for Deparuncntal services and other services through the 

Workers Compensation Payments (ROMM; General Support 
Services) 

-328 

The adjustment is for changes in the costs ofcompensating injured employees and dcpcndc:nts ofemployees 

working capital fund. 

who suffered accidental dca!hs while on duty. Costs for 1999 are for the 12-months ending June 1997 and arc 
paid to the Depanment ofLabor, Federal Employees Compensano~ Fund, pursuant to S U.S.C. 8147(b) as 
amended by Public Law 94-273. 

1999 Pay Raise (ROMM; all activities) 3,149 

ihe amount displ~ ~resents the addition costs offunding an estimated 3.0 % January 1999 pay increase 
for GS-series employees and the associated pay rate changes made in otherpay series. 

1998 Pay Raise (ROMM; all activities) 1,077 

The a.djustmc:nt is for an additional amount needed in 1999 to fund the remaining 3-month ponion oflhc 
estimated cost of the, on average, 2.8 pc:n:c:nt pay in~ dfec:tive in January 1998. 

- -

Unemployment Compensation (ROMM; General Support Services) 31 
--· 

The adjustment is. for c:hanges in the cost ofunemployment compc:nsation claims to be paid to lhe Dcpanmcnt of 
Labor, Federal Employees Compc:nsation Account, in the Unc:mplbymmt Trust Fund, pursuant to Public Law 
96-499. 

Rental payments to GSA (ROMM; General Support Services) 599 

The adjustment is for c:hanges in the cost payable to GSA raulting 1i'om c:hangcs in rales for office and non-
office space. 

Retirement system charges 701 

This cost reflects the I.SI% increase cost to the bureau ofCSRS retirement paymc:nts oft"set by the OPM-
dctcnnincd FERS c:hmges reductions based on actuarial ecpcricnce. 

Expiration of$80 per Employee Surcharge -141 

The $80 per employee sun:barge included in the Federal Wodcforce Restructuring Act expires in 
1998. 

5,180Total Adj~tments 
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Budget Request 

Justification of Program Change 
Gulf of Mexico Initiative 

1999 
OCS Lands Budget Program 
Subactivity Request Changes(+/-) 

Leasing & Environment 
35,352 +4,956S(OOO) 

214 +9FTE 

Resource Evaluation 
21,933$(000) +335 

209 +3FTE 

Regulatory 
$(000) 39,290 +2,200 

354 +18FTE 

Information Management 
14,190$(000) 0 

109 0FTE 

Offshore Minerals Management 
110,765 +7,491 

+30 
$(000) 

886FTE 

The President has requested a FY 1998 budget supplemental for MMS's Outer Continental Shelf 
(OCS) Lands Activity of$6.675 million due to the huge and sudden increase ofworkload in the 
GulfofMexico Region. In addition to continuing the work provided by the FY 199& 
Supplemental, the FY 1999 request includes a net increase of$816 thousand. The increase is 
needed in FY 1999 for the full-year cost 
ofthe additional personnel requested in 
the supplemental. This increase is GulfofMexico Leasing Activity 
partially offset by decreases from one­
time costs associated with space 
acquisition and redesign. 

Background 

Since the formulation ofthe FY 1998 
budget request for the Outer Continental 
Shelf Lands Activity ofthe MMS, three 
record-breaking oil and gas lease sales 
have occurred in the GulfofMexico. 

•Elda yar illcl1lda bleS tiam ane Ccmral OOM ule llld GDC Wastrm OOM ale.When the FY 1998 request was 

Fiscal Years 1992-1997 

,_ 1117 

Fiscal YClll' 

Minerals Management Service 15 FY 1999 Budget Justification 



Budget Request 

formulated, ·there had been several robust lease sales, but only one record-breaking sale. The 
MMS did not expect that trend to continue. However, advances in technology, along with 
legislative incentives and increasing demand combined to produce four record-breaking sales. 
The last sale, the Western Gulf ofMexico Sale 168, held in August 1997, was 33 percent larger 
than the one held a year earlier. This Western Gulf Sale, which is traditionally smaller than the 
Central Gulf sale, set a record for the largest 
number oftracts bid on in ultra-deep water Bonus Bids
(80o+ meters). hcc:nt Sale Tn:nd vs Proposed Budget Increase 

bUIJov ofdo/Jan 

These record lease sales bring increased 
revenue from bonuses, rents and royalties. The 2.5 

last four record sales in the Gulf ofMexico 2 

produced over $2.4 billion in bonuses as 1.5 

compared to $0. 7 billion from the four previous 
sales. The next step is the realization ofrents 
and royalties from increased oil and gas 0.5 

production. Without the staffand resources to 
Lu&support and oversee this increased production Four 
Sali::sactivity, the benefits ofincreased domestically 


produced..energy resources, royalty revenues, 

and employment opportunities may not be realized. 1bat is why the FY 1998 supplemental and 

this FY 1999 increase are so critically needed. 


Safety and Environmental Protection Concerns 

The MMS has a strong commitment to safety and environmental protection. The phenomenal 
rise in activity has outstripped the ability of .MMS to perform environmental reviews ofproposed 
projects on a timely basis. For example, in the past fiscal year MMS received 14 percent more 
requests for approvals of long distance pipeline rights-of-way than the year before. these 
requests had already increased 21 percent in 

GulfofMexico Initiative Increase 
by Subactivity 

rniUiolu ofdolllln 

Rcsouz= Evalwmon Rqularory 
S0.335 S-2.200 

Leasing/ 
EnviramD=t 

$4.956 

the previous 2 years. More pipeline 
applications are requiring full environmental 
reviews - those that required full reviews rose 
from 9 to 21 in 1997 (133 percent). The 
number of industry applications that requiics 
more complicated technical and environmental 
reviews has also risen dramatically. The 
increasing sophistication and complexity of 
offshore operations, which now include subsea 
production systems, riserless drilling, remote 
operations, etc., have placed a demand on 
MMS staffthat can only be met with better 
training for existing staffand hiring of 
additional personnel to share the workload. 
These are only a few examples, from a very 
long list ofactivities, where MMS is being 
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Budget Request 

inundated With record numbers ofrequests to permit complex activities (e.g., deepwater 
operations plans and commingling applications). When we formulated our FY 1998 budget · 
request, we estimated that we would receive 730 plans ofexploration/development. Instead we 
actually received 995, or 36 percent more. Industry shows no sign ofslacking offthis pace. A 
significant number ofnew drilling rigs are under construction. 

The significant escalation ofactivity in the Gulf of Mexico has also increased both the level and 
complexity ofMMS's OCS monitoring activities. The number ofoperators has grown over the 
past several years from approximately 100 to over 130. Some of these operators are not as 
experienced as the more seasoned players and require more oversight. This is coupled with the 
fact that the offshore industry downsized significantly during the 1980s, which reduced the 
skilled labor pool. The presence ofworkers without much offshore experience is placing an 
added burden on the inspection and compliance program. 

The MMS is committed to ensuring that industry maintains its excellent safety and 
environmental protection record. Unless this record is maintained, industry will not be able to go 
forward with its ambitious plans for the Gulf ofMexico because the public will lose confidence 
in the integrity of the program. In addition, the Nation will lose the significant contributions that 
the Gulf ofMexico makes to the economy in the form ofrevenues and natural gas and oil. 

Proposed Increase: 	 FY 1998 Supplemental (+16 FrE; + 56.675 million) 
FY 1999 Request (+14 FrE; + S0.816 million) 

The FY 1998 Supplemental and the FY 1999 programmatic increases divided into three basic 
categories: Environmental Studies and Environmental Assessment Study; staffing; and staffing 
support. 

Environmental Studies (+$4.0 million) and Environmental .Assessment Study (+$.350 million) 
FY 1998 Supplemental (+$4.350 million) 
FY 1999 Request 	 (assumed conJinuation ofSupplemental) 

The MMS's ability to provide the energy resources for the Nation in an environmentally safe 
manner is dependent on MMS's ability to make informed decisions based on the best available 
science. Little ofthe scientific data MMS has obtained on the GulfofMexico has been in 
deepwater which is the focus ofcurrent industry activity. A Deepwater Workshop and the 
Deepwater Subcommittee ofthe OCS Scientific Committee identified the need for considerable 
more information about the deepwater environment and the effects ofindustry activity on that 
environment. Workshop deliberations, involving expem from industry, academia, and the 
government, took into consideration past and ongoing studies. A strong consensus developed 
that little is known about the deep ocean habitat in terms ofthe biology and physical 
oceanography. Information needs were framed around the likelihood of dramatically higher 
production flow rates, possibly resulting in large oil spills with difficult response options, and a 
complex but poorly known bottom topography, which may increase the hazards associated with 
facility anchoring and pipeline routing. Addressing these information needs is essential to MMS 
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decision-m8k.i.ng for environmentally sound development. Information provided by the studies 
will be used for preparation ofEnvironmental Impact Statements, Environmental Assessments 
(EAs), development of lease stipulations, and evaluation ofplans ofexploration and 
development and oil spill response. 

Staffing Increases: 
FY 1998 Supplemental (+$1.55 million) 
FY 1999 Request (assumed continuation ofSupplemental which was 

partial year funding plus an additional $1.216 
million to bring to fall year funding) 

The following table summariz.es how the proposed increase in 3 0 FI'E would be utilized. 

FTE JUSTIFICATION -

2 Prq>are statements ofwork and manage deepwater studies. 

4 Perform environmental reviews and p~ (NEPA) documents in support ofthe expanding 
inventoiy ofGulf ofMexico OCS leases. 

.3 Perform document and dllta management associated with the tremendous growth in sales 
activity. 

3 Perfonn work related to the ongoing exploration and development ofexisting lC$es, such as 
reseives inventory, field determinations, and regional mapping and assessment 

12 The rapid buildup ofexploration and production activities ofindustry within the past year has 
caused a considerable workload strain on the New Orleans, Houma, Lafayette and Lake 
Jackson District Offices. A recent resource allocation study recommended expanding the 
Lake Charles Subdistrict to a full District Office and shifting the boundaries ofthe current 
districts. This will balance the inspection and application review workload among the 
Districts and stn:ngthen the program. The new alignment will result in five Districts With SSO 
to 900 platforms each and approximately 30-40 drilling rigs. 

6 Perform safety management md tcdmical reviews. The surge ofindustJy activity demands 
more focus on safety management, along with more technical reviews ofdrilling and 
production operations, more accident investigations, more civil penalty cases, and more 
special inspections. One indicator ofthis is the increased civil penalty workload arising from 
inspections ofoffshore operations. Civil penalties are sought when a violation of 
environmental and safety regulations is so egregious as to constitute a threat ofserious, 
irreparable, and immediate hann to the environment The total workload on civil penalty 
cases bas grown from SO in FY 1995 to 84 in FY 1997. In FY 1998, over 100 cases are 
estimated to be worked. Fines collected rose from$131K in FY 1995 to S159K in FY 1997. 

Staffing Support Increases: FY1998 Supplemental (+$. 775 million) 
FY1999 Budget Request (-$.400 million) 

Provision is made within the FY 1998 Supplemental for acquisition, renovation and rental of 
space for the additional personnel required to perform the aforeµientioned work. The FY 1998 
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Supplementitl includes some one-time startup costs for acquisition, construction and provision of 
proper space and office equipment. In FY 1999 the acquisition costs will not be necessary. 

Technical training for safety management and technical reviews ( +$.100 million) and 
geoscientist recruitment costs (+$.075 million) are requested in the FY 1998 Supplement.al and 
are assumed continued within the FY 1999 base, as these are ongoing critical requirements for 
recruiting and maintaining a "state ofthe science,, technical staff. 

Cross walk to GPRA Objectives 

Strategic 

Objectives 


Code 


0 l .xx.O1.99 

0l .xx.02.99 

01.xx.03.99 Ensure that the public receives fair value for 20,995 +335 
. OCS mineral development 

Ol.xx.04.99 Provide for mineral development on the OCS 17,951 +150 

Strategic Objectives 

Ensure safe OCS mineral development 

Ensure environmentally sound OCS mineral 
development 

Totals 

1999 
Budget 
Request 

32,201 


39,618 


110,765 


Program 
Changes 

(+/-) 

+2,200 


+4,806 


+7,491 
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Justification of Program Change 
Reduction in Air Quality Funding 

OCS Lands 
Subactivity 

1999 
Budget 
Request 

Program 
Changes (+/-) 

Leasing & Environment 
$(000) 

FTE 
35,.352 

214 
·167 

0 

Resource Evaluation 
S(OOO) 

FTE 
21,933 

209 
0 
0 

Regulatory 
S(OOO) 

FTE 
39,290 

354 
0 
0 

Information Management 
$(000) 

FTE 
14,190 

109 
0 
0 

Offshore Minerals Management 
S(OOO) 

FTE 
110,765 

886 
·167 

0 

In FY 1996, Congress appropriated $267 thousand for air quality support expenditures in the 
GulfofMexico (GOM). During FY 1997, these funds were used to: 

1. 	contract for a study that compared the capabilities ofexisting air quality models, relative to 
:MMS's regulatory and environmental assessment needs; 

2. 	purchase a trajectory model to support GOM regulatory modeling needs; and 

3. 	acquire computer hardware and software for air quality modeling or for technical review of 
digital deliverables from existing :MMS air quality study contracts. 

In FY 1998, the GOM Region plans to acquire a Region-scale grid-based model to support future 
OCS lease sale Environmental Impact Statement analyses and other similar Region-scale 
environmental assessment needs. The model purchased will be based on the results ofthe FY 
1997 air quality model comparison study. 
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In FY 1999; the GOM Region anticipates that $100 thousand will be sufficient for air quality 
support, allowing MM:S to propose a reduction of$167 thousand. The $100 thousand retained 
will be used for support costs, as well as air quality modeling or monitoring needs. 

Strategic 
Objectives 

Code Strategic Objectives 

1999 
Budget 
Request 

Program 
Changes 

(+/~) 

Ol.xx.01.99 Ensure safe OCS mineral development 32,201 -167 

0 l .xx.02.99 Ensure environmentally somtd OCS mineral 
development 

39,618 0 

Ol.xx.03.99 Ensure that the public receives fair value for 
OCS mineral development 

20,995 0 

Ol.xx.04.99 Provide for mineral development on the OCS 17,951 0 

Totals 110,765 -167 
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Justification of Program Change 
Reduction in Funding for Marine Minerals Research Centers 

OCSLands 
Subactivity 

Lea.sing & Environment 
S(OOO) 

FTE 

Resource Evaluation 
$(000) 

FTE 

Regulatory 
S(OOO) 

FTE 

Information Management 
$(000) 

FTE 

Offshore Minerals Management 
S(OOO) 

FTE 

1999 
Budget 
Request 

35,352 
214 

21,933 
209 

39,290 
354 

14,190 
109 

110,765 
886 

Program 
Changes(+/-) 

0 
0 

-1,200 
0 

0 
0 

0 
0 

-1,200 
0 

The Marine Minerals Research Centers (MMR.Cs) were reauthorized under the Marine Minerals 
Resources Research Act of 1996, and placed under oversight of the Department of the Interior. 
The MMR.Cs were funded in the amount ofSl.2 million in FY 1998 and the Minerals 
Management Service is providing management ofthe program. The mission of the MMRC's is 
to conduct research on the exploration and extraction ofnonenergy minerals from the seabeds of 
the continental shelves, deep ocean, and arctic regions. 

The MMS recognizes the importance ofthe investigations and technological development that 
these centers pursue, particularly the longer term research. However, due to the urgent need for 
increased funds for deepwater oil and gas research, and higher research priority for oil and gas 
exploration and extraction, in general, MMS is proposing to eliminate funding for the MMR.C's 
in FY 1999 and focus limited research funds on deepwater oil and gas studies. 
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Strategic 
Objectives 

Code Strategic Objectives 

1999 
Budget 
Request 

Program 
Changes 

(+/-) 

Ol.xx.01.99 Ensure safe OCS mineral development 32,201 -600 

O l .xx.02.99 Ensure environmentally sound OCS mineral 
development 

39,618 0 

01.xx.03 .99 Ensure that the public receives fair value for 
OCS mineral development 

20,995 0 

O l .xx.04.99 Provide for mineral development on the OCS 17,951 -600 

Totals 110,765 -1,200 
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Justification of Program Change 
Royalty Management Reengineering 

RMP 
Subactivity 

1999 
Budget 
Request 

Program 
Changes(+/-) 

Valuation & Operations 
$(000) 

FTE 
25,391 

254 
2,500 

0 

Compliance 
$(000) 

FTE 
28,200 

337 
2.SOO 

0 

Indian/Allottee Refunds 
$(000) 

FTE 
15 
0 

0 
0 

Late Dish. Interest 
$(000) 

FTE 
0 
0 

0 
0 

Program Services Office 
$(000) 

FTE 
2,623 

26 
0 
0 

Royalty Management Program 
$(000) 

FTE 
72,729 

617 
5,000 

0 

In FY 1996, the Royalty Management Program (RMP) began a reengineering effort to improve 
the business processes of its compliance operations. On April I, 1997, the Associate Director for 
Royalty Management, supported by the Minerals Management Service (MMS) Director, 
expanded the scope of this initiative to include RMP's financial and accounting operations and 
declared it RMP's highest priority. The principal objective ofthis initiative is to design, develop, 
and implement reengineered core business processes, with supporting systems and procedures, 
for the 21st century. The MMS requests a program increase of$5 million ($2.5 million in 
Valuation and Operations and $2.5 million in Compliance) to initiate implementation ofthese 
reengineering improvements. 

The $5 million increase will enable MM:S to begin modernization ofits existing automated 
systems as needed to support reengineered RMP processes. A reengineered process is essential 
to achieving the high levels ofperformance and efficiency sought by MMS managers and 
customers. Modernization ofthe systems infrastructure is essential for MMS to continue 
foJfimng its mission to timely collect, verify, and distribute mineral revenues from Federal and 
Indian lands. • 
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The MMS envisions a phased implementation of the new processes, culminating in a radically 
different program than we have today. This initiative will lead to a program that is highly 
integrated, process centered, focused on outcomes, less costly, and viewed by both customers and 
others in the financial services industry as the best. The new business processes must be flexible 
and capable ofmeeting customers' and suppliers' needs, which include: 

- Supporting the collection ofroyalties, both in-cash and in-kind. 

- Supporting delegated activities related to royalty administration. 

- Permitting the use ofa variety ofmethodologies to value production. 

The strategy of the reengineering initiative is to provide better service with less cost. This 
strategy, combined with the principal objective ofimproving core business processes, supports 
MM:S's Strategic Goal Number 2-Provide Timely, Accmate, and Cost-Effective Mineral 
Royalty Collection and Disbursement Services. The reengineering initiative, once successfully 
implemented, will also enhance RMP's ability to perform related financial services for other 
customers. In the development ofnew business processes, RMP's reengineering design team bas 
been guided by the following performance stretch goals: 

- Ensure compliance with applicable laws, lease terms, and regulations for all leases in the 
shortest possible time, but no later than 3 years from the due date. 

- Provide revenue recipients with access to their money within 24 hours ofthe royalty due 
date. 

The RMP is currently examining different approaches to gathering baseline data for these stretch 
goals. We will include these goals in a later version ofour GPRA plan. 

Bacmound: 

The RMP faces the dilemma ofresponding to new legislative requirements, most notably the 
Royalty Simplification and Fairness Act (RSFA), with aging systems that already exceed 
accepted life cycle standards. The aging systems represent a major risk to RMP and its 
customers that future system reliability and operational stability will be jeopardized. 
Furthermore, one particular new challenge for MMS, the RSF A-authorized delegation of royalty 
management functions to States, cannot be effectively accommodated with the current RMP 
systems configuration. 

Other factors that were highly influential inpumiing a strategy for change are Royalty Policy 
Committee recommendations for streamlined reporting and Inspector General reports calling for 
greater operational efficiency. In addition, continued Federal downsizing and growing 
expectations for better service at less cost led RMP managers to conclude that maintaining the 
status quo, with improvements on the margin, was not an acceptable strategy for RMP's future. 
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To address these issues and to improve operating efficiency and effectiveness, RMP established 
the Program Reengineering Office in FY 1997 within existing resources to manage and 
coordinate its programwide reengineering initiative. Initial tasks of this office included mapping 
core business processes, bench marking with others to determine best business practices, 
identifying customer needs and expectations, investigating reengineering approaches, evaluating 
RMP's current system, and identifying necessary system revisions. 

The RMP is finalizing a preliminary design report of the future RMP. The design calls for 
sweeping changes in RMP' s organization and business processes, automation infrastructure, and 
information reporting needs. The report recommends RMP abandon its current functional 
orientation and organize and manage future work in two end-to-end core business processes: the 
financial management process and the compliance and asset management process. Further, the 
report recommends retaining the :financial management process in its centralized location to 
collect reports and payments. It recommends instituting regional basin teams to focus the 
compliance and asset management process on producing mineral leases to assure that royalties 
are correctly paid. Significant changes in current regulatory reporting requirements are also 
being recommended to reduce reporting burden for RMP and industry. Final designs for future 
RMP operations are scheduled for summer 1998. 

The proposed increase will enable RMP to begin its phased implementation ofits new business 
processes and automated support systems. The following table spreads this proposed increase 
across RMP' s GPRA Strategic Objectives. 

Crosswalk to GPRA Strategic Objectives 
in thousands ofdollars 

Strategic PrQgram 
Objectives 

1999 
Budget Changes 

Code Strategic Objectives Request (+/-) 

+400 
to Statc:.s, Indian tribes. BIA offices, and other 
Federal agencies. 

Improve the timeliness and accuracy of payments 5,96402.xx.05.99 

02.xx.06.99 Improve cost-effectiveness ofminmal royalty 2,156 +148 
collection and disbunmimt services. 

02.xx..07.99 Improve reporters' compliance with lease terms, 56,276 +3,880 
rules, regulations, and laws. 

+71 
opportlmities for education and for assuming 
functional responsibilities. 

02.xx.08.99 Provide Indian tn'bes with increased 1,039 

+50102.xx.09.99 Improve customer sc:Mce and communication. 7,294 

72,729 +S,000Totals 
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Justification of Program Change 
Royalty Management Buyouts/Streamlining 

RMP 
Subactivity 

1999 
Budget 
Request 

Program 
Changes(+/-) 

Valuation & Operations 
$(000) 

FTE 
25,391 

254 
-1,900 

0 

Compliance 
$(000) 

FTE 

28,200 
337 

-523 
0 

Indian/Allottee Refunds 
$(000) 

fTE 
15 
0 

o· 
0 

Late Dish. Interest 
S(OOO) 

fTE 
0 
0 

0 
0 

Program Services Office 
$(000) 

fTE 
2,623 

26 
0 
0 

Royalty Management Program 
$(000) 

fTE 

. 

72,729 
617 

-2,423 
0 

RMP proposes this reduction as savings achieved through: (1) FY 1997 buyouts authorized by 
the Federal Workforce Restructuring Act of 1994 and (2) an FY 1998 reduction to the accounting 
support services contract In the President's FY 1998 Budget, RMP proposed a $3.6 million 
budget reduction for these savings, but the House and Senate conferees reconciled a difference in 
their respective funding levels for RMP by restoring $2.4 million ofthat proposed reduction. 
This FY 1999 proposal eliminates that restored funding. 

In FY 1998 RMP achieved buyout savings attributable to 36 employees who left government 
service in FY 1997. The RMP absorbed the work ofthese employees. Additionally, RMP's 
accounting support services contract, which is essentially a labor contract, was recompeted at a 
lower level ofeffort in FY 1998. This contract has been used over the past several years to 
provide a wide range of support for royalty mission operations. RMP's streamlining efforts 
produced internal efficiencies enabling us to absorb the work ofseveral contractor staff, so 
contractor workload is now performed by the RMP workforce. Savings from the FY 1997 and 
FY 1998 payroll reductions and other efficiencies were not fully reflected in RMP's FY 1998 
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appropriation. Therefore, R1viP proposes that the remaining savings be reflected in our FY 1999 
proposal. 

MMS plan to maintain the current high level ofperformance achieved through streamlining and 
improved efficiency ofoperations. MM:S will continue to work to identify further efficiencies 
and reengineer processes to continue high performance levels in the future. 

The following table spreads this proposed reduction across RMP's GPRA Strategic Objectives. 

Crosswalk to GPRA Strategic Objectives 
in thousands ofdollars 

Strategic 
Objectives 

Code Strategic Objectives 

1999 
Budget 
Request 

Program 
Changes 

(+/-) 

02.xx.05.99 Improve the timeliness and accuracy ofpayments 
to States, Indian tribes, BIA offices, and other 
Federal agencies. 

5,964 -200 

02.xx.06.99. Improve cost-effectiveness ofmineral royalty 
collection and disbursement services. 

2,156 -72 

02.xx.07.99 Improve reporters' compliance with lease terms, 
rules, regulations, and laws. 

56).76 -1,874 

02.xx.08.99 Provide Indian tribes with increased 
opportunities for education and for assuming 
fimctional responsibilities. 

1,039 -34 

02.xx.09.99 Improve customer service and communication. 1).94 -243 

Totals 72,729 -2,423 
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Appropriations Language Sheet 

ROYALTY AND OFFSHORE MlNERALS 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 ofnot to exceed eight passenger 
motor vehicles for replacement only; [$137,521,000 ofwhich not 
less than $68,574,000 shall be available for royalty management 
activities;]~ and an amount not to exceed [$65,000,000] 
/\to be credited to this appropriation and to remain available until 
expended,. from additions to receipts resulting from increises to 
rates in effect on August 5, 1993, from rate increases to fee 
collections for Outer Continental Shelf administrative activities 
performed by the Minerals Management Service over and above the 
rates in effect on September 30, 1993, end from additional fees for 
Outer Continental Shelf administrative activities established after 
September 30, 1993: Provided, That $3,000,000 for computer 
acquisitions shall remain available until September 30, [1999] /\ 
Provided further, That funds appropriated under this Act shall be 
available for the payment ofinterest 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 farther, That 
notwithstanding any other provisions of law, $15,000 under this 
heading shall be available for refunds of overpayments in 
connection with certain Indian leases in which the Director ofthe 
Minerals Management Service con~mred with the claimed refund 
due, to pay amounts owed to Indian allottees or tribes, or to correct 
prior unrecoverable erroneous payments. (Department of the 
Interior and Related Agencies Appropriations Act, 1998.) 

OIL SPll.L RESEARCH 

For necessary expenses to carry out title I, section 1016, title IV, 
sections 4202 and 4303, title VII, and title VIII, section 8201 ofthe 
Oil Pollution Act of1990, $6, 118,000, which shall be derived from 
the Oil Spill Liability Trust Fund, to remain available until 
expended. (Department of the lnlerior and Related Agencies 
Appropriations Act, 1998.) 

$122.402.000 
$ 94.000.000 

ZQQQ 
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Justification ofProposed Language Changes 

Royalty and Offshore Minerals Manaeement 

Deletion: "ofwhich not less than $68,574,000 shall be available for royalty management 
activities" 

The language proposed for deletion restricts the MMS from committing fiscal resources to 
critical areas ofneed. The deletion is proposed to enhance MMS's ability to manage its 
resources in an effective and efficient manner. Current reprogramming requirements provide 
appropriate levels ofnotification to the Congressional Committees while permitting reasonable 
management latitude for sound program operations. 
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Receipts 

The Minerals Management Service (MMS) is responsible for the collection of all mineral 
leasing receipts collected from Indian, and Federal onshore and offshore (Outer Continental 
Shelf) lands. 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 statute which in most part is based on land category (various types of public 
domain and acquired lands) and source type (oil and gas, coal, and other mineral royalties, 
etc.). 

MM:S is responsible for the disposition of all OCS collections and about 97 percent of all 
Federal onshore collections into receipt accounts. The remaining 3 percent of collections are 
from acquirC:d national grasslands administered by the Department of Agriculture (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 transferred to the Bureau of Indian Affairs for distribution to Tnl>al and Indian Allottee 
accounts: 

Legislation also determines how receipts are classified for budgetary pwposes. 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 Government's 
power to tax or fine. Offsetting receipts are further defined as: 1) Proprietary receipts which 
offset budget authority and outlays (most onshore receipts fall into 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 includes: 

• 	 An explanation as to the distribution of onshore and offshore royalty revenues into receipt 
accounts. 

• 	 A discussion of the changes between the FY 1998 and FY 1999 receipt estimates. 

• 	 A summary description of current onshore and offshore royalty and rental rates, and bonus 
criteria and other lease information. 

• 	 For FY 1998 - FY 2003, tables of the: 

o 	 estimated receipts by source type and by account, 

o 	 detailed backup information from which the gross estimates are developed (estimated 
price, production, etc.) 
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o 	 transfer payments made to coastal states under section 8(g) of the OCSLA (payments 
to onshore states are provided in the Permanents section). 

Distribution of Receipt Accounts 

The following flowcharts describe the flow of onshore (Diagram 1) and OCS (Diagram 2) 
mineral leasing collections into receipt accounts. First, as checks or electronic 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. coal, other minerals royalties, etc.); 

Land category (acquired Forest, public domain, OCS, etc.); and 

Location. (to determine recipient States' or counties' shares if applicable). 

If reports are filed correctly by payors, this process usually takes about one month. 

Onshore Accounts. 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 information is necessary to disburse States' shares to States' treasuries. The acquired 
lands collections shared with counties are electronically transferred to the USDA for 
disposition into receipt a.ccowrts. 

The collections from public domain lands leased under Mineral Leasing Act (MLA) authority 
are shared 50% with the States (Account 5003), 40% with the 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 depeDding 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 903 share of mineral leasing 
receipts. 

MMS transfers to the Bureau of Land 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 ~ General Fund receive 50 percent shares. 
Since there is no production from the NPRA, all the General Fund share is deposited into 
Account 1811 (rents and bonuses). MMS transfers Alaska's share (account 5045) to Bureau of 
Land Management for semi-ammal disbursement. 

The Energy Policy Act of 1992 requires the Secretary of the Interior to disburse montbly to 
States all mineral leasing payments authorized by Section 6 of the Mineral Leasing Act for 
Acquired Lands. Therefore, MMS also reports the following accounts: Accounts 5008.1 and 
5243.1 are the Federal and States' shares (25 and 75 percent respectively) of receipts 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 
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Government's 25 percent share of these collections will be deposited to the General Fund 
(either Account 1811 or 2039). In the past, MMS transferred these collections to USDA and 
the Corps of Engineers for annual disbursement to States and Treasury. 

As required by the Omnibus Budget Reconciliation Act of 1993, the amount deducted from 
onshore mineral leasing receipts prior to the division and-distribution of such receipts between 
the States and the Treaswy (net receipts sharing) is credited to the miscellaneous receipts of the 
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 Accounts. OCS receipts are deposited into accounts depending on source: rents, 
bonuses, or royalties. Also, interest earned on collections held in escrow are deposited to a 
separate account. Amounts held in escrow accounts are not included in receipt totals. 

In order to pid on an OCS lease tract offered for sale, a bidder must submit an upfront cash 
deposit equal to 115 of the entire proposed bid. This money is deposited into escrow (account 
6705), accruing interest, until MMS has determined the prot>osed bonus is at lwt equal to the 
fair market value of that tract. If rejected, the 115 upfront deposit, plus interest, is returned to 
the bidder. If the bid is accepted, the 1/5 bonus, the remaining 4/5 bonus, and the first year's 
rent are deposited into the receipt account for OCS rents and bonuses (Account 1820). 
Accrued interest is deposited into Account 1493. Future OCS rents, due on the anniversary 
date of lease issuance, are also deposited into Account 1820. OCS royalties, due from payon 
at the end of the month following the month of production, are deposited into the OCS royalty 
account (Account 2020). 

The payments made to coastal stat.es for their 27·percent share of OCS collections within the 
S(g) :zone, the area approximately 3 miles seaward from the State/Federal boundacy, flow · 
through Escrow Account 6707. The last table provides information as to actual and estimated 
payments for these states. 

Deposits are also made into Escrow Account 6704 pending the resolution of a dispute between 
Alaska and the Federal Government as to the location of the State/Federal boundary in the 
Beaufort Sea. Sale boIJIJSCS collected between 1979 aDd 1991, as well as rental payments. total 
over $442 million. The legal issues have been analyud by a Special Master appointed by the 
United States Supreme Court. The Supreme Cmqt reached a decision in FY 1997 and 
distribution instructions are expected by mid FY 1998. The total estimated intctcst is 
approximately $1.119 billion and total for rents and bonuses is $442 million. Upon receipt of 
distribution instructions, an estimated $559.6 million will be deposited into a Treasury interest 
account (Account 1493) and the $221.3 million in principal will be deposited into the Treasury 
account for rents and bonuses (Account 1820). The remaining halfof the interest ($559 .6 
million) and the rents and bouuses ($221.3 -million) will be deposited to accounts established 
for Environmental Improvement and Restoration FUDd, enacted November 14, 1997 (Tide 4, 
Section 401) (5425.10, Court Award rents and bonuses; 5425.20 Interest earned on rents and 
boDUses; 5425.30 Court Award OCS escrow interest). 
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Budg~ Request 

Most of the 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 funding source of the 
HPF ($150 million) and the major funding source of the mandated $900 million required for 
the LWCF. The other two sources for the LWCF are $1 million from motor boat fuel taxes 
and receipts from the sale of surplus government property and materials. 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 of States' grants is determined by various criteria which are not 
related to the amount of OCS receipts collected offshore their coastlines. 
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Distribution ofOnshore Receipts 


Suspense Acct. 3875 
All monies cotlected from payors waiting to be identified by 

system as to source and recipient 

Adjustments for 

Mineral leasing program cost 

11-Interior (3%2,,,,I 1 Adjusted Subtotal ofCollections l 
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e for dblrtbutlon 
asury Ind countict 
jj.a to netNft(pt.~.... 

°" 
General ll'uad 


25%. 


Mineral Ln1ln1 & Anoe. Pymt1. _ 

S% 

to States 
AcctS248.1 

to States 
Acct5243.J 

__J~5% 
Treasury

[ Jlfflam•tlo• l'und 11' IA~~t50~~! 

itlonal petroleum R~ - AJuka Acct S04S 

£ 




f 
i 


I 

~ 

l 
en 

g 

w 
00 

-~ ~ 
\C 

tr1 
~ 

~ 
~ 

~ 

~ 

g.
g 

Distribution of Offshore (OCS) Rec~ipt Accounts 


identified by system as to source and recipient. 

Escrow 

Accl. 6707 

Escrow 

Acct. 6704 
Alaska/Federal 

:t.tes• 27% lhare ofmill. (After raoJuUon) 
emu.a. & rvy.llia 

r 
:tly to coutel Statel 

Escrow 

Acct. 6705 

• Rejected 

General Fund General Fund 

Acct 1820 Acct2020 

In order ofpayment 

l. Land & Waler Conserv. 
Acct. SOOS.7 

13 Land & Water Conserv.~ 1 
_• _ Acct. SOOS.8 ~a: e not 111fficlw 

After payments, any remaining monies are reported in Accls 1820 and 2C 

Suspense Acct. 3875 

All monies collected form payors waiting to be 

General Fond 


Acct 1493 


Interest 


.and & Water Conservation Fund 
~eceipts must total $900 million/year. 

>ther contributing sources: 
GSA sale of surplus goods --->-­
Motor Boat Fuels Tax 



Budget Request 

Onshore Mineral Receipts 
FY 1998 Estimates vs. FY 1999 Estimates 

(Dollars in thousands) 

1998 1999 Change ExDJanation 

DOI Proorietarv Onshore Minenl Receipts 

Rents & Bonuses 

Oil &Gas 56,757 56,096 -661 Continued relinquishmem of leases. Level bonus 
activitv 

Coal 61,593 61,593 - Continued It.a.Sing in Powder River Basin. Level 
ratt 

Geocbermal 838 838 - Level iDrerest in leasirur and raiWs 

Oil Shale 5 5 - Emect comcant rental level 

All other 1,700 1,700 - Anlicinmd level interest in leasin2 and rentals 

R&B 120,B9J 120,232 -661 

. Royalties 

Oil &Gas 736,818 T11,T19 +34,961 Incrase is due to higher gas royalties based on 
im:Rasing price ( +1.85%) and produaion 
(+7.19%). Oil royalties will remain stable due to 
price iDcrases offsetting a CODliDued decline in 
oroduction. 

Coal 305,830 313,441 +7.611 Increases in po 

. ·on (+3.0")• 

Geothermal 21,830 20,380 -1 ,4SO Small dec:rease based on producUon decreases at 
some locations, new projects scbcduled to aoan 
line late in fiscal year will affect fuiuR ya.r 
rovahies•• 

All other 36,436 36,836 +400 Small incrases in lead, DOWb, sodium and zinc 

Royalties 1,100,9 l,142,4 +40,855 (Audit collections included in above fipres) 
14 36 

TOTAL 1,221.S 1,26'2,6 +40,155 
fTI 68 
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Budget Reguest 

Outer Continental Shelf Minenl Receipts 
FY 1998vs.FY1999 Estimates 

1998 

(Dollars in tlwusands) 

1999 Change Emlanation 

DOI Undistributed Propriety OCS Mineral Recelots 

Raits 126,000 163,000 +37,000 Due to anticipated new leasing 

Bonuses 1,084,000 820,000 -264,000 Despite new technology for locating oil 
and gas reserves, the bonus trend is 
slighlly downward as better prospects 
are leased first. 

subtotal, R & B 1,210,000 983,000 -227,000 
-

Royalties 

Oil royalties 1,352,900 1,540,300 +187,400 Increase based on 1.95" price increase 
which is augmenled by a 14.14fi 
increase in production . 

Gas royalties 1,689,000 1,694,SOO +s,soo ~based OD decline in production. (-1.13%) whkh is more than offset by 
Drice increase (+ 1.85fi) 

Minimum 35,000 35,000 -
rovalties 

Other (audits, 2,343,SOO 53,900 -
suspense, 
mhlhur. eu:.) 

nlbtotal, 3,130,800 3,323,700 +192,900 
nwallia 

Escrow 1,561,962 0 -1,561,962 Resolution of Alasb/Fedcral boundary 
(principal & dispure in FY '17, widi cxpeaed 
imerest) disbunement ADril l, 1998. 

TOTAL 5.902,7&2 4,306,700 -1.596.062 
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Mlneral Leasing Receipts by A~count 

i 
~ 

dollBrS In thousands 

I 
FY1998 FY 1999. FY 2000 FY 2001 FY2002 FY 2003 

Account Estimate EaUmate Estimate . Estimate Estimate Estimate 

t·:!~;"!\'V'.r ,... ·.,.. ,-,, . ·:- -~". "l'j.•·;.;~."~V.41 'l. r . '-':·T.-/ T - ·1-:;- ;t. ~~..~··· ·\;~:·~.,.-:~ ' 1'. .... ; .. . ._- . :Onshore Mlneral Leasing ":.rd~~~'" "· :· , ~ · .:t,,~ b,, ., .. 1 . _. ,: T:~-;t;~~l~1 · ~ ".• ·~ ·' 1 ~. · 1· · . ., :J~. .r:· .~~ '· ·~.-..1~ Lt· .::-~.t · ' 1'i · · · i . · . ~ · ;. . .. ; 
.. ... ""l;.; .-• • , _a,.. ,~. - ,,.,_ ,, , "ti. 1- •-.::i~.,'I \- Lil---- • ~ . ....... \..>'"" ... ... .. ~ . _ ... ,_ ' · . · . '
· t • 1.­

1811 Rents and Bonuses 11,375 11,328 11,263 10,907 10,744 10,565tfl 

3. 2039 MLR Royalties 104,389 108,496 108,214 111,623 113,774 116,792 
NRS - States share 22,058 22,058 22,058 22,058 22,058 22,058 
NRS - Federal share 21,683 21,683 21,683 21,683 21,683 21,683 

Total2039 148,130 152,237 151,955 155,364 157,515 160,533 
XXXXXX Hardrock 0 0 0 0 0 0 

5000.24 Recfamatlon Fund 462,318 478,521 481,143 489,330 497,261 508,589 
5003.02 Payments to States 586,327 606,581 609,858 620,092 630,006 644,166 
5243.10 Forest Fund, states share 3,233 3,311 3,294 3,341 3,379 3,433 
5008.10 Forest Fund, Govt share 9,699 9,932 9,882 10,022 10,137 10,300 
5248.10 Flood Control (States share) 726 756 749 766 781 803 

•- Subtotal, Onshore 1,221,808 1,262,888 1,268,144 1,289,822 1,309,823 1,338,389 

~ 

If,'.~!,.,.. f'. · ; ~- -- •" f .' .~:t·.,,,..-. · ":". -': .."tr>;";_..,.,, , - .,,. ;.;.• ' f " f 'C t • . .,~.(~ 'f. ·-·~· . \ "!: ":'>! '. , ... .. ..,. ' · ·.-:. ,". >' " : . . \ ' 
J::;:~~~': ~ ~-.;._:-:;-1, · ~ .;~ft;.;:·{',;-." t~ ~ ..:_:_:~j])_;~ ·. ·. ~:_ ._\ '::· '".".~ · -. i : . :~: ~:1' :~ ~; . -.'· ~. i. " - ~- ·-· _·1 ~ :: , ~~ ·- -· . i 

2419.10 Royalty-In-kind fees 400 400 400 400 400 400 
2259.00 Sale of publlcatlons 100 100 100 100 100 100 

r:•~~·1~·;r-··.,,.~-- -·-r· ~-- , ,...... 1.~ ·u-,.-~..- 1....··r•" ·"lr· ·-,Outer Contlnental Shelf L't'!l··'l·r: ;:"": :;:·. :·.~ : •.;i :,Ji.:.:":.:,';!-.:-.f~~ -~:::,·~:~/ ·.. 1 r '.;,t:.•. .:j'.t.:_r\ ~,.!:. { ,".:;ir '.: i~.~ · ~· ·< ·. 
1820 OCS Rents and Bonuses 425,350 157,338 O O O o 
2020 OCS Royalties 3,011,400 3,204,300 2,905,200 3,086,600 3,230,400 2,838,800 

5005.7 LWCF (OCS R & 8) 855,988 897,000 758,000 727,000 639,000 575,000 
5005.8 LWCF (OCS royalties) O 0 139,000 170,000 258,000 322,000 

5140.00 Historic Preservation (OCS R & B) 150,000 150,000 150,000 150,000 150,000 150,000~ 
5140.02 Historic PreservaHon (OCS royalties O O O O O o-:§ 5160.03 Everglades Restoration Fund O O o o o o 

t 
t:EI 

I 


1493.00 OCS Escrow Interest 559,644 590,453 o o o o 

5425.10 Court awan:f, OCS rent and bonuses 221,338 (221,338) 

5425.20 Interest eamed, envlronmental lmpr 20,540 (20,540) 

5425.30 Court awan:f, OCS escrow account I 559,644 (559,644) 


Subtotal, OCS 5,803,902 4,197,570 3,952,200 4,133,600 4,277,400 3,885,800 

I· 
1Bt:tm·{~ ~;. ;:?!~~~:?~?t:. ~;l:.?'.:~<~-:·~;);~~~~~::~;·~::·:~~7: ~~~-· !":;~; . l .~~,~::?~~~~~~=:'~ .-~-·-i._..:-.-~ ,. · · . ~: · ~.: ~ · · ~ 

TOTAL, Mineral Receipts 7,026,210 5,460,736 5,220,844 5,423,922 5,587,723 5,224,689 

t:EI 
g. 
c 

I 



Department of Interior 

i 
~ 

Mineral Leasing Receipts by Commodity Source 
doR818 In thousands 

f FY 1998 FY 1999 FY 2000 fY 2001 FY2002 FY 2003 !!
Estimate Estimate Estimate Estimate Estimate Estimate 

~ Onehore Mlneral Leasingen 
~-:'".(~:~.'*~~"-.;.~~,.,!... -'- .~~. ·.t· .. ·.f>.: ~;;.--~'Tt~:·:""'.'"'!:::""":":>' "-:-~ -·~ ::~·;• :R-f ·.1~·:. -:~·- ·~ ....Rents and Bonuses r ·r .- ... ~..... .. ·~.·r. ·"'t-:· :· ·,..•·: .:r,.,... 1 · .~.'• ~ ..• ...~> c .,,.~ ~ l t\ ~ r,.;it,t-'.· ... . ... ... , ,, .. ~- ,..·. _I\ J ·M': ~ I 
~- Olland Gas - -56:-757 · · s6,o9e ·· 5s,361· · · 54,511 · ' 53,774 52,796~ 

Coal 81,593 61,593 61,593 58,598 57,600 56,602 
Geothermal 838 839 839 839 839 839 
Oii Shaie 5 s 5 5 5 5 
All Other 1,700 1,700 1,700 1,700 1,700 1,700 
Subtotal, Rente and Bonue88 120,893 120,233 119,504 115,713 113,918 111,942 

-·,1··,.....,....~ .... ~-,~~-~....-·. -.........".,.____, . .. ... ....,..•. .,•. ..,.. ~.,..~·• ~-- n-·- ..._ · ...--·· -1
Royaltfes ; : ~ ~-·:~ '.::: ·; : · ~ ··:t<: : ._: .).~·: . .· '.j~ !.;f~ ~~~: 7 1~::?,>"\· ·.:~.. ftt!! ~~·~.. ... Iii·.... ,: -, "( 

Oil and Gas 736,818 771,779 765,850 788,872 805,324 832,520 
Coal 305,830 313,441 323,127 328,472 329,819 333,165

f:; Geothermal 21,830 20,380 23,780 23,480 23,180 22,880 
011 Shale 0 0 0 0 0 0 
All Other . 36,438 38,838 36,885 37,285 37,585 37,884 
Subtotal, Royaltlea 1,100,914 1,142,438 1,149,643 1,174,109 1,195,907 1,226,449 

Subtotal, Onehore 1,221,807 1,262,868 1,269,147 1,289,822 1,309,825 1,338,391 

2419.10 Royalty-In-kind fees 400 400 400 400 400 400 
2259.00 Sale of publlcatlons 100 100 100 100 100 100 

~':r'f''-~-·~....'l'!"~~ ......l":"-'1<...-:.l('r•;. ,-. •"Jll:.;.".4-...:·~- ~~<-•.--~·- •• ·-1~ Outer Continental Shelf , ·.~ :w-:r:~i .: ;.~~···~·•'.·.tt.~·r-;,?!J~r ~~~;.;-~-..~.•./:·~.~:l~'.... ·~.~.Pr6:':·~·· •!-;·~11.~ -.;· . • ·- ~ ... i ... .... 
~ OCS Rents and Bonuses 1,210,000 983,000 908,000 877,000 789,000 725,000 

t 
D1 OCS Royalties 3,011,400 3,204,300 3,044,200 3,256,600 3,488,400 3,160,800 

OCS Escrow Payout 442,675 
OCS Escrow Interest 1,119,287 
Interest Earned; Environ lmprovm 20,540~ 
Subtotal, OCS 5,803,902 4,187,300 · 3,952,200 4,133,600 4,277,400 3,885,800 ~ r!-r:\.._::.-·:::-:·T·.;~· ~· ~ .~--:-:-... -- · · ~· (~.. ~:~-:·· ·. :---:~~ • ~. · .: : :~- ~.,_,~ - ..·: · a.;4··:·-· ·"'·· . .... -· ·-·· ··· ··1c. 

g TOTAL, Mineral Receipts 7,026,209 5.450,468 5,221 ,847 5,423,922 5,587,725 5,224,691 
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Olland Gae8 
Rents 

NPRA 
Lower48 
ANILCA 

Bonuses NPRA 
Lower48 
ANILCA 
Subtotal, O&O 

e Coal 
Bonuses 
Rents 
Subtotal, Coal 

Geothennal 
Rents and Bonueee 

011 Shale 
Renta and Bonuaee;J­ other Mlnerals~ 
Rents and Bonusea b::1 

t Total, R&B 

~ 
t:tl

S. 
g 

Onshore Rents and Bonuses 
do0813 In thousands 

FY1998 
Estimate 

FY1999 
Estimate 

FY2000 
Estimate 

FY2001 
Estimate 

FY2002 
Eetimate 

FY 2003 
Estimate 

m=i"~?-~•,.-.~ \ .• .-«"l'l'f1!"""~,.r.,........'.':"!tr".....~-.ra!":Y""'~~........:i. ......... f.-J ll":'i r-f'lh!:,. .,,. ' •J'I!: m"" ,~ "'~· -.p .,,
~m.\'!i\ •!!:;tl~·';~·,~.'h:t11N~!:>¥_'.;1'·:~·1iV:l~,t.·~'t~·: w;·~!'lf~~,,~!i .r.~-.~! ·'-•;•~t· !.c~~~~fijf ~"°'.~~1~: ..... ,, ~ 

.. . 
! 

0 0 0 0 0 
24,079 24,402 24,656 24,642 25,026 

0 0 0 0 0 
0 0 0 0 0 

34,000 33,000 32,000 31,000 30,000 
0 0 0 0 0 

58,079 57,402 56,656 55,842 56,026 

~'"''C>Jl,.,....,,..~..,...,""'1':1~"n~' -it:""r.;l"'<." ""''' - . .... .,... F''f\'''"'"'""'"'· ,. . ,. ,,.,.-~'1'F"' ' *''/ ' "ft' " j"...
~~~~}.~~f~~.:~tfi._ i.:~.~·;).i~ r.;.rt~"~\.~~1 ~ : .-·:·,~r ~,,:i~·-~v. _t' 1.'i\1..:~~~-~-~~ : :: ..· •i.·.:; .:~ ~~~'-!.' ~ri l" a .f.· ·~· : ~~ =-. . · .:·~~'·tll:· .,. • ' &.-•'• ,. •.. ,. >. ·~lo-- -...I•- .-.• . <# •. J l ii1. q ;1_ I }l .:S.. . <& -:-\..t"' ·, J .- • ......, . _ ~ ~,........ • . • ' ' ~ . ..... ... •• ., ~ .,,... 

60,000 60,000 60,000 57,000 56,000 • 
1,700 1,700 1,700 1,700 1,700 

81,700 61,700 81,700 58,700 67,700 

Sl!ll'i2P.!!1if. -. -·~• · -•» .~ ·· 

1 -~ti · . 
- · - __ ., 

-·~'!P;HJft~'l""-"'11~~~..,1';1·:.-._'Ttf'·r·~>'P(.t · .-,.. ...,.,, .,....,'T.."l''~l"· . • ·\~~ .,. . l.f'"'f~ :-''."'-
• J, : .;l, :,.L"fllVf::Jri1¥!l.,,!'!ill~~' ~:' ~.J~t.~; :4.\ .i~~"';·:'~:t ·· ·i ; ~1! f. ti· ·'():·f~·!t~~~~ '':' ·' . .i· .·~ ~ .l 

838 838 838 838 838 

0 
25,026 

0 
0 

29,000 
0 

54,026 

_,, .. , .. · J 
' _ ..., 

55,000 
1,700 

56,700 

-:-r - 1 
: .... 

838 

~t~.r~~·~-::'f_..-.'"•"r.""?'· 'l':".'\'.....~ ':>. ·.~ '• '1 " ' '"'':'(.'l":'l"'l•• ...•1-""~'J"Y-·• . 1",_ 'll°''J'Jt'": .•. ., r~·.- l 
~~!l.~.~1~~~13.i1~~ ..~~t.~-;:~~1J!f~::·~~~-ft~~..~~~\~;!~":r!,t:._f: :}J-;'!1!f-;.·: ~1?;":" >~:~:...t~:f1 ~1:.·...~~·i~.;fll.: :·( ;'. '. ~ ..,,.~··;:; i.· ·- \ 

5 5 5 5 5 5 

m?:!~~;~~~.ey~~wm~r;:~.,;;:,; ' • (:;;:;:i • ';F q,l{~Y..~~·~:: . ~·-s·~· ··1i · : · ···m; i>Vi,· -' 
1m1~:.111iB11'~.:_ ·,, .~,\'. 1 ' .. g·~~'t 1 '_ : · ~ _ ~;: ~ ~- · ~. . ··· :i~!r·~r .. . . .~.....................'!'J'Ji1~~1f'f~~-~~~~:r.-~:-~ 1 :· .,~:~.·~~J~·~;~~:.trt- '; ·


1,700 1,700 1,700 1,700 1,700 1,700 

122,322 121,645 120,899 117,085 115,269 113,269 ~ 

ii.... 

http:l.~.~1~~~13.i1


Budget Request 

OCS Rents and Bonuses 
Bonus Revenue Estimates ($MM) 

Actual High % in Total 8(g) to Receipt 
Number Date Sale Area Bids FY 8(g) States Estimate 

155 9713795 Western Gulf of Mexico 116 160% 6 1 109 
157 4/24/96 Central Gulf of Mexico 512 100% 26 7 505 
161 9/25/96 Western Gulf of Mexico 352 0% o 
144 9/18/96 Beaufort Sea 14 0% o 

Bonus Total 614 
Rents 77 
Total ·Actual FY 1996 Receipts 691 

44&Jiii&P4fi%t.i?IE:ftW:~w~11?¥'~&mmtJE®2~1¥J~&w;~£!tM! 
161 9/25/96 Western Gulf of Mexico 352 100% 18 5 347 
144 9/18196 Beaufort sea 14 100% 1 o 14 
166 3/5197 Central Gulf of Mexico 811 100% 41 11 BOO 
158 · deferred Gulf of Alaska-Yakutat O 
149 6/11/97 Cook Inlet O 100% o 
168 8/27/97 Western Gulf of Mexico 599 0% o 

Bonus Total 1,161 
Rents 81 

168 8127197 

Total· FY 1997 Receipt Actuals 1,242 

Western Gulf of Mexico 599 100% 30 8 591 
169 mid98 Central Gulf of Mexico 500 100% 25 7 493 
171 late 98 Western Gulf of Mexico 380 0% 0 
170 late 98 Beaufort Sea 20 . 0% 0 

Bonus Total 1,084 
Rents 120 
Total • FY 1998 Receipt Estimates 1,204 

170 late 98 Beaufort Sea 20 100% 1 0 20 
171 late 98 Western Gulf of Mexico 380 100% 19 5 375 
172 mid99 Central Gulf of Mexico 430 100% 22 6 424 
173 late 99 Cook Inlet 1 100% 0 0 1 
174 late 99 Western Gulf of Mexico 340 0% 0 

Bonus Total 820 
Rents 129 
Total • FY 1999 Receipt Estimates 949 

174 late 99 Western Gulf of Mexico 340 100% 17 5 335 
175 midOO Central Gulf ofMexico 400 100% 20 5 395 
1n late 00 Western Gutf of Mexico 290 0% 0 
176 late 00 Beaufort Sea 5 0% 0 

Bonus Total 730 
Rents 145 
Total • FY 2000 Receipt Estimates 875 
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Budget Request 

OCS Rents and Bonuses 
Bonus Revenue Estimates ($MM 

Sale Area 

~~~~iiii§-
1n late 00 Western Gulf of Mexico 15 4 286 
176 late 00 Beaufort Sea o o 5 
178 mid 01 Central Gulf of Mexico 19 5 365 
179 late 01 Gulf of Alaska-Yakutat o O 1 
181 late 01 Eastern Gulf of Mexico 2 O 30 
180 late 01 Western Gulf of Mexico O 

Bonus Total 	 687 
Rents 	 157 
Total - FY 2001 Receipt Estimates 	 , 844 

E~Mi&t@OOMe&:UfiiW~~~~.:aiS-
1so late 01 Western Gulf of Mexico 270 100% 14 4 266 
182 mid 02 Central Gulf of Mexico 340 100% 17 5 335 
183 mid 02 Chukchi Sea 20 100% 1 O 20 

late 02 	 Western Gulf of Mexico 240 0% O 
Bonus Total 621 
~ts 	 1~ 

late 02 

Total - FY 2002 Receipt Estimates 756 

Western Gulf of Mexico 240 100% 12 3 237 
mid03 
late 03 

Central Gulf of Mexico 
Western Gulf of Mexico 
Bonus Total 
Rents 

320 100% 
220 0% 

Total - FY 2003 Receipt Estimates 

16 4 316 
0 

552 
140 
692 

mid04 
late 04 

Central Gulf of Mexico 300 100% 
Western Gulf of Mexico 190 0% 
Bonus Total 
Rents 
Total ­ FY 2004 Receipt Estimates 

15 4 296 
0 

513 
129 
642 

mid 05 
late 05 

Central Gulf of Mexico 300 100% 
Western Gulf of Mexico 190 0% 
Bonus Total 
Rents 
Total - FY 2005 Receipt Estimates 

15 4 296 
0 

483 
95 

678 

late 03 Western Gulf of Mexico 220 100% 11 3 217 

late 04 Western Gulf of Mexico 190 100% 10 3 187 

Minerals Management Ssvicc 4S 	 FY 1999 Budget Justification 
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Budget Request 

OCS Rents and Bonuses 
Bonus Revenue Estimates ($MM) 

rate 05 Western Gulf of Mexico 100% 10 3 187 
mid06 Central Gulf of Mexico 100% 15 4 296 

late 06 Western Gulf of Mexico 0% o 


Bonus Total 483 

~~ n 
Total • FY 2006 Receipt Estimates 556 


~SMU'l~@i:wi!ilflifii~#JE·~@:;tii~®!i!~~~:tk1A®i'* 
late 06 Western Gulf of Mexico 190 100% 1o 3 187 

mid 07 Central Gulf of Mexico 300 100% 15 - 4 296 

late 07 ·Western Gulf of Mexico 190 0% · O 


Bonus Total 483 

Rents 53 

Total-FY 2007 Receipt Estimates 537 
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Offshore Royalties 

! 
~ 

doflars In thousands 

I 
 FY 1998 FY 1999 FY 2000 FY 2001 FY2002 FY 2003 

Estimate Estimate Estimate Eatimate Estimate Estimate 

i:r..- .. :"" .....~.."'...~··: ~··~ ~-~~~..,,....,~-~ ~........... ':'!'f.~'t'•" ·~ ....-'~;~ r·~r~·.

OH (mll.bbla.) Jojo•. ,,•;· I. ;.•·;··.~.~~'ii;"'l.t.,,.~i .·;~.I~.. ·;;. a......~ .11• .,...• .,• . • •·. "! ·•·'Ji, •••".:,.,L~~~· _;. ,v:·· .. , , '"::'f! ...... l ... - . . . . • # • 11~~1'" ·- .............. 'ii'"'l".fJ',, , ... -·.. ... 


Alaska 0 0 0 2 3 13
tll 

POCS 48 43 38 34 30 27
3. 
TotalGOM 433 511 563 577 594 613
R 

GOM Royalty Production 433 506 543 543 542 536 

Total Royalty Production 481 549 581 579 575 576 

Royalty Rate 0.1478 0.1446 0.1417 0.1396 0.1392 0.1381 

Esl/OMB Price per barret 19.02 19.39 19.80 20.21 20.63 21.08 

Royalty Receipts ($MM) $1,352.9 $1,540.3 $1,832.6 $1,634.6 $1,853.6 $1,675.7 


~·:?""'"" •.,,....'!l'!'r'"'T..........."!l'l_·...,"'l"7'"'·~~P!"J" ..,,.. .,.ft.·~~ .......,....... ' ..
Gae (mll. Mcf) J5~·f!Z"'•·'"".- +~·:~·~i.~~{ ~·~··'.' · ~ .. ;i.·r::~'lf)·,.". ~~~.•f,' .... · ~·~: . ·'t' it\'f.JP.:.~: -.~ ...,. •·· ~· ··· \ " 

POCS ~ n ~ ~ ~ w 
TotalGOM 4,933 4,896 4,902 4,811 4,639 4,568.... 

-.J GOM Royalty Production 4,932 4,880 4,841 4,688 4,394 4, 104 

Total Royalty Production 4,968 4,912 4,870 4,714 4,417 4, 124 

Royalty Rate 0.1574 0.1568 0.1551 0.1524 0.1486 0.1465 

Actual/OMB Price 2.16 2.20 2.25 2.30 2.35 2.40 

Royalty Receipts ($MM) $1,689.0 $1,894.4 $1,699.5 $1,662.4 $1,542.5 $1,450.0 


Total OH and Gas Royalty $3,041.9 $3,234.7 $3,332.1 $3,287.0 $3,196.1 $3,125.7 

Minimum Royalty 35 35 35 35 35 35 

Audit Setttements 53.9 53.9 53.9 53.9 53.9 53.9 


~ - Other Suspense 0 0 (258) 0 258 0 

State's Share 8(g) (119.4) (119.4) (119.4) (119.4) (54.4) (54.4)
"° "° 

I 
"° 

Total $3,011.4 $3,204.2 $3,044.1 $3,256.5 $3,488.1 $3,160.2 . 
tJ1 

i 
c: 
Q. 

g. 
g 
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Actual and Estimated Payments to Coastal States~· 
Under Section OCSLA 8(g) 

f 
~ 

(actual dollars) 

I 
FY 1997 Actual Payments . ll 

Royalties Sale Mandated Section 7 
State & Rents Bonuses Payment Rents Total 

(IJ 

Alabama 12,738.,5i1 0 700,000 	 13,438,521l·I Alaska 146,409 574,255 13,400,000 3,210,286 14,120,664 
Callfomla 3,695,644 0 28,900,000 32,595,644 
Florida 11,962 0 11,962 
Louisiana .12,541,505 5,689,689 8,400,000 26,631,194 
Mississippi 521,215 0 200,000 721,215 
Texas 1.0,901,907 1,098,845 13,400,000 25,400,752 

~I 	 Alabama 12,816,755 0 700,000 13,516,755 
Alaska 146,409 0 13,400,000 13,546,409 
California 3,295,895 0 28,900,000 32,195,895 
Florida 12,035 0 12,035 
Louisiana 12,818,529 5,312,337 8,400,000 26,330,865 
Mississippi 524,416 0 200,000 724,416 
Texas 10,968,861 1,025,967 13,400,000 25,394,828 
Total 40,382~9001 6,338,304 65,000,000 111.721,204 

Total 40,557, 163 7,362:,78.9 65,000,000 3,210,286 112.:919,952 

FY 1998 Eatlrnated Payments 

FY 1999 EeUmaled Payntenla 

~ - Alabama 
Alaska 

14,938,323 
146,409 

0 
0 

700,000 
13,400,000 

15,638,323 
13,546,409 

~ 
\0 Califomla 2,944,840 0 28,900,000 31,844,840 
tD 

t .... 

Florida 
Louisiana 
Mississippi 

14,028 
14,707,285 

611,223 

0 
3,920,544 

0 
8,400,000 

200,000 

14,028 
27,027,828 

811,223 

~ Texas 
Total 

12,784,546 
46,146,654 

757,171 
4,677,715 

13,400,000 
65,000,000 

26,941,718 
115,824,369 

g.
0 = 



Budget Request 

summary Descnvt1on • Federal 0 nshore Leases 

Bonus 


Oil & Gas 

Competitive: 

Leases issu.cd under MU (Prior to 
 Under Ml.A, for S years: c:omimled if capable Under MI.A, bomues 
12123/87), ro)'3lty assessed on leases 1-5 ycan, ~is of commercial production. are based on fair market 
amount of production llld ranges fl/acre/yr. Secretarial 10 years: for leases wr value. 
from 12.5 3 to 33". Onter on 12192 enacted wr !be Nat'l 

reduced to $1/acrelyr Energy Polley Act of 1992. 
through 2198. ~r~rcial 

pn>duc1ion, the le$$0r pays .mininn1m ruvaltv. 


Compdlim: 

Leases issued under I.RA are set 11 


Royalty Rate Rents Lease Duration 

Under I.RA, n:m is see above Under I.RA, bonus is 
12.511 . SI.SO/acre/yr for years DOt less than S2.00/acrc. 

1-.5 11111 $2.00/acn:lyr 
for years 6-10. 

Non-Competitive: 

Based on 12.5" of prodw:lion. 
 Under Ml.A, ran is 10 years: coP!imled if All leases are nov.­

$1/acrelyr for years 1­ capable of commercial offered only by 
praduccion (dlan lessor pays competitive DIQnS 

$3/acrelyr and KGS 
10. SOG leases are 

mjrrinnm1 royalty) 
$2Jacrelyr but are 
Sl.lbj«t ID above remaJ 
nduc&imL 

NPRA: $3/KR/yr 10 years or 1w 
Set by n:,wation llt 16.66". 
However. no Droduction 

.. 
Coal 

Past·FCL\A (1976): 12•.5" of 

valae. Secmuy may set lower n1e 
 Illdcfillim period widi 20­Radllrais Bid unoum nut be 
for UDderJll'CllUlld mints. CUrmldy $3/am/yr. year n:adjmZmalll. equal ID or J1URf chan 

t'air marut value. Al 
least 112 lbc UIDUlll for 
lease in a year mm be 
offered ditouJh defemd 
bomls biddim. 

Pre-FCLAA: 

8". 

S. lS/IDD tmdeqrawld and S.175/IDll RGllll nle is scelbc>Ye -~ mrface mines Sl/acrelvr 
Geotbamal 

Gaienlly set for individual leases. 10 years; cxmrjn11ed ifCompeddft: Ccapetfdft: if widlin a 
By sum il may not be less than $2JIUC/yr or Clplhle of producing .ICmwn Geochermal 
10" DDr more 1baa 1.5" of die v1luc S.5/a&relyr for yn 1-5 commen:ial quamiries. Resource Alu, lease is 
of aam le DOt less than .5" of lbc by le&led bid 
value of deminenliz.ed water. 

ifchoose 110t ID file 
~petfdft: ifrepon lbawiDa 

sipificam omslde KGRA. lease is 
expmtinnu ID by aver-dle<ounlu 
develop. buls. 
N~ 
Sl/KRfYr foryn l·.5 
mS $4/ICR/yr for 

V'Bln. 

Other Minerals 

Roy.)ty is paid tmecl OD leue ltnDS 
 Varie.\ by commodiry. 20 Campetidve (vs DOD-

and vuies by commoclily. 
Based OD SllllD and 

years subjec& ID n:adjusmwll c:ompemive) leases an: 
by CODlllllldity and 
zqulalion. mil varies 

every 10-20 yan awarcbl tD highest 
l'lllgCS S>.2.S • qmli&d bid evttdiq 
I/acre/yr fair mamt value. 

Ml.A ·Mineral lasiDg Act; lRA - Leuma Reform Acl; NPRA - Nlliaml PmoJcum Ruerve-Alub 
FC.M. - Fcdenl Coal Leasin& Amcrclrnenb N:.t of 1976 
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Summarv Descriution - Federal OCS Leases 

Rovaltv Rate Rents Lease DunitioD Bau.us 
ls set for each sale an:a in its Final 
Notice of Sale. It may be: 
1. Based on w•r dcplb- Leases 

issued after V93 on a sale by 
ale ham: 12.5 I for Gulf watm 
depths > 200m or 16.661 for 
wmr depths < 200m. 
Issued before 1193: 12.51 for 
water depdls > 400m or 16.661 
for water depths < 400m. The 
12.5 I is also used for Alaska &: 
certain pans of Califomia 

2. SJidiDB·sWC (12.5~1) based OD 

average of all produdion 
3. Stq>-scale which im::reaw by 

SlqlS u production increases 
4. Flat rare of 33.331 + 
5. Net profit share which require 

royalty only aflcr cenain 
cxncndirures arc recovered 

~-1993: $3/ac~year 

wi1h a few $10/ac~ 
fur drainage sales. 
Post-1993: on a-sale­
by -sale basis, 1bc 
Secmuy may charge 
$5/acre with $2/acre 
ttmsfcrrr.d to OCS or 
~.SO/a.ere with 
$4.50/acre nansfem:d 
ID OCS for deepwaeer 
lnCIS. Most post 
Minimum royalty at 
above rm a&r Jeue 
dcClncd capable of 
coinJDercial 
production. 

5 Ye&rl (DCt m exceed 10 
yn). Cominued if capable of 
commm:W production. 

Based on fair market 
value. Minimum bid of 
$25 to $150/acre subject 
to sale by sale review. 

For both onshore and OCS leases, once a lease bas been drilled and a commen:ial discovery been made, a minirmun royalty is paid until 
production aclUally begins. The minimum royalty rm is lhc same as die ram! re, 
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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 development ofmineral resources located on Federal lands. Revenues for these payments are 
derived from, bonuses, rentals, and royalties collected from Federal onshore mineral leases and 
payor late payment interest MM:S distributes these funds in accordance with various laws that 
specify the basis for and timing ofpayments. 

Ml\.18 disburses all the monthly mineral leasing payments to States. All States' monthly 
payments include late disbursement interest. The Bureau ofLand 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 to Alaska for its share ofNational Petrol~um 
Reserve-Alaska (NPRA) receipts. · 

IncuI ded under this headingare the fio owmg permanent appropnations: 11 

Permanent Appropriations 
tJmU:r. in thousands 

-

Appropriation States 
Slwe 

FY 
1997 

Actual 

FY 
1998 

Estimate 

FY 
1999 

Estimate 

Change 
from 
1998 

Estimate 

Mineral Leasing Associated 
Payments (MLAP) 

500/o 564.392 586.327 606,581 20,254 

National Forest Fmid Payments 
to States (Forest Fund) 

25% 3,515 3,233 3,311 78 

Payments to States from Lands 
Acquired for Flood Contro~ 
Navigation, and Allied Pmposes 
(Flood Control) 

75% 807 726 756. 30 

Total 568,714 590,286 610,648 20,362 

Note: For an explanation ofhow mineral leasing collections are distributed among the various Sates and Federal 
accounts, please refer to the following section titled Receipts. This section also includes details on the 
assumptions used to develop the gross mineral receipt estimates such as additional amounts due to the audit of 
contract settlements, and production and price forecasts. 

Distribution Statutes 

For MI.AP, the Mineral Leasing Act (MLA), 30 U.S.C. 181 ~provides that all States be paid SO percent ofthe 
revenues resulting from the leasing ofmineral resources on Federal public domain lands within their borders (except 
Alaska which receives 90 percent). 

Forest Fund payments to a State are determined by the total revenues collected from mineral leasing and production 
within its botmdaries except for the Forest Fund payments. Law requiRs a States' payment be based on national 
forest acreage and where a national forest is situaied in several States, an individual Sates' payment is proportionate 
to its ma within that particular national forest 
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Flood Control payments to States are shared according to the Flood Control Act of 1936 (33 U.S.C. 701 et~ 
which provides that 75 percent ofrevenue collected be shared with the State in which it was collected. These funds 
are to be expended as the State legislature may prescribe for the benefit ofthe public schools and roads in the 
county from which the revenue was collected or for defraying any ofthe expenses ofcounty government. These 
types ofexpenses include public obligations of levee and dn.inage districts for flood control and drainage 
improvements. 

Calculation of States' Payments 

The total amount for each of the three appropriations is calculated as follows: 

• 	 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 (oil and gas, coal, other 
mineral royalties, etc.) is developed. 

• 	 Within each land category, each source type's three-year average is applied to the three-year average for all 
source types to determine the percent that each soun:e type within each land category contributes to total 
collections. 

• 	 This percent is applied to the gross revenue estimate for each source type to determine, for each land 
category, its share ofthe gross revenue estimated for that source. This ensures that the source type revenue 
estimates arc distributed to the correct land category and therefore to the proper accounts. 

• 	 For each land category, the appropriaie distnl>ution formula are applied to each source type and summed 
into the various account totals. For example, Public domain lands: the :MI.AP Account 5003 (States' 
share) calculates and SI.DDS 50% from all source types; the General Fund Account 1811 (Federal share of 
rciit and bonuses) calculates and sums 100/o ofall rents and bonuses, and the General Fund Account 203 9 
(Fcdcral share ofroyalties) calculates and smns 10% ofall royalties. 

The estimate ofthe gross payment to a Swe for any future 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 1he prior year, the actual for the year before that is 
substituted and the total amo\Dlt adjusted accordingly. 

After a gross payment is estimated, the States' net receipts sharing (NRS) deductions are applied to arrive at the' 
final fiscal year estimate. NRS refers to the recovery ofapproximately SO percent ofthe Departments.' ofthe 
Interior (Bureau ofLand Management and MMS) and Agriculture (U.S. Forest Service) mineral leasing 
administrative program costs before statutory distnl>ution ofmineral revenues to States and Treasury. In the past, 
NRS was enacted through appropriations acts. 

The Omnibus Reconciliation Act of1993 (OBRA) amended the Mineral Leasing Act and other applicable statues to 
permanently provide for NRS. The OBRA adjusted the methodology for calculating a States's NRS deduction. 

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 methodj. 

The OBRA changed the revenue-based approach by 1) recovering the prior year's enacted budget authority in 1he 
current year, and 2) prorating costs to States based on the previous year's disbursements. Additionally, OBRA 
added a ceiling to this calculation which provided that a State's NRS deduction cannot exc:eed the Scc:retmy ofthe 
Interior's estimated cost to administer each State's onshore mineral leases (this is called the "Cost-based methodj. 

In FY 1998, $42.3 million ofprogram costs are to be recovered through NRS with the Fcdc:ral share totaling $21.0 
million and the States' shares totaling $21.3 million. The NRS deductions determined by the revenue-based method 
were used for all States except New Mexico and Wyoming which were computed muier the cost-based method. 
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Mineral Revenue Payments to States 
dollars in thousands 

Account FY 1997 I FY 1998 I FY 1999 
State Actual I Estimate I Estimate 

Alabama 599 622 643 
Alaska 5,515 5,724 5,922 
Arizona 48 50 52 
Arkansas 1,000 1,038 1,074 
California 20,290 21,060 21,786 
Colorado 37,329 38,745 40,082 
Florida 4 4 4 
Idaho 2,202 2,286 2,364 
Illinois 68 71 73 
Kansas 1,329 1,379 1,427 
Kentucky 123 128 132 
Louisiana 817 848 877 
Michigan 712 739 765 
Minnesota 13 13 14 
Mississippi 952 988 1,022 
Missouri 1,273 1,321 1,367 
Montana 20,361 21, 133 21,862 
Nebraska 16 17 17 
Nevada 5,706 5,922 6,127 
New Mexico 188,626 195,781 202,535 
North Carolina 0 0 0 
North Dakota 3,892 4,040 4,179 
Ohio 153 159 164 
Oklahoma 2,137 2,218 2,295 
Oregon 41 43 44 
Pennsylvania 21 22 23 
South Dakota 566 587 608 
Texas 637 661 684 
Utah 34,291 35,592 36,820 
Virginia 85 88 91 
Washington 818 849 878 
Wisconson 1 1 1 
West Virginia 326 338 350 
Wyoming 238,762. 247,819 256,368 

Total 568,713 590.286 610.648 
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Department of the Interior 

Minerals Management Service 


Royalty and Offshore Minerals Management 

Program and Financing 


dollars in millions 

FY 1997 FY 1998 FY 1999 
Treasury Account ID: 14-1917 Actual Estimate Estimate 

Obligations by program activity 
Direct program 

000 l.00 Outer Continental Shelf Lands 55 62 41 
0002.00 Royalty Management 69 53 57 
0003.00 General Administration 33 23 24 
0900.01 Reimbursable program ...!!. _fil ..2! 
1000.00 Total obligations 198 203 216 

Budgetary resources available for obligation 
2140.01 Unobligated balance available, start ofyear 5 s s 
2200.00 New budget authority 198 203 216 
2390.00 Total budgetary resources available for obligations 203 208 221 
2395.00 New obligations -198 -203 -216 
2440.01 Unobligated Balance Available, End ofYear 5 5 5 

New budget authority (gross), detail 
4000.01 Appropriation 157 138 122 
6800.01 Spending authority from offsetting collections _...!!. __fil ---2± 
7000.00 Total new budget authority (gross) 198 203 216 

Change in unpaid obligations 
7240.0l Obligated balance, start of year 67 63 103 
7310.00 New obligations 198 203 216 
7320.00 Total outlays (gross) -202 -163 -195 
74~0.0l Obligated balance, end ofyear 63 103 124 

Outlays (gross), detail 
8690.01 Outlays from new current authority 110 97 85 
8693.01 Outlays from current balances 60 15 30 
8697.01 Outlays from new permanent authority* 29 46 66 
8698.01 Outlays from pennanent balances• _3 _5 _ll 
8700.00 Total outlays (gross) 202 163 195 

Offsets 
8840.01 Offsetting collections from non-Federal sources 41 65 94 

Net budget authority and outlays 
8900.00 Budget authority 157 138 122 
9000.01 Outlays (net) 161 98 101 

•Note: Olfsetting collections reported by MMS are not permanent authority but are categorized under this heading in accordan~ with OMB instlll~"liom 
(Circular A-11 ). 
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Department of the Interior 
Minerals Management Service 

Royalty and Offshore Minerals Management 
Object Classification 

dollars in millions 

Treasury Accowit ID: 14-1917 
Direct Obligations 

1111.01 Total personnel compensation 
1121.01 Civilian personnel benefits 
1210.01 Travel and transportation ofperson 
1230.01 Rent, communications, utilities & misc. charges 
1252.01 Other services 
1260.01 Supplies and materials 
1310.01 Equipment 
1990.00 Subtotal, Direct obligations 

FY 1997 
Actual 

76 
17 
3 

12 
44 

1 

~ 
157 

FY 1998 
Estimate 

68 
20 
3 

18 
20 
3 

J 
138 

FY 1999 
Estimate 

58 
20 

3 
19 
15 
3 
~ 
122 

Rei.mbunable Obligations 
2111.01 Total personnel compensation 
22s2.0·1 Other services 
2310.01 Equipment 
2990.00 Subtotal, Reimbursable obligations 
9999.00 Total Obligations 

22 
13 

J 
41 

198 

22 
32 

-1.l 
65 

203 

39 
44 

--1! 
94 

216 

Notation oferror on FY99 MAX. 

There is an error in the spread ofestimated obligations bY object class; the total is correct. 
Specifically, Schedule 0, Object Classification, Line 1231.01, Rental payments to GSA, 
should be I0 in FY 98 and FY99 rather than 16. The numbers in BOLD are the corrected 
estimates. 

GSA rental 
FY98 

16 
FY98 

10 
FY99 

17 
FY'9 

11 

Comm. utilities, etc. 

Other services 

2 

S3 

2 

59 

2 

58 

2 

64 
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Department ofthe Interior 

Minerals Management Service 


Royalty and Offshore Minerals Management 

Account Object Class Information 


dollars in millions 

1998 
Estimate 
Amount 

Uncontrollable 
and Related 

Changes 
Programmatic 

Changes 

1999 
Budget 
Request 

Object Class FI'E AMT FTE AMT FI'E AMT FfE AMT 

Total Appropriation 
and Offsetting 
Collections 

1,695 $203 0 $6* 31 $7 1,725 $216 

Total personnel 
compensation 

$90 $5* $2 $97 

Civilian personnel 
benefits 

$20 0 0 $20 

Travel&. 
transportation of 
persons 

$3 0 0 $3 

Rents, 
communication, 
utilities &. misc 
clwges** 

$18 Sl 0 $19 

Other services** $53 0 SS . $58 

Supplies& 
materials 

$3 0 0 $3 

Equipment $16 0 0 $16 

*Note: AmolDlt reflected include Uncontrollables (+$5million) and an additional estimate of 
SIM to cover within-grade increases and other pay increases. 
**Note: These are the amounts reported in MAX to OMB in Janumy 1998. Upon reevaluation 
ofthe FY98 and FY99 estimates, Other Services should be higher by S6M and Rent, 
Communicatiom Bild Utilities should be lower by S6M (FY98 should be $12 &. $59 & FY99 
should be S13 & S64). 
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Department ofthe Interior 

Minerals Management Service 


Oil Spill Research 

Program and Financing 


do//ars in millions 

FY 1997 FY 1998 FY 1999 
Treasury Account ID: 14-8370 ~ Estimate Estimate 

Obligations by program activity 
0001.00 Oil spill research ~ ~ ~ 
1000.00 Total obligations 6 6 6 

Budgetary resources available for obligation 
2140.01 Unobligated balance available, start ofyear 1 . I 1 
2200.00 New budget authority ..2 ..2 ~ 
2390.00 Total budgetary resources available for obligations 7 1 7 
2395.00 New obligations -6 -6 -6 
2440.01 Unobligated Balance Available, End ofYear 1 1 1 

New budget authority (gross), detail 
4000.01 Appropriation 6 6 6 

Change in unpaid obligations 
7240.01 Obligated balance, start ofyear 5 5 5 
7310.00 New obligations 6 6 6 
7320.00 Total outlays (gross) -6 -6 -5 
7440.01 Obligated balance, end ofyear 5 5 6 

Outlays (gross), detail 
8690.01 Outlays from new curmit authority 5 4 4 
8693.01 Outlays from current balances l l l 
8700.00 Total outlays (gross) 6 5 5 

Net budget authority and outlays 
8900.00 Budget authority 6 6 6 
9000.01 Outlays (net) 7 6 s 
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Department ofthe Interior 

Minerals Management Service 


Oil Spill Research 

Object Classification 


dollars in millions 

FY 1997 FY 1998 FY 1999 

Treasury Accowt ID: 14-8370 Actual Estimate ~stimate 


Direct Obligations 

1111.01 Total personnel compensation 1 1 1 

1252.01 Other services _5 ~ -1 

1990.00 Subtotal, Direct obligations 6 6 6 
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Department of the Interior 

Minerals Management Service 


Oil Spill Research 

Account Object Class Information 


dollars in millions 

1998 Uncontrollable 1999 
and Related ProgrammaticEstimate Budget 

Changes ChangesAmo\Dlt Request 

Object Class AMT FTEFTE AMT FTE AMT FTE AMT 

$626 0 0 0 0 26 S6Total 
Appropriation 

Total personnel SJ 0 0 $1 
compensation . 

$5Other Services 0 0 $5 
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Department ofthe Interior 

Minerals Management Service 


All Appropriations 
Employee Count by Grade 

FY1997 FY 1998 FY 1999 
Actual Estimate Estimate 

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

Subtotal 15 15 15 

GS-15 70 70 70 
GS-14 169 169 169 
GA-13 405 414 426 
GS-12 511 516 524 
GS-11 161 163 170 
GS-10 s 5 5 

GS-9 56 56 56 
GS-8 41 41 41 
GS-7 121 121 121 
GS-6 83 83 83 
GS-5 79 79 79 
GS-4 33 33 33 
GS-3 4 4 4 
GS-2 7 7 7 
GS-I 6 6 6 

Subtotal 1,751 1,767 1,797 

Total 1,766 1,782 1,812 
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Bureau Overview 

Bureau Overview 


The Minerals Management Service (MMS), a relatively small bureau - about I, 700 employees 
nationwide - has two very clear missions: 

management of the Nation's Outer 
Continental Shelf (OCS) mineral 
resources in an environmentally 
sound and safe manner; and 

timely collection, verification, and 
distribution ofmineral revenues from 
Federal and Indian lands. 

The Offshore Minerals Management (OMM) 
directorate, headquartered in Washington, DC, with 
regional offices in Alaska, California, and 
LouisianA, oversees all OCS minerals activities, 
from initial lease offerings through exploration, 
development, production, and lease abandonment. 
More than 27 million acres on the OCS are under 
active lease. 

The Royalty Management Program (RMP) collects 
and disburses bonuses, rents, and royalties paid on 
Federal (onshore and on the OCS) and Indian 
mineral leases. The RMP processes more than 
200,000 transactions each month (involving over 
$300 million per month) from over 26,000 
producing Federal and Indian leases. 

The directorates ofAdministration and Budget, 
Policy and Management Improvement, and the 
Office of Communications provide policy and 
administrative support forthe MMS missions. 

The MMS receives funding for operations from 
three sources: the Royalty and Offshore Minerals 
Management (ROMM) appropriation, Oil Spill 
Research (OSR) appropriation, and offsetting . 
collections (mainly from rental receipts from 
offshore leases). While total MMS funding has 
remained relatively stable at around $200 million, 
there has been a dramatic shift in the makeup of 

MMS 

Benefits Everyone! 

t/ National Energy Supply 
The OCS accounts for approximately 27 
percent ofU.S. natural gas production 
and approximately 18 percent ofU.S. 
oil production. To date, the OCS has 
produced over 120 trillion cubic feet of 
natural gas and over 11 billion barrels 
ofoil. 

t/ Economic Benefit 
The MMS collected and distributed 
over $6.2 billion to the Fedml 
Treasury, States, tn'bes, and Indian 
allottecs in fiscal year 1997, md $92 
billion since 1982. This makes MMS 
one ofthe Federal Government's 
greatest sources ofnon-tax receipts. 

t/ Enhanced Lifestyle· 
The MMS disburses over $400 million 
in onshore revenues to States each year. 
This money is 1ben used for schools, 
roads, and othe:r public works or placed 
in g=era) ftmds and used BS needed. 
Additionally, over $1 billion in OCS 
revenues is deposited each year into 
trust funds to acquire, restore, and 
aate parks, rivers, wildlife preserves. 
wilderness areas, and recreation 
&.cilities and to restore and preserve 
national historic sites for future 
generations. The OCS revenues 
provide over 90 pen:ent of the money 
for the Land and Water Conservation 
Fund and 100 percent the National 
Historic Preservation Fund, which 
oversees these activities. 
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MMS's funding sources. Funding from ROMM. direct appropriations, (Mi\1S's only source of 
funding before FY 1993) has declined by 58 percent, while offsetting collections have increased 
from $5 million in 1994 (the first year they were available) to a proposed $94 million in 1999. 

The world is changing, government is changing, industry is changing-and MMS is changing with 
them. Political instabilities> energy-dependent emerging economies, and development ofnew 
OCS natural gas and oil programs worldwide have catapulted the domestic industry and MMS to 
becoming significant actors on the world stage. Worldwide as developing countries become 
more industrialized, the demand for these nonrenewable resources bas become greater, thereby 
elevating the need for and importance ofa strong national OCS program. 

Minerals Management Service 

Funding Sources 
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The MMS programs clearly benefit the 
Nation. They contrib\Ite significantly 
to domestic energy supplies, the U.S. 
Treasury, the Nation's economy and 
protection ofthe OCS environment. 
The OCS accounts for approximately 
27 percent ofU.S. natural gas 
production and approximately 18 
percent ofU.S. oil production. The 
return on invesnnent ofMMS programs 
is enormous. Over the years, the MMS 
has collected and distributed more than 
$90 billion to the U.S. Treasury, States, 
tribes, and Indian allottees. 

The Big Picture 
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Funding from OSR has remained 
relatively unchanged at around $6 
million. 

Offsetting collections are receipts 
scoreable to the ROMM 
appropriation from an increase in the 
offshore natural gas and oil lease 
rental rates. The ability for MMS to 
collect and retain these receipts has 
been a significant benefit in that it 
has enabled the Department to utilize 
the offset budget authority to fund 
other critical programs. 

U.S. Primary Energy Consumption 

Hydropowcr -I 
Nuclear ~ll 
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The United States cwrently depends on natural gas and oil for nearly two-thirds of its energy 
consumption. Promising new sources of energy appear on the horizon, but our reliance on 
natural gas and oH is not likely to 
change dramatically over the next 2 to 
3 decades. Because of this Federal OCS Oildependence, obtaining sufficient 

Share of National Productionnatural gas and oil supplies at 
reasonable prices is crucial to our 
security and the well-being ofour 
economy. For this reaso~ MMS 
programs are vitally important to the 
Nation, they contribute to both its 
economic well-being and energy 
security. 

Energy production from the OCS 
continues to increase. Oil produced 
from the OCS is critical in helping 
reduce the amount ofimported oil. 
The OCS produced about 1.2 million 
barrels ofoil per day in 1996 and 
about 20 million barrels more per year in 1997. The increased natural gas produced from the 
OCS continues to play a key role in the Nation's efforts to reduce air pollution and will likely 
contribute to global warming mitigation strategies. The OCS has produced over 120 trillion 
cubic feet ofnatural gas. 

Increased offshore production is a result ofa number ofrecent developments including: 

,/ 	 New three-dimensional (3-D) and subsalt geophysical technologies . 

./ 	 New technology for deepwater drilling and development . 

./ 	 Passage of the Deep Water Royalty Relief Act. 

,/ 	 Renewed interest in shallow water activity due to new technology. 

The intense interest in the natmal gas and oil potential ofthe Gulf ofMexico has signaled a new 
era ofgrowth. For example: 

./ 	 Bidding on leases jumped by more than 155 percent (in number of tracts leased) 
from 1993 to 1996 due to strong industry interest in OCS natural gas and oil 
resources in the region. 
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.I From 1993 to 1996, production rates have risen more than 16 percent. 

.I The last four record breaking sales produced over $2.4 billion in bonuses as 
compared with $0. 7 billion from the four previous sales. 

While OCS mineral resource 
development is asignificant 
portion ofits efforts, MMS places 
a high priority on safety and 
environmental protection and 
devotes significant funding to it 
The MMS strives for the proper 
balance between providing a 
domestic energy source for the 
American people and protecting 
sensitive coastal and marine 
environments. 

The Federal Government is the 
largest mineral royalty owner in 

Rising Revenues 
from Federal and Indian leases 

1996-1997 

30 

20 

10 

Ombara Ofl!lban lDdJD 

the United States. The MMS is responsible for ensuring that on average over $4 billion in annual 
revenues from Federal and Indian mineral leases is collected, accounted for, verified, and 
disbursed to appropriate recipients in a timely manner. In addition to a broad range of financial 
services, MM:S also pursues a comprehensive compliance strategy that includes (1) an automated 
compliance verification program to validate the accuracy and timeliness ofrevenues paid and 
(2) an audit program staffed by MMS, State and Tribal auditors. The business environment in 
which MMS administers royalty payments is similar in many respects to that which private and 

MMS F act 


Royalties from offshore oil and gas 

activities provide funding for the 


National Historic Preservation 

Fund (NHPF). Through its many 


programs the NHPF has contributed 

to the restoration ofover 26,000 


historic buildings all across the Nation. 


State land minerals owners operate. However, in 
scale ofactivity and variety and complexity of 
lease terms, it is significantly different Cmrently, 
MMS administers the rental, royalty, and other 
financial terms for approximately 26,000 
producing and 46,000 nonproducing mineral 
leases. 

Royalty management reengineering is a top 
priority for MMS for the year 2000. The 
objective in FY 1999 is to begin to implement 
new core business processes and support systems 
for the 21st Century. While this is largely an 
internal effort, MMS expects the outcome to have 
substantial its impact on stakeholders. Case 
studies indicate that major improvements and 
savings are realized by focusing on the business 
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from a process rather than a functional perspective. Current royalty management operations are 
rigidly organized around and focused on functions and tasks and measure performance by 
outputs. The reengineering effort focuses on redesigning processes that can yield benefits much 
greater than attempts to improve the operations within a functional area. The M.M:S 's future 
royalty management operations will likely be radically different. 

An MMS hallmark has been its ability to evolve in response to changing economic and business 
climates. Perhaps the best description of:Mlv.IS's experience, especially during the last 4 years, 
would be learning to maintain high standards ofcustomer service while ensuring safe OCS 
operations and collecting, distributing, and verifying mineral revenues. Tight budgets have 
challenged MMS to become more efficient while maintaining high quality service. The MMS is 
meeting this challenge with enthusiasm, dedication, and innovation throughout the Bureau. 

-
The Driving Forces and Major Initiatives 

Although l\.1MS is a relatively young Bureau, it has changed dramatically over the years and 
continues to evolve and become more streamlined and efficient. Many changes in MMS 
organizations and functions are internally initiated, designed to improve program efficiency and 
effectiveness. Other changes are in response to an array ofexternal forces including industry, 
States, local governments, tribes, Indian allottces, and environmental and public interest 
organizations. Arguably, the most dramatic changes have been made in response to external 
driving forces challenging MMS every day to keep pace: 

.I Evolving Offshore Technology 

.I Changing Energy Markets 

.I Emerging Global Markets 

./ Compelling Safety and Environmental Issues 

.I Transforming Legislation 

.I Increasingly Sophisticated Constituencies 

.I Advancing Information Technology 
.I Challenging Governmental Initiatives 

• Evolving Offshore Technology 

The OCS industry is employing new technologies and moving farther offshore into deeper 
waters. As industry makes this important transition, MMS faces the challenge ofkeeping pace 
with the new technology and adapting its regulatory and royalty regimes to satisfy its 
Congressional mandate and serve as effective stewards ofthe public resources. 
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Deepwater operations differ from those conducted in shallow water in that they tend to be 
significantly more remote. 

./ Subject to different environmental conditions . 

./ Technically more sophisticated. 

./ Productive at much higher rates. 

./ Typically subject to different economic 
determinants. 

MMS Responds: Keeping pace with 
evolving deepwater issues, MMS is 
enhancing its expertise in drilling and 
production engineering, safety, and 
bonding in the deepwater environment. 
The MMS continuously reviews and 
improves the regulatory framework 
required to effectively manage risk to 
address the technical, safety, end 
enVironmental challenges associated with 
complex deepwater developments. In 
addition, MMS is vigorously working 
with its stakeholders to identify 
dcepwater information needs that may be 
addressed through the Environmental 
Studies Program and its Technology 
Assessment and Research Program in 
order to initiate workshops and studies 
that identify issues and preventive 
measures specific to deep water. 

How Deep is Deep? 
From an operational 

perspective, MMS 
considers deepwater 
as greater than 
1,000 feet For 
royalty relief 

purposes, deep water is 
defined as greater than 656 
fut. 

Currently there ore 25 
drilling rigs operating in the 
Gulf of Mexico in waters at. 
least 1,000 feet deep, 
representing more than one 
half of the world's 
deepwater rig fleet. Several 
of these are operating in 
water depths exceeding 
4,500 feet. 

The :M:MS will continue to acquire 3-D seismic data and incorporate it into the Gulf 
ofMexico database for deepwater and subsalt activities. Additionally, MMS will 
continue to acquire 2-D seismic data in order to evaluate acreage for scheduled lease 
sales in Alaska. Digital seismic data are collected over existing fields in California 
for lease management, reserves inventory, and field studies. Economic sale-related 
analysis will concentrate on examining policies that will make: (1) frontier areas 
more attractive to potential lessees, and (2) developed areas a continuing source of 
revenues. 

The complexity ofthe decpwater issues combined with the renewed interest in 
shallow waters in the GulfofMexico and ongoing operations in Alaska and 
California will require fiscal resources beyond those available within the existing 
program. 
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) Changing Energy Markets 


Over the past several years, energy markets have undergone a significant transfonnation. Many 
factors have contributed to this change: 

.I Deregulation ofnatural gas production and open access to transportation facilities have 
created a new gas-marketing environment. 

.I Problems with the validity ofposted prices historically used to value crude oil production . 

.I Shift in energy markets from regulatory-based to almost completely market-based. 

MMS Responds: These dynamics, among othm, have created a need for new MMS 
valuation regulations that more accurately reflect market conditions and provide 
greater certainty to royalty payo~. the Federal Government, and other Federal 
mineral revenue recipients. In addition, new regulations will help ensure that the 
correct valuation ofthe public's resources is accurately reflected in royalties received 
by MMS. The valuation regulations currently under revision include a Federal oil 
rule, an Indian gas rule, an Indian oil rule, and a possible Federal gas rule. The M:MS 
is proposing methodologies for calculating royalty value based on widely available 
information about market values for natural gas and oil. 

The MMS is also exploring receiving the Federal Government's share ofproduction 
"in kind,, (by taking volumes ofnatural gas or oil equal to the royalty percentage) 
rather than "in value" (as a cash percentage ofsales proceeds). The M:MS conducted 
a Royalty-in-Kind (RIK) gas pilot in 1995 and performed a 1997 RIK Feasibility 
Study. While results ofthe 1995 pilot were mixed, interest in Government RIK 
continues, and the 1997 study concluded that, ifimplemented correctly, RIK 

programs could be workable, revenue 

MMS Fact 


Since 1980 natural seeps offsouthern California. 

have leaked a thougnd times 


more oil into the marine environment than 

has spilled from all ofthe offshore 


oil platforms offthe south.em California coast. 


positive, and administratively more 

:;:::allparties,where 

An enhanced RIK program could 
potentially streamline the royalty 
reporting and auditing process and 
enhance revenues to the U.S. 
Treasury. Adoption ofRIK 
programs could be beneficial to 
producers, marketers, States, and, 
most importantly, the taxpayer. 
The RIK program may provide 
opportunities to substantially 
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reduce disputes between lessees and the Government over the value ofFederal 
production. The MMS is implementing RIK pilots in three areas: natural gas 
production in the Gulf ofMexico, oil production in Wyoming, and S(g) natural gas 
production offshore Texas. These pilots will allow MMS to test RIK programs 
without placing over $4 billion in royalty collections at significant risk 

An outward focus on dynamic market conditions is needed in today's processes, priorities, and 
systems. Shifting to a market-focused business environment is one ofthe most significant 
recommendations of the RMP reengineering team. The .MMS will reengineer processes, 
regulations, and systems to focus on dynamic mark.et conditions and plans to begin prototyping in 
1998. 

e Emerging Global Markets . 

Today's offshore natural gas and oil industry is global in scope. A growing number 
of nations are opening up their offshore areas to private investment. Many ofthe companies who 
operate in the U.S. OCS also operate overseas, thereby spreading their investment dollars 
between focal and international opportunities. The U.S. companies who wish to work abroad 
want to make sure that when foreign governments implement their rules, a level playing field is 
established. The concern is that other nations do not exercise undue influence effecti\'ely limiting 
U.S. access to these offshore resources. 

Interdependent nations, those with emerging or developed natural gas and oil programs, have a 
growing interest in the eStablishment ofinternational standards for offshore natural gas and oil 
operations. The expanding scope and effects ofinternational and regionally developed 
environmental and operational stand.ants on the activities ofthe domestic industry require 
increased monitoring. 

MMS Responds: Today's MMS activities are global in scope. Therefore, it is no 
longer prudent or possible to limit focus to what is happening domestically. The 
MMS is becoming ail international leader by expanding its collaborative efforts with 
other countries to advance safe and environmentally sound natural gas and oil 
operations world wide and to promote the use ofeffective royalty management 
principles and techniques. 

It is important for the MMS to be knowledgeable about the systems being employed 
by other nations to ensure that the United States remains competitive, consistent with 
the national commitment to environmentally so\Uld and safe operations. Numerous 
industry and international organi7.ations require monitoring and MMS participation 
because standards, including equipment adopted, affect how the natural gas and oil 
industry operates worldwide, including in the United States's own backyard. The 
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MMS has an ongoing dialogue \\ith Canada, the United Kingdom, Australia, and 
Norway to' exchange engineering, scientific, and systems information to improve the 
safet)· of offshore natural gas and oil operations among participating countries. 

The MMS, with third party funding. is 

working as a partner with Norway and 
 MMS Fact
Russia to assist the Russian Federation 

examine the feasibility ofestablishing a 

comprehensive offshore natural gas and oil 
 ~ safety and environmental regime. In FY ,. 

1999, based on the resul~ofthe study, the 

Russian government is expected to decide 

whether to proceed. 


In a recent groundbreaking move, MMS 

signed a Science and Technology 

Memorandum ofUnderstanding with China 

to exchange information on offshore and 

royalty programs. Implementation ofthat 

agreement is expected in FY 1999. 


As a part ofits royalty management reengineering efforts, MMS bas benchmarked 
\\ith Alberta, Canada, and with Norway on their natural gas and oil royalty 
management The MMS bas identified several oftheir practices that may have 
useful application in the U.S. royalty management activity. 

r~ll·i Compelling Safety and Environmental Issues 

The move into deep water and overall heightened industry activity have increased 
both the level and complexity ofmonitoring OCS operations. The number ofoperators has 
grown over the pa.st SC\'~ years from approximately 100 to over 130. Some ofthese operators 
arc not as experienced as the more tempered operators and JeqUire more oversight lbis is 
coupled with the fact that the offshore industry downsiz.ed significantly before the recent increuc 
in activity, which reduced the skilled labor pool. The presence ofworkers \\ithout much offshore 
experience is placing an added burden on the inspec:tion and compliance program. 

Little is known about the deep ocean habitat and the effects ofnatural gas and oil development 
upon tha1 habitat. Addressing these infonnation needs is essential to decisiomnaking for 
environmentally sound development 

MMS Responds: Leading the way as an international advocate for environmentally 
sound and safe operations, MMS held a Deepwater Workshop and formed a 
Deepwater Subcommittee of the OCS Scientific Committee to help define 
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en\rironmental studies needs for deep water. Information provided by the· studies will 
be used to prepare environmental impact statements and environmental assessments, 
·to develop lease stipulations, and to evaluate plans ofexploration and development 
and oil-spill response. · 

To make its safety and inspection strategies more effective, MMS inspects drilling 
and production facilities on the OCS using both scheduled and unannounced 
inspections. The frequency ofincidents ofnoncompliance at a facility has proven to 
be a good indicator ofrisk. To enhance its inspection program, MMS targets high 
risk facilities. Companies with questionable performance are dealt with and 
monitored closely until performance improves to an acceptable level. The MMS has 
also updated its Civil Penalties program required under the Oil Pollution Act of1990 
(OPA), instituted annual performance reviews ofoperators, and is proposing a rule 
that will allow it to debar opemtors with a poor performance record. 

The MMS is launching a new 
program to detemdne the MM:SFact 
environmental impact rate for OCS 
activities, While it is not possible 
to determine all potential impacts 
in the marine environment. the 
index rate will be used to make 
yearly comparisons and determine 
1rends. 

The MMS has also rearranged and 
redirected res0urces to keep up 
with the increasing activities in the 
Gulf ofMexico OCS. Finally, 
MMS is seeJcing additional funds to 
increase its inspector world'cm:e 
and procure studies for deepwater 
environmental information needs. 

.Ifall the oil and gas pipelines in 
the GOM were laid in a straipt line 

they would circle the earth. 

Transforming Legislation 

Over the Jut few years Congress bu pused new legislation and amended existing 
statutes to reflect constituent's concerns, changes in the oil and gas industzy, mid 
changes in the way govmimc::nt should work. The following include some ofthe 

more significant legislative actions. · 
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Royalty Simplifzcation & Fairness Act (RSFA) Enacted August 13t 1996t RSFA is the first 
major legislation affecting royalty management since the Federal Oil and Gas Royalty 
Management Act of 1982. It challenged MMS to make substantial changes and introduced a host 
of new requirements including: · 

./ MMS payment of interest on all Federal natural gas and oil royalty 

overpayments . 


./ Specific royalty reporting standards for Federal natural gas and oil leases 
and pooling agreements . 

./ Reporting options for marginal natural gas and oil properties . 

./.Payment liability standards and a new statute of limitations for Federal 
natural gas and oil leases. 

MMS Responds: The MMS has made significant progress in implementing RSFA. 
Over 20 outreach workshops with State and industry representatives have been held, 
focU.sing on specific implementation areas. To date MMS has: 

./ Published an interim final rule regarding lessee/designee payment 
responsibility, and a final role expanding the list ofdelegable royalty 
management functions to States . 

./ Completed a host of software changes necessitated by RSF A, including paying 
and accepting interest, reporting taxpayer identification number, creating a 
lessee/payor update data base, and 1099 reporting . 

./ Begun paying interest to companies who ovetpay royalties and accepting 
interest reporting from .companies . 

./ Implemented the repeal ofsection 10 of the OCS Lands Act (OCSLA) 
regarding time limits on refunds. 

OCS Deep Water Royalty ReliefAct (DJnl.RA)-Deepwaterroyaltyreliefwas initiated to 
encourage development in the frontier deepwater areas ofthe Gulf ofMexico. In November 
1995, the DWRRA became public law. 

MMS Responds: Interim deepwater rules were in effect from July 1996 until 
February 1998. Final roles for the DWRRA, both for new leases and for existing 
leases, were published in January 1998. The MMS evaluated many industry 
suggestions to improve the workability ofthe system for implementing DWRRA and 
incorporated some in the final rules. As a result, the case load ofroyalty relief 
applications is expected to increase with the publication ofthe final regulation. 
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The MM:S has also developed additional rules to grant royalty relief under the 
OCSLA to encourage production on existing leases. Increased recovery may be achieved by 
reducing royalties on producing leases approaching the end oftheir economic lives, thereby 
enabling them to extend operations beyond the point where they would shut down under full 
royalties. 

OPA Amendments -Changes in OPA now allow for the amount necessary to meet an offshore 
facility's oil-spill financial responsibility requirement to be based on the facility's location and 
the amount ofoil that could be released in an oil spill. 

MMS Responds: The MMS 
has proposed a rule to 
implement the 1996 
amendments to OPA (30 CPR 
Part 253). The MMS had 
actively urged Congress for the 
change based on infonnation 
received from the public, 
incfustry, as well as many 
Members ofCongress. The 
amended legislation will now 
allow MM:S to base each 
facility's financial 
responsibility requirement on 
the actual cost that might arise 
in cleaning up an oil spill. 

MMSFact 
Deepwater drilling records 
are being set in the GOM. 
Currently wells are being 
drilled in over 7 ,500 feet 

ofwater. This is about 
6 times the height ofthe 
Empire State Building. 

The Information Technology Management Reform Act (Clinger-Cohen AcO-Enacted in 1996, 
this law repeals the General Services Administration's (GSA) central authority for acquisition of 
infonnation technology and provides that executive agencies have authority to invest in 
information technology (IT). It promotes improving the acquisition, use, and disposal ofIT. 

MMS Responds: The :MMS is actively responding to the_requirements ofthe Act by 
interactively working with the Department ofthe Interior and Office ofManagement 
and Budget staff on key IT acquisitions. These interactions and analyses have led 
MMS to more critical evaluation and better presentation ofthe large scale IT 
improvements necessary for continued customer support and perfomumce 
excellence. 
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O 0 Increasingly Sophisticated 
Constituencies 

rn The MMS has a very active and 
committed constituency spanning the 

cultural and economic breadth ofthis country. A 
sampling ofMMS's daily activities have it 
involved with: 

.I Tribes and Indian allottees who receive the 
mineral revenues generated from the 
leasing and production of leaseable 
minerals from Indian lands; 

.I States that receive a share ofmineral 
revenues from onshore and 8(g) offshore 
activities; 

.I Industry as it strives to identify, lease, 
explore, produce, pay and account for 
significant natural gas and oil resources 
from the OCS; 

.I Environmental and citizen groups as they 
want assurance that all due caution has 
been exercised in the development ofthe 
OCS; and 

.I Congressional and Administration officials 
as they oversee the collection and 
distribution ofroyalties to the U.S. 
Treasury, in addition to the aforementioned 
items. 

The MMS Responds: The Indian 
Self-Determination and Education 
Assistance Act mandates that the 
Federal Government provide 
opportunities for self-governance and 
self-determination efforts of Indian 
tribes and tribal organizations. To 
help tribes prepare to assume royalty 
management services, :MMS offers a 
number ofopportunities, including 

Responding to our 

Constituents 


Appeals 
It has taken many years to decide some appeals at 
the MMS level, followed by many years at the 
Interior Board ofLand Appeals (IBLA) stage. 
Both the Congress and the Administration 
launched efforts to improve the timeliness. These 
efforts resulted in the 33-month time- frame set 
out in RSFA for Federal natural gas and oil 
royalty appeals to be decided by the Department 
(both MMS and IBLA) and the 16-month 
timeftame self-imposed by MM:S for all appeals 
to be decided internally . 

Offshore 
The OCS is a natural resource used by many 
different groups with goals and objectives that are 
often in conflict with one another. In order to 
implement its mission, MMS has established an 
extensive network ofworking relationships with 
States, localities, native Americans, industry, and 
environmentalist. Working throusb this network 
ofrelationships, MMS attempts to wderstand the 
concerns ofall groups and to devise rules to 
mitigate the impact ofMMS activities. 

The bowhead whale is a listed endangered species 
and by law must be protected from activities that 
could affect it or its environment In addition, 
lnupiat bwiters also harvest some ofthe whales as 
an essential element oftheir food supply and 
culture. To assure OCS oil and gas activities do 
not impact the Bowhcad whale or the lnupiat 
people, MMS bas conducted annual surveys that 
plot the migratoiy patterns ofthe Bowhead 
whales. Using dam from these annual surveys, 
MMS has been able to supply information on 
distn'bution, abundance, habitat, and behaviors of 
endangered whales in the arctic to the National 
Marine Fisheries Sl!r\'ice and to develop 
mitigation meuures that set timing and 
restrictions for drilling and geologicaV 
geophysical exploration in the area. Leue 
stipulations incorporating these mitigation 
meamres help protect the normal migration 
pattems ofthis species and allow for the 
ccmtinuation ofthe traditional Native Alaskan 
bowhcad whale hunt 
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on-line monitoring ofroyalties and accounts and an internship program for tribal 
employees to learn the royalty collection process on cooperative agreements for 
handling royalty audit work. 

The Minerals Management Advisory Board-was established to provide a formal interface with 
other constituent groups. This board, comprised offour committees and chartered under the 
provisions ofthe Federal Advisory Committee Act, is primarily made up ofactive constituents 
with a significant interest in the performance of:MM'.S. The committees: 

..' OCS Policy Committee 

..' Royalty Policy Committee 

..' OCS Scientific Committee 

..' Alaska OCS Region Offshore Advisory Committee 

provide advice to the Secretary ofthe Interior or other Departmental officials in implementing 
the laws, rules, leases, and agreements that MMS administers. The committees also cond-qct 
meetings, workshops, and conferences throughout the year that are open to the public. A 
sampling ofthe workshops include: . 

..' an oil spill response workshop in the spring of 1998; 

..' a platform decommissioning and use ofartificial reefs workshop; and 

..' an International Workshop on Marine Pipeline Safety Assessment and Risk Management 
planned in FY 1998, to address strengths and weaknesses ofthe various approaches to 
pipeline safety assessment and risk management. 

In each ofthe OCS Regions, key constituents have virtually unlimited access to the Bureau and 
report that their concerns are heard by the appropriate decisionmakers. Meetings are now the 
common place to discuss critical issues and develop solutions by consensus, where possible. 
Federal, State, and local agencies, as well as community business and environmental interests, 
are involved in problcmsolving groups, where appropriate. 

~ Advancing Information Technology 

~ Twenty-five years ago, hand·held calculators that added, subtracted, multiplied, and 
divided cost $200. Ten years ago, personal computers were me in the workplace, 

and two way radios with relay stations were state-of-the·art. Five years ago, cellular phones were 
in their infancy, and e-mail was just becoming universally available. Today, the OCS program 
uses 3-D seismic imagery to "see" fields and to estimate their size, production rates, and the best 
drilling methods for maximum resource recovery. Tomonow .... 

MMS Raponds: The MMS's implementation strategy for IT is "technology for a 
purpose." Evaluating the ever-increasing capabilities ofadvancing IT, MMS has 
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decided to deliver products that will provide not only enhanced performance for the 
Government, but also for its customers. 

Electronic Commerce - The :MMS offers a variety ofelectronic reporting and paying options to 
companies. This has reduced errors significantly. Electronic options currently include: 

./ Submitting royalty and production reports . 

./ Paying funds for royalties, rents, bonuses and assessments . 

./ Transmitting bills for collection . 

./ Receiving electronic bids for OCS lease sales. 

Internet- The :MMS has established a home page on the World Wide Web (www.mms.gov). 
Features include program descriptions and contacts, an archive ofnews releases, and a listing of 
publications. Regulations published in the Federal Register are also available. Regular updates 
are made to share new and timely information. Additionally this medium enables MMS to fully 
comply with the Electronic Freedom ofInformation Act · 

Environmental Studies Program Information System (ESPIS) - ESPIS allows any Internet user 
to easily access much ofthe $600 million ofresearch conducted by the MMS' s Environmental 
Studies Program over the last 15 years. Available to the user are more then 600 technical 
summaries ofthe most important ESP studies, complete text ofmany recent studies, as well as 
information on studies cost and contractors. 

Challenging Government Initiatives 


The National Performance Review (NPR) is a long-term White House initiative 
to make government work better, but at less cost. Working better means delivering better service 
to the American public; costing less means accomplishing this goal with fewer staffand tightly 
controlled budgets. To achieve these NPR goals, the President and Vice President challenged the 
Federal Government to reinvent itself; that is, to improve public confidence in Govemment 
operations and to succeed in a balanced budget world. Real reinvention is required-nibbling 
around the edges to improve processes and services will not accomplish the goal. 

MMS Responds: To meet the challenge ofworking better et less cost and to 
confront the realities ofmission and workload growth, MMS has embarked on a 
project to reengineer itself. For FY 1999, this project is centered on reengineering 
the Royalty Management Program. 
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The MMS was awarded Vice-President Gore's NPR "Hammer Award" for the 
Bureau's Innovative Achievements Program, a bureauwide, staff-driven 
improvements initiative. Since MMS's first innovative achievement was annowiced 
in September 1995, employees have developed and implemented 22 additional ideas, 
including: 

./ Establishing an internship program for Indian tribes with mineral resources . 

./ Issuing new well-naming and well-numbering standards . 

./ Revising testing requirements for blowout preventers . 

./ Simplifying environmental impact statements . 

./ Reducing paperwork for industry by offering free electronic reporting software. 

This initiative began as a 
grass-roots effort and has 
beeome a widely accepted, 
bureauwide initiative to 
change MMS's culture, to 
encourage employee 
creativity, to streamline 
work processes, and to 
improve customer service. 

Franchising - In recent years there has 
been considerable growth of 
cross-servicing within the Government 
The Government Management and 
Reform Act of 1994 (GMRA) 

lVIMS Fact 
The Royalt;y Management 
Program distributed 
approximately $700 
million to individual 
states inFY 1997 with 
an on-time disbursement ._................._-L....L...:J 


rate of 98.9 percent. The on-time 
rate has increased steadily over the past·- . 
10 years with the exception ofFY 1996. The on-time 
rate in FY 1996 fell to 92.9 percent due to extended 
Government-wide furloughs. 

encourages franchising agreements with other organiz.ations. Enterprisi.D.g government service 
organizations have expanded their services to customers in other organizations on a reimbursable 
basis. Currently, MMS's procurement office has provided their services and expertise to the 
GSA in the form ofprocurements valued at $60 million. This track record has generated interest 
from a broad range of other agencies for similar services. In this instance, franchising has enabled 
MMS to maintain a high skill mix in its own procurement office while providing a valuable 
service to other parts ofthe Federal Government. Successes such as these, in improving service 
and reducing costs, set the stage for expansion ofthis concept throughout Government. 
Franchising will allow MMS to further use its mission-related knowledge and skill base to 
provide services to others and to create a synergy in the Federal Government that mutually 
benefits both organizations and better serves the American people. 
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Streamlining - Within weeks of assuming office, the Clinton Administration challenged the 
Federal workforce to reduce itself and to eliminate layers ofmanagement. The :MMS vigorously 
undertook this call for efficiency. As a result, MMS reached the target staffing level for FY 1999 
by the end of FY 1997. This was accomplished by: 

.,/ implementing advanced IT technology 

.,/ eliminating unnecessary regulations, 

.I refocusing on core responsibilities and missions, and 

.,/ challenging employees to "work smarter not harder." 

These efforts and the dedication of MMS to provide same or better service have resulted in an 
organization that has reduced staffing by 20 percent while striving and achieving the goal of 
being "the best minerals resource manager." 

Minemls Management Service 79 FY 1999 Budget Justification 



Bureau Overview 

Minmlls Management Service 80 FY 1999 Budget Justification 



Bureau Overview 

Strategic Plan and Performance Plan 


STRATEGIC FRAMEWORK 


MISSION 

To manage the mineral resources on the Outer 
ContinentalShelfin an environmentally sound and 
safe manner and to timely collect, verify, and distribute 
mineral revenues from Federal andIndian lands. 

MMS's Strategic Plan covers the years 1997-2002, in accordance with the Government 
Performance and Results Act of 1993 (GPRA). The Strategic Plan includes objectives and 
performance measurement goals linked directly to our two mission goals and to our human 
resources goal. The goals and objectives are clear, measurable, and relevant to the fundamental 
MMS mission. Performance measures are vital and designed to serve program managers. 

MMS' s mission goals are: 

GOAL 1. PROVIDE FOR SAFE AND ENVIRONMENTALLY SOUND MINERAL 
DEVELOPMENT ON THE OUTER CONTINENTAL SHELF AND ENSURE.THAT 
THE PUBLIC RECEIVES FAIR VALUE. 

Goal1 reflects three primary facets ofthe MMS mission as mandmed in the Outa Continental Shelf(OCS) Lmds Ac:t, the Nllional 
Envinmmmtal Policy Act 111d rclmd legislation: I) to make OCS lands svailable for mineral cleveloprm:nt ID meet nmional needs, 2) to 
ensure thllt 1111)' such development is conducted in 11 safe and mviromnentally sound mmnc:r, llld 3) ID CDSUR lhl1 fair value is n:ceiwd for 
making these raources available. The goal mut perfomumce objectives wm: selectd to reflect these obliglllions. 

and 

GOAL 2. PROVIDE TIMELY, ACCURATE, AND COST-EFFECTIVE MINERAL 
ROYALTY COLLECTION AND DISBURSEMENT SERVICES. 

Goal1 reflects die MMS mission as primmily mandmd by the Fedm.I Oil 11nd Gas Royalty Management Act of 1982. The goal also 
rdlccts our compliance with Rilled legislation: 1) the Ouu:r Cantinmlal Shclfl..mds Act; 2) the Mini::ral Leasing Ac:t md die Minaai 
Leasing Act for Acquired Lands; 3) the Indian mincnl leasing laws; 4) the Gcothamal Steam Act; S) lndim Sclf-Dctarni!Wion md 
Education Assistance Act; and 6) the Royalty Simplific:ldiou and Fairness Al:t of1996. 

Under GPRA, FY 1999 is the first year for performance planning. The Annual Performance Plan 
describes what MMS expects to accomplish in FY 1999, given the level offunding in the FY 
1999 budget, and provides the connection to the long-term goals outlined in the Strategic Plan. 
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The Annual Plan provides information on annual perfonnance goals for :M:MS' programs and 
activities, the measures that will be used to gauge performance, the means and strategies required 
to meet the performance goals, and the procedures to verify and validate performance. 

This linkage allows progress to be measured over the life ofthe strategic plan and allows 
trending ofdata to indicate long term progress in achieving the intended programmatic results 
and outcomes. These indicators will measure program outcomes using available data and will 
provide a quantitative assessment ofour annual progress towards reaching MMS's long-range 
goals. 

1broughout development of the Strategic and Annual Plans extensive consultation sessions were 
held with O:MB, Congress, key constituency and stakeholder organintions, and other Federal and 
Department of the Interior offices. 

The following chart presents MMS's strategic framework and shows strategic goals and 
objectives and linked to annual performance goals for FY 1999. · 
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:Ml\1S's Strategic Framework 


1. Provide for safe 11nd 
covironmcntallv sound 
mineral development an 
the Outer Contlllental 
Shelf.1111d ensure that the 
public receives fair value. 

Ensure safe 0CS aunenl 
development 

Ensure environmentally SOUDd 
OCS mineral development. 

Ensure that the public receives 
fair value for OCS minc:ral 
devclop=t 

Provide: for~ 
development on tbe OCS. 

By 2002. show a decRase m tbc · 
accident index below lhc 1996 levcl 
of.612. 

By 2002, show 1 dccn:ase in the 
number ofadverse environmental 
impacts per OCS mineral 
development acuvny below the 1998 
baseline. 

By 2002, show 11 decrease in the 
amount ofoil spilled below the 1992· 
96 average lc:vc:I of5.09 barrel$ 
spilled per million barrels produced. 

The accident index is 
not greater than .594. 

BasdiDc h:ss O.S.10%. 

Oil spill rate not greater 
than S.07 bam:ls!million 
barrels produced. 

From 1997-2002.. the ntio ofbigh Rlllio 11. 1.8. 
bids received for OCS leases to the 
grciiter ofMMS's estimate of value or 
ihe mmimum bid does not dc:ettasc 
below the:: 1989-95 waqc level of 
I.810 1. 

By 2002. d¢crcasc below lhc 1989-96 
avmge level of 7 pc:rcem the traets 
classified as nonviible but on which 1 
lcsscc makes a discovery within S 
years that a well is capable: of 
producing in paying quantities. 

Discoveries in no more 
d1IZI 6.8 % 1nl:U 
classified nonviable. 

-By 2002. show- an incieasc in the Exploratory wdls drilled 
lllinual number of lc:asc:s on which on 265 leases. . 
exploratory wells ~ drilled above lhc 
1992-96 average left! of2SO leases. 

By 2002, show areduction in 1hc n1e 
ofdecline.in the oil and gas rescrves­
to-production ratio that occun'Cd from 
l99o-9S, which was 11.S ID 13 for 
oil {.84 per year) and 7.6 to 6.0 for 
ps (.32 per year). 

By 2002, show an inaasic in annual 
OCS imiduction above tbc 1996 level 
of429 million bmcb oroil, S.O 
trillion cubic fca ofSE. 2.1 million 
IO!J.8 IDllS ofsulphur, Cid ,81 million 
c:ubac yards ofslnd lllld grwd. 

Reserves to product.ion 
tile at 0.82 fur oil ad 
0.31 forps. 

oc:s ~pals: 
S9l million blm:l5 of 
oil, 4.9 trillion cubic &el 
ofgn.1.2 million ~ 
tolls ofsul1lhm lllld 22. 7 
million ai.&ic ~of 
Saild and gravel. 
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2 Provide timely. 
acGuratc. and cost~ 
effective mineral royalty 
collection and 
disbursement 5C1ViCCS. 

Improve the timelinc&s and 
sccuracy ofpavmcnts to 
States, Indian tribes. BIA 
offices, and other Fcdc:nl 
agencies. 

Improve the cost effectiveness 
of mmcr.U royalty collcct1on 
and disbursement services. 

Improve reporters' compliance
with lease terms, rules, 
regulations. and laws. 

Provide Indian tribes with 
inc;eased opponunitics for 
education and for assuming
functional responsibilities With 
~to the Royalty
M8nagcmcnt Program. 

Through 2002. maintain or mcrease 
the percent.age ofthe IXlllceted dollars 
and accompanying information that is 
provided timely to States and Indians 
~t 98 pen:cat. 

By 2002. decrease the lm 
dl.Sburserncnt in~rcst COSlS to 
S30,000 per year. 

By 1999. increase the percentage of 
royalty reports. produc:uon reports,
and dollars received clec:tronically co 
l 00 pcn:cn1. 

Through 2002. maintain ar incn:asc: 
the prn:entagc of royalty and 
production reports submitted by 
reporters without fatal emm. Current 
rile is 97 pcnznl 

98.75 percent of 
collcclcd dollars and 
infollll3lion arc provided
timely. 

lntcreSt costs not mon: 
than SS0.000. 

100 percent of royaltv
and production reports 
and dollars are rccc:avcd 
c!ectrontcally. 

98% or royalty llDd 
prnductions reports m 
submitwl without !ml 
emm. 

By 2002, achieve a Comphancc Index 
(actual voluntary royalty AchJCYC a Complimlc:e
pl!YfDCDtslC:Xpected royalty paymcn.ts) Index of .97S. 
Of.98. 

By 2002, increase tile number of 
Indian tribes that take part in 011C or 
more educational opportunities CTr 
dW llS.SWru: one or man: functional 
rcsponsibilrt=s. 

By 2002, improve RMP's rating (data 
&Om customer SUTVCYS) in Che areas 
ofcrcdib1htv. responsiveness,
profcssioMf image, md quality. 

Sixteen tribes ~ 
participaung. 

Customer rating based 
on 199& ba.sclmc. 

Gathering Baseline Data 

MMS's Offshore Program has established baselines based on existing information for seven of 
eight MMS perfonnance measures. 1he most recent data available was used for each measure. 
Baselines have not been established for the performance measure that deals with adverse 
environmental impacts. MMS is beginning a new program to determine the number of 
incidences ofadverse environmental impacts that result from OCS mineral development. This 
value will be divided by the number ofOCS mineral development activities to determine an 
environmental impact rate for OCS activities. Since it is not possible to measure all potential 
impacts in the marine environment, this rate will be an indicator ofenvironmental impacts, and 
should not be construed as the number ofimpacts per activity or a measmement ofall impacts 
that could occur. Instead, the index should be compared between years. Development ofthis 
approach was completed in December 1997. By the end of calendar year 1998, MMS expects to 
have sufficient data to establish baselines for this perfonnance measure. 
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:MMS's Royalty Management Program (RMP) has participated in the GPRA pilot since 1994. 
Therefore, their measures for Goal 2 have historical baseline information available. The RMP 
continues to define new measures and once they are tested to ensure they are meaningful and 
appropriate, they will be incorporated into future years' annual performance plans. 

Strategies for Achieving Goals 

Many ofour strategies for achieving the goals are inherent in good management and are focused 
on improving the way we do business. We continue to look for ways to simplify and streamline 
our processes and for re.engineering opportunities. 

We will incorporate a variety ofapproaches and strategies as we move to implement the goals we 
have established. We will improve our decisionmaking process, apply modern information 
systems to improve work quality and service, maintain a high level ofscientific expertise and 
base decisions on high quality science, issue regulations that focus on results rather than 
processes, and reward innovation. 

The :MMS strategies for achieving the goals and objectives embodied in MMS's strategic plan 
include: • 

• 	 Improving the decisionmaking process through increased internal coordination end 

involvement ofrelevant staff; 


• 	 Ensuring that customers and stakeholders are involved in the decision making process; 
• 	 Assisting and encouraging customers and stakeholders to comply with regulations; 
• 	 Recognizing and responding to the public's concerns; 
• 	 Using modem information tools to improve processes and to receive and disseminate 

information; 
• 	 Streamlining operations and simplifying processes; 
• 	 Maintaining a high level ofscientific and technical expertise; 
• 	 Issuing regulations that focus on results rather than processes; and 
• 	 Providing a consistently high level ofcustomer service. 

Operational Processes 

The cornerstone process for the :MMS offshore program is the lease-sale decision making process 
which involves a determination ofOCS areas that are prospective for natural gas, oil end other 
marine minerals, and a parallel determination ofthe potential environmental impacts that may 
result from leasing and developing these natural resources in these prospective areas. 
Information critical to the decision process is derived from numerous sources internal and 
external to the agency including studies, public hearings, results ofmodeling technical 
information, end national policies and goals. Where leasing has been permitted, other factors 
operate to insure that activities conducted on the OCS are consistent with terms ofa decision. 
Such activities include establishing and enforcing regulations, conducting inspections ofOCS 
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activities, monitoring impacts, and gathering technical information that could result in 
improvements in procedures and 
in projected outcomes. 

The Ml\.1S royalty program recently embarked upon a business process reengineering initiative to 
address all of its core business processes including financial, accounting and compliance 
operations. The objective of this program~wide effort is to design and implement new royalty 
management business processes and support systems for the 21st century. To guide the effort, 
RMP senior managers established stretch goals calling for radical improvements in accounting 
and compliance operations. Accomplishing these goals will require a major refocusing and 
reorganizing ofRMP around its processes and a shift ofperformance perspective from outputs to 
outcomes. The expected result is a much different RMP for the future that is process centered, 
focused on outcomes, less costly, and well positioned to meet a changing and expanding mission. 

Skills and Technology 

The MMS decision making process requires a wide array of skills and technology. The work 
requires capable administrators and managers, technical specialists in such fields as geology, 
geophysi~s, auditing; petroleum engineering, accounting, economics, environmental science, law, 
legislative affairs, public affairs and other supporting professions. The information needs of this 
process are significan~ and MMS employs modem information technology tools to make most 
efficient and effective use ofthe data. The MMS also offers various electronic reporting 
alternatives, including electronic data interchange, magnetic tape, diskettes, and electronic mail. 
The MMS is rapidly increasing use ofthe Internet as a vehicle to communicate with customers 
and stakeholders. 

Resources 

MMS capital resources include headquarters facilities in the Washington D.C. metropolitan area, 
and facilities in several other locations throughout the United States Capital resources are 
typical for business settings in terms ofspace, communications, and modem office equipment. 
MMS has made a significant investment in modernizing its important data processing 
capabilities. MMS employed 1,702 full-time equivalent positions in FY 1997 with a budget of 
$204.4 million. In FY 1998, those figures, including an FY 1998 supplemental appropriation 
request, are projected at 1,737 full-time equivalents and a budget of$215.3 million. The MMS 
budget includes offsetting collections of$65 million in 1998. 

Verifying and Validating Performance 

A number ofefforts are used by MMS to verify and validate its performance. Data and 
information from the performance measures used in support ofthe plan will be gathered and 
analyzed using standard, statistically valid methods to ensure that accurate and verifiable 
information is produced. Methods and procedures for collecting this information will be 
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routinely evaluated and validated by program managers responsible for collecting and reporting 
the information. 

The evaluation system is a balance ofcyclical, in-depth appraisals and ongoing self-analysis and 
quality improvements ofprogram components. The approach relies on performance 
measurement and internal and external customer feedback. Program performance is evaluated 
through: management assessments, business process reengineering, participation in pilot projects, 
quality improvement reviews, management control reviews, OIG and GAO audits, process action 
teams, and customer satisfaction. 

For all but a few specific measures, baselines have been developed and the information has been 
tested and validated. Much ofthe information for developing the baselines has been collected 
from existing systems. To track performance, we are exploring the available performance 
manageme~t software systems designed to collect performance data, analyze results against 
established goals in various configurations linked to budget activities, and provide clear and 
useful reports for managers. 

Linking Performance to Budget 

While MMS's strategic plan describes the long-term course, the annual plan defines what will be 
accomplished in any one year as we proceed on that course. The annual plan sets out measurable 
goals to be accomplished during the fiscal year linked to the budget request using program 
activity structures. 

The two tables at the back of the attached Annual Performance Plan for 1999 show the direct 
linkage ofMM:S's performance goals to the budget The first table lists each goal and 
measurement indicator and shows the program and finance codes that provide funds for its 
accomplishment. The second table shows how the goals relate to each individual account 
program and finance program activity. 
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OUTERCONTINENTALSHELFLANDSACTIVITY 

dollars in thousands 

Uncontrollable 1999 Change 
1998 and Related Programmatic Budget from 

Subactivity Enacted Changes Changes Request 1998 

Leasing& $ 30,095 468 4,789 35,352 +S,251 
Environmental FTE 200 0 9 209 +9 

Resource $ 22,321 477 -865 21,933 -388 
Evaluation FIE 204 0 3 207 +3 

$ 36,277 813 2,200 39,290 +3,013 
Regulatory FTE 326 0 18 344 +19 

. Information 
Management 

$ 
FTE 

13,941 
109 

249 
0 

0 
0 

14,190 
109 

+249 
0 

Total, Offshore $ 102,634 2,007 6,124 110,765 +8,131 
Minerals Mana2C1Dent FTE 839 0 30 869 +30 

Goal: 
• 	 Provide for safe and environmentally sound mineral development on the Outer 

Continental Shelf (OCS) and ensure that the public receives fair market value. 

Performance Objectives: 
• 	 Ensure safe OCS mineral development. 
• 	 Ensure environmentally sound OCS mineral development. 
• 	 Ensure that the public receives fair value for OCS mineral development. 
• 	 Provide for mineral development on the OCS. 

The Outer Continental Shelf Lands program is experiencing a phenomenal rise in activity. The 
Gulf ofMexico (GOM) OCS is currently one ofthe most exciting exploration and development 
areas in the world. The MMS is experiencing record levels ofexploration and development 
activities. Advances in technology, along with legislative incentives, are producing oil and gas 
lease sales in the GOM that keep exceeding all expectations. The Beaufort Sea area offshore 
Alaska is also receiving renewed interest and experiencing increased activity. Offshore 
California, industry plans to decommission three ofthe deepest and largest conventional 
platforms ever from the world's oceans. With the passage ofsand and gravel legislation, MMS 
bas received numerous requests to use OCS sand for beach and wetlands restoration projects. 
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Today's offshore oil and gas industry is global in scope. The MMS, as one of the most 
technologically advanced regulators in the world, continues to expand its collaborative projects 
with other technologically advanced regulatory countries to promote safe and environmentally 
sound oil and gas operations, worldwide. There is a growing interdependence among nations 
with developed oil and gas programs, as well 
as a need for emerging nations to develop 
regulatory regimes that facilitate, or at a 
minimum, do not discourage, investment 
from foreign companies. Because ofits 
regulatory expertise and its record of 
environmentally safe and sound operations, 
MMS is increasingly being called upon to 
assist and participate in international forums 
and projects that further our Nation's foreign 
policy goals. The growing scope and effects 
ofinternational and regionally developed 
environmental and operational standards on 
the activities of the domestic industry require 
increased monitoring by the Bureau. 

In FY 1996 and FY 1997, four record­
brcaking sales occmred in the GOM. These 
four record sales produced over $2.4 billion 
in bonuses as compared with $0.7 billion 
from the previous four sales. The last record 

Gulf ofMexico Leasing Activity 
Fial Years 1992-1997 

New Lea.a 
2,11X1.....-~..-~~~~~~~ 

11112 1184 1995 1995 

FucalYcar 

•F.achym inclm ll:am mcn Callrll GOM sale ml..\'CSlall <iOM sale. 

sale, the Western GOM Sale 168, held in August 1997, Was 33 percent larger than the Western 
Gulf sale held a year earlier. Historically, the Western Gulf sales are smaller than the Central 
Gulf sales. However, this last Western Gulf sale set a record for the largest number oftracts bid 
on in ultradeep water (80o+ meters). Accompanying this bu been a record pace in drilling wells 
and installing new pipelines. 

While the Nation is reaping significant economic and energy benefits from increased OCS 
activities, MMS is facing many new challenges as a lessor and regulator. 

BENEFITS TO THE PUBLIC 

Offshore operations have historically generated approximately $3 billion per year in revenues 
from bonuses, rents, and royalties. In FY 1997, receipts from offshore activities totaled $4.7 
billion. In addition, offshore operations supply about 27 percent ofthe Nation's domestic natuml 
gas production and about 18 percent ofits domestic oil production. It is projected that the 
current oil production of940,00Q bmrels per day from the GOM OCS will increase to a 
minimum of 1.7 million bmels per day over the next 3 years, an increase of80 percent This 
could translate into approximately $600 million per year in additional royalty revenue by FY 
2000. The rate ofproduction is expected to accelerate after 2000. 
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More difficUlt to measure, but equally important, is the benefit to local and national economies. 
Not only is employment up in the oil and gas industry, but also in supporting industries. For 
example, the petroleum industry is predicted to create 3,500 direct jobs and thousands ofsupport 
jobs in Louisiana alone during 1998 and 1999. 
A concrete illustration ofthe impact on the 

national economy ofthe increased GOM Mars 'lendors 
activity may be seen in the adjacent map. This 	 V~ 
map displays by State the distribution and 
number ofvendors that have supplied material 
or services in support of a single GOM 
deepwater project, the $1.2 billion Mars 
production system ofShell Offshore, Inc. and 
B.P. Exploration. While the majority of 
vendors are located in Texas and Louisiana, 
vendors from all over the country are involved 
and benefit from the burgeoning activity in the 
GOMOCS. 

MEETING THE CHALLENGES 

Overview ofDeepwater Activity 
Encouraged by world class well producibility as high as 30,000 barrels per day (two orders of 
magnitude higher than the average for GOM shallow water), industJy is moving into deeper 
waters faster than anyone thought possible just a few years ago. Industry is now producing in 
water depths that were once considered technologically impossible water deeper than 400 meters. 
Analysis ofrecently awarded leases indicates that industry is now going into what is the next 
frontier, ultradeep waters. Ultradeep water is generally considered greater than 800 meters. 
Shell has recently set penn.anent production system world records at 1,639 meters. . 

During the 1995-1997, the overall number of tracts awarded leases in waters greater than 400 
meters multiplied 400 percent from the average ofthe previous two years. These deepwater 
leases accounted for 33 percent ofall leases awarded. Increases in active OCS leases, coupled 
with movement into the frontier areas ofdeep water, have increased regulatory workload factors, 
from postleue permitting analysis with new environmental considerations to a dramatic increase 
in offshore inspections ofmore complex and differently configured OCS production facilities. 

Record setting GOMactivity 

• 	 There were approximately 60 announceddeepweter discoveries as of1997, as compared 
with a handful as of 1990. In March 1997, there were 19 deepwater discoveries in 
production, all ofwhich are on leases issued prior to 1996. 

• 	 Mars, at a water depth of900 meters, began production in 1996 and at the time, set a water 
depth world record using a permanent platform. Production from platform (more then one 
well) reached 100,000 barrels per day in May 1997 (world-class producibility). 
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• 	 Ram-Powell was installed in 1997 at a depth of980 meters; this represented a water depth 
world record using a permanent production platform. 

• 	 Ursa is expected to commence production in 1999 using a tension leg platform at a water 
depth ofalmost 1;i19 meters. This will represent another water depth world record using a 
permanent production system. 

• 	 Mensa began production in late June 1997 at a water depth of 1,639 meters by means ofa 
subsea well completion; this set world records for deepest and longest production. 

• 	 BARA exploratory No. 1 well, "spudded" in April 1996, was drilled at a water depth of 
2,326 meters. This set a new world record for an exploratory well. 

• 	 In November 1997, a record 30 (permanent and temporary) rigs were simultaneously 

drilling in the GOM in water depths ofover 400 meters, as compared with 9 in 1990. 

Industry drilling is constrained by rig availability. 


• 	 The number ofapplications for approval ofdevelopment plans is the highest it has been in 
10 years. 

• 	 Rates ofemployment on the OCS are going up and the job market is tight 

Safety and Environmental Protection 
The MMS has a very strong commitment to safety and environmental protection. The move into 
deep water and overall increased industry activity have increased both the level and complexity 
ofmonitoring ofOCS operations. The number ofoperators has increased over the ~ several 
years from approximately 100 to over 130. Some ofthese operators are not as experienced as the 
more seasoned players and require more oversight 
There is also a much heavier reliance on the use of 
contractors. This is coupled with the fact that the 
offshore industry downsiz.ed significantly during the 
80's, which reduced the skilled labor pool. The 
presence ofworkers without much offshore experience 
is placing an added burden on the inspection and 
compliance program. 

The MMS feels particularly committed to ensuring that 
industry maintain its excellent safety and environmental 
record as the level ofactivity increases in both amomit 
and complexity. Unless this record is maintained, 
industry will not be able to go forward with its 

Revenue Receiptl!I Collections 

In FY 1994 through FY 1997, MMS 
received $70.2 million ofits Nnding 
from the increase in reblal ntes on OCS 
leases. With the recent record sales in 
the GOM, these receipts have increased 
far beyond original estimates. In FY 
1998, $65 million ofthese ~ip1swill 
fund MMS activities, while an 
additional S27 million is expected to be 
returned to the Treasury. 

ambitious plans for the GOM because the public will lose confidence in the integrity ofthe 
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program. hi addition, the Nation will lose the significant contributions that the Offshore Program 
makes to the economy in the form ofrevenues and secure supplies ofoil and natural gas. 

Funding Offsets 
The MMS has continuously sought methods ofimplementing new legislation and meeting its 
increased workloads without increased appropriations. 

In FY 1993, MM:S obtained authority to keep the additional funds from higher rentals for its 
automated data processing (ADP) moderniz.ation effort. In FY 1996, MMS requested and 
received the authority to charge and retain fees for the cost ofprocessing royalty rate relief 
applications. This enabled MMS to process these applications without additional resources. 
The MMS has recently amended its regulations to increase filing fees for processing pipeline 
rights-of-way and lease assignments. Increased collections due to this initiative are estimated at 
$670 thousand in FY 1999. 

The Outer Continental Shelf Lands Budget Activity is composed offour subactivities: Leasing 
and Environmental, Resource Evaluation, Regulatory, and Information Management. 
Descriptions ofthe programs they fund and recent accomplishments are described in the 
following sections. 
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Leasing and Environmental Programs 

Justification ofProgram and Performance 


Analysis by Subactivity 

dollars in thousands 

Uncontrollable 1999 Change 
1998 and Related Programmatic Budget from 

Leasing and Environmental Program Enacted Changes Changes Request 1998 

Leasing & Environmental $ 15,724 468 789 16,981 1,257 
Assessment FTE 200 0 9 209 +9 

Environmental Studies $ 14,371 0 4,000 18,371 +4,000 
FTE 0 0 0 0 0 

Total $ 30,095 468 4,789 35,352 +5,257 
FTE 200 0 9 209 +9 

Proposed Lease Sales Schedule 

Sale Number, Area 

172 - Central GOM 

174-Westem GOM 

175 - Central GOM 

177- Western GOM 

176 - Beaufort Sea 

178 • Cen1ral GOM 

180 ·Western GOM 

173 • Cook Inlct/ShelikofStrait 

181 -Eastern GOM 

182 - Central GOM 

179 - GulfofAlaska 

183 - Chukchi Sea/Hope Basin 

FY FY 
1999 2000 

FY 
2001 

FY 
2002 

Leasing and Environmental Assessment 

This subactivity funds leasing, 

environmental assessment, and 

environmental studies programs. 

Leasing activities include Five· 

Year Program Planning; 

Prelease Planning and Decision 

Process, Postlease Adjudication 

Process, and Advisory Board 

Coordination. 


Five-Year Program Planning ­
Section 18 ofthe Outer 
Continental Shelf Lands Act 
(OCSLA) requires the Secretary 
ofthe Interior to prepare and 
maintain an oil and gas leasing 
program that indicates the size, 
timing, and location ofleasing 
activity determined to best meet 
national energy needs and other 
objectives, for the 5-year period 
following its approval. 
Development of a 5-year 
Program allows an efficient 
allocation ofplanning resources 

Minerals Management Service 95 FY 1999 BudgetJustification 



Leasing and Environmental Programs 

by coastal States, Federal agencies, the oil and gas industry, and other stakehblders. The current 
5-year Program covers the period from July 1997 to July 2002. During FY 1999, MMS will 
conduct an annual review of the current 5-year Program. 

Prelease Planning and Decision Process - The MM:S does extensive consultation with States, 
coastal communities, and other concerned parties regarding areas considered for leasing. 

The prelease planning and decision process has been modified to reflect the different leasing 
circumstances in the Central and Western GOM and Alaska. Starting with 1998 sales, a single 
multisale Call for Information and Nominations was issued for all sales in the Central and 
Western GOM. A multisale Area Identification and Environmental Impact Statement (EIS) is 
used, which enables MMS to conduct the prelease decision processes for subsequent GOM sales 
more efficiently. After the multisale EIS and Consistency Determination (CD) for the first GOM 
sale, there is complete National Environmental Policy Act and Coastal Zone Management Act 
coverage for each subsequent GOM sale (an Environmental Assessment or Supplemental EIS) 
and a CD. The prelease process for the first sale generally takes about 2 years; it is estimated the 
prelease process for subsequent sales identified in the multisale process will takes only about 11 
months. 

Alaska "{ill continue to prepare an EIS for each sale. In addition, Alaska uses the Alaska OCS 
Region Offshore Advisory Committee during the decision process as a forum so affected 
constituents can collectively make recommendations on a specific lease sale proposal in a timely 
manner consistent with leasing schedules. The preleasc process for Alaska sales generally takes 
less than 3 years to complete. 

Following are the steps in the prelease planning and decision process: 

• 	 Call for Information and Nominations· Invites potential bidders to nominate areas of 
interest within planning areas identified for leasing consideration in the 5-ycar ·Program. 

• 	 Area Identification·. Identifies area for proposed action based on information gathered 
from the Call. 

• 	 Draft EIS - Evaluates environmental effecm ofproposed actions, alternatives, and 

mitigating measures. 


• 	 Final EIS - Incorporates responses to public comments on draft EIS. 

• 	 Consistency Determination - Assures that the proposed sale is consistent with the State's 
Coastal Z.One Management Plan. 

• 	 Proposed Notice of Sale • Provides information to the public on the size, timing, terms, 
and conditions ofthe proposed lease sale. 
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• 	 Letters to the Governors ­
Governors ofthe affected States 
are sent copies ofthe proposed 
Notice for their review and 
recommendations regarding the 
size, and timing/location ofa 
proposed lease sale. 

• 	 Balancing Letters - Informs 
Governors as to whether their 
recommendations were accepted 
or rejected. 

• 	 Final Notice ofSale - Published 
a minimum of30 days before 
sale is held. Includes date, time 
and location ofthe bid opening, 
blocks offered, and terms and 
conditions ofthe sale. 

• 	 Sale 

Postlease Adjudication Process ­

Recent Resolutions 

At 1bc Octobc:r, 1997 meeting of the OCS Policy Committee, 
resolutions w~ passed on the following: • 

Coa.1tal Impact Assistance - The Committee urged the Sccrewy, 
DOI, to take timely action to prepare and support draft legislation 
to implement sharing of~cnues with States and U.S. Territories 
that are impacted by OCS development 

SONI and Gravel - The Committee c:ndcmcd the use ofa negotiated 
agreemimls prvccss for OCS sau.d, gravel, and shell for publicly­
bcneficial projects and urged MMS to adopt and make available its 
"Proposed Policy and Guidelines on Fees." 

Supplemental bond compliance is considered during the lease assignment process. 'This involves 
consideration of the financial strength ofthe company. The transfer ofproducing leases from 
large to small companies could increase the risk ofinsufficient coverage due to a bankruptcy. 
The prospect ofincurring costs into the millions ofdollars for abandonment and cleanup 
prompted MMS to require additional supplemental bonding security. Each lease ass~gnment 
process may take anywhere from 4 weeks to 1 year. 

Advisory Board Coordination - The Minerals Management Advisory Board was established to 
provide advice to the Secretary and other officers ofthe Department ofthe Interior (DOI) in 
peiforming discretionary functions ofthe OCSLA and to address royalty-related issues. The 
OCSLA requires that DOI consult with affected States and other interested parties on all aspects 
ofleasing, exploration, development, and protection ofthe resources of the OCS. The Advisory 
Board provides a formal mechanism for this consultation and includes several committees: 

OCS Policy Committee, which advises the Secretary on the national policy implications of 
managing the OCS oil, gas, and mineral resources; 

Alaska OCS Region Offshore Advisory Committee, which advises the Alaska Regional 
Director and represents stakeholders during the lease sale process; 

OCS Scientific Committee, which advises MMS on the feasibility, appropriateness, and 
scientific value ofthe Environmental Studies Program; and 
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Royalty Policy Committee, 
which advises MMS on royalty 
management related policies . 

The MMS provides support for all 
the Advisory Board committees, 
including the service ofan 
Executive Secretary. 

Planned Activities for FY 1999 

• 	 Implement prelease steps for 
sales scheduled in the 5-year 
Program for 1997-2002 and 
conduct Sale 172 and Sale 
174, Central and Western 
GOM. 

• 	 Continue improving the 
bidding and leasing process 
for OCS lease sales through 
the use of technology. 

U.S.-Mexico Maritime Boundary 

A treaty, defining the maritime boundary between the United 
Swcs and Mexico in lhc GOM and Pacific Ocean out to a 
d~OO miles, was ratified by lhc Senate on October 23:-·,_ 
1?97,andsigOCal)ybolhcoannicf'On~vembcr 13, 1997.-,- . :· 
~s trmybad been ratified by Mexic~n~l-918'~ Recent/ -· · / 

-byllidmay illdeep water promptc~ 0,S. ra,tification:-.-" 
~to~uhc~ fo~~oti~tionsi.Wfth-M~x1co ;:­

n:prcting~ cantinental wlfdehm1tation agreement to -..•6."; 
Uh1hc bound.my~ 'tl='iwo.c:ouatries·m the GOM 

die&clmiwEconomicZone (beyond 200 miles from 
Cach.country).in ~-an:a.knownauhc ~'WCStc:n Gap:9' · ~ / 

........... . . ,. 	 -.- -· 

• "- • ~·~'" • • • .. .. ... l ir • / 

A~,WcstcnfGOM Sale 168-MMS received bids on 
trai~ portion of the Wcstcm Gap. The MMS 
sc:t asldo.titcscl;r'c1s, ~g a decision by th.e-Secrctiu:y, li>Ol. 
In ' 1997; ~ Babbjif0etcifuined that i is n;,. 
the best ' oflbc United'staiCs to return all unopcn~ids 
&om Sale~· . : - ·~.,;~: y· ~ 
Spring 1998 and FupzreOOM_#es - In light of.the United 
Siara and Mexico aimoancing-iripccember /997itbat that the 
two nations will corrimc:nce diScusslon~~1.,.e the above 
bounds.I)' dispute, Secrctmy~~bittWill witlirlraw the tncts in 
the Wesla'D Gap area propose<rn)t'-lease-i.n,·§le 169 (scheduled 
for Spring 1998). ' 
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Environmental Assessment 

The MMS is committed to environmentally 
sound management ofminerals activities on 
the OCS. This commitment to 
environmental stewardship becomes more 
challenging each year with the increase in 
activities at all phases-leasing, exploration, 
production, and decommissioning. The 
MMS' s environmental processes integrate 
requirements ofthe National 
Environmental Policy Act (NEPA) into 
planning for OCS oil and gas lease sales, 
with the commitment to environmental 
protection continuing throughout the life of 
each lease. 

The conditions under which the Federal 
Offshore (OCS mineral) program operates 
have fundamentally changed over the last 
several years. 

First, 3-dimensional seismic exploration technology greatly reduced the risk involved in finding 
viable deposits ofnatural gas and oil. Then, new approaches to drilling and production opened 
up the deep waters of the Gulf ofMexico to unprecedented levels ofleasing, exploration, 
development, and production. Passage ofthe OCS Deep water Royalty Relief Act of1995 has 
added to the attractiveness ofdeepwater prospects. The MMS expects these changes to double 
oil production by the year 2000 (compared with 1995). · 

In addition, MMS is reviewing the development and production plan for the Northstar project off 
the coast ofAlaska. This project promises the first 

New Leases Issued 	 oil from the Federal OCS ofthe Alaska OCS. 
Production is expected to 'commence in 1999 or 
2000. The initial OCS development is expected to 
be followed by many more as the completion of 
pipeline infrastructure makes development ofmore 
deposits financially viable. A plan for 
development ofthe Liberty prospect is cwrently 
under consideration. 

The active development ofshallow-water 1racts in 
the GulfofMexico and continuing production in 
the Pacific Region, together with 

Fi.sac/ Years 1992 -1997 

1ta ,. - ,.. •• ,.., 
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decommissionings, mean that deep water and arctic activity will only add more responsibilities to 
an already heavy workload. 

Assuring the environmental soundness ofthe Offshore Program has become a daunting 
responsibility in the face ofthe technological transformation and the workload associated with 
increased lease sales, exploration and production permit applications, and decommissioning. To 
assure environmental soundness, MMS the evaluates potential environmental effects ofOCS 
activities, both prelease and postlease sale activities. The key product ofthis effort is the 
identification ofmitigation measures that allow the natural gas and oil extraction activity to 
continue while protecting the vulnerable environmental resources identified in the analysis. 

The prclease phases ofthe offshore production process consist of the 5-year Program and the 
various planning area lease sales. Environmental Impact Statements (EIS' s) are written for both 
of these phases. Work on lease sale EIS's has become more difficult because ofthe 
technological changes that must be analyzed. In addition, MMS is planning an environmental 
assessm.ent·(EA) covering the entire breadth of decpwater development in the Gulf ofMexico. 
This EA may find that a full-blown EIS on this topic is necessary. 

In the postlease phase, MMS permits at least five different steps in the production process. Due 
to the siz.e and complexity of the new technology, permits that traditionally required the less 
resource-intensive Categorical Exclusion Reviews will begin to require the more complex 
Environmental Assessments. The technological complexity ofEA's performed on an increasing 
number ofprojects tax the resources MMS can dedicate to any one assignment. Some ofthe 
EA' s may conclude that a potential for significant impact is present which will trigger the need 
for a full EtS. Ofco~e, oil spill analyses will still be needed for all lease sales and exploration 
and development plans. 

In addition to evaluating potential environmental effects ofOCS activities, MMS al~: 

• 	 meets formally and informally with other Federal and State agencies to coordinate work 
where activities and jurisdiction overlap; 

• 	 provides policy direction for OCS activities connected with environmental laws; and 

• 	 reviews and prepares technical comments and information in response to congressional 
legislative activities, 

MMS environmental prelease and postlease assessment analysis has resulted in several 
mitigating measures that allow OCS oil and gas development to continue, while protecting the 
marine environment: 

• 	 Gulf ofMexico Platform. Decommissioning - Two major concerns related to platform 
decommissioning activities are ensuring that sea turtles; protected under the Endangered 
Species Act (ESA), and dolphins, protected under the Marine Mammal Protection Act, are 
not harmed. In June 1988, MMS and National Marine Fisheries Service (NMFS) 
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completed a formal section 7 consultation iinder the ESA to ensure minimal harm to sea 
turtles and dolphins. An observer program to monitor explosive removals was one result 
ofthe consultation. Between 1988 and 1996, 1,035 platforms have been removed from the 
·Gulfof Mexico OCS Region planning areas. Since 1988, 146 sea turtle observations and 
12;660 dolphins have been reported. During that time period, only one turtle injury has 
occurred. No turtle or dolphin mortalities have occurred. 

• 	 Bowhead Whale Protection and Monitoring - The bowhead whale is a listed endangered 
species. Under International Whaling Commission authority, Inupiat hunters also harvest 
some ofthe whales as an essential element oftheir food supply and culture. The Alaska 
OCS Region conducts aerial surveys ofbowhead whale migration. The resulting reports 
provide data to the Alaska OCS Region and to the NMFS on distribution;. abwidance, 
habitat, and behaviors ofendangered whales in the arctic. They also help plot progress of 
the fall migration ofthe whales across the Alaskan Beaufort Sea. This information forms 
the basis for mitigation measures that set timing and restrictions for drilling and 
geological/geophysical exploration in the area. Lease stipulations incorporating these 
mitigation measures help protect the normal migration patterns ofthis species and allow 
for the continuation ofthe traditional Native Alaskan bowhead whale hunt, a critical 
component ofthe spiritual and subsistence activity for these indigenous peoples. 

• 	 Chemosynthetic Communities - Chem.osynthctic communities are thriving invertebrate 
communities found in deep water near hydrocarbon (usually methane) seeps. To protect 
these unusual communities, MMS requires that plans (of exploration or development) in 
water depths greater than 400 meters include data to assess the likelihood that these 
communities are present. The MMS carefully examines all pertinent geophysical data to 
see ifthe project area could be conducive to the growth of such communities. Mitigation 
may include relocation ofproposed operations, photo-survey documentation, and setting 
anchors so that these communities are not impacted. In recent years, :MMS has reviewed 
about 75 affected plans per year assuring protection for these resources on those sites. 

• 	 Pacific OCS Decommissioning - Industry plans to remove some California OCS 
platforms shortly after the year 2000, which include some ofthe deepest and largest 
structures ever removed from the world's oceans. The MMS and the California State 
Lands Commission have worked closely to develop a plan for the environmentally safe 
removal ofoffshore platfoims. This is an issue that has captured the attention ofthe 
international community because ofinterest in international platfonn removal guidelines 
and the technological complexity ofthe tmdertaking. 

• 	 Gulf ofMexico OCS Topographic Features Protection - This stipulation requires the 
lessee to refrain from disturbing the bottom at the crests ofthe topographic features that 
support corals, sponges, or other marine organisms and requires the disposal ofdrill muds 
and cuttings in such a manner that these organisms are not harmed. 
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• 	 High l:nergy Seismic Survey (HESS) Team Initiative -As a basis for planning future 
OCS natural gas and oil exploration and ~evelopment work in southern California, industry 
wants to conduct high-energy seismic surveys. The MMS has created a HESS Team to 
develop a standard procedure for reviewing high..energy seismic surveys that will reduce or 
eliminate redundancy between State and Fcderal agency reviews, determine the appropriate 
level ofNEPA review and coordination, and workjointly with 
the State ofCalifornia to produce a document on the possible 
environmental impacts from seismic surveys. The HESS 
Team mem~ include the oil and gas industry, seismic 
industry, fishing industry, NMFS, Channel Islands National 
Marine Sanctuary, California State and local governments, 
and national environmental groups. 

• 	 Archaeological Resources - Both historic resources (such as 
shipwrecks) and prehistoric sites (such as early-man activity 
sites) ·are protected by laws and regulations. The M:MS has 
funded archaeological studies to identify areas ofhigh 
probability for shipwrecks and to determine the water depths 
that could include prehistoric sites. This allows identification 
of~ blocks where archaeological surveys are required 
for approval ofoffshore operations. For operations in these 
blocks, industiy must submit the uchaeological surveys as 
part oftheir plan. About 900 such archaeological plans are 
reviewed annually. Ofthose reviewed, about 75 percent of 
pipeline applications and one percent ofplans iequire that 
industry take some measure, such as avoidance, to protect the 
resources. 

U.S. Year of the 
Ocean (YOTO) 

Because of its 
management 
responsibility for the 
Nation's ocean energy 
and mineral resources, 
MMS is playing a key 
role in YOTO. The 
MMS has the Federal 
lead for development ofa 
backgro\Dld paper on 
ocean energy and mineral 
resowces and is colead 
with NOAA for the ocean 
resource management 
paper. 

• 	 Arctic Offshore Oil and Gas Guidelines; Protection of the Arctic Marine 
Environment - The M:MS played a large role in writing and developing these guidelines, 
which cover all stages ofoffshore oil and gas activity in the arctic. The arctic States 
(Otnada, Denmark, Iceland, Finland, Russia, Sweden, Noiway, and the United States of 
America) adopted the guidelines in June 1997. The guidelines define a set of 
recommended practices for regulation ofoffshore oil and gas activities in the arctic for 
protection ofhuman health and safety and protection ofthe environment These guidelines 
constitute an important step in efforts to preserve the natural and cultural features ofthe 
fragile arctic environment for present and future generations. 

Environmental Studies 

The Environmental Studies Program (ESP) is responsible for providing the research and 
environmental information necessary to make informed decisions on OCS activities. 
Environmental studies are designed to address specific issues about the environmental and 
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socioeconorD.ic health ofa region, both before and after OCS leasing. Studies provide the 
information necessary to develop measures to minimiz.e adverse impacts on the environment. 

Technology Assessment and Research 

A team was formed to review the decisionmaking processes of the Environmental Studies, 
Technology Assessment and Research, and Oil Spill Research programs to prioritize oflimited 
research funds. Synergisms between the programs, leveraging of funds, and involvement of 
proper management in the process were explored. Adequate, quality research is essential to 
meeting the Bureau's strategic plan goal ofbasing decisions on sound science. 

The ESP actively seeks partnerships with stakeholders who are involved with, or affected by, 
OCS activities. Not only does this result in important consensus building, but it also affords an 
opportunity for leveraging dollars and accomplishing research objectives that otherwise might 
not be attainable. The MMS has established key research partnerships through the Coastal 

· Marine Institute (CMI) initiative in Louisiana, 
Cooperative Research Effort Alaska, ~d Calif~mia. 1n addition; several 

S partnerships focusmg on development of 
Geographic Information Systems (GIS) resources 
are in place with the Gulfcoast States and the 
National Oceanic and Atmospheric Administration 
(NOAA). The MMS also work with several other 
Federal agencies with relevant mandates to meet 
its information requirements to support OCS 
development and resource management decisions. 

. The MMS is working with the NMFS and the Fish 
and Wildlife Service on marine mammal studies, the Environmental Protection Agency on air 
quality and drilling discharge studies, and the Navy on ocean circulation modeling inthe GOM. 
The MMS supports meteorological data buoys off the Pacific and GOM coasts through NOAA's 
National Data Buoy Center. The data from these buoys Ire used by the National Weather Service 
as well as by MMS. 

Planned Activities for FY 1999 

Most ofthe studies have been conducted on the continental shelf out to 305 meters (1000 feet) of 
water. Rapid technological advances and recentlypassed legislation have resulted in a rush to 
develop both deep water and subsalt oil and gas resources. To meet the information needs 
created by this new development, the ESP is joining with other Federal, State, and academic 
institutions in an attempt to provide the information needed in the most cost-effective manner. 

Ofspecial concern, are the effects onshore facilities and infrastructure needed to support 
deepwater activities may have on Gulfcoast socioeconomic conditions. A good example ofthis 
is the study, "A Socioeconoinic Analysis ofPort Expansion at Port F ourchon," awarded to 
document the growth ofOCS support activities in the Port Fourchon, Louisiana, area. This study 
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will also develop a model of the economy of the area that will allow the projection offuture 
economic effects ofOCS activities. Other studies on these potential impacts and on the potential 
impacts to water quality, air quality, and wetlands are being planned. 

In addition, the proposed increase in FY 1999 will allow MMS to fund studies in the following 
areas. 

• 	 OCS·Related Infrastructure in the GOM 
• 	 Northern Gulf ofMexico Continental Slope Habitats and Benthic Ecology 
• 	 Workshop on the Status ofand Human Impacts on Marine Mammals and Sea Turtles in 

the GulfofMexico and Atlantic Ocean 
• 	 Assessment ofPotential Conflict Between the Fishing and Oil Industries in Deepwaters 

ofthe GulfofMexico 
• 	 A Joint Federal/lndustry Cooperative Studying Synthetic Drilling Muds and Cuttings 

Dischaiged into Deepwaters 
• 	 Stl.idy ofPhysical Processes in the Slope and Rise Using Numerical Models 
• 	 The Technology and Economics ofDeepwater Rigs 

Pacific Region - In the Pacific Region, monitoring ofthe coastal marine environment and 
onshore socioeconomic impacts will be conducted through partnerships with the State and local 
governments, and through the CMI at the University ofCalifornia at Santa Barbara. An 
additional partners4ip in the Pacific Region with Scripps Institute ofOceanography and the State 
ofCalifornia will allow :MMS to collect needed information on physical oceanographic processes 
in the Santa Maria Basin-Santa Barbara Channel area at a substantially reduced cost. 

Alaska Region - Studies in the 
Aluka Region will be designed to 
provide information for 
management decisions associated 
with the Beaufort Sea and Cook 
Inlet plans for lease sales, 
exploration, and development 
Physical oceanographic data will be ID.,,,...,,......,.. 
collected, and much·needed 
research on the fates and effects of 
oil in the arctic marine environment 
will be conducted through the CMI 
at the University ofAlaska at 
F eirbanks. With increased industry 
interest in the Beaufort Sea, studies 
ofbowhead whales and other 
subsistence valued species will be 
conducted to protect those 
important marine mammals, 
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Sand and Gravel - The rapidly expanding interest for using sand and gravel resources from the 
OC~will require environmental studies as coastal States continue to enter into cooperative 
agreements with the MMS for use of these resources. In addition, there is also interest by 
commercial firms and local jurisdictions for the use of sand and gravel for construction projects. 
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Resource Evaluation Program 
Justification ofProgram and Performance 

Analysis by Subactivity 
dollars in thousands 

1998 
Enacted 

Uncontrollable 
and Related 

Changes 
Programmatic 

Changes 

1999 
Budget 
Request 

Change 
from 
1998 

Resource Evaluation Prog7:11II1 $ 

FTE 
22,321 

204 
477 

0 
-865 

3 
21,933 

207 
-388 

+3 

Resource Evaluation 


This subactivity funds resource evaluation, economic analysis, marine minerals activities, and 
international activities. 

Elements ofResource Evaluation include 

• Regulation ofdata collection; 

•• Geological and Geophysical data acquisition and analysis; 

• Resource assessment; 
• Resource estimation; 
• Tract evaluation; 
• Reserves inventory; 
• Technical information distribution. 

The Resource Evaluation (RE) program is involved in all cycles ofOCS program activities. For 
the 5-year plan and individual lease sales, RE identifies broad areas ofthe OCS thought to be 

to contain oil 
and natural gas. 
After a sale is 
held, RE 
determines 
specific values 
for individual 
tracts offered 
for sale. Once 
leases are 
issu~RE 
ensures that 
discoveries are developed and produced in accordance with the goals and provisions ofthe 
OCSLA. 

most promising ,....----------------------------. 
Determines specific values for individual 

tracts that JCCcivcd bids. ~ 

5-Year Before 
Plan 

.... 
Sale 

~ Identifies broad areas ofthe~ Develops indcpcadent cstimales of 
OCS thought to be most original amo1D1ts ofoil and gas in 
pnnnising in terms ofoil disc:ovc:red fields on leased tracts. 

and ps resources 

After Leases 
Sale Issued 
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Regulation ofData Collection - The MMS is charged with developing and implementing 
regulations (30 CFR Parts 251 and 280), rules, and procedures that must be followed by any 
party who collects prelease G&G data and information on the OCS for pmposes related to 
mineral exploration, development, or production. Adherence to these regulations ensures that 
exploration and research activities will be conducted in an environmentally safe manner and not 
interfere with other activities occurring in the area. The regulations govern the permitting, data 
collection, and release of information. 

G&G Data Acquisition and Analysis - The primary source ofthe Geological and 
Geophysical data and information used by the RE program is the oil and gas industry. While the 
MMS does not directly collect any data, permits issued to industry for collecting such data 
include a stipulation that allows MMS to inspect the data and selectively acquire portions for 
only the cost ofreproduction. 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 data. 

The data are used by MMS for lease sale tract evaluation for fair market value (FMV), for 
resource assessment, royalty relief determinations, preparation ofEIS' s, lease sale decision­
making, and general offshore program management These data are, therefore, very important to 
:MM:S because so many decisions are made based on the intexpretation ofgeoscience data and 
information. The interpretations generated by MMS data are held proprietary by MMS in 
accordance with regulations. 

The RE program is converting its entire seismic database into a digital form usable by the new 
computer workstations, a project that will take several years at current funding levels. Digital 
seismic data is needed to support tract evaluation; reserves inventory and field determinations, 
regional mapping and assessment, review ofdeepwater royalty relief applications, and unitiz.ation 
functions. In the case ofdigital well logs, 100,00o+ paper well logs in the GOM will be 
converted into digital format by a private contractor. 

Resource Assessment - The RE program identifies geologic plays on the OCS that offer the 
highest potential for oil and natural gas and nonenergy development and production. Following 
the identification ofthese geologic plays, a thorough analysis ofthe play's hydrocarbon potential 
occurs. An assessment of the plays undiscovered resource potential and its economic viability is 
made using state-of-the-art computer-based geologic and economic models. lbis will focus the 
necessary environmental and technical studies to identify environmental and operational 
constraints as well as to assist in the consideration ofeventual leasing decisions, as leasing 
activity moves into deep water. 

All ofthis information (e.g., identification ofplays, the assessment ofthe hydrocarbon resources 
that may be present, and their economic viability), is used in the 5-year Program formulation 
process. as well as specific lease sale decisions. lbis information is also needed for analysis of 
Administration and Congressional policy and legislative proposals affecting OCS lands activities. 
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Resource Estimation -The MMS estimates the possible amounts ofundiscovered oil and 
natural gas believed to exist under Federal waters. The estimates are developed using complex 
computer models and methodologies that incorporate specific geologic information, 
mathematical and statistical analyses, risk and probability theories, and a variety ofassumptions 
pertaining to economic scenarios, petroleum engineering 
data, and additional technical assumptions. Resource 
estimates have addressed vast areas, such as the GOM, 
offshore Alaska, or the entire OCS, and are also made for 
smaller areas, such as aparticular lease sale or deferral 
option. The estimation process requires that estimates be 
developed for "technically recoverable" as well as 
"economically recoverable" oil and natural gas. Similarly, 
estimates ofundiscovered resources on tracts cunently 
leased are estimated separately from those on unleased 
lands. These are periodically revised as economic 
scenarios, and lease inventory changes occur in each 
planning area. Resources must also be estimated support 
critical analyses ofpotential impacts ofpolicy options, 
legislative proposals, EIS' s, and industry activities affecting 
cuncnt and future OCS oil and natural gas activities. 

Tract Evaluation - The MMS is responsible for assuring 

Recoverable Resources 
The OCS is estimated to 
contain over h'alfofthe 
Nation's conventionally 
recoverable oil and 
gas resources. 

that the Federal Government receives fair market value (FMV) for rights to mineral resources on 
individual OCS tracts. Immediately after a lease sale, MMS begins the process of.determining 
whether a bid can be accepted and a lease issued. Acceptance ofa bid is based on a two-phase 
process. 

Phase 1 is conducted on a tract-by-tract basis and is 
--------------- normally completed within one week ofthe bid 

opening. It is designed to accept those high bids 
where the competitive market (at least three bidders 
on a tract with general agreement on the three 
highest bids) can be relied upon to assure receipt of 
FMV. Additionally, bids are accepted on tracts 
where Government data indicate the tract does not 
contain an economically viable prospect; therefore, 
no further FMV analysis is required. 

Those high bids not accepted in phase 1 receive 
further evaluation in phase 2. For those high bids, 
MMS geoscientists prepare detailed estimates of 
the economic value ofoil and gas resources on each 
tract in phase 2. The high bids are then compared 
to Government estimates ofvalue. 
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Tract evaluation uses mathematical and statistical models to integrate geophysical, geological, 
engineering, and economic data to derive tract values. The process accounts for 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 into FY 1999, is underway to 
improve the tract evaluation model (MONTCAR) to ensure receipt ofFMV. MONTCAR was 
revised to handle the royalty suspension volumes mandated by the Deep Water Royalty Relief 
Act (DWRRA). 

Reserves Inventory - The MMS develops independent estimates oforiginal amounts ofoil 
and natural gas in discovered fields by conducting field reserve studies on the OCS. Determining 
which specific leases comprise individual fields is a critical factor in deciding the eligibility of 
leases for royalty relief pursuant to the DWRRA. Each ofthese determinations could potentially 
involve hundreds ofmillions ofdollars to the U.S. Treasury. The estimates are revised 
periodically to reflect new discoveries and incorporate development information and annual 
production. Studies ofunproven fields are especially critical in royalty reduction efforts, since 
any royalty 'rate reductions may help these fields become economically viable to develop and 
produce. The interim geologic information and engineering reviews support other OCS program 
activities es well BS Royalty Management Program functions and cooperative efforts with the 
Energy Information Administration of the Department ofEnergy. 

Technical Information Distribution - The MMS develops important technical information 
regarding the ·hydr9carbon resources on the Federal OCS, which is useful to industry. Federal and 
State agencies, and the general public. By FY 1999, Volumes I and ll of the GOM Oil and Gas 
Atlas Series will provide important information to the operators in the GOM because the series 
will focus on producing reservoirs and plays and will tie the geology together. Other OCS 
reports that contain other technical information, such BS the geology ofOCS planning areas, 
certain offshore wells;G&G data acquisition, production projections, and annual reserveare also 
prepared. The Field and Reservoir Reserve Estimates Reports give a perspective on national 
trends ofproduction, additions to the offshore reserves base. and drilling activity. 

Economic Analysis 
The RE Program also prepares an annual 
report to Congress evaluating bidding 
results and competition on the previous 
year's sales and addresses work on 
specific economic issues and program­
related analysis, including the potential 
effects ofalternative policies on MMS 
customers. The focus ofthis work is to 
enable the MMS to ensure that the public 
receives FMV for OCS mineral 
development and to provide for mineral 
development on the OCS. Economic and 
statistical analyses are performed that 

Economic Analysis Priorities 
Design and study alternate auction and leasing 
arrangements. 

Assess the performance ofbid adequacy rules 
for lease sales. 

Evaluate policies to expand royality relief 

authorities. 


Provide economic analysis to other MMS 

program activities. 
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incorporate 'RE program data and information into overall MMS and DOI leasing policies and 
program decisions. These activities require sophisticated statistical and analytical modeling 
capabilities and access to a diverse array ofOCS data. 

Marine Minerals Activities 
The Marine Minerals Program is responsible for all minerals other than gas, oil, or sulphur. 
Interest in OCS sand resources has been steadily increasing the past few years and bas been the 
dominant concern ofthe marine minerals staff. Demand for OCS sand is rising due to continued 
State concerns over coastal erosion and the environmental concerns involved in using nearshore 
sands. There is also a growing need for offshore sources ofconstruction aggregate material. 
Amendments to sections 8(k) and 20(a) of the OCSLA in 1994 provide for negotiated 
agreements in lieu ofcompetitive bidding for obtaining OCS sand, gravel, or shell resources for 
certain public works projects. The MMS and coastal States use a cooperative approach toward 
mineral resources development questions. States and the MMS engage in jointly funded 
cooperative studies to identify the need for, and availability of, OCS sand resources for beach 
nourishment pwposes. When warranted and when funds are available, environmental studies are 
developed and conducted within the identified sites. Both types ofstudies provide the 
information base needed for negotiated agreements. 

International Activities 
The MMS's international activities focus on the commitment to environmentally safe and sound 
offshore oil and gas operations worldwide through: 

• 	 Technical and information exchanges with advanced and emerging nations; 
• 	 Providing technical advice to the State Department on a broad spectrum ofinternational 

instruments (protocols, treaties, growing number ofregional agreements) that affect domestic 
offshore oil and gas regulatory responsibilities; and 

• 	 Participating in regional/'mternatioual forums that address the need to integrate sound science 
into the regulatory process. 

Technical andInformation Exchange - MMS has an ongoing dialogue with Canada, the 
United Kingdom, and Norway via an established International Regulators Fon.un to exchange 
engineering, scientific, and ~ information to improve the safety ofoffshore oil and gas 
operations among participating countries. The MMS secs the need for this dialogue to expand in 
order to gain fust hand experience ofthese countries' oil and gas operations. Plans include 
participating in joint research projects with other international oil and g~ producing nations, 
leveraging funds, and exchangjng personnel. The MMS is pmsuing a Memorandum of 
Understanding with Norway to broaden its research and personnel exchange opportunities. 

The MMS is also copartners with Norway and Russia in a study to assist the Russian Federation 
and examine the feasibility ofestablishing a comprehensive offshore oil and gas safety and 
environmental regime. 1bis cost-reimbursable effort represents a consortia ofregulators - the 
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MMS, the Norwegian Petroleum Directorate (NPD), and the Russian government's Ministry of 
Natural Resources. In FY 1999, based on the results ofthe study, the Russian government is 
expected to decide whether to proceed with developing such a regime. The MMS sees a growing 
need for a similar effort in the Caspian Sea region based on the strategic importance ofthis 
region and the involvement ofU.S. companies. These nations who are making the transition to 
privatization oftheir downstream oil and gas operations benefit from the hands-on experience of 
the MMS in fostering environmentally solDld oil and gas activity in a way that private firms can 
make stable investment decisions. 

The MMS signed a Science and Technology Memorandum ofUnderstanding with China to 
exchange information on offshore and royalty programs. Implementation ofthat agreement is 
expected in FY 1999. 

Technical Advice to the Department ofState (DOS) - Historically, MMS has provided 
technical input and monitoring ofinstruments ofinternational law and organizations that bear 
upon the Bti.reau's domestic regulatory authority/domain. In FY 1999, MMS expects to continue 
assisting and monitoring the activities of the Arctic ColDlcil, Convention on the Law ofthe Sea, 
London Convention 1972, International Convention for the Prevention ofPollution from Ships, 
and the Gore-Chemomyrdin Commission. 

Technical assistance on negotiations with Mexico regarding the bolDldary in the "Western Gap" 
ofthe Gulf ofMexico will be a major focus ofMMS assistance to the State Department This 
issue impacts Federal offshore oil and gas lease sales in the Gulf ofMexico and the expanding 
investment in the Gulf's deepwater regions. In FY l 998, MMS played an active role in 
developing regional Arctic Guidelines for offshore oil and gas operations with littoral Arctic 
Ocean countries. The MMS anticipates that these regional efforts will continue in FY 1999, both 
the need to monitor and to participate when requested by the State Department. 

Participating in Regional/International Forums - In the spring of 1998, an oil-spill 
response workshop was held in India. A workshop on platform decommissioning and use of 
artificial reefs is also being planned with Indonesia, Malaysia, and Thailand. The subject of 
decommissioning will bear directly upon the United States due to the substantial number of 
platforms maintained in the U.S. OCS. In FY 1999, MMS will participate in meetings ofthe 
Western Hemisphere Oil and Gas Environmental Forum to discuss topics affecting the offshore 
oil and gas industry in the Western Hemisphere nations. In addition, there are numerous industry 
and international organizations (e.g., International Organi7Jltions for Standardiz.ation, 
International Maritime Organi7Jltion, the London Convention of 1972, the Oil Industry 
Exploration and Production Forum, the Western Hemisphere Oil and Gas Environmental Forum, 
the World Conservation Forum, the International Convention for Prevention ofPollution from 
Ships, the International Regulators Forum, the United Nations Convention on Law ofthe Sea, the 
Asia-Pacific Economic Commission) that require monitoring and MMS participation because 
standards, including equipment adopted, affect how the oil and gas industry operates worldwide 
to include our own U.S. waters. · 
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Regulatory Program 

Justification ofProgram and Performance 


Analysis by Subactivity 

dollars in thousands 

Uncontrollable 1999 Change 
1998 and Related Programmatic Budget from 

Regulatory Program Enacted Changes Changes Request 1998 

Regulalion ofOperations $ 35,392 813 2)00 38,405 +3,013 
ITE 326 0 18 344 +18 

Technology $ 885 0 0 885 0 
Assessment & Research ITE 0 0 0 0 0 

Total $ 36.),77 813 2.200 39,290 +3,013 
ITE 326 0 18 344 +18 

The Regulatory Program subactivity includes two progiam elements: Regulation of Operations 
and Technology Assessment and Research. The MMS governs offshore operations with the goal 
ofensuring that mineral development is conducted in a safe and environmentally sound manner. 
1bis goal becomes more challenging each year with the increase in operational activity, 
especially as evidenced in the GulfofMexico OCS, which is one ofthe most exciting 
exploration and development areas in the world. 

Regulation of Operations 
Regulation of Operations activities include: 

• Inspections; 
• Safety and Environmental Management Program (SE:MP); 
• Annual Operator Performance Reviews; 
• Approval of industry activities and requests; 
• Civil and Criminal Penalties; 
• Incident Analysis; 
• Industry Training; and 
• Rulemak.ing. 

Inspections -The inspection ofOCS oil and gas operations is a major activity ofthe regulatory 
program. The MMS inspects drilling and production facilities on the OCS using both scheduled 
and unannounced inspections. An inspection can range from two hours in duration by a single 
inspector to several days by two or more inspectors, depending upon the operation being 
inspected (drilling, production, workover, well completion, measurement, etc.) and the 
complexity ofthe facility. 
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for many scheduled inspections and makes available time and resources for unannounced 
inspections at facilities that pose a greater risk. The total time spent inspecting will not be 
decreased. These alternate methods however, will allow MMS to shift the focus onto higher risk 
operations without diminishing the effectiveness of the inspection process. 

The MMS developed a strategy to target high-risk facilities to further improve its inspection 
program. The frequency ofincidents ofnoncompliance (INC's) at a facility has proven to be a 
good indicator ofrisk. The risk factors are to be used in a matrix which will indicate the level of 
risk (i.e., high, medium, low) for each facility analyud. Pilot projects have been developed for 
mid-FY 1998, and the target for implementation ofrisk-based inspections is early FY 1999. 

Companies with questionable performance are dealt with and monitored closely until 
performance improves to an acceptable level. Inspection frequency is based on the risk posed by 
individual OCS facilities and company performance. The MM:S will impose civil and criminal 
penalties whenever wamnted and may go as far as to disbar operators from OCS activities if 
poor performance is sustained. Rules are written to enhance industry performance. The MMS is 
proposing a role that would further expand the bureau's ability to limit the activities of, or 
remove, an operator based upon poor performance. The bureau plans to institute a phased 
approach for removal ofan operator where the operator will have ample opportunity to 
demonsqate improved performance. Criteria are being established to determine operator 
performance. 

The focused facility inspections we're initiated to enhance the inspection program. These 
inspections are based on a systematic (focused) approach emphasizing the Saftey and 
Environmental Management Program (SEMP) concept In this approach, engineers and 
inspectors join forces to participate in inspection.teams. The result ofthis collaboration is 
enhanced technical expertise in production, drilling, and other related specialty areas ofoffshore 
operations and safety. In addition to MMS personnel, inspection teams may include .Personnel 
from industry, other Federal, State, and county agencies as appropriate. The U. S. Coast Guard 
may also play a significant and distinct role in these inspections. 

In response to the changing climate on the OCS, the increasing number ofindependent oil and 
gas operators, the development ofnew technologies for deepwater operations, new inspection 
strategies, and the heightened focus on the importance ofhuman factors in OCS operations, 
MMS saw the need to develop a formal inspector training program. This program is designed to 
ensure that MMS inspectors have the skills needed to perform the duties of their jobs in a 
professional manner. The goal ofthe program is to develop the long-term capabilities ofthis 
workforce and improve current on-the-job performance. Training is presented to the inspector 
workforce in an interactive (CD-I or CD-ROM) forma~ through videotapes, or in a conventional 
cla.moom setting. An emphasis is also put on conducting inspections consistently among 
regions, districts, and within districts. 

Safety & Environmental Management Program (SEMP) - Both a 1990 MMS task 
force on inspection and enforcement and the Marine Board ofthe National Academy ofSciences 
recommended that OCS operators develop and implement a safety and environmental 

Minerals Management Service 114 FY 1999 Budget Justification 



Regulatory Program 

management program. The SEMP is intended to reduce the risk of accidents and pollution from 
OCS operations by incorporating safety management practices into all facility activities and by 
establishing clear safety goals and management tools for achieving them. A SEMP plan 
describes, among other things, the responsibilities ofcompany officials, employees, and 
contractors; training programs; audit systems; and the means for assuring regulatory compliance. 

The American Petroleum Institute (API), the Independent Petroleum Association of America, 
and the Offshore Operators Committee, with MMS participation, developed an industry-wide 
recommended practice. The MMS subsequently requested that industry voluntarily adopt the 
recommended practice, and monitor performance to decide whether or not regulations were 
necessary. The API's third-year draft report on the status ofSEMP implementation was received 
in late FY 1997 and provided input for a Federal Register notice. This notice stated that the 
voluntary approach to operator implementation would be continued, but it also provided clear 
statements that MMS Will increasingly scrutinize operator performance. 

Through cobperative reviews, MM:S has begun experimenting with what role, ifany, it might 
bring to operator's audits oftheir own SEMP plans. Another element of SEMP is the 
Performance Measures Pilot Project, which attracted 17 companies who provided data at two, 1­
day workshops in late FY 1997. These workshops presented measures, uses and methods for 
reportin~performance. The MMS continues to work collaboratively with industry 
representatives to refine clearly articulated and consistently-applied measures ofperformance for 
all operators. 

Annual Operator Performance Reviews - In mid-FY 1997, MMS developed and 
implemented a program to conduct annual operator performance reviews. The reviews assess 
how well the industry is performing relative to regulatory compliance measures. To share 
information, :MMS meets with companies at regional and district offices to learn and widerstand 
how operators plan to maintainfunprove their compliance, safety, and environmental. 
performance levels. The annual reviews focus on history ofcompliance, violations forwarded 
and assessed for civil penalty review, accident/incident history, and SEMP implementation. The 
MMS will continue to meet with operators annually to discuss the previous year's performance. 
Information gathered from operators may lead to MMSfmdustry workshops where "lessons 
learned" and successful performance will be discussed. The MMS is maintaining a database 
regarding annual peiformance review meetings for several reasons, one being that inspectors may 
refer to the database when a "new" operator enters their district 

Approval ofIndustry Activities and Requests - Operators are required to obtain MMS 
approval at various stages ofcertain activities. 

"Unitization" is the term used when two or more leases, or parts ofleases, are combined. 
Lease Suspensiom 

Unimation and 
effectively erasing the lease bo\Dldaries and creating one "lease" {unit) handled by one 
operator. The purpose is expedient and efficient exploration and development ofthe 
unitU.ed area. 
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Royalty Relief The Deep Water Royalty Relief Act provides for royalty volume suspensions on pre-
Requests enactment leases in water depths of200 meters or more after submission ofan 

application and detennination that new production from the lease would be uneconomic 
without royalty relief. 

Down hole The MMS may grant approval to commingle hydrocarbons produced from multiple 
Commingling reservoirs within a common wellbore (commingle two mnes and produce as one). The 

Requests goal is to maximize ultimate recovery ofthe hydrocarbons by reducing costs and making 
the operation more efficient 

New Consenation 
Initiatives 

Reviewing requests to abandon completions in deep water and investigate high­
production-rate wells. 

Surface 
Commingling and 

Measurement 

This primarily involves pipeline systems, where requests are received to commingle 
production from two or more leases/units. 

Consenation in Conservation reviews (reviewes to assure that the maximmn amount of resources are 
Deepw.ater produced) are done for several reasons: the enonnous cost ofdeepwater ventures can 

Opendons Plans lead an operator into a position necessitating quick recovery of investment at the 
expense of long-term conservation considerations, and waste ofhydrocarbon resources 
could oe<:Ur ifproducil>le hydrocarbon reservoirs are bypassed in an operator's 
development sdieme in. favor ofproduction from more prolific, higher-rate zones. 

Ga.s-cap•Production 
Requests 

This involves extracting a layer ofgas that sits on top ofan oil deposit prior to extra~ing 
the oil. The concan is that producing the gas prior to extracting the oil will cause the 
reservoir energy to deplete, and with insufficient pressure to produce the oil, oil reserves 
will be left behind. 

Civil and Criminal Penalties - By pursuing, assessing, and collecting civil penalties, MMS 
encourages compliance with OCS statutes and regulations. On August 8, 1997, MMS published a 
Final Rule that amended 30 CFR Part 250, Subpart "N-Remedies and Penalties," which 
simplified the regulations and increased the maximum civil penalty to $25,000 per day per 
violation. 

In addition to the OCSLA civil penalty authority (which 
includes the current OCSLA financial responsibility 
regulations), the Oil Pollution Act (OPA) and Executive Order 
12777 gave Mrv:IS civil penalty authority to enforce the OPA­
mandated finaiicial 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. 

Incident Analysis - In FY 1997, the Mrv:IS initiated an 
incident analysis program that uses accident statistics to: 

• 	 Identify operational trends, determine their root cause, 
and gain a better understanding ofsafety problems; and 

Civil Penalties 
August 1990-November 1997 

$1,293,820 

116 	 FY 1999 Budget Justification 



Regulatory Program 

• 	 Assess individual companies' performance as related to the number, type, and frequency of 
offshore incidents. 

Incident data reside in the Offshore corporate database. The 1\.1MS is working to normalize 
incident data to ensure equitable comparisons among companies. Thus far, MMS has produced 
statistics that have helped assess the safety performance ofcompanies. 

Industry Training - Newly enacted industry training regulations have provided flexibility 
and reduced some regulatory burden for the lessee and contract employees in drilling, well­
completion, workover, well-servicing, well-control, and production safety system operations. To 
further modernize, the MMS published a proposed rule in FY 1998 to implement a new 
performance-based training system for OCS oil and gas activities. This system primarily focuses 
on training results rather than on the process by which the employees are trained. By developing 
appropriate performance measures, MMS will be able to evaluate the effectiveness of the lessee 
and contrac~or training programs by: 

• 	 written testing; 
• 	 simulator or live well testing for well-control; 
• 	 hands-on production testing; 
• 	 employee interviews; and 
• 	 training system review 

This approach makes lessees and contractors responsible for the quality and level oftraining of 
their employees, a concept basic to the performance.based system. In FY 1999, written testing 
will be used as a regular measure ofperformance under the new Subpart "O" training program. 
The program will focus on lessees and contractor personnel that are not perfonning to industry 
standards. Also, written testing along with other performance measures will be used to further 
develop and adjust MMS regulatory and research programs. 

Rulemaking - Rules and regulations implement redundant actions necessary to improve and 
ensure safe and environmentally sound offshore operations. New regulations are written to 
implement recent statutes, and existing regulations are revised so that those affected (such as new 
companies and small entities) can easily understand them and know how to comply. Rules are 
also revised to reflect technological advances and changes in industry practices. 

The MMS continually strives to improve the rulemaldng process. The process mandates that 
rules: 

• 	 follow Federal Register format; 
• 	 are written clearly; 
• 	 meet infonnation collection (Paperwork Reduction Act) requirements; 
• 	 clear the necessary rulemaking analyses (E.0. 12866, Regulatory Flexibility Act etc); 
• 	 are legally sound and reflect MMS policy; and 
• 	 act responsively to public and industry concerns. 

Minerals Management Service 117 	 FY 1999 Budget Justification 



Priorities iil the rulemaking process reflect areas ofconcern with increased activity: 

• 	 Production safety - to reflect current technology and industry practices, evolution of 
deepwater technology, electric and computer driven systems; changes in standard practices. 

• 	 Abandonment of wells - decommissioning ofnonproducing or shut-in wells. 

• 	 Exploration, development and production plans - to meet environmental infonnation needs 
and reflect changes in technology, for compliance with NEPA and Coastal Zone Management 
Act(CZMA). 

• 	 Pipelines - to improve standards for reviewing and approving pipelines (known to have a 
significant environmental impact) and interaction on State pipelines. 

• 	 Disqualification of operaton - to provide criteria the MMS will consider, individually or 
collectively, in evaluating whether to disqualify operstors with repeated poor performance 
from acquiring additional leases; or in particularly serious cases, to disapprove or revoke a 
company's status as a designated operator. 

• 	 Training - to move the MMS towards pcrf onnance based training providing less perspective 
and less burdensome training requirements on lessees and operators. 

• 	 Oil Spill Financial Responsibility - to implement the OPA 90 mandate for lessees to 
demonstrate financial responsibility, including facilities in State waters seaward ofthe line of 
ordinary low water. 

Planned Activities for FY 1999 by Area · 

Alaska 

• 	 Increase operational commitments associated with the development ofthe Joint Federal 
State Alaska Northstar unit Liberty development plan in the Beaufort Sea, Alaska. 

• 	 Continue implementation ofOPA 90 by (1) working on oil spill contingency plans and 
prevention ofoil spills in State waters with the State and other Federal agencies; (2) active 
participation in implementation ofthe new OPA rules for financial responsibility; and (3) 
increasing coordination with the State ofAlaska to administer provisions of 5G) ofthe 
OSCLA and certificate offinancial responsibility (COFR) responsibilities \Ulder the OP A 
for oil and gas facilities on submerged lands in state waters. 

• 	 Increase regulatory responsibilities associated with two new development projects, 

Northstar and Liberty, and new exploratory drilling activity on the Sandpiper Unit. 


Gulf of Mexico 
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• 	 A record number ofrequests to permit a long list ofcomplex activities are anticipated. For 
example, between 1992 and 1996, the number ofsubmitted exploration and development 
plans almost doubled from 407 in FY 1992 to approximately 800 in FY 1997. Based on 
·1996-1997 activity, it is anticipated that the number ofexploration and development plans 
will continue to rise rapidly in FY 1999. Each development plan will require more focused 
environmental analysis and complex technical review, platform approval, visits to 
construction yards for onsite inspections, and safety inspections ofdevelopment operations. 
Increased emphasis on deepwater development and the associated innovative technology 
for drilling and production, as well as the need to address engineering, safety, and unique 
supplemental bonding issues, all present new challenges. 

• 	 The increased sophistication and complexity ofdeepwater structures will require longer 
inspection periods and transit flight times. Not only will individual inspections take longer 
(the most complex inspections could take two or more inspectors several days to 
complete), but the total number ofinspections conducted by the Region is expected to 
incmise by 1Spercent over the FY 1996 level. 

• 	 In FY 1997, requests for approvals for long.distance pipeline rights-of-ways was up by 14 
percent The number was already up 21 percent in the previous 2 years. Due to the 
increased number ofactive leases and the fact that many deepwater finds are located in 
areas where there is no existing pipeline infrastructure, future pipeline right-of-way and 
installation applications are expected to continue to increase in number as well as 
complexity. 

Pacific 

• 	 Two areas ofsignificant cooperative effort for FY 1998 and FY 1999 will involve offshore 
facility decommissioning and seismic requalification ofoffshore oil and gas ~tures. 
The Region and the Califomia State Lands Commission have established joint working 
groups with the goal ofdeveloping consistent policies and regulations. 

Technology Assessment and Research 

In 1978 the OCSLA was amended to include the requirement that the Best Available and Safest 
Technologies (BAST) be used for offshore production ofoil and gas. The goal ofTechnology 
Assessment and Research (TA&R) are to determine the CUITent state oftechnology being used 
offshore and to improve that technology. 

The TA&R studies investigate and assess safety-related technologies. Study results support the 
technology basis for MMS's permitting ofdrilling and production operations, safety and pollution 
inspections, enforcement actions, accident investigations, and well-control training requirements. 

The focus ofTA&R Research effort include: 
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• 	 deepwater operations to include operational safety issues as well as the integrity of 

structures and pipelines; 


• 	 human and organizational factors and how they can be addressed to mitigate accidents; 

• 	 the aging offshore infrastructure to include both platforms and pipelines and use ofnew 
materials; and 

• 	 Arctic technology. 

Deepwater - facilities that are being developed are based on new operational and structural 
concepts. The MMS and industry have little past experience with the new concepts on which to 
base technical or regulatory decisions. The TA&R Program will continue to support deepwater 
research initiatives to ensure that technical issues are adequately addressed for sound regulatory 
decisions. Production systems are being designed for depths of1,825 meters (6,000 feet) and 
greater. Th"e product pipeline networks for oil and gas will be extended well off the continental 
shelf and down the continental slope. Large reservoirs will be serviced by newly designed 
production facilities, with extended capability to handle distant subsea completions, and will be 
operated by consortia oflarge companies. Smaller reservoirs will be produced using small 
moored floating platforms, many ofwhich will be capable ofreuse in other locations. 

As more reserves are being discovered in deep water, the technology needed to design and build 
deep-ocean compliant structures, such as tension leg platforms (1LP's), continues to evolve to 
meet operational and economic needs. This rapid evolution in technology used by industry 
needs to be independently verified by MMS to ensure continued safety ofoperations and 
protection ofthe environment. 

Human and Orgonizational Factors (HOF) - The TA&R Program has a leadership role 
in promoting research relative to human and organizational factors (HOF) and how their 
contributions to accidents and pollution events may be mitigated. The MMS will continue to 
support HOF and other research initiatives to improve and assist SEMP efforts. Studies have 
been initiated that emphasize human and organizational factors that affect responses during 
normal and emergency operations on offshore platforms. Offshore facilities provide a minimum 
of space for placement and operations ofcomplex and densely configured drilling, production, 
and processing equipment. The failure ofa single element in these tight quarters can cause a 
cascade of sequential failures, resulting in a catastrophic failure ofthe system. Facility systems 
must be designed, arranged, operated, and inspected to minimiu the potential for failure ofany 
element. 

Offshore Infrastructure Continues to Age - Also, as the offshore infrastructure continues 
to age, one emphasis ofthe TA&R Program will be to promote appropriate research to assess the 
integrity ofolder offshore facilities. In addition, much progress has been made in producing new 
materials such as metal matrix composites and fiber-reinforced plastic materials for application 
to offshore oil and gas operations. Further progress can be made for engineered materials 
offering properties that allow for new designs ofoffshore structures and operational components 
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such as risers. 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 the use of advanced materials for offshore oil and gas operations. 

Arctic Technology- Sea ice is the most 5evere environmental factor in the arctic. The 
hazards it creates are potentially greater than the hazards faced in open-ocean operations. Such 
haz.ards range from the forces that moving sea ice exerts against offshore structures to the 
gouging of the seafloor (a factor to be considered in the placement ofpipelines). Engineering 
data for these hazards are important as operations move from exploration to production and as 
structures are considered for deeper water. 

Maximizing Research Dollars - The program operates through contracts with universities, 
private firms, and government laboratories, and jointly funds studies with other Federal agencies, 
State and local government agencies, government agencies of Canada, Norway, and the United 
Kingdom, Universities, and industry. Joint funding ofprojects is popular because of shared 
interest and the recognition that this is the most effective and efficient method to leverage 
available funds. 

A team was fanned to review the decisionmaking processes ofthe Environmental Studies, 
TA&R, and Oil Spill Research programs to ensure the best possible prioritiz.ation of limited 
research funds. Synergisms between the programs, leveraging offunds, and involvement of 
proper management in the process were explored. Adequate, quality research is essential to 
meeting the Bureau's strategic plan goal ofbasing decisions on sound science. 

Planned Activities for FY 1999 

• 	 Study ofHuman Factors in Offehore Operations - This study will define factors that 
affect responses during normal and emergency operations on offshore platforms. The study 
will focus on three topics: tasks and responses associated with managing a "kick" during 
drilling operations, crane operations, and service vessel activities. 

• 	 Support/or the Composites Engineering andApplications Center for Petroleum 
Exploration and Production -The specific goals proposed for the Center are to: (1) 
identify and quantify the opportunities for using composite materials in the petroleum 
industry; (2) develop composite applications that will reduce the cost of petroleum 
operations; (3) establish the technical infrastructure needed by the industry to use 
composite products; ( 4) develop composite applications that extend exploration and 
production capabilities beyond current limits; (5) facilitate joint industry projects to 
develop experience and study the performance and reliability ofcomposite products in 
critical operations; (6) bridge technology gaps with research and development, and 
technology transfer programs; and (7) serve as a liaison between the U.S. petroleum 
industry and the certification/regulatory agencies on issues concerning the use ofcomposite 
products. 
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• 	Support ofthe Offshore Technology Research Center (OTRC)-The OTR.C will develop 
solutions to structural problems that are faced in drilling and production in deep water. 
Research focuses on the interactions between structures and fluid materials and the 
seafloor. As a joint participant, the MlvfS will receive access to all the research results and 
will be able to apply this infonnation to regulatory decisionmaking. 
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Information Management Program 

Justification ofProgram and Performance 


Analysis by Subactivity 

dollars in thousands 

Uncontrollable 1999 Change 
1998 and Related Programmatic Budget from 

Enacted Changes Changes Request 1998 

Information Management s . 13,941 249 0 14,190 +249 
Program ITE 109 0 0 109 0 

The Information Management Program (IMP) subactivity funds information technology (IT) 
personnel support costs, hardware, software, training, maintenance, and IT technical support for 
the Offshore Program. The IMP provides a central foundation for the management of the large 
volume of information and data used in Offshore' s scientific, engineering, and management 
activities. . 

To ensure that IMP provides the infrastructwe and services that are required to support IT 
activities Offshore-wide, an Information Management Committee (IMC) was established with 
managers from all major program areas in Headquarters and the three MMS Regions. The IMC 
regularly· revisits Offshore IT needs, reprioritizes based on new circumstances, and collectively 
determines the most efficient distribution oflimited IMP resources. 

Headquarters staff(located in Washington and the GOM Regional office) provide single-point 
management and coordination/standardization ofIT activities, resulting in an efficient centralized 
operation. Responsibilities include:· 

• 	 Nationwide policy coordination and standardization for Offshore's IT program; 

• 	 Leadership in the design, development, and implementation ofthe Offshore corporate 
database; 

• 	 Coordination ofOffshore-wide area network activities and Bureau-wide technology 

integration; 


• 	 Planning, technical editing, and graphic illustration services for scientific and technical 
publications and programmatic documents used by Congress, States, and the public for 
decisionmaking; and 

• 	 Information and publication distribution services for Offshore Headquarters program 

offices. 


The ADP units in each ofthe three MMS OCS Regions (Alaska, GOM, and Pacific), as well as 
Headquarters, provide onsite support to program staffin those localities. This includes: 
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• 	 Maintaining the computer facilities in each location; 
• 	 Technical support for Local Area Networks (LAN); 
• 	 Locally implementing Offshore-wide standards and policy; and 
• 	 Providing help desk, training, and computer room operations support for the program 

offices. 

The IT needs have evolved rapidly, increasing many-fold over what was envisioned just a few 
years ago. New developments in Offshore and general requirements ofthe information age are 
affecting the IMP in the following general areas: 

• 	 Users are more mobile and need remote access to information and systems; 
• 	 More applications must be developed and maintained; 
• 	 More data must be stored and processed; 
• 	 Data management methods must be refined to support the additional data; 
• 	 Computers and networks must be faster and more powerful; 
• 	 Data must be structured according to industry data standards; 
• 	 More resources must be applied to coordinating, testing, and implementing administrative 

systems and reengineering projects; 
• 	 Deployment and management ofOffshore-wide systems and standards must be more 

~fully coordinated; 


• 	 Increased security requirements must be addressed; and 
• 	 Skill levels must keep pace continually with the rapid rate oftechnology change. 

Planned activities for Upcoming Years 

The IMP activities work towards completing the TIMS project, as an element ofa redefined 
Ol\11M IT Program Plan to support the OMM strategic objectives. The focus is on meeting the 
challenge ofmaintaining current levels ofoperation while supporting new or enhanced program 
activities in such areas as deep water and seismic interpretation. This includes maintaining and 
expanding the benefits realized by the TIMS project through on-going life cycle management, 
maintenance, and support ofthe existing information technology systems and infrastructure 
thereby facilitating changing information requirements inherent in the OMM program. Examples 
include maintaining and expanding the TIMS COipOrate data bases, supporting and testing new 
technologies, developing and supporting computer based applications, and upgrading computer 
networks. 
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Royalty Management Program 

Justification ofProgram and Performance 


Analysis by Subactivity 

dollars in thousands 

Uncontrollable 1999 Change 
1998 and Related Programmatic Budget from 

Subactivity Enacted Changes Changes Request 1998 

Valuation& 
Operations 

$ 
FTE 

32,376 
254 

665 
0 

582 
0 

33,623 
254 

+1,247 
0 

Compliance $ 33,619 854 l,99S 36,468 +2,849 
FTE 337 0 0 337 0 

Goal: 
• 	 Provide timely, accurate, and cost.effective mineral royalty collection and disbursement services. 

Performance Objectives: 
• 	 Improve the timeliness and accuracy ofpayments to States, Indian tribes, Bureau ofIndian Affairs 

(BIA) offices, and other Federal agc:ncies. 
• 	 Improve cost~ffectiveness ofmineral royalty collection and disbursement services. 
• 	 Improve reporters' compliance with lease terms, rules, regulations, and laws. 
• 	 Provide Indian tribes with inaeased opportunities for education and for assuming functional 

responsibilities with respect to the Royalty Management Program. 
• 	 Improve customer service and communication. 

p······ · ....,...y........,~·~~··········~;;: ... . . ... . ... ···.•··········· 

The Royalty Management Program (RMP) collects, accounts f .. 

; Mlb.ei:izl leasing;for, and disburses about $4 billion yearly in revenues from 
offshore Federal mineral leases and from onshore mineral !r:;::to::e:t;: .leases on Federal and Indian lands. 

.gfji.i#e$J:;sour.Ci$= 
The Federal Government has been collecting revenues from =fifl~ti'ittftX,:rece/iJi.1$~ , 

•.....: . . .............. ,.,. ......;. . . . . .............. ,. ....., .•·:••... • •• • -~·9 • •• v • ......... ~...... .. S
mineral production on Federal onshore lands since 1920 and 
from offshore lands since 1953. However, it was in 1982 that 
the Federal Government created MMS, establishing a comprehensive, consolidated system for 
collecting, accounting for, and disbursing these revenues. Since that time, RMP has provided 
more than $86 billion to Federal, State, and Indian accounts, including nearly $2 billion from 
compliance activities. Roughly $54 billion has gone to the U.S. Treasury and $20 billion to the 
Land and Water Conservation Fund, the National Historic Preservation Fund, and the 
Reclamation Fund. In addition, over $9.5 billion has been distributed to 38 States and 
$2.2 billion has gone to 29 Indian Tribes and 20,000 individual Indian mineral owners (allottees). 
Average annual collections total approximately $4 billion with approximately 81 percent going to 
the U.S. Treasury, 15 percent to States, and 4 percent to Indian tribes and allottees. 
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Revenues directed to the Federal Government fund appropriations for programs approved by 
Congress.. Monies that go to the States are used as the States deem necessary, oftentimes for 
schools, roads, libraries, public buildings, and general operations. Revenues generated from 
mineral production on Indian lands go directly to those tribes and allottees, meeting a wide 
variety ofneeds. 

Although, headquartered in Washington, DC, RMP has its primary operations in Denver, 
Colorado, with field offices in Texas, Oklahoma, and New Mexico. With sophisticated 
computerized accounting systems, RMP processes more than 200,000 transactions each month 
from over 26,000 producing Federal and Indian leases. The RMP coordinates its royalty 
management efforts with the MMS Offshore Minerals Management Program, the BIA, the 
Bureau ofLand Management (BLM), the Office ofthe Special Trustee, the U.S. Forest Service, 
the Army Corps ofEngineers, and the U.S. military. The RMP also works closely with State 
governments, Indian tribes and allottees, and induStry to improve overall royalty management. 

Key Program Initiatives 

The Royalty Program must meet a changing and expanding mission. Several major initiatives 
are driving change in RMP and have led to a period ofsteady evolution: 

• Reengineer the program 
• Involve constituents 
• Implement the Federal Oil & Gas Royalty Simplification and Fairness Act of 1996 (RSFA) 
• Improve valuation regulations 
• Recommend royalty-in-kind (RIK) improvements 
• Protect Indian trust 
• Improve the appeals process 

Reengineer the Program 

The RMP began its reengineering initiative in FY 1996. The principal objective was to design, 
develop, and implement new core business processes. Reengineering challenges underlying 
assumptions upon which th~ organization is built and fundameritally redesigns systems, 
processes, and structures around desired outcomes, rather than functions, departments, inputs, 
and outputs. 

Initially, RMP's reengineering effort was focused on its activities ensuring compliance. In 
March 1997, RMP expanded the reengineering initiative beyond compliance activities to conduct 
an in-depth reengineering ofall RMP core business processes. Several facton contributed to this 
decision including: 

• Passage ofRSFA 
• Royalty Policy Committee recommendations for improved reporting 
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• 	 Inspector General reports calling for greater operational efficiency and replacement of 
aging computer systems 

• 	 Continued Federal downsizing and public expectations for better service at less cost 
• 	 Management recognition that maintaining the status quo with improvements at the margin 

was not an acceptable long-term strategy 

The R1'1P senior leaders gave the following "stretch goals" to the reengineering team as a guide 
in developing new process approaches for the Program: 

• 	 Assure compliance with applicable laws, lease tenns, and regulations for all leases in the 
shortest time possible, but no later than 3 years from the reporting due date 

• 	 Provide revenue recipients with access to their money within 24 hours of the due date 

Revolutionary rather than evolutionary change is implicit in these "stretch goals." The RMP of 
the future will be: 

• 	 Highly integrated 
• 	 Fully supported by state-of-the-art technology 
• 	 Process centered 
• 	 Les, costly 
• 	 Viewed by customers and competitors as the best 

The reengineering team developed a communications strategy to obtain feedback and suggestions 
from individual employees, companies, and organi7.ations who have a vested interest in the RMP. 
Agendas are designed to educate customers about reengineering, provide information regarding 
progress, and obtain input from the RMP customers. 

The reengineering initiative will span several years from inception to final implementation. 
However, improvements will be introduced into the work environment as early in the process as 
possible. Contractor and rcengineering team analysis now underway will ultimately yield final 
reengineered process designs and plans for future implementation. · 

Involve Constituents 

The passage ofRFSA has created an interest on the part ofsome states and industry on the 
possibility oftransferring certain royalty management functions now conducted by MM:S. In 
response to this interest MMS established a "205 Delegation Team" composed ofState 
representatives and MMS staff. This team worked to develop the proposed regulation 
authorizing the delegation ofFederal royalty management functions to State governments. The 
MMS also met with industry in four locations in January and again in June 1997, prior to 
publication ofthe final rule. 

The MM:S has involved its constituents in participatory decisionmaking through multiconstituent 
teams ofMMS, State, Indian, and industry representatives. Constituents welcome the 

Minerals Management Service 127 	 FY 1999 Budget Justification 



Royalty Management 

opportwrity·to review and recommend improvements to the royalty accounting process through 
various National Performance Review work groups, negotiated rulemaking committees, 
workshops, and focus groups. 

To obtain timely and 
constructive advice on 
collection policies and 
procedures,theI>epartinentof 
the Interior established the 
Royalty Policy Committee 
(RPC) in 1995 as part ofthe 
Minerals Advisory Board. The 
MMS believes it can best 
reinvent its activities and serve 
the needs ofits customers by 
working closely with 
constituents. Accordingly, RPC 
includes representatives from 
States, tribes, Indian allottees, 
industry, Federal agencies and 

Implemented RPC Recommendations 

• 	 Extended the due date by 10 days for production reports 
submitted electronically. 

• 	 Eliminated the need to report drilling wells on the production 
reports since they are already reported to BLM and Offsho~ 
MineraJs Management (OMM) on different fo:nns. 

• 	 Eliminated unnecessary status codes from the production report 
• 	 Reduced submission ofthe Gas Analysis Report - only required 

ifrequested by MMS. 
• 	 Eliminated unneceswy data fields on the Payor Information 

Form. 
• 	 Established a study group for Federal royalty oil taken in kind. 

the public. The RPC has provided recommendations to MMS on a variety ofroyalty 
management issues, including audit, report streamlining, disbursements to the States, net receipts 
sharing, appeals, settlements and alternative dispute resolution, phosphate, trona, and other 
leasable nonenergy minerals, coal, and alternatives to conventional royalty collection methods. 
A new RPC subcommittee was formed recently to address the RSF A payment designation issues. 

The RMP is improving its relationships and coordination efforts with State and tribal auditors by 
recognizing them as partners in compliance strategies. The MMS regularly participates in 
quarterly meetings of the State and tribal Royalty Audit Committee (STRAC), providing 
information and receiving input. States and Tribes have input to RMP policy formulation and 
regulatory development and representation on RMP's reengineering team. 

Implement the Federal Oil & Gas Royalty Simplification and Fairness Act of 
1996 (RSFA) 

President Clinton signed the Federal Oil and 08.9 Royalty Simplification and Fairness Act 
(RSF A) on August 13, 1996, to improve the management ofroyalties from Federal onshore and 
Outer Continental Shelf oil and gas leases. This is the first major legislation affecting royalty 
management since the Federal Oil and Gas Royalty Management Act of 1982 (FOGRMA) was 
passed in January 1983. 

The MMS has made significant progress in implementing RSFA and is on target to fully 
implement RSFA by the end of2000. Implementation ofRSFA is a complex process involving 
several critical events: 
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• 	 Numetous rulemakings to establish or modify regulations. 
• 	 Significant modifications to MMS computer systems. 
• 	 Reporting changes and accompanying payor guidance. 
• 	 .New operational processes within MMS. 

Improve Valuation Regulations 

In response to the need for simplified valuation and continuing issues related to the validity of 
posted prices and application ofthe existing benchmarks for nonarm's-length transactions, RMP 
is in the process ofreevaluating and revising the rules for calculating the value ofnatural gas and 
crude oil. In several instances, RMP has used the Negotiated Rulemaking as a process to involve 
constituents in rulemakings: 

• 	 The proposed Indian gas rule focuses on improving gas valuation under the following 
circumstances: gas sold under arm's-length and nonarm's-length contracts subject to the 
major'portion requirements ofIndian lease terms; gas processed and subject to the dual 
accounting requirements ofIndian lease terms; and gas sold under percentage-of-proceeds 
contracts. The proposed rule would maximize royalty revenues for Indian tribes and 
allottees consistent with the Secretary's discretion to establish value. The regulations 
would further satisfy industry concerns by increasing certainty to compute royalty in an 
accurate, timely manner. 

• 	 The recently-published supplementary proposed Federal oil rule is the culmination oftwo 
earlier proposed rules, comments received, and several workshops held to gain input from 
constituents. As a whole, this rule addresses the primary concerns ofmany ofthe oil and 
gas companies who have to calculate and pay royalty on crude oil produced from Federal 
leases. At the same time, it provides assurance to the Federal and State royalty recipients 
that value will be based on the best indicators ofmarket value available for any, given area 
ofthe country. In developing this proposed rule, MM:S adhered to five basic principles of 
royalty valuation: royalty must be based on the value ofproduction at the lease; for 
arm's-length contracts, royalty obligations should be based on gross proceeds; for other than 
arm's-length contracts, index prices are the best measure ofvalue in most areas ofthe 
country; the lessee has a duty to market at no cost to the lessor; and customized regulations 
for unique producing areas are preferable to a "one size fits all" approach. 

• 	 The RMP has developed a separate rule for valuing oil produced from Indian lands due to 
the unique terms in most Indian leases. The proposed rule would value crude oil at the 
higher ofthe following: a NYMEX-based value; the lessee's or its affiliate's gross 
proceeds; or a 75 percent major portion value ofarm's-length prices in the area. Under the 
NYMEX option, location differences would be applied from the reservation boundary to 
the NYMEX pricing point. 

• 	 The MMS published a final rule to clarify the royalty implications ofthe Federal Energy 
Regulatory Commission (FERC) Order 636. The regulation identifies which cost 
components or other charges are deductible, or related to transportation, and which costs 
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are not deductible, or related to marketing. Deductible transportation costs include firm 
demand charges, commodity charges, and wheeling costs. Nondeductible marketing costs 
include long-term storage, aggregator fees, and intrahub title transfer fees. 

• 	 The proposed Federal Gas rule was not published as final for a variety ofreasons, including 
the continued dramatic changes to the gas market and the results ofan internal cosVbenefit 
analysis, which indicated a potential $20 million or more annual revenue loss. However, 
'MMS is continuing to evaluate ways to improve valuation ofFederal gas. 

The RMP is proposing methodologies for calculating royalty value based on widely available 
information about market values for oil and gas. With such changes, RMP believes that it will 
enhance reporters' ability to report timely and accurately. 

Recommend Royalty-in-Kind (RIK) Improvements 

Under the terms ofstandard Federal oil and gas leases, the Government is entitled to a share 
(royalty) ofproduction removed or sold from the lease. Historically, the Government has 
received this share in value (i.e., as a percentage ofthe sales proceeds received by the mineral 
lessee).• 

There are several emerging reasons to examine whether the Government should receive at least 
some ofits royalties not in value, but "in kind," that is, by taking and selling volumes ofoil or 
gas equaling the percentage royalty share. A primary reason to examine this issue is that taking 
royalty-in-kind (RIK) may provide opportunities to substantially reduce disputes between lessees 
and the Government over the value ofFederal production. 

In 1995, MMS conducted a Royalty Gm Marketing Pilot, a limited RIK test for offshore leases 
that was an operational success but which resulted in decreased royalties compared tO in-value 
collections for the same leases. Despite these mixed results, interest in Government RIK 
continues. Committee report language accomping the FY 1997 Interior Appropriations directed 
M:MS to consider additional RIK projects. 

The September 1997 RIK Feasibility Study assessed the potential for the United States to take its 
oil and natural gas royalties in kind. It concluded that, under the right conditions, RIK programs 
could be workable, revenue positive, and administratively more efficient for all parties. We have 
established an implementation team to pursue these recommendations. 

The M:MS bas also completed a study, Oil RIK Value and Volume Reporting Recommendations, 
at the request ofthe Royalty Policy Committee. This study focused on key value and volmne 
issues and problems with the current eligible refiner oil RIK program and recommended possible 
solutions. The study team met with industry representatives on three occasions to obtain 
feedback and thoughts regarding problems with the current program. In addition to the value and 
volume study, the oil RIK study team is reviewing certain other eligible refiner RIK program 
issues. 
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Protect Indian Trust 

Under the Secretary's American Indian trust responsibilities, MMS is responsible for Indian 
mineral royalty collection and disbursement functions. The Secretary ofthe Interior supports 
facilitating the efforts ofIndian tribes to plan, conduct, and administer Indian royalty 
management :functions. 

To help tribes prepare to assume royalty management services, MMS offers a number of 
opportunities, including on-line monitoring ofroyalties and accounts, learning the royalty 
collection processes through a new internship program for tribal employees, and handling royalty 
audit work through cooperative agreements. 

The Royalty Internship Program is designed 
to assist mineral producing tribes who are Major Portion Pricing Initiative 
considering· self-governance or self­
detennination contracts and tribes who want Indian lease terms require payors to pay royalties 

on the higher ofthe gross proceeds or the highest to become more knowledgeable about royalty 
price paid for the major portion ofproduction from management. The RMP is placing special 
the field. The RMP is required to compare the emphasis. on working with Indian tribes to gross proceeds price to the major portion price. 

increase their expertise and staff and to Therefore, we collect the necessary infonnation, 
expand the number ofaudits they conduct. calculate the major portion "price, and bill the payor 
These efforts will improve and strengthen for my additional royalties due, ifnecessary. 

Additional royalty collections for the Indians, since MMS's service to the tribes. Section 202 of 
the initiative's inception in FY 1992, total the Federal Oil and Gas Management Act of approximately $4.0 million. 

1982 (FOGRMA) allows :MMS to provide 
funding to tribes to perform audits on their 
leases. 

In 1992, the Department created a pilot tri-agency office in Farmington, New Mexico, to 
coordinate the mineral activities ofBIA, BLM, and MMS. In 1996, a National Performance 
Review Laboratory recommended implementation ofa pilot to expand this coordination to 
provide a seamless organization consolidated under a single official with authority to meet 
customer needs. The pilot is to identify innovative ways to provide for the needs ofthe Navajo 
Nation allottees. The MMS's goal is to successfully complete this pilot by March 1999. 

Improve the Appeals Process 

The MMS is committed to a faster appeals process and is working with other affected offices in 
the Department to implement RSFA requirements and to incorporate the March 1997 
recommendations ofthe Royalty Policy Committee, as amended by the Secretary in September 
1997. 
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Final MMs· decisions and orders are appealable first to the MMS Director and then to the Interior 
Board ofLand Appeals (IBLA). The vast majority ofthese appeals-about 400 per year-involve 
decisions that would result in the collection ofadditional royalties, rentals, or interest from 
companies that produce oil, gas, or coal from Federal or Indian leases. About one-quarter of 
these can be decided by officials in RMP. Many others can be settled or otherwise resolved, and 
about one-third ofthese appeals ultimately result in formal decisions. Appellants dissatisfied 
with a formal decision from MMS or BIA generally may appeal further to IBLA or the Interior 
Board of Indian Appeals. 

Because it has taken many years to decide some appeals at the MMS level, followed by many 
years at the mLA stage, both the Congress and the Administration launched efforts to improve 
the timeliness. These efforts resulted in the 33-month timeframe set out in RSFA for Federal oil 
and gas royalty appeals to be decided by the Department (both MMS and IBLA) and the 16­
month timeframe proposed by MMS for all appeals to be decided by MMS. 

However, many critics ofthe appeals process, particularly representatives of oil, gas, and coal 
companies, have argued that a more fundamental reform is needed. Their arguments are 
reflected in the recommendations ofthe Royalty Policy Committee (RPC): 

• 	 In~e efforts to resolve policy disputes before conducting audits ofroyalty payments 
• 	 Further encourage informal resolution ofdisputes 
• 	 Clarify the standing ofIndian lessors and States in the administrative appeals process 
• 	 Restructure the appeals processto encourage earlier development ofthe administrative 

record, facilitate settlement efforts, impose time limitations on the appeals process, and 
allow for appeals to be filed with the Interior Board ofLand Appeals (IBLA) rather than 
with MMS so that appellants can obtain a faster, more independent review oflegal issues 
raised on appeal 

The Secretary ofthe Interior approved all RPC recommendations; with these modifi.Ca.tions: 

• 	 Clarify that appellants must clearly identify their 1Bctual and legal disagreements with the 
appealed action at the beginning ofthe appeals process, prior to the efforts to develop the 
administrative record and discuss settlement 

• 	 Have MMS issue a decision on each appeal before formal, legal briefing begins at IBLA. 
'Ibis would allow for MMS to rescind or modify bills or orders issued by MMS offices or 
by States or tribes under delegated authority, so that MMS would only defend at IBLA bills 
or orders that are consistent with MMS policy 

• 	 Allow for Assistant Secretaries to take jurisdiction ofappeals prior to formal briefing at 
IBLA and make final decisions for the Department 

The oil, gas; and coal industries generally support efforts to make the appeals process faster. 
States and Indian mineral owners generally support a faster appeals process but also want to 
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ensure that they have an ample opportunity to. participate in the appeals process when the 
royalties at issue affect their revenues. 

The Department has formed teams, including staff from the IBLA and the Office of the Solicitor, 
to prepare a revised proposed rule incorporating the RPC recommendations and to begin 
implementing any recommendations that do not require new regulatory authority. 
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Mineral Revenue Valuation & Operations 

Justification ofProgram and Performance 


Subactivity Funding Summary 

dollars in thousands 

Subactivity 
1998 

Enacted 

Uncontrollable 
and Related 

Changes 
Programmatic 

Changes 

1999 
Budget 
Request 

Change 
from 
1998 

Valuation& 
Operations 

$ 
FrE 

32,376 
254 

665 
0 

582 
0 

33,623 
254 

+1,247 
0 

The Valuation and Operations subactivity includes the functional areas ofRevenue Receipt and 
Disbmsements, Data Collection and Reporting, Information Technology, and Royalty Valuation. 

Revenue Receipt and Disbursements 

The RMP develops and maintains industry reporting and payment requirements, in part, through 
industry and constituent forums, payor training, and publications ofnotices and regulations. 
Additionally, RMP manages revenue and production accounting systems to: 

• 	 Ensure accurate reporting and payment ofroyalties 
• 	 Callee~ distribute, and disburse revenues - with Explanation ofPayments - to States, Indian 

tribes, and other Federal agencies 
• 	 Administer the eligible refiner oil Royalty-In-Kind program 

+ 	 Historically, RMP has collected offshore Qlineral lease revenues in excess of$~ billion per 
year in bonuses, rents, and royalties. 
Since 1982, this effort bas provided an average of: 

• 	 $1.9 billion per year to the U.S. Treasury 
• 	 $90 million per year to State treasuries 
• 	 $1 billion Per year to the Land and Wata Conservation Fund and the National 

Historic Preservation Fund 

+ 	 Similarly, RMP collects onshore mineral leases revenues averaging $1 billion per year in 
bonuses, rents, and royalties. Approximately half are distributed to States and the 
remainder is split between the U.S. Treasury and the Reclamation Fund. 

• 	 In FY 1997, RMP distributed over $6.2 billion to its various constituents: 
• 	 $4.8 billion from Outer Continental Shelf (OCS) activities 
• 	 $1.4 billion from Federal onshore and Indian activities 
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Mineral Revenue Valuation & Operations 

Data Collection and Reporting 

The RMP processes all incoming royalty and production reports related to oil, gas, geothermal, 
and solid minerals on Federal and Indian leases. The RMP uses two automated systems to 
process this reporting data. 

• 	 Auditing and Financial System (AFS) processes and stores royalty and revenue information 

• 	 Production Accounting and Auditing System (PAAS) processes and stores production 
information 

In FY 1997, reporters submitted over 8,228,000 lines ofdata, 63 percent ofwhich were received 
electronically. The AFS accounted for 3,567,917 rent, bonus and royalty lines; PAAS accounted 
for 4,660,227 lines. These reported lines provide the details necessary for MMS to distribute 
revenues to .the proper recipients. 

The RMP provides technical reporting 
assistance and training to industry and 
routinely helps individual reporters MMS Provides Free Software! 
correct erroneously reported lines. 

The MMS provides free electronic royalty and production 
Additionally, the RMP maintains a reporting software to ~ to reduce data entry costs and 
Common Reference Database (CRD) increase reporting efficiencies. 

that is the central collection point for 
Reporters can use other electronic reporting options, including all nomevenue data-the legal Electronic Dam Interchange, Comma Separated Values and 

information essential to execute ASCD rCconl formats, and magnetic/cartridge tape. 
royalty processing functions. 
Specifically, the CRD contains In FY 1997, electronic reporting increued to: 

automated reference data files 
• 78 pcn:ent or 2,691,.353 royalty lines attributable to Fcderal and Indian 

mineral leases, payor files, and • 54 percent or 2,496,921 production lines 
agreements. The AFS, PAAS, and 
CRD databases allow the RMP to Emmi in reporting decrease wi1b electronic reporting. The 

royalty enor rate for electronically reported lines wasretrieve and compare reported data to 
1.4 percent. compared with a 7 .4 percent error rate on the verify accurate payment 
paper reports. 

Information Technology 

The RMP manages and maintains a sophisticated configuration ofautomated systems to ensure 
that the large volume ofdata collected by MM:S is accmately processed, maintained, and readily 
available for internal use and for the States, tribes, BIA, BLM, and other agencies. 
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Mineral Revenue Valuation & Operations 

The MMS's objective is to ensure that our users and constituents can easily access and maintain 
the data collected. The MM:S focuses on enhancing information technology performance and 
productivity, improving communications access to :MMS information, and supporting mandates 
and program initiatives, through: 

• 	 Information and data systems management 
• 	 Data center operations and maintenance 
• 	 Telecommunications network development and maintenance 
• 	 Strategic and tactical information technology planning 
• 	 Automated Data Processing contract management 
• 	 Disaster recovery and risk assessment 
• 	 Technology assessment, planning, and acquisition 
• 	 Information technology training 
• 	 Electronic data interchange and integrated communications 

Royalty Valuation 

Royalty is generally based on the value ofthe commodity produced, the volume ofproduction 
sold or o~erwise disposed of, and the royalty rate applicable to the lease. Several others factors 
can add to the complexity ofdetermining royalty value such as sales to affiliates, changes in 
market conditions, and deregulation ofnatural gas pipelines and electric utilities. In these 
instances, RMP prepares guidance documents detailing the proper methods for determining 
royalty value based on product specific information, applicable laws and regulations, and legal 
precedent/bureau policy. 

This guidance provides a consistent basis for value determination. Additionally, the RMP: 

• 	 Interprets and enforces valuation regulations and guidelines 

• 	 Computes and verifies major portion values 

• 	 Provides regulatory training to industry, Government agencies, and RMP entities on new 
and revised product valuation regulations and policy and reporting requirements 

• 	 Approves certain transportation and processing/washing royalty deductions from royalties 
owed by payers 

• 	 Provides technical guidance to Government agencies and industry on allowances, valuation, 
reporting, and related i8sues 

The RMP reviewed and processed 96 transportation and processing allowance requests in 
FY 1997 and also provided technical guidance and assistance on 201 compliance valuation 
issues. 
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Mineral Revenue Compliance 

Justification ofProgram and Performance 


Subactivity Funding Summary 

dollars in thousands 

Subactivity 
1998 

Enacted 

Unconttollable 
and Related 

Changes 
Programmatic 

Changes 

1999 
Budget 
Request 

Change 
from 
1998 

Compliance $ 
FI'E 

33,619 
337 

854 
0 

1,995 
0 

36,468 
337 

+2,849 
0 

The RMP' s compliance subactivity has 
collected $2 billion since fiscal year 1982. The 
compliance·subactivity is responsible for the 
resolution ofinstances ofnoncompliance, 
resulting in the collection ofadditional 
royalties, and is based on a cooperative effort 
involving States, Indians, and the industry. 
The compliance process encompasses 
verification, audit, collection and enforcement, 
and Indian royalty assistance. 

Verification 
The RMP uses a variety ofautomated and manual verification activities to ensure that companies 
comply with several aspects ofroyalty reporting and paying and that volumes reporte<t for royalty 
purposes match reported sales and transfer volumes on production reports. This verification 
process: 

• 	 Monitors the timeliness ofall payments and calculates interest for those that are late 

• 	 Identifies and bills for under and nonpayment ofrents, minimum royalties, advance royalties, 
and bonuses 

• 	 Identifies and resolves discrepancies relating to the reporting ofrecoupments, adjustments, 
incorrect royalty rates, severance taxes, and allowance transactions 

• 	 Compares AFS data with P AAS data to ensure that all volumes reported for royalty 
purposes match reported production 

• 	 Verifies stripper oil property royalty rate reduction calculations for BLM 
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Mineral Revenue Compliance 

Financial compliance activities resulted in the collection of$14.4 million in FY 1997, and 
$190.5 million since FY 1985. 

The AFS/PAAS exception resolution activities resulted in an additional $21.3 million in royalties 
in FY 1997, with total additional collections since FY 1985 passing the $200 million milestone. 

The RMP resolves identified differences through a comprehensive analysis ofAFS and P AAS 
reporting requirements, database setup, and extensive communication with operators and payors, 
other RMP offices, and other Federal agencies. 

During FY 1997, the RMP began work on several internal initiatives: 

• Reviews ofroyalties reported and paid for lease use gas on OCS section 6 leases and 
agreements 

• Revie\vs ofroyalties reported and paid on New Mexico leases that produce coal bed methane 
for compliance with directed valuation and allowance requirements 

• Joint reviews ofoperations with BLM at selected gas plants to determine the risk for 
substantial royalty underpayment 

Audit 

With auditors located primarily in Colorado, Oklahoma, and Texas, RMP develops, directs, and 
conducts a comprehensive compliance audit program for royalty management activities. The 
RMP also provides direction, guidance, and support to State and Indian auditors. Audit activities 
resulted in collections of$40.16 million in FY 199.7, and $1.56 billion since FY 1982., 

Based on an analysis ofthe previous five years ofroyalty payment information for each company, 
the Five-Year Audit Strategy provides audit coverage for nearly 86 percent ofall royalties paid. 
Eleven residency company audits, 115 major payor company audits, 33 company audits selected 
by States and tribes, plus select issue audits and random company and lease audits comprise the 
audit strategy. 

In June 1994, the Department of the Interior (DOI) commissioned an interagency team to address 
possible royalty underpayments ofFederal onshore and offshore California crude oil production. 
The team issued its report in June 1996 and concluded that companies often received gross 
proceeds higher than the posted prices used as a basis for calculating royalties. The M:MS has 
conducted reviews and issued demands to 19 ofthe top 20 crude oil producers in California. The 
RMP has developed a nation-wide audit strategy to address this issue for more current periods. 

States and Indian tribes participating in the FOGRMA Sections 202 and 205 audit program 
conduct audit activities in accordance with the RMP Audit Procedures Manual and other audit 
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regulations and policy. They manage all phases of audit excluding issuances of enforcement 
documents and appeal administration. 

• 	 State participants include California, Colorado, Louisiana, Montana, New Mexico, North 
Dakota, Oklahoma, Texas, Utah, and Wyoming and are 100 percent funded by !VfMS 
through delegated audit agreements under the provisions of Section 205 ofFOGRMA. 

• 	 Indian participants are the Blackfeet Nation, Navajo Nation, and the Shoshone/Arapaho, 
Southern Ute, Ute, and Ute Mountain Ute Tribes and are I 00 percent funded by lvfMS 
through cooperative audit agreements under the provisions ofSection 202 ofFOGRMA. 

Collections and Enforcement 

Lease terms require payors to make their payments on a timely basis. Therefore, RMP does not 
routinely bill payors for royalty or rent; however, it generates bills when automated verification 
determines discrepancies or when audits discover underpayments. 

When bills are not paid, RMP begins a debt collection process, following a process including 
telephone followup, issuance ofdemand letters to payor/designees, and notification to the lessees. 
Approximately 80 to 90 percent ofdelinquencies are paid after the first telephone call or letter. If 
this process is unsuccessful, MMS then pursues additional collection steps which are authorized 
by FOGRMA, as amended, and by the various mineral leasing acts. 

In the past 2 years, MMS has increased its 
cooperation with the Department ofJustice 
and the Department's Office ofthe 
Inspector General in investigating potential 
instances ofknowing or willful 
underpayment or misreporting. 
Additionally, MMS continues to 
aggressively pursue instances of 
noncompliance for oil and gas leases under 
section 109 ofFOGRMA through the 
issuance ofnotices ofnon-compliance, 
which may evolve into civil penalties ifthe recipient fails to comply within 20 days. 

Alternative Dispute Resolution (ADR) is used to resolve disputes when it is more efficient and 
effective than the administrative appeals process and judicial litigation and when no decision is 
necessary for its precedential effect. Most ofthe monies collected over the past 5 years through 
the compliance activities have been through ADR. The ADR process is conducted within the 
MMS, with the assistance of the Department's Office of the Solicitor. All settlements are 
approved by the lvfMS Director or, in certain more routine matters, by the Associate Director. 
The Department ofJustice approves settlements ofcases in judicial litigation. 

·····--····­-­
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Indian Royalty Assistance 

The Rl\.1P operates a field office in Oklahoma City, Oklahoma, to provide accessible service to a 
major allottee population in Oklahoma. The Navajo Nations allottees receive royalty assistance 
from a tribureau pilot office located in Farmington, New Mexico. At this office, Indian mineral 
owners receive one-stop assistance from Department employees who can resolve issues 
associated with BLM, BIA, and MMS activities. Tribes and allottees in all other States are served 
by another office in Lakewood, Colorado. 

Through its field office structure, RMP provides direct assistance to Indian mineral owners who 
have questions and concerns about their mineral revenue payments. The RMP invites allottees to 
use the toll-free telephone lines, visit offices, or arrange to meet with RMP staff at more 
convenient locations. Many questions are outside RMP' s scope of responsibility and require 
close coordination with the BIA or the BLM offices to provide a complete response. 

142 FY 1999 Budget Justificlltian 



Program Services Office 

Program Services Office 

Justification of Program and Performance 


Subactivity Funding Summary 

dollars in thousands 

Uncontrollable 1999 Change 
1998 and Related Programmatic Budget from 

Subact.ivity Estimate Changes Changes Request 1998 

Program $ 2,564 59 0 2,623 +59 
Services Office FTE 26 0 0 26 0 

The RMP1s Program Services Office performs a variety offunctions to help Rl\1P gain the 
benefits and convenience ofsingle-point management and control, single-point contacts for Rl\1P 
and extema:I customers, efficiencies ofa centralized operation, and improved staff expertise. 
These functions include: 

• 	 Budget formulation, justification, execution, and reporting . 

. 
• 	 Responses to inquiries from Congressional and Administration officials and non-Federal 

constituents. 

• 	 Special projects for program issues such as legislation, policy, Chief Financial Officers 
(CFO) Act reporting, and Government Performance Review Act (GPRA) implementation. 

• 	 Freedom ofInformation A~ responses and reporting. 

• 	 Program statistics to meet the requirements ofFOGRMA sections 302 and 602~ the public, 
and the frequent and continuing needs ofFederal, State, Indian, and industry constituents. 

• 	 Certain RMP-wide training activities. 

• 	 Program support functions such as coordination and management of facilities, security, and 
printing. 

• 	 Coordination activities and support for the Royalty Policy Committee. 
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Interest on Late Disbursements 

Justification ofProgram and Performance 


Subactivity Funding Summary 

dollars in thousands 

Subactivity 

1998 
Estimate 

Uncontrollable 
and Related 

Changes 
Programmatic 

Changes 

1999 
Budget 
Request 

Change 
from 
1998 

Late Disbursement $ 0 0 0 0 0 
Interest FI'E 0 0 0 0 0 

The FOGRMA requires monthly distribution ofpayments to the States for their share ofmineral 
leasing revenues. For States, payments must be made by the last business day of the month in 
which receipts are warranted by the U.S. Treasury. In addition, FOGRMA provides that deposits 
ofany royalty funds from oil or gas production on Indian lands must be made to the appropriate 
Indian account at the earliest practicable date, but in no case later than the last business day ofthe 
month in which such funds are received. Sections m(b) and (d) ofthe Act provide that interest 
computed at a rate applicable under section 6621 ofthe Internal Revenue Code of 1954 is owed 
ifthe payment schedules listed above are not met. · 

The MMS typically incurs a late disbursement interest liability when disbursements to State 
accounts are delayed pending a proper determination of the lease source ofthe royalties. For 
example, a payor error that prevents a royalty accounting line from processing through the system 
may result in an MMS interest liability. Thus, in this instance, MMS has the revenue collected, 
but cannot determine to whom the revenue belongs until the error is corrected. 

In contrast to money due the States, interest earning authority has been granted to the Office of 
the Special Trustee/Office ofTrust Funds Management (OST/OTFM); thus, Indian lease 
revenues begin earning interest in the appropriate OTFM accounts the day after receipt at MMS. 
Earned interest is then paid out to the eventual recipients by the BIA, making it rare that late­
disbursement interest is accrued on Indian lease revenues received at lv!MS. 
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Refunds on Behalf of Allottees 

Justification ofProgram and Performance 


Subactivity Funding Summary 

dollars in thousands 

Subactivity 
1998 

Estimate 

Uncontrollable 
and Related 

Changes 
Programmatic 

Changes 

1999 
Budget 
Request 

Change 
from 
1998 

Refunds on $ 15 0 0 15 0 
Behalfof FTE 0 0 0 0 0 
Allottees 

The MMS proposes to continue to pay refunds to companies on behalf ofIndian allottees when 
recoupment of company overpayments from future royalties is not feasible. In these cases, 
allottees are unable to refund overpayments 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 payor who appealed a bill to 
pay the bill, pending the outcome ofthe appeal. Additionally, the policy required :tv!MS to 
distribute 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 allottees. In cases where the 
payor's appeal was upheld and the allottee was not able to repay the company, recoupment was 
made against future royalty payments. To mitigate these situations, the BIA changed its policy in 
FY 1987 and the MMS implemented new procedures. Current procedures allow the companies 
to post bonds for the disputed amounts; MMS then suspends requirement for payment. Only 
after the appeal is settled does MMS distribute BIA's portion. 

The RMP also uses this authority to make adjustments to BIA accounts for prior unrecoverable 
erroneous payments. This authority allows RMP to correct minor errors and make refunds to 
payors on behalf ofallottees. 
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Royalty Management Program GPRA Crosswalk 

Royalty Management Program GPRA Crosswalk 
Goal: 	 Timely, accurate, and cost-effective mineral royalty 

collection and disbursement services 
Objectives: 

( 

Improve the timeliness of payments to 
States, Indian Tribes, BIA offices, and 

other Federal agencies. . , 
Improve cost effectiveness of 

mineral royalty collection 
and disbursement services . 

_$$$$ 
Provide Indian tribes with 

increased opportunities for 
education and for assuming 

Improve customer service 
and communication. 

Improve reporters' 
compliance with lease 

terms, Nies, regulations 
and laws. functional responsibilities with 

• respect to RMP. 

~ii ll!!!l ! ~ll'~ * 
How GPRA Performance Objectives are related to key Program Initiatives and Current Key Operadons. 

Key Program lnitiattves 

Reen1ineertheProgram~~ ~c{S] 
Involve Constituents A ~ 
lmplcmentRSFA ~~~c{S] 
Improve Valuation Regulations~c{8] 
Recommend RIK Improvements~ ~ 
Protect Indian Trust B ~c{8J 
Improve the Appeals Process ~ 

Carrenikey Opentions 


Revenue R~eipt and Disbursements ~·~~ 


Data Collection and Reporting ~~~ 


Information Technology ~&:JA~c{S] 


Royalty Valuation ~c{8] 


VerificB1ion ~ c{8] 


Audit~c{8] 


Collections and Enforcement 


Indian Royalty Assistance B ~c{8] 
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Accomplishments and Planned Activities 

Reengineering 

Recent Accomplishments 

• 	 Benchmarked "best practices" with COiporations and other Government entities. 

• 	 Mapped current RMP business processes. 

• 	 Conducted multiple outreach sessions with employees and customer groups. Outreach meetings to date have 
included various segments within MMS, the State and Tribal Audit Committee, Royalty Policy Committee, 
and Council ofPetroleum Accountants Societies. 

• 	 Awarded a contract in July 1997 to Performance Engineering Corporation to: 

• 	 Conduct a technical assessment ofthe current systems environment and develop information technology 
options that will support redesigned business processes. 

• 	 Assist the reengineering team in developing new business process designs. 

• 	 µtablish, generaic, and maintain an automated environment to prototype and evaluate design options. 

• 	 Completed several process changes, including: 

• 	 Reduced audit work papers and simplified field report requirements 

• 	 Streamlined audit processes and Audit Procedures Manual revisions 

• 	 Developed a new compliance tracking system and automated statistical sampling modules 

• 	 Identified multiple short-term process improvements that am be quickly implemented with very limited 
resource requirements. 

FY 1998 & 1999Plann~Activities 

• 	 Conduct further outreach sessions with employees and customer groups. 

• 	 Complete preliminmy design of. 

• 	 Complete prototyping and testing. 

• 	 Complete final design and implementation plans. 

• 	 Commence design ofnew automated systems. 

Minerals Management Service 151 	 FY 1999 Budget Justification ­



Accomplishments and Planned Activities 

Royalty Simplification and Fairness Act of 1996 


Accomplishments 

• 	 Published an interim final rule regarding payment designations for persons making royalty and other 

payments on behalf ofoperating rights owners/lease record title holders. 


• 	 Published a final rule expanding the list of delegable royalty management functions to States. 

• 	 Completed a host ofsoftware changes necessitated by RSFA, including: 
• 	 Paying and accepting interest 
• 	 Reporting taxpayer identification number 
• 	 Lesscclpayor update database 

• 	 Began paying interest to companies who overpay royalties and accepting interest reporting from companies. 
For the first S months of the program, interest on overpayments totaled $868,000. 

• 	 Designed and began populating the Lessee Payor Update database necessary to implement the liability 
provisions ofRSFA. 

• 	 Streamlined the RMP billing and followup process for production from oil and gas I~ after September 1, 
1996, to comply with RSFA payment liability/responsibility requirements. 

• 	 Impiemented the repeal ofsection 10 ofthe Outer Continental Shelf Lands Act (OCSLA) regarding time 
limits on refunds. 

• 	 Reduced the number ofpre-August ~996 exceptions by over 50 percent, worldng toward the August 1998 
deadline mandated by RSF A. 

• 	 Established procedures to ieport interest payments on Internal Revenue Service Form 1099 to all recipients. 

• 	 Defined refund-request procedures and established timefnunes within which MMS must complete the refund 
process. 

• 	 Held over 20 outreach workshops with State and industry representatives. focusing on specific 

implementation areas. 


FY 1998 &: 1999 Planned.A.divities 

• 	 Publish RSF A rulemakings for: 
• 	 Interest payment and repeal ofOCSLA section 10 
• Self-bonding 
• 	 Takes/entitlc:ments 
• 	 Accounting relief for marginal properties 
• 	 Prepayment ofrevenues 
• 	 Monitoring adjustments 
• Chronic erroneous reporting 
• Payment liability 
• 	 Appeals 
• Statute oflimitations 
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• 	 Coordiiiate with States requesting delegable functions to ensW"e an effective transition. 

• 	 Begin collecting designation forms from lessees (owners ofoperating rights/lease record title holders) that 
identify who they have designated to pay MMS on their behalf. 

• 	 Send confmnation letters to designees in conjunction with the Lessee Payor Update Project, asking for 
confirmation that they are the designated payor. 

• 	 Finish Populating the lessee/payor databases with this information to comply with the RSFA mandate 
requiring RMP to, upon sending an invoice to designees for obligations owed, also notify the lessee ofthe 
obligation. 

• 	 Begin a new administrative appeals process that will include settlement discussions for every appeal, as 
mandated by the RSFA for production from Federal oil and gas after September I, 1996. 

• 	 Complete development ofnew software to implement several RSFA requirements, including: 
• 	 Accounting relief for marginal properties 
• 	 20S delegations to States 
• 	 Takes/Entitlements 
• 	 Debt Collection from lessees/designees 

• 	 Close or bill the remaining pre-August 1996 open exceptions as required by RSF A. Only 5,430 ofthe initial 
14.330 pre-August exceptions remain. 
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Accomplishments and Planned Activities 

Valuation Regulations and Royalty Valuation 


Accomplishments 

• 	 Published an Indian Gas Valuation Notice of Proposed Rulemaking in September 1996. Reopened the 
comment period for 30 days in March of 1997. Discussed revenue effects ofthis proposal with Indian 
constituents. Conducted an economic impact analysis on effects of valuation under the new rule. 

• 	 Published a notice withdrawing the proposed Federal Gas Valuation Negotiated rulemaking and requesting 
comments on supplemental valuation options. 

• 	 Published aFederal Oil Valuation proposed rulemaking on January 24, 1997. A supplementary proposed 
rulemaking was published on July 3. 1997. Published another supplcmentmy proposed Federal Oil Valuation 
rule February 6, 1998. 

• 	 Published a final FERC Order 636 rule in 1997. 

• 	 Published a revised proposed Indian Gas Valuation rule in Febnwy 1998. 

• 	 Increased Indian royalty collections $2.6 million by significantly expanding major portion coverage to 
include Olclahoma Tn"bes and Allottee groups. the Southern Ute Tribe and Allottces. the Blackfeet Tn"be and 
Allottees, the Northern Ute Tribe and Allottees, the Ute Mo\Dltain Ute Tribe, the Shoshone and Arapaho 
Tnb_es, the Navajo Nation and Allottees, and the Jicarilla Apache Tribe. 

• 	 Contracted with the Oil and Gas Journal to gather information on 125 gas plants throughout the country and 
received 100 survey responses. 

• 	 Established policy on allowable transportation costs for coalbed methane production through the Royalty 
Policy Board. 

• 	 Conducted 6 training sessions for 172 internal auditors to provide royalty valuation guidance and improve 
communication. · 

• 	 Conducted 16 training sessions for 128 participants on solid minerals reporting and valuation. 

FY 1998 & 1999 Planned A.ctiv/Jia 

• 	 Expand major portion coverage for FY 1998 and 1999 to cover the Rocky Boys. Fon Pede. Fort Berthold, 
Fort Belknap. and Turtle Mountain Tn"bcs and allottees, and those Oklahoma tribes and allottees not cum:ntly 
covered. 

• 	 Design a database, using gas plant survey data, to assist in evaluating extraordinary cost allowance requests 
and estimated plant processing costs. 

• 	 Provide outreach and guidance to MMS auditors. Indian tribes. and the gas industry regarding transportation 
service components that can be deducted as transportation costs. 

• 	 Complete long·term valuation projects on miique situations: 
• Nonarm's length soda ash sales to foreign affiliates 
• Caustic soda 
• Feedstock to sodium tripolyphosphate plant 
• Ann•s length sales to foreign markets through an export marketing association 
• Sales to potash export trade association 
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Indian copper 
• 	 Federal nonann's length lead 

• 	 Issue guidance concerning: 
• 	 Joint ventures 
• 	 POP dual accounting/theoretical dual accounting 


Sulfur dioxide bundling credits 

• 	 Brokered or structured coal sales 
• 	 Incremental sales 

• 	 Identify results of Federal phosphate valuation reviews, resolve exceptions, and when appropriate, issue bills 
for improper valuation. 

• 	 Perform valuation reviews on allowance limits and resolve all exceptions. 

• 	 Complete review ofallowable transportation segments for mine mouth generating stations. 
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Accomplishments and Planned Activities 

Royalty-in-Kind (RIK) 

Accomplishments 

• 	 Released the final RIK Feasibility Study report in September 1997, which assesses the potential for the 
United States to take its Federal oil and natural gas royalties-in-kind. The report recommends that MM:S 
conduct pilots and develop detailed royalty-in-kind strategies for: 
• Oil production in Wyoming 
• Natural gas production in the Gulf of Mexico 
• 8(g) production offshore Texas 

• 	 Established an implementation team to pursue the recommendations ofthe September 1997 RIK Feasibility 
Study. 

• 	 Issued a 1997 report, Oil RIK Value and Volume Reporting Recommendations, involving the existing eligible 
refmer oil RIK program. recommending a pilot study with industry to test its findings. 

• 	 Published recommendations on reporting. administrative fees, and conducting a Federal lease RIK pilot. 

• 	 Verified correct valuation for RIK crude oil billings to small refiners and made adjustments as necessary. 
Billed two RIK purchasers and three in-value payors. 

• 	 Began in an eligible refiner oil RIK pilot in 1998 as recommended in the Oil RIK Value and Volume 
Reiorting Recommendations report. This pilot has been designated a National Performance Laboratory. 

FY 1998 & 1999 P/annedA.ctivida 

• 	 Implement a revised RIK administrative fee structure. 
• 	 Develop a RIK needs assessment process to determine whether small refiners have access to adequate oil 

supplies. 

• 	 Expand valuation verification to additional onshore and offshore areas for small refiner RIK crude oil 
billings. 
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Accomplishments and Planned Activities 

Appeals 

Accomplishments 

• 	 Issued 198 decisions on non-routine appeals (appeals not decided by RMP); 72 of these were appealed to 
IBLA 

• 	 Published a proposed rule on appeals, imposing 16 month time limit on MMS appeals process, leaving 17 
months for a final Department decision from IBLA. 

• 	 Formed teams, including staff from IBLA and Office of the Solicitor, to prepare a revised proposed rule 
incorporating RPC recommendations and RSF A requirements. 

FY 1998 &: 1999 Planned Activities 

• 	 Issue a revised proposed rule on appeals, incorporating RPC recommendations. 
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Accomplishments and Planned Activities 

Revenue Receipt and Disbursements 


Accomplishments 

• 	 Received 92 percent ($5 .6 billion) ofcollections electronically in FY 1997. 

• 	 Improved and upgraded the Standard General Ledger to comply with the Chief Financial Officer's Act and to 
be compatible with client server applications and the current main frame application. 

• 	 Revised the PAAS Reporter Handbook, making it a more user-friendly document and reducing i~ size by 
one-third. 

• 	 Disbursed 98.9 percent ofFederal and State revenues on-time to the proper recipients and 97.9 percent of 
Indian revenues to OST/OTFM on time in FY 1997. 

• 	 Began reporting payor interest to the IRS and to recipient cpmpanies using Form 1099-INT software in 
January 1998 in compliance with RSF A. 

FY 1998 & 1999 PlannedActivide:s 

• 	 Convert and update the automated general ledger fimctions from outdated COBOL legacy software to client 
server-based customi7.Cd software. 

• 	C~ a fully automated process to generate the Online Payment and Collection documents, Federal Journal 
Vouchers, and U.S. Treasury SF 1166 Requests to eliminate transcription errors and reduce manual 
workload. 
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Accomplishments and Plarmed Activities 

Data Collection and Reporting 

Accomplishments 

• 	 Achieved a 97.3·percent accuracy rate for royalty reporting and a 98.3·percent rate for production reporting. 

• 	 Drafted an Electronic Commerce proposed rule requiring electronic reporting for implementation by the end 
of FY 1998 for all reporters. 

• 	 Converted well data interface to BLM's Automated Fluid Mineral Report System. which enables RMP to 
exchange data electronically and obtain more timely, accurate information. 

• 	 Transferred production error corrections to RMP personnel. which eliminated Sl.3 million in contracted 
services. 

• 	 Increued efficiencies and improved customer service to reporters and BLM counterparts by integrating 
producing and nonproducing lease workloads and by cross-training employees to correct both production and 
royalty .errors. 

• 	 Conducted nine training sessions with 564 reporters from 343 companies on oil and gas royalty, payment, 
and production reporting requirements. 

• Pub!ished the Geothermal Payor Handbook and the Solid Minerals Payor Handbook. 

FY 1998 & 1999 PlannedActivitia 

• 	 Pursue franchising opportunities with States to produce their production reports at a competitive fee. 

• 	 Publish and implement the mandatory electronic reporting rule in FY 1998. 

• 	 Complete reconciliation ofRIK contradS and establish a contemporaneous schedule of future reconciliations. 

• 	 Conduct a pilot test to determine whether all BLM reference data can be transmitted electronically to RMP 
ensuring a more accumte, amaitdatabase. 

• 	 Implement a redesigned Payor Information Fonn (PIF) which will reduce the amolm.t ofdaJa required from 
reporters and the time required to distribute revenues to recipients. 

• 	 Compare the OCS Technical Information Management System (TIMS) and RMP's Common Reference 
databases for accuracy. 

• 	 Develop a daJa sharing arrangement with the Bureau of Indian AffBin (BIA) and assist them in imaging their 
paper files so that RMP and BIA personnel can access each other's electronic data. 

• 	 Automate the lntmagcncy Dala Verification System so that all chda element comctions to the CRD and 
Bl.M's Automated Lands Management Records System (ALMRS) databues c:an be made online. 

• 	 Verify with BLM that its new Automated Fluid Min=als Support System (AFMSS) database, which will 
replace the curmrt ALMRS database, provides all the information required by MMS. 
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Accomplishments and Planned Activities 

Information Technology 

Accomplishments 

• 	 Upgraded RMP network to provide state-of-the-art telecommunications capabilities to all MMS users 
nationwide, including: 
• 	 Staie and Tribal Royalty Audit Committee Network (STRACNET), which provides States and Tribes 

direct access to RMP automated systems 
• 	 MMS local metropolitan network 
• 	 MMS-wide area network 

• 	 Enhanced and expanded the use ofInternet and Intranet, upgraded all PC workstations to Windows 95 and 
related 32-bit desktop software, developed imaging applications, and enhanced data warehouse access for 
users nationwide. 

• 	 Met RMP' s SO percent paper reduction goal by archiving mainframe system repons and the thousands of 
paper reports RMP receives using electronic imaging and storage systems. Now multiple users can access 
those reports electronically at their desktop computers. 

FY 1998 & 1999 PlannedActiviaa 

• 	 Replace outdated mainframe processor with new systems server. This new system is compatible with current 
mall}frame legacy systems and client-server based system(s). 1bi.s hardwan: is also an appropriate bridge for 
RMP' s transition to :reengineered business processes and systems. 

• 	 Complete LAN consolidation and workstation standardization. This centralized approach will be more 
efficient and e:nsUre effective end-usc:r support. 

• 	 Upgrade data warehouse to allow RMP users ready access to historical production information. 

• 	 Assist with burcauwide information technology initiatives, including upgrade and standardimion ofdesktop 
hardware and software. 

• 	 Increase availability ofinformation and systems to public and c:ustomcrs via enhanced web technology. 

• 	 Complete the year 2000 convc:nion project to identify and resolve potential concerns with date-related 
processing in hardware, systems software, and applications on both the client/server and enterprise se:rve:r 
platforms. Completion is targeted for first quarter FY 1999. 

• 	 Upanuie the electronic imaging and storage systems to archive and access large quantities ofpaper 
documents including solid minerals and FOIA information. The RMP is beginning to use these systems' 
advanced capabilities as platforms for the development ofworldlow systans. 

• 	 Make information frequently requested under FOIA and other frequently requested information available to 
the public in an eledrOnic format by September 30, 1999. This effort will lessen the mponse time to the 
public and the bunie:n on programs to provide infomWion manually. 
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Verification 

Accompli.shments 

• 	 Increased efficiency to improve service to our industry clients by restructuring the workforce. This 
restructuring changed previous workload distribution from functional based to payor-based monitoring. 
Now, one individual, instead of several, works with a company to resolve its issues; industry's feedback has 
been positive to this approach. 

• 	 Implemented the Automated Front-end 
Enhancement (AFEE) with the computer 
generation ofsome 700 to 800 initial operator 
contact letters during the first month. The 
AFEE continued to generate more than 1,000 
contact letters during each ofthe succeeding 
months thus saving the equivalent ofS F1'£ in 
front-end analysis. The benefits ofAFEE 
combined with streamlined work processes, the 
increased use ofthe Notice ofNoncompliance 
and billing processes, the implementation ofa 
new branch award program, and the 
augmentation ofthe staff allowed RMP to close 
a ~rd )8,509 cases during FY 1997. 

FY 1998 d: 1999 Planned Activities 

• 	 Transfer contracted financial workloads 
currently performed by a contractor to current 
Federal employees. 

New Record Set! 

In FY 1997, MMS closed a record nmnber-18,509­
of AFS/PAAS exception cases. This represents a 
61 percent increase over FY 1996, and an almost 
SO percent increase in closed cases over the average 
annual rate ofthe past 3 yem. 

The RMP also experienced a 41 percent average 
increase in AFS/PAAS individual analyst 
productivity in FY 1997. 

This inaeased productivity is due to streamlined 
work processes, implementation ofsystem 
improvements, enhanced use ofenforcement tools, 
and an employee award program that recognizes 
high performers. 

• 	 Implement processes to identify and correct overpayments to reduce the amount of interest being paid to 
payors. 

• 	 Reach an FY 1998 stretch goal ofclosing 26,000 exceptions, 8,000 more than were closed in FY 1997. This 
would represent a 40 percent productivity increase above FY l 997's record number ofclosed cases. 

• 	 Close or bill all remaining open exceptions, as required by RSFA. 

• 	 Complete fin.al releases ofAFEE for fU1ly automated updating capability and case file creation; develop 
softwaR to send initial contact letten electronically. 

• 	 Begin the resolution process for Gas Verification Program generated gas exceptions, following 1998 issuance 
offinal regulations. 

• 	 Complete work on the OCS section 6 lease use gas initiative. 

• 	 Continue work on coalbed methane compliance reviews in the State ofNew Mexico and on the joint 
RMP/BLM Rview ofselected gas plants. 
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Accomplishments and Planned Activities 

Audit 


AccompUshments 

• 	 Met our 1-year commibnent to complete review and billing efforts-to the extent that records were made 
available-of major California oil producing companies for alleged undetpayments ofroyalties. 

• 	 Issued bills and orders, including int~st, for $431 million, which was adjusted based on company responses 
down to S257.l million. 

• 	 Collected $142.9 million from contract settlement audits through FY 1997. 

• 	 Provided 18 training sessions in Wyoming, Utah, Texas, Oklahoma, and Colorado for 300 MMS, State and 
tn"'bal auditors on: 
• Plain English for Auditors 
• Crude Oil Premium Auditing 

• 	 Developed internal guidance on Auditing Crude Oil Premiums, Auditing Affiliate Sales ofNa1ural Gas, and 
Auditing Affiliate Sales ofCoal and made this guidance available to payors. 

FY 1998 & 1999 Planned Activities 

• 	 Complete canyover audits on an estimated 31 major payors, 44 other companies, and over 500 non-company 
audits. 

• 	 Initiate: 
• Approximately 25 major payor company audits 
• Approximately 30 other company audi1s conducted by States and tnbes 
• 	 Non-company audits including the Rangely Weber Unit and the Point Pedemales Unit 
• Additional randomly selected property audi1s 

• 	 Initiate several pilot projects to support compliance integration and potential reengineered audit processes 
and approaches. 

• 	 Provide added emphasis on auditing transportation allowances (including FERC tariffs). 

• 	 Develop and present two new audit training classes: "Reengineering the Audit Process" and "Cost Audits of 
Tnnsport:ation/Processing Allowances." These classes will be presented. to over 300 auditors, ofwhich 100 
will be State and Indian auditors. 
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Accomplishments and Planned Activities 

Collections and Enforcement 

Accomplishments 

• 	 Initiated 457 settlement discussions (or other ADR processes) since FY 1992 and closed 348 of them, 
collecting over $507 million related to violations identified by compliance processes. By 1996, most large 
companies had completed settlements for production prior to 1989. A net additional $37 million has been 
collected in 79 settlements from January 1, 1996, through September 30, 1997. 

• 	 Participated in flJ'St judicial action under the False Claims Act. A settlement was reached, which resulted in a 
payment of $200,000, constituting treble damages on the unpaid royalties plus nearly SS0,000 in penalty. 

FY 1998 & 1999 Planned Activities 

• 	 Conduct settlement meetings on approximately 300 orders appealed in the administrative appeals process. 

• 	 Reach settlement on approximately one-half to one·third ofthe above appeals. 

• 	 Continue to aggressively pursue misreporting, false reporting, and underpayments through the use ofcivil 
penalties and affirmative civil enforcement, together with the Department ofJustice, under the False Claims 
Act. . 
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Accomplishments and Planned Activities 

Protecting Indian Trust/Indian Royalty Assistance 


Accomplishmena 

• 	 Inaugurated the Royalty Internship Program with the Cherokee Nation in February 1997. Provided their 
employee on-the-job training in all RMP functions except audit 

• 	 Resolved 792 inquiries from allottees (individual Indian mineral lease owners). 

• 	 Conducted 34 Indian Allottee and 12 Indian tribal meetings. 

• 	 Converted the Four Comers office to a pilot-under one supervisor-to provide multiagency service to Navajo 
Indian lease owners from a single office. Reassigned other four-comers workload to other RMP offices 
during pilot The pilot has: 

• 	 Modified the Social Services Income Verificarlon process so that allottees can get their income 
verification information quicker. 

• 	 Improved the working interest assignment process so that it is more timely and accurate. 

• 	 Improved the leasing process, resulting in a highly successful lease sale on July 16, 1996, in Santa Fe, 
New Mexico. 

• 	 Cross-trained BIA, BLM, and MMS employees in various disciplines and different mineral lease 
functions. 

• 	 Led Indian Minerals Steering Committee subcommittees on the BIA Explanation of Payments Report 
redesign and on Indian Communication and Outreach. 

FY 1998 & 1999 Planned Aelivities 

• 	 Continue to operate the Farmington National Performance Review Laboratory pilot and ensure successful · 
completion by March 1999. 

• 	 Issue internship announcements to all tn"bes and m:ruit more·candidatcs to enter into the internship program. 

• 	 Expand outreach program to include two more tn"bes. The RMP has several programs available to tn1>es to 
help them learn more about the functions performed by RMP in managing their mineral revenues. Programs 
available to the tribes, which will be discussed in the outreach sessions, include: 
• 	 Royalty Internship Program 
• 	 Online access 
• 	 Section 202 audit agreements 
• 	 Self-govc::mance and self-determination contracts 

• 	 Increase assistance to tnbcs to improve their expertise and expand the number ofaudits they conduct 

• 	 Revise the data collec:tion survey to obtain more Rlevant Indian customer satisfaction feedback from 

outreach and education sessions. 


Minerals Management Service 164 	 FY 1999 Budget Justification 



General Administration 

General Administration 

Justification ofProgram and Performance 


Analysis by Subactivity 

dollars in thou.sands 

1998 Uncontrollable 1999 Change 
Enacted and Related Programmatic Budget from 

Changes Changes Request 1998 

Executive s 1,815 SS 0 1,870 +SS 
Direction ITE 20 0 0 20 . 0 

Administrative $ 12,118 474 0 12,592 +474 
Operations ITE 182 0 0 182 0 

General Support s 13,752 954 0 14,706 +954 
Service$ FTE 0 0 0 0 0 

Policy & Management $ 3,628 112 0 3,740. +112 
Improvement FTE 37 0 0 37 0 

Total. s 
FTE 

31,313 
239 

1,595 
0 

0 
0 

32,908 
239 

+l,595 
0 

Overview 

General Administration activity provides leadership, direction, management coordination, 
communications strategy and outreach (Executive Direction); policy, management and strategic 
planning (Policy and Management Improvement (Pl\11)); financial, personnel, procurement, 
facilities and information management services (Administrative Operations); and infrastructure 
support (General Support Services) to the Offshore Minerals Management and the Royalty 
Management programs. 

MMS programs operate within two primacy segments of the economy - the oil and gas 
exploration and production sector, and the financial sector responsible for valuation, collection, 
and auditing ofmarketed natural resources. 

Among the key reasons for MMS current programmatic achievements is the ability ofits senior 
managers to develop a sense ofthe direction ofthe industry and public it serves. This has been 
achieved through utilization ofcommunication outreach via advisory councils, discussions with 
members ofCongress, Congressional committees and their key staff, industrial and 
environmental spokesmen and community representatives affected by ongoing and proposed 
MMS activities. 

These efforts~ recent technological developments, fundamental changes in the auditing and 
accounting philosophies, and MMS response to enac1ment ofrecent legislation have yielded a 
clear vision ofwhere the :MMS ofthe twenty first century needs to be headed. Providing the 

Minerals Management Service 165 FY 1999 Budget Justification 



General Administration 

leadership, securing the resources, developing the organizational capabilities, building the 
infrastructure and assuring appropriate delivery of services are the responsibility ofGeneral 
Administration. 

Key Initiatives 

Strategic Planning 

With political, legislative, judicial, administrative, environmental, and economic pressures 
molding MMS, the task offocusing and directing the organization has become herculean. The 
strategic planning process has been fully integrated in the MMS culture. The MMS has 
diligently studied, tested and evaluated the impacts ofGPRA on the vision and mission ofMMS. 
PMI has been charged with preparing the MMS Strategic Plan and guiding the development of 
performance goals, objectives, and indicators for the OCS and RMP programs, and in doing so 
has constantly interfaced with the Director and Associate Directors to ensure adherence with 
their vision. MMS implemented a ''team" approach to the development ofthese documents so 
that the concerns ofa full cross-section ofthe Offshore and Royalty employees would have full 
voice in the process. 

Upon completion ofthe draft Annual Performance Plan, the indicators were evaluated to 
determine their impact on for the budget presentatio~ and to assess whether the existing budget 
structure could present them in a intergrated manner. Extensive discussions with the OCS and 
RMP program staffhave guided the bureau to a keener understanding how ofto fully implement 
GPRA.· During FY 1999, through extensive teaming with the OCS and RMP programs the 
current budget structure will be evaluated to ascertain its effectiveness under a fully implemented 
GPRA. 

Strategic planning within MMS and the Department of the Interior is not limited to GPRA. The 
Deputy Secretary for the Department ofthe Interior created a task force to develop a strategic 
plan for improving diversity in the Department. MMS is developing a Diversity Strategic Plan 
that fully incorporates the vision as set forth in the Department's Strategic plan. The plan will be 
implemented through hiring, or training and advancement ofemployees within the MMS. 

New ways of doing business 

Royalty in Kind (RIK) 
Under the terms ofstandard Federal oil and gas leases, the government is entitled to a share of 
production (royalty) removed or sold from the lease. Historically, the government has received 
this share in value, i.e., as a percentage ofthe sale's proceeds received by the mineral lessee. 
But, there are reasons to examine whether the government should receive at least some ofits 
royalties "in-kind", i.e., taking oil or gas in quantities equaling the percentage royalty share. A 
primary reason to examine this issue is that taking the royalty in-kind may provide opportunities 
to substantially reduce disputes between lessees and the government over the value ofFederal 
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production. Such disputes are now common and expensive to resolve. In addition to reduce 
administrative burdens on MMS and industry, RIK presents opportunities, in certain 
circumstances, to enhance royalty revenues. 

In 1995, IviMS's PMI conducted its Royalty Gas Marketing Pilot, a limited RIK test for offshore 
leases that was an operational success but which resulted in decreased royalties compared to in 
value collections for the same leases. Despite these mixed results, interest in government RIK 
possibilities continued. Committee language in FY 1997 Appropriations legislation directed 
:MMS to consider additional RIK projects and in response PMI completed a feasibility study that 
identified 3 prospects for new pilot initiatives. MMS has formed teams to develop these pilot 
projects and evaluate their potential for collecting royalties in the future. 

Royalty Reengineering 
The Royalty Re-engineering initiative is a fundamental change in the way MMS will do business 
with its customers. Because MMS hopes to place reengineering on a fast track for 
implementation this effort has required MMS to explore several different acquisition strategies. 
The chosen strategy will enable RMP to move through the reengineering process without any 
institutional delays. Together RMP and procurement have evaluated numerous implementation 
strategies and are continuing to selectively apply the most favorable for each stage ofthe process 
consistent with funding availability. 

As the implementation ofthe Royalty Reengineering initiative shifts into high gear the effects 
upon personnel, financial and facilities support will be profound. People may be asked to 
perform tasks that are different from those they currently undertake, and to perfonn these tasks 
with an entirely different may ofskills. Successful implementation will match job skill 
requirements and current MMS employees. Where necessary, mandatory training to develop 
these skills will be utiliz.ed to proactively counteract any constraints on reengineering that may 
arise due to personnel related issues. 

The implications ofthe Re-engineering effort do not stop here. The total restructuring ofthe 
Royalty operations will require space, communications (telephone and computer networking), 
organizational, and financial reconfigurations. This will effectively change all the underlying 
administrative support fundamentals, the majority ofwhich will have to be in place and 
operational prior to full implementation. 

Management Controls 
Answering the call to work smarter and better, in FY 1997 MMS pilot tested, for the Department 
ofthe Interior, an automated approach for assessing management controls over program 
resources and processes. The 1995 revision to OMB Circular A-123 opened the door to 
innovation and gave agencies freedom to design more cost effective, simplified systems that met 
their needs while meeting the requirements ofthe Federal Managers Financial Integrity Act. The 
MMS pilot resulted in a quick, concise comparison ofall the assessed measurement areas at a 
glance and pinpointed areas where mon; in-depth analysis was needed. Considerable savings 
were achieved in both cost and manpower. After ieviewing the results, in FY 1998 the 
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Department expanded the pilot to include all bureaus and offices and will adopt the new process 
Department-wide in FY 1999. 

Administrative Appeals ofRoyalty Assessments 
Sometimes companies disagree with actions taken by MMS st.aff. These disagreements arise 
most :frequently when RMP finds that the company did not pay sufficient royalties and orders the 
company to correct the error. When such disagreements arise, companies file a formal 
administrative appeal with the Director ofMMS. The program office (generally RMP) reviews 
the appeal, and ifit is not resolved at that stage, they forward the appeal to the Appeals Division, 
PMI, for review. 

The Appeals Division reviews the facts and arguments presented by both the appellant and the 
program office, analyzes the case against legal and policy precedents, and recommends a 
decision for signature by the Director, the Associate Director, PM!, or the Deputy Commissioner 
ofIndian Affairs for cases involving Indian leases. Ifthe appellant disagrees with the decision of 
MMS or BIA, they can appeal further to the Interior Board ofLand Appeals (IBLA). 

The Federal Oil and Gas Royalty Simplification and Fairness Act of 1996 requires the 
Department to render :final decisions on administrative appeals involving Federal oil and gas 
leases within 33 months of the filing of the appeal. MMS and the IBLA are taking steps to 
ensure that this time frame can be met. Over the past two years, MMS has made substantial 
strides in deciding old cases, such that decisions on active cases generally are being issued within 
12 months offiling (except for certain cases affected by ongoing litigation or involved in 
productive settlement negotiations). 

In addition, the Royalty Policy Committee (RPC) recommended to the Secretary ofthe Interior 
that the entire appeals process be substantially restructured. A team of stafffrom the IBLA, 
:MMS, and the Office ofthe Solicitor is preparing new regulations to implement mo~ ofthe RPC 
recommendations, which should further expedite the processing ofappeals. In particular, the 
reforms recommended by the RPC include: 

• 	 increasing efforts to resolve policy disputes before conducting audits ofroyalty payments. 
• 	 further encouraging informal resolution ofdisputes. 
• 	 clarifying the standing of states and Indian lessors in the administrative appeals process. 
• 	 restructuring the process to encourage earlier development ofthe administrative record, 

facilitate settlement efforts, impose time limitations on the appeals process, and allow for 
appc:als to be filed with the IBLA rather than the MMS so that appellants can obtain a 
faster, more independent review oflegal issues raised on appeal. 

Information Technology Acquisition ProceD 
Faster, better, less costly, more efficiently, with more functionalit;y - this is the mantra for the 
information management within MMS. With information resource technology still advancing in 
leaps and· bounds the quandary faced is the frequency ofupgrades and the methods ofassuring 
that program functionalit;y is not constrained by computing limitations. OMB is now the agency 
with primary responsibilit;y for managjng and tracking federal information technology (IT) 
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investments with their interests oriented towards the GPRA and the attainment ofmission 
outcomes. To this end all ofthe steps in the current IT acquisition process are being examined to 
see what's still appropriate and what's not. 1bis will be followed by development ofa new 
process that is streamlined and customer focused. The two distinct outcomes of this undertaking 
are a redefinition ofprogram versus administrative support roles and responsibilities to be 
performed for small, medium and large IT acquisitions, and unambiguous guidance needed by 
the program staffto develop infoIIDation to support IT acquisitions for the Department, O:MB 
and Congress. 

Federal Personnel and Payroll System (FPPS) 
This application of technology can provide its customers with better service at a lower cost. 
MMS has been the DOI forerunner in the implementation ofFPPS by being the first FPPS client 
to pick up responsibility for data entry and processing ofcertain pay maintenance functions 
instead of sending employee paperwork to the Bureau ofReclamation• s Payroll Operations 
Division in Denver. This change will significantly reduce the amount oftime required to change 
an employee's address, bonds, etc, and provide a more improved tracking capability. Further 
justifying its gold medal performance, MMS will implement a Windows interface for one of the 
pem>nneVpayroll modules - the Time and Attendance (T&A) Reporting System. This interface 
will make T &A reporting and certification much easier for employees. 

Building on these FY 1998 successes, FY 1999 will see the replacement ofthe current interface 
with a single, seamless desktop which will accommodate all ofthe FPPS modules and satellite 
systems such as retirement scenario planning and report generation, to name ajust a couple. 

Franchising 
MMS has a host full ofprofessionals who have a track record ofsuccess and are eager to 
demonstrate their capabilities. When the Office ofthe Secretary was looking for support oftheir 
personnel functions, they turned to the MMS D~vision ofPersonnel. A cooperative ~cement 
between the two organi7.ations has been mutually beneficial. The Office ofSecretary is now 
provided exceptional personnel service in a timely manner, and the MMS has received the 
benefits ofprofessionals within the field ofpersonnel management who have been allowed to 
stretch to their professional limits. The MMS Division ofPersonnel has developed the skill to: 

• use different and varied recruitment methods and authorities, 
• deal directly with executives and managers at the highest level of the Department, 
• take the lead in ~solving highly unusual and precedent-making cases, and 
• assist in developing human resources policy. 

In addition, MMS has developed the customer service orientation to fully understand the 
customer's wants, needs and constraints prior to procmement. As a result of this record of 
success, most especially in the information technology arena, MMS's procurement capabilities 
have been sought after by the General Services Administration's FEI>SIM: customers. This has 
enabled the MMS professionals to stretch themselves "out ofthe box" in developing newer more 
expedited methods ofacquisition. 
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Tue immediate benefit of these activities to MMS has been an empowered, challenged 
professional staff, with a broader and more sophisticated sets oftools for performing their jobs. 
This is the epitome ofdoing things smarter, faster, and at less cost - the hallmark ofbetter 
government. 

Intranet/Internet 
Report.Web 
MMS generates over 70,000 hard copy pages per year offinancial reports which are distributed 
:MM:S-wide. In addition, we also create and distribute tapes that are provided to RMP staff. By 
introducing this new technology, Report.Web, the cost ofprinting and distributing reports is 
eliminated in favor ofelectronic distribution. Report.Web provides the capability to publish 
reports on the Intranet (Pipeline), allowing MMS to solve the problems ofdistributing and 
managing these voluminous number ofABACIS reports in a cost effective, timely, and efficient 
manner. This will allow program office personnel Servicewide to have online access to their 
financial reports via the Pipeline. The result is giving users new tools to access business 
informatiori, without compromising security and data integrity. 

Electronic Commerce Activities -Electronic Posting System CEPS) 
MMS is hosting a pilot Web site for the Department that allows all Bureaus to post Requests for 
Information, Quotes, and Proposals (RFI, RFQ's, and RFP's) and other solicitations on the Web, 
effectively automating this part of the procurement process. Potential vendors and offerors can 
review the postings and are provided an e-mail link to the responsible procurement officials to 
ask questions and get clarification about the solicitations. Another feature ofthis pilot project for 
the Department is that it offers the capability to send a Commerce Business Daily notification. 
Automating these procurement processes will provide a more cost effective, efficient service to 
our offices. Once the pilot is completed in mid-A"98, a full implementation will take place in 
FY99. 

Customer Support 

GulfofMexico lnililltive 
The resurgence in the GOM leasing activity poses challenges for general administration in terms 
ofproviding the GOM office with the administrative support it needs to keep up with its 
increased workload and provide responsible service to the natural gas and oil industry. 
Significant breakthroughs in jmaging technology and engineering have enabled the natural gas 
and oil industry to explore with greater certaintude the Outer Continental Shelf for these 
petroleum resources. The result has been a mind boggling increase in interest and bids for OCS 
lease sales. The workload increase has been phenomenal and prolonged. Bid evaluations, lease 
permit processing, environmental study design and monitoring, engineering evaluation ofdrilling 
technology are some ofthe short term effects. Longer term will be monitoring exploratory and 
production drilling, conducting inspections, assessing cumulative effects ofdeepwater 
production. 

Examples ofthe type ofadministrative support required in the GOM includes the following. 
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Personnel 

• All ofthis work must be perfonned by people, either MMS employees or contractors. 
Each require special administrative support. Personnel staffwill continue to work with 
OCS managers to assess what skill mix they need within their employees and secure these 
people. This also includes devising ways ofretaining .MMS employees. With the 
burgeoning oil and gas industry in the Gulf, individuals with experience, such as MMS 
employees are being recruited by industry. This has exacerbated the personnel problem. 
Skill and professional development are mandatory to assure compliance with :MMS• s goal 
of ''providing for safe and environmentally sound mineral development on the Outer 
Continental Shelf, and ensure that the public receives fair value.,, 

lnfonnation Management 

• Infonnation management is faced with an equally complicated task. How to provide for 
adequate connectivity, while enabling hardware and software configurations to run the 
sophisticated technical programs required in the Gulf ofMexico. 

Procurement 

• Procurement will work with the OCS managers to develop strategic approaches to 
issuing, monitoring and funding environmental studies necessary for the Environmental 
Assessments and Environmental Impact Statements required for each ofthe permitting 
stages. 

•Historical Well Data Clean Up- GOMR has 35,000 well data documents with varying 
degrees ofdata integrity. The information is recorded on paper forms. There may be 
15,000 to 20;000 other records on bypasses and sidelines for which they have.limited 
information. They want a contractor to verify key data elements and record those data 
elements for wells showing the greatest benefit. Greatest benefit, although not defined, 
may mean deep water. A performance/solution-based procurement will be implemented 
to acquire these services. 

• Digitizing Well Log Data ·The Gulf ofMexico Region wants to scan their historical Well 
Log Data and record the information on CD-ROM using non-proprietary software. The 
CD-ROM must nm on a stand alone PC, LAN, Windows 95 and NT. The image should 
be a TIF or GIF file. They have competing interests within the Region and industry that 
use these documents. Some documents are limited to one copy. When those documents 
are in demand, it's difficult to meet the Region's and industry's expectation for timely 
delivery. By scanning the documents, they will be able to provide copies ofthe 
documents to all interested parties on a timely basis and accommodate their document 
storage requirements in a more effective manner. The procurement will specify that work 
must be performed within a limited mdius from the Regional office to ensure prompt 
recall of docmnents ifrequested by staff or industry. 
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• Support services will have to ensure adequate space and personnel as well as data and 
facility security. Acquiring space, reconfiguration, information systems and infrastructure 
development all have to be performed in a manner that is not disruptive ofthe ongoing 

· critical workload. 

Information Collection 
Congress passed the Papenvork Reduction Act of 1995 (PRA) to minimize the paperwork burden 
ofthe federal government on the public and to control the quality and use ofthe information 
collected. Implementation ofthis legislation has been a sizable task for MMS because the 
legislation established more rigorous procedures for federal agencies to collect and keep 
information, even when the information is viewed by an agency as being vital to the enforcement 
ofits compliance and safety programs. MMS's task has been even more difficult because other 
recent legislation, most notably the Federal Oil and Gas Royalty Simplification and Fairness Act 
of 1996, has impacted the data requirements ofits program operations. Whenever a regulation is 
proposed, a notice is issued to lessees or operators, or a survey is conducted an information 
collection iSsue is generally involved. 

The information collection liaison function in MMS has been working closely with the Offshore 
and Royalty Programs, the Department's Office ofPolicy Analysis, the Office ofManagement 
and Budget and MMS's customer base (which includes industry, States, and Indian Tribes) to 
implement the new and stricter requirements ofthe legislation. This intense transitional phaSe of 
changing requirements and collecting better but presumably less data will continue through this 
fiscal year. 

To continue to improve customer service to the Royalty Management and Offshore Minerals 
Management Programs, and facilitate the procurement process, MMS will actively use oral 
proposals and other innovative procurement techniques. MMS will utilize the technological 
advances ofthe Internet and the MMS Home Page as1ools for the electronic posting.of 
solicitations and Commerce Business Daily announcements as well es electronic invoicing. 

Clinger-Cohen ActITActivities 
While still in its infancy, the Clinger-Cohen Act presents a series ofsweeping changes within the 
IT regulatory environment These changes will require a continual effort to evaluate and 
recommend IT investments within the Service. General Administration will be able 
to provide insight and direction to the program areas and champion these efforts to the 
Department's Chief lnfonnation Officer to obtain their approval for major IT acquisitions. 

Looking Ahead 
As General Administration looks into the future a few significant issues appear on the horizon. 
Perhaps the most intriguing and complicating for MMS' RMP program is the possible 
restructuring ofthe electricity market and its implication for the royalty collection process. As 
was true with gas contract settlements of 1996, the nuances ofgas supply contracts, the effects of 
deregulation, and growth in complexity between producers and providers will further complicate 
MMS's royalty valuation functions. Resolving these valuation issues will require significant 
analytical resources, and most probably audits and appeals to establish a benchmark for 
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establishing the criteria and expectations ofroyalties owed. Throughout MMS work in the 
establishment of these standards will be a high priority. 

The future ofnatural gas and oil development in the Outer Continental Shelf is shining brighter 
now than it has for the past decade. New technology, increased industcy interest, and a 
legislative and regulatory environment that encourages development have all spurred renewed 
interest in the Gulf ofMexico and have supported continuing efforts in Alaska The natural gas 
and oil exploration and recovery systems are pushing engineering, imagery, and environmental 
sciences into areas scarcely even dreamed ofa few years ago. This has increased MMS' s need 
for better understanding of sensitive ecosystems; ofadvanced sophisticated drilling and 
production technologies, and assessment models for resource and bid valuations. General 
Administartion will play an important role in meeting these needs. Procurement has to have the 
capability ofdiscerning responsive and nonresponsive bids in areas ofscientific research never 
before explored. Personnel recruitment and training activities have to provide :MMS with 
professionals with a peer status to their industry counterparts. Policy and legislative 
implicatiom ofthe new technologies not only affect the United States, but the entire world. 
MMS is world class in its capabilities - more so now than ever before MMS will be called upon 
to provide assistance to nations developing their regulatory, legislative and industrial capabilities. 

MMS's leadership bas come to understand that rapid change is the order ofthe day. 
Technological advances affect the discovery, exploration, and production ofnatural gas and oil. 
The world ofroyalty payments, production verification, and market structures evolve equally as 
quickly requiring a virtually perpetual evolution and adaptation of methodologies. 

Strategic planning, full incorporation ofGPRA, integration with and adoption ofDepartmental 
procurement and property systems, enabling employees, implementation ofcost accounting 
systems, cooperative development ofdelivery systems for infonnation technology with the 
Department, and strategic development ofbudgetary resources are more than contemporary 
issues. These initiatives or similar ones will always be pushing and prodding the MMS to 
continually improve to look for ways ofdoing business better, and to provide the American 
taxpayer with: 

CJ 	 Safe and environmentally sound mineral development on the outer continental 
shelf, and ensure that the public receives fair value. 

Q 	 Timely, accurate, and cost effective mineral royalty collection and disbursement 
services. 

Provides leadcrMip. policy direction, and management. 

Executive Direction 

Office ofthe Director 
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Office of 
Communications (OOC) 

Policy & 

Management 

Improvement 


Administrative 
Operations 

Budget & Finance 

Personnel 

Procurement & 

Support Services 


Responsibilities 


Serves as the primary point ofcontact with Congress, State and local governments, 
the news media, external constituencies and the general public. 

Provides the director a single point ofcontact for addressing issues that cut across 
program areas or fall outside ofthe ~onsibilities ofeither major program. 
Additionally, it: 

o 	 initiates pilot projects at the director's request 
o 	 assures implementation ofrecommendations derived from intcmal reviews, 

Inspector General audits, and GAO reviews 
o 	 adjudicates administrative appeals 
o 	 conducts internal reviews at the request ofthe director 
o 	 coordinates audits by the IG and GAO 
o 	 manages MMS's compliance with the Departmental regulatory process. 

Responsible for planning and effective utilization ofbudgetary and financial 
resources. This includes: · 

o 	 developing bureau budget estimates for the department imd OMB 
o 	 providing guidance for budget and program formulation and justifications 
o 	 assuring proper funding, staffing, and execution in accordance with the law 

and Congressional and department directives 

o operating the administrative accounting system 

o 	 preparing the bureau's annual financial Rp<Jrt as well as serving as the 

bureau's focal point for other duties under1he CFO Act. 

Administers the human resource management prognun and provides operational 
personnel services to the major program areas. This includes: 

0 	 recruiting and employing 
o 	 conducting labor management relations 
0 	 reviewing. processing, and representingDUlllageDlent in employee 


grievances, appeals. and adver"Wperformance based actions 

o 	 consulting with and referring actions related to allegations based on 

discrimination to Equal Employment and Development Opportunity Division 
staff 

o 	 providing pcnoDDel services to the Office ofthe Sec:r:mry on a reimbursable 
basis through an lnteragency franchise agreement. 

Responsible for the execution and administration ofprocuremc::nt, space and 
filcilities managanc:nt, property management, safety and health management, 
tnmsportation, md general office services fimctions. This includes: 

o 	 awarding and administ.c:ring contracts, small pmcbase agreements, 
cooperative agreements, md interagency agreements 

o 	 administering support functions for 31 buildings in 18 cities 
o 	 maintaining invr:ntmy systan for all bureau controlled property 
o 	 managing bureau's vehicle fleet. · 
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Responsibilities 

Information Responsible for providing direction, guidance, and coordination for IRM activities, 
Resources including computer security, acquisition management, data networking and 
Management infrastructure support, desktop computing and end-user services, and records 

management activities. This includes: 
0 Assisting the Department's data network, DOINET 
0 Participating in the implementation efforts identified in the Strategic Plan, 

such as the establishment ofhardware and software standards 
0 Assisting the Office ofthe Secretary (OIRM) with Department-wide 

contracts for encryption software and software that will aid the Bureau to 
idcntify and assess the impact ofthe Year 2000 date problem in legacy code 

0 Supporting cc:Mail electronic mail between all Bureau users and between 
other DOI Bureaus and Intemet/Intnmet activities and provides coordination 
ofFTS 2000 services. 

Equal Employment & Develops, directs, monitors, and operates the MMS EEO Program. This includes: 
Development 0 Maintaining and operating the discrimination complaint system 
Opportunity 0 Implementing the equal employment opportunity and affirmative action 

• plans 
0 Implementing programs for minority higher education and related 

partnerships 

. 0 Mmagmg employee training and development 
0 Managing the special initiative programs to involve more women and 

minorities and people with disabilities in the program areas and throughout 
all levels ofmanagement 

General Support 
Services 

Provides the funding to cover uncontrollable (fixed) costs and other support 
services for all office locations. This includes such expenses as rent, mail service, 
commercial communications/Federal telecommunications system, and employees' 
compensation fimd. 

Accomplishments 

• 	 Made substantial strides during 1996 and 1997 in eliminating the backlog ofadministrative 
appeals. The cases disposed ofduring this period were over twice the number ofnew cases 
received. Issued decisions in 493 cases, settling 371 cases, and otherwise resolved 570 
cases. 

• 	 Completed the GPRA required Strategic and Annual Performance Plans on time, and with 
input from our customers and stakeholders. 

• 	 Stream1ined and improved MMS's regulation development process by implementing 

recommendations proposed by the Regulatory Review Team. 


• 	 Performed a feasibility study to identify potential pilot projects for MMS to collect oil and 
gas royalties in-kind rather than in value. 
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• 	 Conducted successful pilot project for the Department which evaluated automating some 
Management Control Reviews (MCR). Automated MCR's could save time, staff 
involvement and money. 

• 	 Completed study ofthe Royalty Management Program's direct and indirect cost structure to 
assess current and future cost allocations for charging or delegating functions to states. 

• 	 Completed an independent study bench marking State royalty collection activities to 
determine how the Royalty Management Program costs and services compare to state 
activities. 

• 	 Hosted workshops and met with companies to obtain current information on oil and gas 
marketing practices and efforts. This was to obtain a knowledge base ofinformation on 
current private sector practices to apply in developing new regulations. 

• 	 Ov~ the implementation bureau.wide of the MMS Diversity Strategic Plan. 
Established a top.level Management Recruitment Committee to assure priority ofstrategic 
planning activities. 

• 	 To reduce the administrative burden on supervisors, implemented a Windows interface for 
the-Time and Attendance Reporting System ofFPPS. 

• 	 Evaluated the requirements ofGPRA budgeting on budget, financial, and organizational 
structures. 

• 	 Continued to maintain and expand one to the Department's first Intranets, thereby 
improving the interchange ofinformation among employees and speeding the performance 
ofbusiness requirements. 

• 	 Implemented web based applications to support administrative functions in a more cost 
effective manner, e.g, a system to place RFP's on the Internet for access by the commercial 
commuoity which expands the opportunity for all vendors, including small, minority and 
woman-owned vendors, to bid on our needs; and a tool for retrieving financial management 
information on the bureau's Intranet which will alleviate the need for printing financial 
reports. 

• 	 Prepared an Annual Financial Report that once again, (sixth time in six audits) received an 
unqualified clean opinion from the Inspector General's office. 

• 	 Expanded the use ofPurchase Cards by MMS staff, thus accelerating the receipt of 
acquisitions supporting program activities and reducing the administrative burden on staff. 

• 	 Became one ofthe first Interior bureaus to convert to the new Federal Payroll Personnel 
System, thus improving the case with which personnel and payroll actions can be 
accomplished and reducing the administrative burden on MMS staff. 
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• 	 Obtafued and realigned additional space in the Gulf ofMexico region to support the 

expanded program operations. These efforts have provided modem high tech offices 

which are safer as well as customer and employee friendly. 


• 	 Assessed the Year 2000 computing problems ofMM:S's five mission critical applications. 
Completed system renovations, testing/validation, and initiated implementation within 
OMB' s milestone dates. 

Planned Activities 

• 	 Work to issue decisions within 12 months offiling for all cases except those that are on 
hold for productive settlement discussions or are tied up in litigation. At the same time, 
work with the Interior Board ofLand Appeals and the Office of the Solicitor to develop 
new regulations in response to recommendations by the Royalty Policy Committee, which 
will substantially reform the appeals process. 

• 	 Design and implement a process to measlll'C our pcrfonnance in achieving organizational 
goals. 

• 	 Lead an MMS-wide team identifying and examining policy options for addressing 
movement ofbulk offshore production upstream of initial processing, a situation becoming 
more common in deep water areas offshore. 

• 	 Form teams to develop RIK pilot projects identified in the feasibility study and evaluate 
potential of collecting royalties differently than currently being done. 

• 	 Implement EEO initiatives, developed in consultation and cooperation with BLM and 
OSM, to coor~te and consolidate training, targeted recruitment, conflict resolution for 
prevention ofEEO complaints, and partnerships with academic and professional 
organizations. 

• 	 Develop a single, seamless PC desktop application accommodating all ofthe FPPS 
modules and satellite systems and further improving the user friendliness ofthe system. 

• 	 Continue the transition to GPRA budgeting and reporting to support a fuller understanding 
ofthe planned and subsequent application ofbureau resources. 

• 	 Begin evaluation ofspace, design and functional requirements for RMP' s request to move 
into a single building in 2001. 

• 	 Increase franchising opportunities for the range ofadministrative services while continuing 
to provide timely and quality support to all MMS and external customers. (The expansion 
offranchising activities allows for the development and maintenance ofa larger body of 
expert knowledge than would be possible otherwise and, thus, provides better support for 
all customers.) 
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• 	 Begin assessment ofrequirements for conversion ofMMS's financial system to a more 
current software package. 

• 	 Create a culture that brings out the best in MMS employees by providing appropriate 
training and development opportunities, employee recognition, and other types of 
motivation. 

• 	 Develop and maintain an internal communication strategy that makes use ofa variety of 
tools, both intetpersonal and electronic, to communicate with employees the reasons for 
and the specifics ofthe administrative policies ofthe MMS. 

• 	 Develop and lead an MMS-wide policy that, through effective information management 
systems, fosters integration and standardiz.ation where necessary while preserving 
creativity and program ownership ofprogram specific systems. . 

• 	 Complete implementation ofY car 2000 computer renovations by the end ofcalendar year 
1998. 
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Oil Spill Research Appropriation 

Justification ofProgram and Performance 


Analysis by Subactivity 

dollars in thousands 

1998 
Enacted 

Uncontrollable 
and Related 

Changes 
Programmatic 

Changes 

1999 
Budget 
Request 

Change 
from 
1998 

Oil Spill Research $ 
Fl'E 

6,118 
26 

0 
0 

0 
0 

6,118 
26 

0 
0 

The Oil Spill Research Appropriation, funded by the Oil Spill Liability Trust FlDld (OSLTF), 
supports: oil spill research, oil spill prevention and response planning activities (see Regulation 
ofOperations section), and financial responsibility. 

Goal: 
• Provide for safe and environmentally sound mineral development on the OCS. 

Performance Objectives: 
• 	 Ensure safe OCS mineral development 
• 	 Ensure environmentally sound OCS mineral development 
• 	 Provide for mineral development on the OCS. 

The MMS research supports the bureau goal of safe and environmentally sound operations by 
enhancing capabilities to detect and respond to an open ocean oil spill. The research program 
complies with Title VII ofOPA and is conducted in cooperation with the Interagency 
Coordinating Committee on Oil Pollution Research, as called for in the OP A. 

The Oil Spill Research Appropriation funds: 

• 	 Research to :further oil spill detection and response capabilities in the event ofan oil spill 
in the marine environment 

• 	 The operation and maintenance ofOhmsett-The National Oil Spill Response Test 
Facility. 

• 	 Management ofFinancial Responsibility. 

Oil Spill Detection and Response Capabilities - MMS is the principal U.S. Government 
Agency funding offshore oil spill response research. Through funding provided by MMS, 
scientists and engineers from the public and private sectors worldwide, are working to address 
outstanding gaps in information and technology concerning the cleanup ofoil spills. Credible 
scientific investigations and technological innovation are considered key elements in improving 
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the future capabilities of minimizing damage from spills. The program operates through 
contracts and other agreements with universities, private industry, State governments, 
government laboratories, and foreign countries with the expertise to perform the necessary 
research. Funding is leveraged by cosponsoring research whenever possible. The scope of 
MMS's oil spill response program was increased in 1986 by aligning the MMS program with that 
ofEnvironment Canada and the National Institute ofStandards and Technology. Tue 
cooperative nature of the program encourages innovation and creativity in the accomplishment of 
its mission. 

Knowledge gained from this research has significantly improved the ability to reduce the impact 
and damage caused from oil spills. Instrumental in the preparation ofoil spill response plans is 
knowledge ofoil properties and how they change over time. Oil properties dictate whether the 
oil is dispersable or ignitable, which in tum affects response options .. 

Current research projects: 

In Situ Burning of Spilled Oil. The Interagency Coordinating Committee on Oil Pollution 
Research, created by the Oil Pollution Act of 1990, bas designated ~S 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 have demonstrated that in situ burning is an effective 
oil spill response technique with minima] air and water quality impacts. Burning offers a way to 
remove large quantities ofoil from the watets surface very quickly (100 to 1,000 times more 
rapidly than with conventional equipment), thereby minimizing the long•tenn effects which can 
persist for years. It bas the potential to remove up'to 98 percent ofthe spilled oil from the water's 
surface and is now being considered for use throughout many areas ofthe United States. 

Mitigation ofPollution Associated with Pipelines. Pipelines are the source ofabout 97 percent 
ofoil-spill volume associated with OCS oil and gas operations. The MMS is actively pursuing 
research to ascertain the integrity ofthe 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 waters, these projects will serve a dual pUipOse. A risk analysis and 
management database is being devised to provide valid assessments ofthe conditions ofaging 
pipeline systems as well as the probabilities and consequences ofleaks. ~S pipeline research 
is intended to improve leak detection capabilities, improve internal and external inspection 
practices, improve shutdown systems, and develop a better understanding ofthe environmental 
forces active on pipelines. 

Environmental Fates and Effects Projects. MMS continues efforts to develop and test 
satellite-tracked drifters designed to behave like oil slicks on the ocean surface. These drifters 
are a valuable tool in both applied and modeling situations. The NOAA Hazardous Materials 
(HAZMAT) Group continued cooperating in the project by deploying MMS drifters in actual 
spills. The results ofthese efforts have been used to improve oil spill trajectory analysis and 
modeling for use in spill contingency planning. 
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Other Oil Spill Response Technology. Promising results have been obtafued in many 
technology areas such as the examination ofmechanical containment and storage devices, 
airborne remote sensing, and oil spill chemical treating agents such as dispersants. 

Oil Spill Research Accomplishments 

• 	 The MMS is the primary sponsor ofthe "International Workshop on Marine Pipeline 
Safety Assessment and Risk Management" which was conducted by the University of 
California at Berkeley in FY 1998. During the workshop the strengths and weakness of 
the various approaches to pipeline safety assessment and risk management will be 
discussed. A further objective ofthe workshop is to identify research and development 
efforts that are needed to improve the safety, inspection and maintenance ofoffshore 
pipelines. 

• 	 The cooperative agreement between Scripps Institution ofOceanography has yielded a 
greater understanding ofthe circulation of the Santa Barbara Channel and Santa Maria 
Basin. 

• 	 MMS sponsored development ofthe ALOFI' (A Large Outdoor Fire plume Trajectory) 
model, widely recognized as a tool for computing and displaying smoke plume 
trajectories. 

• 	 An MMS sponsored study examined the available literature on soot production during in 
situ burning ofoil with the pmpose ofdetcnnining the range of smoke yields generated 
by in situ burning ofpetroleum oils on water, and determining the effects offire size and 
the type offuel that is burned. 

• 	 MMS and Environment Canada jointly funded the "Catalog ofCrude Oil and. Oil Product 
Properties.,, The catalog data on various chemical and physical properties ofover 3 80 
types of crude oil and petroleum products. The properties reported are those which will 
likely determine the environmental behavior and effects of spilled oil. No catalog ofthis 
type previously existed. 

• 	 The Svalbard Shoreline Field Trials were highly successful in developing a better 
understanding of the behavior ofoil on shorelines and in designing response options. 
This project is jointly funded by an i.ntcmational partnership ofState, Federal, and foreign 
government agencies, and private industry. 

Planned Activities for FY 1999 

• 	 In situ burning research will focus on information required to properly regulate and 
conduct safe in situ burning operations at sea. 
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• Work will continue to develop a model for personal computers, which computes smoke 
plume trajectories and concentrations ofparticulate matter from in situ burning ofoil 
spills. The National Institute ofStandards and Technology will add a 3-D graphical 

· animation of smoke plume to the flat terrain model to aid in visualizing the model output. 

• 	 The MMS will continue efforts on development and testing of satellite-tracked drifters 
and physical oceanographic circulation field studies. 

• 	 The MMS will begin research on the 
behavior of subsea releases offull well 
stream flows into the middle ofthe water 
column, typically 300-3,000 meters 
below the surface. 

Ohmsett - The National Oil Spill Response Test 

Facility - Ohmsett, the National Oil Spill
Response Test Facility, is located in Leonardo, 
New Jersey. It is a vital component ofMMS's 
research program. The Ohmsett facility provides 
testing BJld research capabilities to help the 
government fulfill its regulatoiy requirements 

Who Pays? 
Olhcr ~t aamcia, foriegn 
aovcmmmis, or private &ms 'Who 
use the Olmi.scu facility pay a fee 
which coven lhc full cost of their 
testiq. 1bc cost oftesting b.u abo 
decliDcd at ObmscU. ID 1994 it cost 
mbcRrt $7,000 a day t.o fully cover the 
cost of 111mg the facility, but through 
better management, the cost of using 
the facility has declined to about 
SS,000 a day. 

and meet its goal ofmaintaining an environmentally clean record while providing energy for the 
American people. This unique facility is capable of replicating various conditions at sea. 
Ohmsett features a fully computerized data collection system, above and below waterline video 
capability, and a complete oil storage and handling system. Ohmsett is the only facility in the 
United States where full scale equipment can be easily tested, without going out into the ocean. 

Through testing, valuable performance data on 
equipment are provided to manufacturers ~d 


Usage rate at Ohmsett facility 
 suppliers to develop new or to improve existing 
over the last few years. equipment. Industry personnel can be trained in the 

use oftheir equipment in a safe, controlled 
FY 1995 - 80 test days environment (as compared to the open sea).
FY 1996- 114 test days 

Performance data used by response planners inFY 1997 - 91 test days (tank closed/or2 

monthsfor upgrading) 
 reviewing and approving facility contingency plans. 

FY 1998 • 70 test days have ahaid:y 
bcc::n reserved. 

With offshore oil and gas operations moving into ... .. ~. 

deeper waters, the potential for a spill increases.·; . ... •t~!~: ;- · .- .~ ~·=-~~:;~..~~;~~~~i......~:!~·~-;·~ ...~~~ - ~- - -1 
~ 

2 
-

l 
~ 

4 
There are many questions about dealing with an oil 
spill or blowout in deep water. The best place to test 

s 6 7 8 9 10 11 new equipment and ideas on cleaning up oil in deep 

12 1l 14 15 16 17 11 
water is at Ohmsett, where tests can be conducted in a 
safe environment and can be repeated until product 

19 20 21 22 23 24 2S results arc achieved. Additionally, testing at Ohm.sett 

26 27 ll 29 JO 
is much less expensive than open ocean testing. 
many MMS funded studies, Ohmsett is used to 

In 
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demonstrate successful completion ofa current 
set of tasks before funding is approved for 
additional tasks. 

To increase utilization, especially with the oil and 
gas industry, the mission ofOhmsett is being 
broadened to include and possibly emphasize 
training individuals who work in the marine 

· environment in oil spill response methodology. 
Obmsett could possibly become a major training 
facility for government mariners (e.g. U.S. Coast 
Guard, U.S. Navy), commercial mariners, 
offshore workers, and others. 

Oil Spill Financial Responsibility 

l\1MS implements the financial responsibility 

provisions ofOCSLA and OP A, which require 

companies responsible for certain offshore oil 

and gas facilities to demonstrate their ability to 


Congress Amends Oil Spill Act 
Changes in the Oil Spill 
Act now allow for the 
amount necessary to meet 

a facility's oil spill 
financial responsibility 

requirement to be 
based on the facility's 

cation and the 

- ~$ ?o:~~ilspill. 
~~ 
~ ......... 


pay the costs offacility oil spill discharge removal and dam.ages. Several methods may be used to 
demonstrate oil spill financial responsibility (OSFR), including insurance, bonds, self-insurance, 
and guarantee. 1fl.e MMS bas proposed a rule to implement the 1996 amendments to OPA (30 
CFR Part 253). Under OSCLA, the amount ofOSFR is set at $35 million. Under the new rule, 
the amount of OSFR needed is based on facility location and the volume ofthe potential worst­
case oil spill discharge that could occur. The OSFR amount required ranges from $10 million to 
$150 million. The rule covers facilities located in the OCS and State coastal waters. 
Implementation of the new program will begin in late FY 1998, and the existing OCSLA based 
OSFR program will be phased out. 
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Explanation of Authorizing Statues 

Outer Continental ShelfLands: 
43 U.S.C. 1331, et seg. The Outer Continental Shelf COCS) Lands Act of 1953, as 

amended, extended the jurisdiction ofthe United States to the 
OCS and provided for granting ofleases to develop offshore 
energy and minerals 

43 u.s.c. 4321, 4331-4335, The National Environmental Policy Act of 1969 required the 
4341-4347 	 Federal Agencies consider in their decisions the environmental 

effects ofproposed activities and that Agencies prepare 
environmental impact statements for Federal actions having a 
significant effect on the environment. 

16U.S.C. 1451, et~ 	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 set by 
the States. 

16 U.S.C. 1531·1543 	 The Endangered Species Act of 1973 established procedures 
to ensure interagency cooperation and consultations to protect 
endangered and threatened species. 

42 U.S.C. 7401, et~ 	The Clean Air Act as amended, was applied to all areas ofthe 
OCS except the central and western GulfofMexico. OCS 
activities in those nonexcepted areas will require pollutant . 
emission permits administered by the EPA or the States. 

16 U.S.C. 470-470W6 	 The National Historic Preservation Act established procedures 
to ensme protection ofsignificant archaeologic resource. 

30 U.S.C. 2l(a) 	 The Mining and Minerals Policy Act of 1970 and the Materials 
and Minerals Policy. Research and Develgpment Act of 1970 
set forth the continuing policy~~ ofthe Federal 
Government to foster and encourage private enterprise in the 
orderly and economic development ofdomestic mineral 
resources and reserves. 

30 U.S.C. 1601 	 Policy, Research and Development Act of 1970 set forth the 
continuing policy m ~ofthe Federal Government to foster 
and encourage private enterprise in the orderly and economic 
development ofdomestic mineral resources and reserves. 
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33 U.S.C. 2701, et seq. 	 The Oil Pollution Act of 1990 established a fund for 
compensation ofdamages resulting from oil pollution and 
provided for interagency coordination and for the performance 
ofoil spill prevention and response research. It also expanded 
coverage ofFederal requirements for oil spill response 
planning to include State waters and the transportation ofoil. 
The Act also addressed other related regulatory issues. 

43 U.S.C. 1301 	 The Marine Protection. Research. and Sanctuaries Act of 1972 
provided that the Secretary ofCommerce must consult with the 
Secretaiy ofthe Interior prior to designating marine 
sanctuaries. The MMS provides information and comments 
regarding the mineral resource potential in areas being 
considered for designation as marine sanctuaries. 

16 U.S.C. 1361-1362, 1371- The Marine Mammal Protection Act of 1972 provides for the 
1384, 1401-1407 protection and welfare ofmarine mammals. 

P.L. 104-58 Deepwater Royalty Relief Act provides royalty rate relief for 
offshore drilling in deepwater of the Gulf ofMexico (GOM). 

Royalty Management Program: 
25 U.S. C. 3 97, et seg. The Indian Mineral Leasing Act of 1891. as amended. 

authorizes mineral leasing on land bought and paid for by 
Indians. 

25 U.S.C. 396, et seg. 	 The Indian Minerals Leasing Act of 1909authorizesoil and gas 
leases on Indian allotted lands. 

25 U.S.C. 396-396(g), et seg. 	 The Indian Mineral Leasing Act of 1938 authorizes oil and gas 
lease on Indian Tribal lands and provides uniformity with 
respect to leasing ofTribal lands for mining purposes. 

30 U.S.C. 181, et~ 	The Mineral Leasing Act of 1920 (Ml.A) provides for 
classification and leasing of coal, oil, oil shale, natural gas, 
phosphate, potassium, sulphur, and sodium and the payment of 
bonuses, rents, and royalties on such leases. 

43 U.S.C. 1331, et seg. 	 The Outer Continental Shelf Lands Act of 1953 provides for 
granting ofleases to develop offshore energy 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. 
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30 U.S.C. 1001, et seg. 

30 U.S.C. 181, et seg. 

25 U.S.C. 2101, et seq. 

30 U.S.C. 1701, et seq. 

106 Stat. 1374 

110 Stat. 1700 

General Administration 
31 U.S.C. 65 

31U.S.C.3901-3906 

31 U.S.C. 3512© 

5 U.S.C. 552 

31 U.S.C. 7501-7507 

The Geothermal Stram Act of 1979 authorizes the Secretary to 
issue leases for the development ofgeothermal 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 Minerals Development Act of 1982 provides that 
any Indian Tribe may enter into lease agreements for minerals 
resources within their boundaries with the approval of the 
Secretary. Allotted land owners may join Tribal mineral 
agreements. 

The Federal Oil and Gas Royalty Management Act of 1982 
(FOGRMA) provides for comprehensive fiscal and production 
accounting and auditing systems to provide the capability of 
accurately determine oil and gas royalties, interest, fines, 
penalties, fees, deposits, and other payments owned and to 
collect for such amounts in a timely manner. 

The FY 1993 Department ofthe Interior and Related Agencies 
Appropriations Bill requires the deduction of$68.2 million 
from mineral receipts before their distribution to States and 
Treasury to recover a portion ofthe Government's mineral 
leasing program costs. 

The Federal Oil and Gas Royalty Simplification and Fairness 
Act of1996 (P.L. 104-185) changes forroyalty collection 
program by establishing a 7-year statute oflimitations, limits of 
appeals, requires the government to pay interest on royalty 
overpayments, changes in definitions, and allows for delegation 
ofcertain fi.mctions. 

Budget and Accounting Procedures Act of 1950 

PromptPaymentActofl982 

Federal Manages' Financial Integrity Act of 1982 

Freedom oflnform.ation Act of 1966. as amended 

Single Audit Act of 1984 
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Authorizing Statues 

41 U.S.C. 35045 


41U.S.C.351-357 


41 U.S.C. 601-613 


44 U.S.C. 35 


44 U.S.C. 2101 


40 U.S.C .. 486© 


31U.S.C.3501 


31 U.S.C. 3501 


31U.S.C.3711, 3716-19 


31U.S.C.1501-1557 


5 U.S.C. 1104 et seg. 


31 U.S.C. 665-665(a) 


41U.S.C.252 


18 U .S.C. 100 I 


18 U.S.C. 287 


41U.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 


Walsh Healy Public Contracts Act of 1936 


Service Contract Act of 1965 


Contract Dimutes Act of 1978 


Paperwork Reduction Act of I 980 


Federal Records Act 1950 


Federal Acquisition Regulation of 1984 


PrivacyActofl974 


Accounting and Collection 


Claims 


Appropriation Accol.Ulting 


Delegation ofPersonnel Management Authority 


Anti-Deficiency Act of 1905. as amended 


Competition in Contracting Act of 1984 


False Claims Act of 1982 


False Statements Act of 1962 


Federal Grant and Cooperative Agreement Act of 1977 


Federal Property and Administrative Services Act of 1949 


Office ofFederal Procurement Policy Act of 1974. as 

amended 


Small Business Act of 1953. as amended 


Small Business Act Amendments of 1978 


Small Business and Federal Competition Enhancement Act of 

~ 

Small Business !nnovation Research Program of 1983 
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Authorizing Statues 

10 u.s.c. 2306(f) Truth in Negotiations Act of 1962 Authorization 

Secretarial Order No. 3071 The order established the Minerals Management Service in 
January 1982, under authority provided by Section 2 of 
Reorganization Plan No. 3 ofl950 (64 Stat. 1262). 

Oil Spill Research: 
33 U.S.C. 2701, et~ Title VII ofthe Oil Pollution Act of 1990 authorizes the use of 

the Oil Spill Liability Trust fund, established by Section 9505 
ofthe Internal Revenue Code of 1986, for oil spill research. 

33 U.S.C. 2701, et~ Title I, Section 1016, ofthe Oil Pollution Act of 1990 requires 
· a certification process which ensures that each responsible 

company, with respect to an offshore facility, has established, 
and maintains, evidence offinancial responsibility in the 
amount of at least $150,000,000 to meet potential pollution 
liability. 

43 u.s.c. 1331, et~ Section 21 (b) ofthe Outer Continental ShelfLand Act, as 
amended, requires the use ofthe best available and safety 
technologies (BAST) and assurance that the use ofup-to-date 
technology is incorporated into the regulatory process. 

Executive Order 12777 E.O. 1277, 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). 

Minerals Leasing and Associated Payments: 
P.L. 106-33 	 The Omnibus Budget Reconciliation Act of 1993 requires the 

recovery ofone-halfof the Federal Govemmenfs mineral 
leasing program costs, before distribution of receipts to States 
and the Treasury. 

30 U.S.C. 181, et seq. 	 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 ofreceipts with States on a 
monthly basis from various mineral leasing activities under 
that stature on Federal lands within their boundaries. 
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Authorizing Statues 

30 U.S.C. 351 et seg. 

30 U.S.C. 1001, et seq. 
1721(d), 30 u.s.c. 191 

30 u.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. l 9la 

The Minerals Leasing Act for Acguired 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 are 
shared with the State. · 

The Geothermal Steam Act of 1970 authorized the Secretary 
to issue leases for the development ofgeothermal energy and 
provides for receipt sharing with the States. 

Federal Oil and Gas Management Act of 1982 provides for 
timely payments ofroyalty funds from gas and production on 
Indian lands to Indian accounts and for payments ofinterest to 
States and Indian accounts when funds are not disbursed by 
the date required under 30 U.S.C. 191 and 1714. 

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 located on 
public domain lands. 

This law authorizes the sharing ofall late payment interest 
collected on all Federal Government lands and from all 
minerals categories. This law applies to all interest paid to the 
Federal Govemment on or after July 1, 1988. Any interest the 
Federal Government has improperly shared prior to the 
July 1, 1988, shall not be recouped form any recipjent. 

Minerals Management Service 190 FY 1999 Budget Justification 



GPRA 


MINERALS MANAGEMENT SERVICE 


Annual Performance Plan for Fiscal Year 1999 

February 1998 

Minerals Manage:mmt Service 191 FY 1999 Budget Justification 



GPRA 


Minerals Management Service 192 IT 1999 Budget Justification 



GPRA 

QUICK REFERENCE TO 

GPRA-REQUIRED ELEMENTS 
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I. Establish performance goals to define the See discussion on pages 5 and 9 and chart on 

level ofperformance to be achieved by a 
 pages 6-8. 

program activity. 


2. Express goals in an objective, quantifiable, See discussion on pages 5 and 9-10 and chart 

and measurable form, unless authorized to be 
 on pages 6-8. 

in an alternative form. 


3. Describe the operational processes, skills See discussion on pages 10-12 and tables on 

and technology, and the human, capital, 
 pages 19-20. 

information, or other resources required to 

meet performance goals. 


4. Establish performance indicators to be See discussion on page 15 and table on pages 

used in measuring or assessing the relevant 
 16-18. 

outputs, service levels, and outcomes ofeach 

program activity. 


5. Provide basis for comparing actual See discussion on pages 12-14. 

program results with the established 

performance goals. 


6. Describe the means to be used to verify See discussion on pages 12-14. 

and validate measured values. 
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MISSION 

To manage the mineral resources on the OuJer 
Continental Shelfin an environmentally sound and 
safe manner and to timely colkct, verify, and distribuJe 
mineral revenues from Federal and Indian lands. 

INTRODUCTION 

The Minerals Management Service (MMS) manages the Nation's natural gas, oil and other 
mineral resources on the Outer Continental Shelf (OCS), and collects, accounts for, and disburses 
revenues from offshore federal mineral leases and from onshore mineral leases on federal and 
Indian lands. 

MMS was established by the Secretary ofthe Interior in 1982 following the Independent 
Commission on Fiscal Accountability's recommendation that proper fiscal accountability and 
management of the public' s mineral resources woUld be best served by an agency devoted solely 
to minerals management. The Federal Oil and Gas Royalty Management Act passed in 1982 · 
established a framework to improve management ofFederal and Indian mineral royalties. 

Although a relatively small bureau (approximately 1800 employees located in 20 cities across the 
United States), MMS activities provide major economic and energy benefits to the Nation, 
taxpayers, States and the Indian community - benefits that have both national and local 
significance. 

Since 1982, roughly $86 billion in revenues from mineral activities on Federal lands has been 
distributed by MMS to the Federal Treasury, States, tribes and Indian allottees. A portion ofthe 
revenues distributed to the Treasury goes into accounts that support the Land and Water 
Conservation Fund and the National Historic Preservation Fund. 

The Outer Continental Shelf continues to play a significant role in our Nation's energy picture. 
MMS administers 27 million acres ofthe OCS under active lease, which supplies over 25 percent 
ofthe natural gas and 12 percent of the oil produced in the United States. To date, the OCS has 
produced about 120 trillion cubic feet ofnatural gas and about 11 billion barrels ofoil. While 
development ofoffshore mineral resowces has already meant billions of dollars in revenues to 
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the United States, MMS is especially mindful ofsafety and environmental concerns - striving 
for the proper balance between providing a domestic energy source and protecting sensitive 
coastal and marine environments. 

MMS is composed oftwo specialized operating programs, Offshore Minerals Management 
(OMM) and the Royalty Management Program (RMP). The Associate Directorates ofPolicy and 
Management Improvement and Administration and Budget, and the Office ofCommunications 
provide support for the programs. 

THE STRATEGIC PLAN 

In the Spring of 1996, MMS developed and issued its first MMS-wide long term strategic plan. 
Historically, long term planning has been an integral part ofMMS' management practices. For 
example, to accomplish its mission to manage the Outer Continental Shelf, MMS from inception 
has used the OCS 5-year program planning process. Long-term and taCtical planning were 
implemented by each program office, but prior to 1994, no overarching, long-term strategy 
existed at the bureau level. 

Developing the Strategic Plan 

Responding to the need for a single MMS-wide strategic plan, development began in 1994 
through an approach that encouraged input from all members ofthe organization - managers, 
supervisors, and staff. Drafts of the strategic plan were distributed to stakeholders and their 
feedback was used to revise the plan. This version ofthe strategic plan contained our mission 
statement, goals, and strategies. · 

MMS has identified three strategic goals to help achieve its mission and realize its vision to be 
recognized as the best minerals resource manager. Two strategic goals arc directly linked to our 
mission and are based on legislative mandates, the mission and commitments ofthe Department 
ofthe Interior, stakeholder input, and om experiences. The third goal, our human resources goal, 
encourages improved perf onnancc at all levels ofthe organization by providing a work 
environment that supports excellence and productivity. 

After the initial publication ofthe plan, work began to develop performance measurement 
elements required by the Government Performance and Results Act (GPRA). Performance 
measurement teams were created in the program areas. MMS' Royalty Management Program 
participated in the GPRA pilot program and the experience and knowledge gained through this 
process was used by all MMS programs to develop measures and indicators. 

Today, 'MMS's strategic plan includes objectives and performance measurement goals linked 
directly to our two mission goals and to our human resources goal. The goals and objectives arc 
lear, measurable, and relevant to the fundamental MMS mission. Performance measures are vital 
and designed to serve program managers. Again, throughout this phase ofplan development, 
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extensive consultation sessions were held with OMB, Congress, key constituency and 
stakeholder organiz.ations, and other Federal and Department of the Interior offices. 

Assumptions 

The following assumptions were made regarding key factors in the external environment in 
which MMS operates. 

• Domestic and international demand for minerals will remain stable. Demand for oil and 
gas will grow slowly, consistent with the Department ofEnergy's most recent forecasts. 

No significant natural disasters will occur that effect production capabilities on leased 
properties (for example, a major hurricane in the Gulf ofMexico that destroys offshore 
platforms). 

No major changes in MMS~s mission responsibilities will occur. 

• Funding and staffing levels will stay relatively stable. 

Some changes in these factors are inevitable and can be accommodated. However, a significant 
change may adversely impact MMS's ability to achieve its goals. 

Limiting Factors 

While many factors can have an impact on program accomplishments, the following discussion 
focuses on only the most significant external factors. 

An external factor that may affect MMS accomplishments is the impact of a tanker aecident and 
subsequent spill. Even though the vast majority ofour OCS production is transported by 
pipelines, which have an outstanding safety record, oil spills from tankers (for example, the 
Exxon Valdez incident) can dramatically impact our program and its planned accomplishments. 

One section of the recently enacted Federal Oil and Gas Royalty Simplification and Fairness Act 
of1996 authorizes delegation ofadditional royalty activities to States. This section as well as 
others will require RMP to change royalty and production accounting systems, develop and issue 
new regulations, and implement new procedures. The law also may change the way MMS relates 
to its customers, especially in the areas ofroyalty reporting, distributio~ and verification and in 
the. determination ofliability. 

MMS's performance could also be affected by major funding cuts. Congressional action to 
reduce budget requests either directly or across the board are very real possibilities. Apart from 
specific funding cuts, even limiting funding levels can quickly force significant changes in 
program approach and accomplishments. 
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The impact ofoil and gas price changes could also be important Ifprices fall, there is less 
incentive for companies to explore for new resources or develop existing leases. Conversely, 
when· prices rise, companies seek to increase production from existing leases, explore for new 
resources, and develop existing leases. While price changes are driven by many factors that are 
outside the control ofMMS, they can significantly affect our accomplishments. 

Finally, legal disputes may prevent or delay oil and gas activity. National and local shifts in 
public attitudes toward energy exploration and production can have the same effect. 

THE ANNUAL PERFORMANCE PLAN 

The Annual Performance Plan describes what MMS expects to accomplish in FY 1999, given the 
level offunding in the FY 1999 budget, and provides the connection to the long-term goals 
outlined in the Strategic Plan. The Annual Plan provides information on annual performance 
goals for MMS' programs and activities, the measures that will be used to gauge performance, 
the means and strategies required to meet the performance goals, and the procedures to verify and 
validate performance. 

Non-Federal Parties Involved in Preparing the Plan 

The Annual Performance Plan was prepared solely by MMS employees. A contractor was used 
only in a minor role to assess the extent to which the plan met the requirements ofGPRA and, 
where appropriate, to recommend improvements. 

Adjustments to the Strategic Plan 

No adjustments are being made at this time to the Strategic Plan through this Annual 
Performance Plan. 

Requests for Waiven 

No requests for waivers ofadministrative requirements to provide managerial flexibility are 
being requested in this plan. 

LINKING THE ANNUAL PLAN TO THE STRATEGIC PLAN 

The Annual Performance Plan is directly linked to the Strategic Plan through the strategic goals 
and objectives and annualized performance goals. The Annual Plan connects the three long­
range or strategic goals with performance goals that are annualized to determine progress in 
meeting those goals. MMS's Strategic Plan covers the years 1997·2002, in accordance with the 
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Government Performance and Results Act of 1993. Fiscal Year 1999 is the first year for 
performance planning, making this MMS's first Annual Performance Plan. 

Measuring Performance 

MMS has developed quantifiable performance goals for each strategic goal and performance 
objective. Annual performance goals represent the annual increment ofaccomplishment for a 
strategic goal or objective and provide the specific annual measure or indicator for measuring 
progress on an annual basis. This linkage allows progress to be measured over the life of the 
strategic plan and allows trending ofdata to indicate long term progress in achieving the intended 
programmatic results and outcomes. These indicators will measure program outcomes using 
available data and will provide a quantitative assessment ofour annual progress towards reaching 
MMS's long-range goals. 

The following chart presents MMS's strategic framework and shows strategic goals and 
objectives and linked to annual performance goals. 
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STRATEGIC FRAMEWORK 


1. . Provide for safe and 
environmentally sound mineral 
development on the Outer
Continental Shel[ and cn!Ul'C 
that the public reecives r1ir 
value. 

I ~safeOCS mincnl devclopmenl. 

1 
.~nsun:1 envtnmmmtally sound OCS mineral 

eve opment. 

By 2002, show a dec:rcase in the accident Index below lhe 1996 
h::Yel of .612. 

By 2002, show a decrusc in the number oradYerSC 
environmental impacts per OC:S mineral development activity
below the 1998 baseline. 

By 2002, show a decrease in the amount of oil spilled below the 
1992-96 average level of 5.09 barrels spilled per million barrels 
produced. 

The accident index is not greeter lhan 
.594. 

Baseline less 0.5-10"/o. 

IOil spill rate not greater than 5.07 
barrels/million barrels produced. 

Ensure that the public m:c:iva fair value ror 
OCS mineral development. 

From 1997-2002, the ratio ofhigh bids received for OCS leases 
to the greater ofMMS's estimate ofvalue or the minimum bid 
docs not decrease below the 1989-95 avc111ge level of 1.8 to l. 

Ratio et 1.8. 

By 2002, decrease below the 1989-96 average level of7 percent
the Inlets classified a nonviable but on which a Jessee makes a 
discovery within 5 ~m that awell is capable ofproducing in 
paying quantities. 

IDiscoveries in no more then 6.8 % tr11c1S 
classified nonviable. 

Provide for mineral development on the 
ocs. 

By 2002, show 111 increase in the annual number ofleases on 
which exploratory wells an: drilled above the 1992-96 average
level of 250 leases. Exploratory wells drilled on 26S leases. 

By 2002, show 1reduction in the rate of decline in the oil and 
gas reserves-to-production ratio that occurred from 1990-95,
which was 11.5 to 7.l for oil (.84 per year) and 7.6 10 6.0 for 
gas (.32 per year). 

Reserves to production ralc al 0.82 for oil 
111d O.l I for gas. 

By 2002, show an incrcase in annual OCS production above lhe 
1996 levcl of 429 million barrels ofoil, S.O trillion cubic feet of 
gas, 2.1 million long tons ofsulphur, and .81 mill ion cubic 
yards of sand and gravel. 

OCS production goals: 591 million 
barrels ofoil, 4.9 trillion cubic feet of gas,
2.2 million long tons ofsulphur and 22.7 
million cubic yards of sand and gravel. 
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2 Provide timely, accurate, 
mid cost-effective mineral 
royalty collection and 
disbursement services. 

Improve the timeliness and accuracr of 
payments to States.t Indian tribes, B A 
offices, and other redcral agencies. 

lmpi:twe the cost effectiveness ofmineral 
royalty aillcdion 111d disbursemcril smii:cs. 

Improve reporters' compliance with lease 
terms, rules, regulations, and laws. 

Provide Indian tribes with increased 
opportunities for education and for assuming
functional responsibilities with respect to the 
Royalty Management Program. 

llllJKOW customer smicc mid 
communicltion. 

Through 2002, maintain or increase the percentage ofthe 
collected dollars and accompanying information that is provided 
timely to States and Indians al 98 percent. 

By 2002, decrease the late disbursement intCRSt costs to 
$30,000 per year. 

By 1999, increase the percentage ofroyalty reports, production 
reports. and dollars received electronically lo 100 percent. 

Through 2002, maintain or increase the percentage ofroyalty
and pri>c!uction rq,orts submitted by reporters without fatal 
man. Cunmt n1e is 97 percent. 

By2002, achieve a Compliance Index (actul voluntary royally
paymcntilexpected royalty payments) or .98. 

By 2002,, increase the number of Indian tribes Iha! take part in 
one or more educational OP.[>C?ftunities or that msume one or 
more functional responsibthtics. 

By 2002, improve RMP's rating (data from customer surveys)
in the areas ofcredibility, responsiveness, professional image, 
and quality. 

98. 7S percent ofcollected dollars and 
information are provided timely. 

lntCRSl costs not more thsn SS0,000. 

I00 percent of royalty and production 
reports and dollars arc received 
clewunically. 

98% ofroyalty and productions reports 
arc submitted without fatal errors. 

Achieve a Compliance Index of.975. 

Silltcen tribes are participating. 

Customer rating based on 1998 baseline. 
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Ensure continuous developmall and growth 
ofMMS employees. 3. Encourage 1 culture Iha 

brings out the best in our 
employees. 

Increase ernplo)'.ee innoYllion, involvement, 
and decisionmaJcing. 

Provide timely recognition and reward for 
contributions that support the MMS mission. 

By 2000, COTe competencies for major occupational groups will 
bC documented in occupational training plans (OTP). 

By 2002, 7S percent ofemployees will meet the conlinuing
cd11C1tion requirement specified in the OTP's. 

By 2002, 20 percent ofemployees will experience • formal 
detail or some fonn ofrotational assignment, f1om •baseline of 
10 pcrccnL 

By 2002, the MMS workforce will more closely reflect the 
diversity in the civilian labor force and comply with lhe oor 
Diversity Strategic Plan. 

By 2002, the number ofemployees. who experience a process 
team opportunity will increase to 75 percent from a baseline o( 
approximately 50 pm:mt. 

By 2002, employee surveys show the MMS work environment, 
which fosters trust and encourages employees to take 
responsible risks, will show an improvement of IO pm:cnl ~ 
the 1998 baseline. 

End-user computing will be strengthened by means ofa 
common suite ofdeSktop tools anll use of WEB-based 
applications: 

By 1999, increase the number and variety of infonnation 
technology training opportunities for SO pcrcent ofMMS 
employees, with tile ultimate goal ofprovidin~ these 
opportunities to all employees. (Current rate 1s estimated at ID 
pcrcenl) 

Dy 2002, 1 common desktop suite will be in use by all MMS 
employees. (Cunail ralc: is estimated ll IO percent.) 

By 1999, It lcasl 20 percent ofapplications will be WEB-based 
for use by all MMS employees. (Current rate is estimated at S 
percent.) 

By 1998, an employee survey will eslablish a baseline of 
emrloyec salisfaction wilh MMS's success in providing
equitable and limcly recognition for contributions that support 
the MMS mission and improve nn that ha~eline by 50 percent
by the )'CDr 2002 

Seven QTI>'s completed. 

Fifty-five pen:enl will meet requiremcnls. 

Fourteen percent will have experienced a 
detail or rotational assignment . 

Measures will be taken from DOI and 
MMS Diversity Stralegic Plans when 
published. 

Sixty-five percent will ~ave experienced a 
process team opportunity. 

Baseline lo be established in 1998. 

Fifty percent ofemployees will have been 
given information technology training 
opportunities. 

Seventy-five percent ofall employees will 
be using common desktop suite. 

Twe!lty percent will be using WEB-based 
apphcat1on. 

Baseline 10 be established in 1998. 
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Goal 1 reflects three primary facets ofthe MM:S mission as mandated in the Outer Continental 
Shelf (OCS) Lands Act, the National Environmental Policy Act and related legislation: 1) to 
make OCS lands available for mineral development to meet national needs, 2) to ensure that any 
such development is conducted in a safe and environmentally sound manner, and 3) to ensure 
that fair value is received for making these resources available. The goal and performance 
objectives were selected to reflect these obligations. 

Goal 2 reflects the MMS mission as primarily mandated by the Federal Oil and Gas Royalty 
Management Act of 1982. The goal also reflects our compliance with related legislation: 1) the 
Outer Continental Shelf Lands Act; 2) the Mineral Leasing Act and the Mineral Leasing Act for 
Acquired Lands; 3) the Indian mineral leasing laws; 4) the Geothermal Steam Act; S) Indian 
Self-Determination and Education Assistance Act; and 6) the Royalty Simplification and 
Fairness Ac.t of 1996. 

Goal 3 reflects MMS philosophy that our strength is our employees, who directly influence our 
ability to accomplish the MMS mission. Our employees are our greatest asset; therefore, our 
objectives are to develop, empower, and recogniz.e our work force. Since responsibility for 
meeting this goal-our "human resources" goal-rests with management throughout the Bureau, 
and to be meaningful the indicators should be outcomes rather than outputs, we established these 
particular indicators because they are universal in nature and strive to an end result ofbringing 
out the best in om employees. 

Gathering Baseline Data 

MM:S's Offshore Program has established baselines based on existing information for seven of 
eight MMS performance measures. The most recent data available was used for each measure. 
Baselines have not been established for the performance measure that deals with adverse 
environmental impacts. MMS is beginning a new program to determine the number of 
incidences ofadverse environmental impacts that result from OCS mineral development. Tbis 
value will be divided by the number ofOCS mineral development activities to determine an 
environmental impact rate for OCS activities. Since it is not possible to measure all potential 
impacts in the marine environment, this rate will be an indicator ofenvironmental impacts, and 
should not be construed as the number of impacts per activity or a measurement ofall impacts 
that could occur. Instead, the index should be compared between years. Development ofthis 
approach was completed inDecember 1997. By the end ofcalendar year 1998, MMS expects to 
have sufficient data to establish baselines for this performance measure. 

MMS's Royalty Management Program (RMP) has participated in the GPRA pilot since 1994. 
Therefore, their measures for Goal 2 have historical baseline information available. The RMP 
continues to define new measures and once they are tested to ensure they are meaningful and 
appropriate, they will be incorporated into future years' annual performance plans. 
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Information to establish Goal 3 baselines was available in existing systems or was obtained 
through data calls to program offices. The performance goals that refer to employees' access to 
information technology tools are consistent with MMS's IRM Strategic Plan. Measures for the 
workforce diversity indicator will be taken from the Department ofthe Interior and MMS 
Diversity Strategic Plans when they are published. Two performance goals are included where no 
baselines are available. These indicators are designed to show employee satisfaction with :MM:S' 
success in empowerment and employee recognition. An employee survey is planned in 1998 to 
obtain data to establish baselines for these measures. 

STRATEGIES FOR ACHIEVING GOALS 

Many ofour strategies for achieving the goals are inherent in good management and are focused 
on improving the way we do business. We continue to look for ways to simplify and streamline 
our processes and for re-engineering opportunities. 

We will incorporate a variety ofapproaches and strategies as we move to implement the goals we 
have established. We will improve our decisionmaking process, apply modem information 
systems to improve work quality and service, maintain a high level of scientific expertise and 
base decisions on high quality science, issue regulations that focus on results rather than 
processes, and reward innovation. 

The MM.S strategies for achieving the goals and objectives embodied in MMS's strategic plan 
include: 

• 	 Improving the decision making process through increased internal coordination ~d 
involvement ofrelevant staff; 

• 	 Ensuring that customers and stakeholders are involved in the decision making process; 
• 	 Assisting and encouraging customers and stakeholders to comply with regulations; 
• 	 Recognizing and responding to the public's concerns; 
• 	 Using modem information tools to improve processes and to receive and disseminate 

information; 
• 	 Streamlining operations and simplifying processes; 
• Maintaining a high level of scientific and technical expertise; 
.. Issuing regulations that focus on results rather than processes; and 
• 	 Providing a consistently high level ofcustomer service. 

Operational Processes 

The cornerstone process for the :MM:S offshore program is the lease-sale decision making process 
which involves a determination ofOCS areas that are prospective for natural gas, oil and other 

Minerals Management Service 203 	 FY 1999 Budget Justification 



GPRA 


marine minerals, and a parallel determination of the potential environmental impacts that may 
result from leasing and developing these natural resources in these prospective areas. 
Information critical to the decision process is derived from numerous sources internal and 
external to the agency including studies, public hearings, results ofmodeling technical 
information, and national policies and goals. Where leasing has been permitted, other factors 
operate to insure that activities conducted on the OCS are consistent with terms ofa decision. 
Such activities include establishing and enforcing regulations, conducting inspections ofOCS 
activities, monitoring impacts, and gathering technical information that could result in 
improvements in procedures and in projected outcomes. 

The MMS royalty program recently embarked upon a business process reengineering initiative to 
address all of its core business processes including financial, accounting and compliance 
operations. The objective of this program-wide effort is to design and implement new royalty 
management business processes and support systems for the 21st century. To guide the effort, 
RMP senior managers established stretch goals calling for radical improvements in accounting 
and compliance operations. Accomplishing these goals will require a major refocusing and 
reorganizing ofRMP around its processes and a shift ofperformance perspective from outputs to 
outcomes. The expected result is a much different RMP for the future that is process centered, 
focused Qn outcomes, less costly, and well positioned to meet a changing and expanding mission. 

Skills and Technology 

The MMS decision making process requires a wide array of skills and technology. The work 
requires capable administrators and managers, technical specialists in such fields as geology, 
geophysics, auditing, petroleum engineering, accounting, economics, environmental science, law, 
legislative affairs, public affairs and other supporting professions. The information needs of this 
process are significant, and MMS employs modem information technology tools to make most 
efficient and effective use ofthe data. The MMS also offers various electronic reporting 
alternatives, including electronic data interchange, magnetic tape, diskettes, and electronic mail. 
The MMS is rapidly increasing use ofthe Internet as a vehicle to commmiicate with customers 
and stakeholders. 

Resources 

MMS capital resources include headquarters facilities in the Washington D.C. metropolitan area, 
and facilities in several other locations throughout the United States. Capital resources are 
typical for business settings in terms ofspace, communications, and modem office equipment. 
MMS has made a significant investment in modernizing its important data processing 
capabilities. MMS employed 1,702 full-time equivalent positions in FY 1997 with a budget of 
$204.4 million. In FY 1998, those figures, including an FY 1998 supplemental appropriation 
request, are projected at 1,737 full-time equivalents and a budget of$21S.3 million. The MMS 
budget includes offsetting collections of$65 million in 1998. 
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VERIFYING AND VALIDATING PERFORMANCE 

A number of efforts are used by MMS to verify and validate its performance. Data and 
information from the performance measures used in support of the plan will be gathered and 
analyzed using standard, statistically valid methods to ensure that accurate and verifiable 
information is produced. Methods and procedures for collecting this information will be 
routinely evaluated and validated by program managers responsible for collecting and reporting 
the information. 

The evaluation system is a balance ofcyclical, in-depth appraisals and ongoing self-analysis and 
quality improvements ofprogram components. The approach relies on performance 
measurement and internal and extemal customer feedback. Program perfonnance is evaluated 
through: management assessments, business process reengineering, participation in pilot projects, 
quality improvement reviews, management control reviews, OIG and GAO audits, process action 
teams, and customer satisfaction. 

For all but a few specific measures, baselines have been developed and the information has been 
tested and validated. Much of the information for developing the baselines has been collected 
from existing systems. To track performance, we are exploring the available performance 
management software systems designed to collect performance data, analyze results against 
established goals in various configurations linked to budget activities, end provide clear and 
useful reports for managers. 

Management Assessments 

MMS executives and senior managers meet periodically to assess organizational perfonnance. 
Critical operating components and policy issues are targeted for discussion and review to solve 

problems and make improvements. These periodic assessments occur in small group settings 
among program managers and in larger group settings where all bureau managers participate. 

A reent large-scale initiative occurred when MMS management spearheaded a review, commonly 
referred to as MMS 2000, which resulted in a new organimtional structure, one which delayered 
each ofthe program and support areas. 

In May 1996, all MMS executives and senior managers met to discuss, within the framework of 
the strategic plan, many issues facing the organization. They formed six work groups to address 
some very real problems facing the agency and provided a number ofideas on how to best meet 
the goals ofour strategic plan as we move to the year 2000. 
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Business Process Reengineering 

The RMP reengineering effort includes trends offindings from program evaluations as it 
analyzes current RMP processes. In 1996, the RMP began a reengineering effort to improve the 
business processes in its compliance operations. In March 1997, a formal decision was made to 
expand reengineering beyond compliance activities and conduct an in-depth reengineering ofall 
RMP core business processes. Reenginecring in the business environment challenges the 
underlying assumptions on which the organization is built, and fundamentally redesigns the 
systems, processes, and structures around desired outcomes, rather than functions, departments, 
inputs and outputs. The reengineering effort undertaken by RMP involves mapping ofcore 
business processes as they now exist; assessing the impact ofnew legislation; benchmarking with 
others to detennine "best practices"; identifying customer needs and expectations; redesigning 
business processes for dramatic improvement; testing and prototyping new designs; and 
ultimately implementing the redesigned processes. Central to the reengineering effort is 
refocusing and reorganizing the RMP around its processes and shifting its performance 
perspective from outputs to outcomes. 

The Offshore program has evaluated certain aspects of its business practices to determine where 
business processes or sub-components could be redesigned for greater effectiveness. The initial 
focus has been on the Gulf ofMexico Region, where Offshore activity is greatest. Several 
process-level changes have been initiated, including the Application for Permit to Drill process 
which has resulted in up to an 80% time saving. Other reviews, such as the "Open-Hole Data 
Submission" project have produced numerous significant recommendations which arc being 
implemented piecemeal. 

A further effort to extend the search for rcengineering candidates across the MMS Offshore 
program was initiated in June 1997 and is expected to idCJJ.tify reengineering targets ~y Fall. 

GPRAPilot 

Through RMP's participation as a GPRA pilot organization, MMS gained insight into its 
performance measurement systems. A team has been involved in advancing the state of 
performance measurement in MMS and integrating performance measures into the MMS 
Strategic Plan. The team members experience in developing performance measures will be used 
as a valuable resource on which to draw as we continue in the future to evaluate the validity and 
usefulness ofour measures. 
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Program Reviews 

These reviews are conducted on the basis ofperceived need as determined from internal and 

external input. Recent reviews include: 


... Inspection consistency; 


... Multi-sale EIS process; 


... Supplemental bonding; 


... Offshore ADP functional assessment (Gulf of Mexico Region); 

... Gulf of Mexico Region organizational review; 

... Availability ofprelease permits on the internet (Oct. 1997); 

... Regulatory process review; 

... Review ofall MMS administrative functions; and 

... Budget justification redesign. 


Management Control Reviews and Audits 

Management control reviews are conducted on a rotating basis among the various program and 
functi0Il41 areas under a 5-year plan. These reviews examine whether adequate controls are in 
place to assure intended results are achieved, resources are protected, and management 
information is reliable. 

The RMP is a major source ofrevenue to the Federal Government, and therefore is continuously 
under review by oversight agencies such as the Office ofInspector General and the U.S. General 
Accmmting Office. Such agencies have issued more than 150 reports containing more than 450 
recommendations. 

Customer Satisfaction 

Customer satisfaction is one ofthe most important measurable outcomes for MMS. We have 
actively pursued customer and stakeholder participation throughout the strategic planning 
process and the plan contains many customer-based goals. 

MMS continues to actively survey customers about what is important to them, whether the 
results ofour programs are meeting their expectations, and where they believe improvements can 
be made. Customer satisfaction surveys are sent out to thousands of our customers and the 
results ofthese surveys are reported back to them. 
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LINKINGPERFORMANCEGOALSTOBUDGET 


While MlvlS's strategic plan describes the long-term course, the annual plan defines what will be 
accomplished in any one year as we proceed on that course. The annual plan sets out measurable 
goals to be accomplished during the :fiscal year linked to the budget request using program 
activity structures. Indicators are embedded within the goals and are shown annualized in the 
first table. 

The following two tables show the direct linkage ofMlvlS's performance goals to the budget. 
The first table lists each goal and measurement indicator and shows the program and finance 
codes that provide funds for its accomplishment. The second table shows how the goals relate to 
each individual account program and finance program activity. Funding for Goal 3 is contained 
within the programs' budgets. 
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PERFORMANCE GOALS 


Perf. Goal Attainment Level 

Goal 
 Goals and Indicators P&F 

Codes 1997 1998 1999 Codes 

0I.xx.01.99 Ensure safe OCS minenil development. 00.0101 
00.0301....................... 
 ..................... 
..................... .. 
 ...................
·-···························································································· ·················· 

01.03.01.19 Ind.I. By 2002, show a decrease in the 111:Cidi:nt inckx .606 .600 .S94 
below the 1996 level of .612. • 

0l.xx.02.99 Ensure environmentally sound OCS minenil dcvclopmcnl 00.0101 
00.0301 _..._......._...... .................. .................... 
...................
··--·--·····-·······-···..-·--·········--·······-·..··---·-··-....·-·-·--····-····· 

Ind.I. By 2002, show a decrease in the number ofadverse01.01.02.19 Establish Baseline ­-
environmental imp"15 per OCS mineral01.03.02.19 baseline O.S· l.O"/o 
development activity below the 1998 baseline level 
(to be dctcnnincd). ......................................................................._.......................... 
.................. 
 ................... 
....................
····-··--··-······ ·················· 

lnd.2. By 2002, show a decrease in Vic mnount ofoil01.01.02.29 S.09 S.08 S.07 
spilled below the 1992-1996 avenge level ofS.09 
blmls spilled per million bamls producccl. 

01.03.02.29 

Ensure that the public r=civts fair value for OCS miDcnlOl.xx..03.99 00.0101 
dcvdopiix:nt 00.0301................... 
 ...................
··--·········-····· ·-··············· ·····-·················-····-····-··············-·····--········-·······-··-·-···········-······-­

01.02.03.19 Ind.I. Fl"Dlll 1997-2002, the nlio ofthe high bids received 1.8 1.8 1.8 
for OCS leases to the greater ofMMS's cstimm of 
value or the minimum bid docs not decrasc below 
the 1989-1995 avcngelcvd ofl.8 to l. .....................
··--·········...····· ·-·-..····--···· ·-·················--··-----·········----······------·-- --·----­ ···- ··--···· 

01.02.03.29 lnd.2. By 2002, decrease below the 1989-1996 naqe 7%•• 6.8% 
level of7 percent lhe 1nds classified u nonviable 
but on which a kssce rum a diS«Mry wilhin s 
years that aMii is Clplble ofprodllcing iD payiilg 
quantities. 

6.9"..4 

Ol.xx..04.99 Provide for mineral development on tbc OCS. 00.0101 
00.0301......................... 
 ....................
··········-·-······--··-··-·--------··--···----·-··----··­ ·-----···· ·--············· ·······-········· 

01.01.04.19 Ind.I. By 2002, show In inaase iD the mnual number of 255 260 26S 
01.02.04.19 leases on which aplonlory wdls an: drilled lbove 
01.03.04.19 tbc 1992-1996 ~ lcYocl of2SO Imes. .................. ·
·---···- -··· ···-·-··-··--··--··-----·- -- ---- ·-·-- ­ ·--··-······ ··-·-········· ······--····· 
01.01.04.29 lnd.2. By 2002, show • ftductioa in the JWIC ofdctline in 0.83(oil) 0.82 (oil) 0.82 (oil) 
01.02.04.29 the oil md ps ~uctioo nlio dull 0.32 (ps) 0.Jl (ps) 0.31 (gas) 
01.03.04.29 occurmt fium 1990-1995, which was 11.5 ti> 7.3 for 

oil (.84 per yar) and 7.6 ti> 6.0 for p.s (.32 per 
year).• ••• ................... 
..................... 
 ·······---······- ..····-···--··· ····-······--····----··-----..--..-···-···----········ ....- ···- ··-----··­

S4S (o)01.01.04.39 lnd.J. By 2002, sbow In inc:R:IK in mmual OCS S7I (o) S91 (o) 
S. I (g)production lbove the 1996 levcl of429 million O(g) 4.9 (g)01.02.04.39 
2.0 (s)barrels ofoil (o). S.Otrillion cubic feet ofps (I). 2.1 (s) 2.2 (s)01.03.04.39 

2.1 minion Jona tons ofsulphm (s), and .81 million 0 (s/g) 3.9 (sl&) 22.7 (slg) 
cubic yards ofsmd ad pwvel (stg). •••• 

• Tbc KCidi:nt inckx 111d ~uction nlios 1n: Clllcndlr year values; the lat are fiscal yar. 


• • For FY 1997, Ille decrease in the number ofDOD viable 1nds is not c:qiuud to be sufficient to break the 7% level. The reductions will be 

gradual reflecting the lonp le1111ing cum: nccdal to achieve proficiency ill the USC ofncw intaactivc acologic interpretive tools mid ml 

c:scallting workload. These tools 1n: being incqrmd into MMSprognm offices thmusb a phased plUCW'Clllent, testing and trliniq process. 
••• A sharp chmp in the nte ofdcdinc for the oil and ps resava-to-produdioll nttio cannot be induced rapidly owing to lqcycles for 
fidd dcvciopment md other c:xmnal vmiablcs. Consequently, the impaeu ofpolicy or rcgu1.rory change 1n: unlikely ID be felt as sooa as FY 
1997. 
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•••• Although current base projections show a slight decline in gas production through 1999, actual producrion figum are expected to 

increase in outyean. Sand and gravel production for FY 1997 is zero because no projects could progress to the point of dmiging and 
transporting sand or gnvcl until after the end ofthe fiscal year. 
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Perf. Goal 
Codes 

Goals and lndicaton 

1997 

Goal Attainment Level 

1998 1999 

P&F 
codes 

02.xx.05.99 Improve the timeliness and accuracy ofpayments 
to States, Indian tribes, BIA offices, and other 
Federal agencies. 

00.0201 
00.0301 

......................................................................................... 
.......................
......................... 
 ........................... 
..................... 
·················• 
Ind. 1: Through 2002, maintain or increase the 98% 98.25%02.06.05.19 98.75% 

percentage of the collected dollars and 
accompanying information that is 
provided timely to States and Indians at 

98o/o.........................._............................................................. 
.............-........ 
......................... 
.................... 
....................
·•····•················· 
Ind. 2: By 2002, dCCRaSC the lale disbursement s 65,000 $60,000 $ 50,000 

interest costs to $30,000 per year. • 
02.08.05.29 

02.xx.06.99 Improve cost-effectiveness ofmineral royalty 00.0201 
collection and disbursement services. 00.0301 ......................... 
 ...................... ..................
····-····-·-·-·-··-·-·············-··-···- -- -.--·- -······· ································-·····- ···· 
Ind. 1: By 1999, inQ"C8SC the percentage of 80% 90%02.06.06.19 100°/o 

royalty reports, production reports, and 
dollm received eledronically to lOOo/o. 

Improve reporters' compliance with lease terms,02.xx.07.99 00.0201 
rules, regulations, and laws. 00.0301 

..........- ......t••••• 
 ...................... 
 ..................
············-············································-··-·················-·······-··-·········· ········-············· 
97.S%02.06.07.19 Ind. 1: Through 2002, maintain or increase the 97.7S% 9S°/o 

pc:n:entage ofroyalty and production 
reports submiucd by rq.mtm without 
fatal errors. Cunait rau: is 97°.4. ...................
......................... .......................................--·············-·····-··············--···· 
-·············--··· ···--····-··········· ·--····-········· 

.97..02.06.07.29 Ind. 2: By 2002, achieve a Compliance Index .9725 .91S 
(actual voluntary royalty 
paymentslcxpcc:ted royalty paymcints) of 
.98. 

02.xx.08.99 Provide Indian tribes with increased opportunities 00.0201 
for education and for assuming functional 00.0301 
responsibilities with rcspm to the Royalty 
Management Program. 

··-······-············ ·--·------·· ·---····--·-····­ ···-··-·-···-··· ·-······-·····················--····-·-····-----·------··-·-········· 
02.07.08.19 Ind. 1: By 2002, incn:ase the number ofIndian 14 IS 16 

tribes that take part in one or~ 
educational opportunities or that assume 
one or more functional responsibilities. 

00.0201 
00.0301 

02.xx.09.99 Improve customer service and communication. 

----·-·-­ ·..--·-·-·--·····-····-···········-· ···--··-·······--··········----·....······--···---·--·-·-----·-···-·-· ··---···--­
Ind. 1: By 2002, improve RMP's ratin& (data 1998 data02.06.09.19 

from customer surveys) in the areas of will show5·02.07.09.19 
c:rcdibility, raponsivencss, professional 10% 
~ and quality. ••• 

02.10.09.19 
inc:RaSe. 

•We anticipate major recngincering changes by the year 2000 that will c:nable use to achieve the goal ofS30,000 interest by the 
year2000. 

•• Before MMS calculalc this index, ~wait one year for indusuy to make adjusanents to their royalty and production reports 
and payments. Io 1997 we calculated the 1995 index. We show the projection for the 1996 index in 1998 and for the 1997 index 
in 1999. 
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•••Baseline charts appear in MMS's S-Year Stmegic Plan based on comprehensive customer. In the future, selected customer 
groups will be targeted for gathering data. 
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Perf. Goal Goals and Indicators 
Codes 

04.01 through Ensure continuous development and growth ofMMS employtCS 
14.J0.99 

............................. 
......................................................................-....................... 

Ind. 1: By 2000, core competencies for major occupational04.01 through 

groups will be documen~ in occupational trainin114.10.19 

........................... 
...................~.·.'!!!~.~?.!!~:.......................................................... 

04.01 through lnd. 2: By 2002, 7S percent of anplo~will meet the 
14.10.29 continuing education requirement specified in 

thcOTPs [m~ pc:n:cnlllgc reJms to number of 
plms cumulllive through previous year, $Cle above)............................ 
·································-··---·--··--·- -··---·-·-- ··-·· 

Ind. 3: By 2002, 20 pcn:cnt ofcmploy=s will experience a04.01 through 
formal detail or some form ofroutional assigruncnt.14.10.39 

...................~..~-~~!~~..~!.?.~~..-.............................
.......................... 

Ind. 4: By 2002, lhe MMS worlcfon:c will more closely04.01 through 

mlcct the divmity in the civilian labor force 1nd 
c:omply with the 001 DMrsity Stnllqic Plan." 

14.10.49 

lncn:asc anployec innovaaon, involvcmc:nt. md04.01 throush 
14.11.99 decisionmaking. 

. ···--····-··"········ ·---······················-·············-····-·········----·····..-······-·········· 
Ind. I: By 2002, 1he number ofemployees who expcrimcc04.01 through 

a process tam opportunity will inaeme to 1S 
pm:alt fiom I basclinc Of approxiipatcly SO 
pcm:nl 

14.11.19 

···-··················· ···-··················-···········--··-·······---······---·······--······· 
04.01 through Ind. 2: By 2002, employee surveys shaw the MMS wort 
14.11.29 c:nviroamml, which fosters trust md cncourqcs 

employees to me responsible risks, will show Ill 
impnm:ma\I of 10 pcn;ait over lhe 1998 
baseline.""................................ 
··········-············-······..··········-··-.........--..·-···--··-·······­

04.01 through lnd.3: End-user computing will be straigthcncd by means 
14.11.39 OfI common suite Ofdcstlop tools 111.d llSC Of 

~ applicalioas: 

ey 1999, incrase 111e lllllDbcr mc1 variety or 
inCcmmioa 1Edmology training opportunities for SO 
pcrc:cm ofMMS cmployea, with the~ goal 
ofproviding these opporlUDities 1D all employees. 
(Cmrmt rm is estimlll:d 111o pcrccnL) 

By 2002, a common deslt1Dp suitc: will be in use by 
all MMS employees. (Cu:rrml rm is cstimmd 11 
10 pcn:c:nl) 

By 1999, ll lcmt 20 percent ofappUc:llioas will be 
WEB-based for use by all MMS anpkl)ws. 
(CUm:nt rm is cstiJlllll:d 111 5 pmlml) 

PnJVidc timely recognition mid rn'Cd for CGlllributiODS th.It04.01 througb 
support 1be MMS mission.14.12.99 

····--····----­ ·-··---····----·--------------·· 

lod. I: By 1998, an employee lllM:Y will establish •04.01 through 

basdiDc ofemployee smisfaaion with MMS's 
success in providing equitabk 111.d timely 
n:cogaition for coatribUlions th.ll 111ppait1tle MMS 

14.12.19 

GPRA 

Goal Attaiameat Level P&F 
codes1997 1998 1999 

00.0101 
00.0201 
00.0301 .................... ...................... 
 ................,...
·······-······· 

20TP 40TP 70TP 

................. 
...................... 
...................... 
 ................. 
- SO% SS% 

....................... 
...................
............·-·······­·---··-···· 
10% 12% 14% 

...................... 
.............,........ 
...................
••w••••...•••••• 

- --

00.0101 
00.0201 
00.0301 ..................... 
.....................
··--·········· ···············­

SS% 6S%60% 

······-·-··-····· ··············­--·-····-· ···················· ·
Estab-lish- -
b-'inc: 

·······-·················-··-·-·····-··---··········•-•"M••"···· 

40% SO%10% 

10% 40% 1S% 

10% 20%S% 

00.0101 
00.0201 
00.0301........._...­·--·-·-··--··-----­ ·····-·······-···· 

Escab-lisb --
blse-linc 
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• Mc:llSlftS for this indica10r will be taken ftom the MMS Diversity Strategic Plan when it is published. 


••MMS will conduct employee surveys bi-annually starting in FY 1998. By year 2000, we: expect to show a S percent improvement. 


•••MMS 'Will conduct cmplor= surveys bi-mmulllly starting in FY 1998. By year 2000, we expect to show a 20 percent improvement. 
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PROGRAM ACTIVITIES TABLES 


P&FCode Account/Activity Obligations Perf. Goal Codes 

1997 Actual 1998 Estimatt 1999 E1tlm1tt 

00.0101 
00.0301 

-

QCS Lands 

·Leasing & Environ. 

·Resowcc Evalllllion 

-Regulatory 

·Info. ~ 

101,660,000 

28,273,000 

18,403,000 

34,422,000 

14,122,000 

115,427,000 

34,895,000 

22,546,000 

37,927,000 

13,941,000 

122,834,000 

41,263,000 

21,973,000 

39,290,000 

14,190,000 

01.01.02.19, 01.01.02.29, 
01.01.04.19, 01.01.04.29, 
01.01.04.39, 04 .01.10.99, 
04.01.11.99, 04.01.12.99 

01.02.03.19, 01.02.03..29, 
01.02.04.19, 01.02.04.29, 
01.02.04.39, 04.02.10.99, 
04.02.11.99. 04.02.12.99 

01.03.01.19. 01.03.02.19, 
01.03 .02.29. 01.03.04.19, 
01 .03.04.29. 01.03.04.39, 
04.03.10.99, 04.03.11.99, 
04.03.12.99 

-
.. Oil Spill Raesn:h 6,440,000 6,118,000 6,118,000 01.03.01 19 

01.01.0:?.39 
01.03.02.39 

.. . . .
•lnfimnlllion Manqema:lt as m~ iDtD Ill OCS prognm actiVJlic:s, thcrefim specific perfonmnce 11>als "MrC not developed 

Ac.eout AcdYity ObliptioasP.tFCode Pcrf. Goal Coda 

1'97Amal 1998Eathuk 1999 Eltim1te 

00.0201 

00.0301 

·····-····-··········--­

f<•·---·-····---·· 

··---······-·---­
·-······-···-·-··­
---········-·--·· 

70,061,000 61,574,000Rowkv Manuemc:nt 72.752,000 

·······-··- -·-..-·...----- ---------·- ----··-------·-···-
Valwttioo and Opcrmions 33,022,000 32,.376,000 33,641,000 

-··-·-·--·------ -----·-·-·-------·· ··---····---·-­
36,473,00034,233,000 33,619,000C.olnplilDOC 

·---··-----· ---·..---··-·---··--······------ ---· 
Lm Distribmion lnun:st 91,000 0 0 
·····-..--··-·-·····-········----- --·---··-·..-···----- ·---· ·-·-------­

IS,000lS,000 lS,000IDdim AJIOUCC Refunds _......-...·····--·-..··-···---·-· ·-------~ - --··--·--···· ···- ······--··-..­
2,623,0002,700,000 2,564,000Prognm Savica Office 

-···--- ........_......._.__.._. 

02.06.0,.19, 02.06.06.19 

02.06.07.19, 02.06.07.29 

02.06.09.19, 04.06.10.99 

04.06.11.99, 04.06.12.99 


·····-···---··-··---·-·...-· 
02.06.07..29, 02.07.08.19 

04.07.10.99, 04.07.11.99 

04.07.12.99 

-·---·---··--····-····-······ 
02.08.0,.29·-····-·---·--······---..······· 
·-NIA -·····-···-··-··--·--·-··­
02.10.09.19, 04.10.10.99 

04.10.11.99, 04.10.12.99 
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http:04.10.11.99
http:04.10.10.99
http:02.10.09.19
http:02.08.0,.29
http:04.07.12.99
http:04.07.11.99
http:04.07.10.99
http:02.07.08.19
http:02.06.07
http:04.06.12.99
http:04.06.11.99
http:04.06.10.99
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GPRA 

P&F 
Code 

Account Activity 

00.0301 General Administration 

Executive Direction 
Policy&. Management Improvement 
Administrative Operations 
General Support S;rviccs 

1997 Actual 

32,672,000 

1,902,000 
3,780,0DO 

12,514,000 
14,476,000 

Obligations 

1998 Est. 

31,313,000 

1.815,000 
3,628,DOO 

12,118,000 
13,752,000 

Perf. Goal 
Codes 

1999 Est. 

32,898,000 01.01.01.99 
through 

1,870,000 04.14.12.99 
3,794,DOO 


12,591,000 

14,643,009 
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