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MINERALS
MANAGEMENT
SERVICE

FY 1996 PRESIDENT’S BUDGET

The Minerals Management Service (MMS) provides major fiscal and energy
benefits to taxpayers, States, and the Indian community. The MMS’ programs
provide benefits of national significance. In FY 1996, the MMS will account for an
estimated $5.2 billion in Federal receipts, including $4.0 billion from OCS rents,
bonuses, royalties, and escrow payout and interest, and $1.2 billion in onshore
receipts. From a taxpayer’s perspective, that converts to $3.6 billion deposited to
the General Fund of the Treasury to pay for Federal programs and reduce the
deficit. Of Jocal significance are the mineral revenue payments made to onshore
States that total $562.5 million; and the $1.0 billion that is transferred to the

" National Park Service for the Land and Water Consesvation and Historic
‘Preservation Funds. Additionally, coastal States will receive $75 million in shared
mineral revenue receipts.

Our B___-udget .Re.s;ource s

FY 1996 proposed operating Appropriations

a dollars in thousands
Royalty and Offshore Minerals Management| _ $193,348
__Oil Spill Research $7,892
Total $201,240
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General Statement

MMS$

where the money goes

U.S. Treasury

i ﬁ&ﬂﬁﬁﬂﬁ&ﬁﬁﬁﬁﬂﬁdﬁ

e T MMS operations will contribute over $3 billion to the

ﬁﬁﬁﬁﬁﬁﬁﬁﬁ&ﬁﬂ?#ﬁﬁ

general fund of the U.S. Treasury. Approximately two
thirds of this amount come from OCS royalties. In total
OCS revenues have provided over $105 billion for the

¥ Qo chunnanns
S [SEmEt R e U.S. Treasury.

Land & Water Conservation Fund

OCS gas and oil receipts will provide almost 100 percent
of total funding for LWCF ($900 million). The LWCF
provides funding for the acquisition of Federal, State and
local recreation lands.

National Historic Preservation Fund

The $150 million in receipts from OCS gas and oil
activities are the sole source of funding for the National
Historic Preservation Fund. The fund provides grants to
States and the National Trust for Historic Preservation.

Indian Tribes

In the past MMS has monitored over $1.6 billion in
Indian mineral revenues. In FY 1996, MMS’s Royalty
Management Program expects to disburse $35-$40
million to Indian Tribes & allottees, as well as
monitoring about $130 million transferred directly to
Tribes by royalty payers.

States

MMS will collect & disbursed an estimated $563 million
to 38 onshore states and $75 million to coastal states. In
addition, the MMS provides approximately $10 million
annually in research funds for State universities.

FY 1996 Budget ]ustiﬁmtibn 7 2 Minerals Management Service



General Smtement

Minerals Management Service

The MMS was created based on recommendations by the Linowes Commission, an independent commission
tasked with studying alleged improprieties in the Nation's royalty collection programs and alleged oil thefts of
several hundred million dollars a year. The Commission recognized that the proper. fiscal accountability and
management of the public's mineral resources necessitates an independent agency devoted solely to minerals management.

Consistent with the recommendations of the Linowes Commission, as well as numerous other commissions
and panels, the MMS was created on January 19, 1982, The MMS consolidated the formerly fragmented
royalty management furictions of the Deparement, as welk as all Departmental offshore leasing and lease
management functions and elevated those functions to a higher level of management focus and oversight.

Over the past decade, MMS has developed systems, policies, and procedures to meet the mandates of the
Federal Oil and Gas Royalty Management Act, the OCS Lands Act, and other statues, as well as the
expectations of oversight organizadons and its constituents. Ithas achieved significant program
improvements in the areas of mineral revenue accounting and compliance, and offshore policies. MMS
collects and disburses $3-4 billion annually in mineral revenues and oversees 23 percent and 14 percent of cur
Nation’s natural gas and oil productdon, respectvely.

Mission

MMS’s mission statement reflects the recommendations of the Commission and its conatituents:

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

Moreover, in working to meet its responsibilities, the Offshore Minerals Management
Progtam administers the OCS competitive leasing program and oversees the safc and
enivironmentally sound exploration and production of our Nation’s offshore natural gas,
oil, and other mineral resources. The MMS Royalty Management Program meets its
responsibilities by ensuring the efficient, dmely, and accurate, collection and
disbursement of revenuc ftrom mineral leasing and production due to Indian tribes and
allottees, States, and the U.S. Treasury. ' i

The MMS strives to fulfill its responsibilities through the general guiding principles of:
(1) being responsive to the public’s concems and interests by maintining a dialogue
with all potentially affected parties; and (2) carrying out its program with an emphasis
on working to enhance the quality of lifc for all Americans by lending MMS assistance
and expertisc to economic development and environmental protection.

Major Activities

The MMS has three major budget activities: the OCS Program, (funded through the Royalty and Minerals
Management Program, and the Oil Spill Research appropriations), the Royalty Management Program (RMP),
and General Administration.

Minerals Management Service 3 | FY 1996 Budge: Justification



General Statement

MMS
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General Smtement

Royalty Management Program (RMP)

The Federal Oil and Gas Royalty Management Act of 1982 (FOGRMA) mandates that “the Secretary shall
establish a comprehensive inspection, collecton, and fiscal and producton accounting and auditing system to
provide the capability to accurately determine oil and gas roysltics”.

Over the years, RMP has fulfilled its original mandate by establishing accounting and preduction verification
systems, an audit strategy, and compliance/enforcement programs. RMP is responsible for timely and accurate
collecting and disbursing of mineral revenues from all Federal onshore and OCS mineral leases, and many
producing Indian leases. The program is a clearing-house for the administration, collection, and distribution of
a major source of revenue for the Federal Government, Indian Tribes and alloctees, and those States that
receive a statutory share of Federal mineral revenues.

Since 1982, RMP has collected over $67.7 billion in Federal onshore, OCS-, and Indian mineral revenues. Of
that, over $1.4 billion was generated from RMP audit and compliance verification efforts. These programs
have rates of return ranging from 6:1 to 13:1, ’

Outer Continental Shdf Lands (OCS) Program:

As manager of the Nation’s OCS energy and nonenergy mineral resources, MMS' long-term strategy for the
OCS is to assess those resources to determine if they can be developed in an environmentally sound manner
and then to offer the appropriate areas for lease. ‘This long-term strategy affects the way MMS manages OCS
resources and the way MMS faces the challenges of mainmining a balance bertween providing encrgy benefits
‘and protecting the Nation's marine environment. Since leasing began on the OCS in 1954, over 115 lease sales
have been conducted, generating over $105 billion in rents, bonuses, and royalties. An emerging program area
is the marine minenals program. Under recent legislation, States and local govemments can acquire sand and
gravel rescurces for beach restoration and erosion control through negodaced agreements racher than
competitive lease arrangements. o

General Administrati

General Administration provides management, executive and administritive direction and support to all MMS
programs. Included are such essential functions as budger, finance, personnel, contract negotiations, property
management, etc. With input from local and State governments, Federal Bureaus, and other constituent
groups, this group provides policy, guidance, and evaluation to ensure the most efficient, cost-beneficial
management possible of 41l MMS program areas. Additionally, this program area provides Burcau-wide
infrascuctural supportt of all MMS programs (i.e, rent, telephone services, unemployment compensation, etc.).

MMS Constituents

As collector, auditor, and disbursement agent for the Nation’s mineral revenues and as manager of the OCS
natural gas and oil program, the MMS has an extensive list of consdeueats.

In the broadest sense, every American taxpayer is a constituent of MMS. The OCS program not only manages
the production of significant energy resources but generates an average $3-$4 billion annually that goes into

the Federal Treasury. The revenues generated from MMS activities help reduce the size of the Federal
deficic )

The OCS Program has man;j constituencies. Examples include:
& coastal States and communities;

' = national and local level environmental groups;

Minerals Management Service S FY 1996 Budget Justificaton



General Statement

wr Other nadons;

@ State university systems and research organizations;

= industry representatives in the fields of natural gas, oil and solid minerals;
= fisheries;

=& several miscellaneous induserial groups such as udlities, transportadan, plastics, chemicals, and
agriculare.

The constituencies for the RMP i-"rogram include:
% 38 other states receiving royalry revenue;
= 25 Indian Tribes, of which cight receive in excess of $1,000,000 annually;
& Western States Land Commissioners;
= Indian Allottee Associations. and

= industry

Recent Rightsizing

Responsibilities of the MMS have been extremely dynamic since FY 1992. MMS's emphasis has shifted to
the management of mature operations or to areas with the potentional for environmentally safe development
in the near furure. States and Tribes have expressed continued interest in the source, amount, and timeliness
of their income. General Administration has been directly affected by varying support requirements from the
OCS and Royalty programs and Executive Orders targeting administrative streamlining as a high priority. -

OCS Program,

The OCS program budget has been reduced in certain areas and has been redirected in response to existing
Congressional and Presidential moratoria and increased in regulatory responsibilicy.

Headguarters
wr Total reductions of 24 percent
« Decision to close made in FY 1993; closurc completed in FY 1995.

FY 1996 Budger ]usﬂﬁution - 6 - Minerals Management Service



General Statement

Pacific OCS Region
@ All prelease functions have been eliminated. The Region now concentrates on environmentally
sound and safe development of its current leases and close consultadons with the local

community;

= Concurrently, production has increased from leases in the Region by 80 percent over the last
two years

= Reduced staffing level by 23 percent over the past two yeats (50 percent reduction in past five
years). ' '
= Reduced staffing level by 54 positions from FY 1993 to FY 19%4;

= In FY 1995 an additional 26 positons are targeted for abolishment for a towl staff reduction of 50
percent from the FY 1993 level; and

= Six potenual lease sales will be handled by reduced saaff.

Gulf of Mexdco Region

Streamlining efficiencies, such as sampling, have enabled the Gulf of Mexico Region to address additional
workload requirements while maintining its FY 1993 FTE ceiling. Additional workload requirements result
from:

= the increase in small operators,
= end-of-lease supplemental bonding, and
& the increase in lease assignments.

= The move toward deepwater development will ultimately result in additional workload for the )
Gulf.

In addition to the workloads mentioned above, the Oil Pollution Act of 1990 (OPA 90) created new
responsibilitics for the MMS. In FY 1995, Congress approved an increase of 16 FTE to work in the arcas of
regional oil spill plan review, oil spill prevention and response planning, inspections, spill investigations, civil
penalties programs, and financial responsibility. Thirteen of the 16 FTE were allocated to the Gulf of Mexico.

Royalty Management Program

RMP has increased emphasis on compliance activities, and to the improvement of services to Indian Tribes
and alloreees, The following specific actions have been taken:

& An Office of Indian Royalty Assistance has been established in Oklahoma City, Oklahoma and
Farmington, New Mexico. The Farmington facility, which co-locates staff from the MMS,
Bureau of Land Management, and the Bureau of Indian Affairs, is currendy a National
Performance Review laboratory to provide better service to Indian allottee mineral owners.

Minerals Management Service 7 FY 1996 Budget Justification



General Statement

& RMP has moved staff from Operations to Compliance to pursue royalties due on Contract
Settlement in the narural gas industry, which are anticipated to generate about $250 million in
addidonal revenues.

= Additional saff have been dedicated to compliance functions as a resule of improvements in
processes and royalty accounting computer systems. These systems improvements, known as
the Business Systems Planning Improvements (BSPI) initiative, were achieved after long-term
automated data processing (ADP) and strategic planning efforts.

General Administration

Administrative Operations hase been able to reduce program support functions in response to a lower level of
support required by the OCS program. Specifically:

= staffing levels in the Alaska Administrative Service Center have been reduced, and the office
has been changed to a satellite office status;

wr staffing levels in the Pacific Administrative Service Center have been reduced, and the office
has been changed to a satellite office status; and

= suaffing levels in the Southern and Westetn Service Centers have been evaluated. As vacancies
in certain administrative areas, such as personnel, have arisen, workloads have been restrucrured
and the vacant position abolished. From FY 1992 through FY 1994, a total of 18 positions have
been abolished, representing 20 percent of staffing at the Service Centers.

Future Streamlining/Reinvention Efforts

Reductions in programmatic activides, streamlining initiatives, and Executive Orders have caused
administrative support functions to be scrutinized for further opporeunities for improvement.

@ While dcvclopir;g the MMS’ Streamlining Plan, MMS applicci four philosophical tests to its
operations. These tests are now routinely applied to all functions. These “litmus™ tests are:

1 Does the function need to be done? If it does would the function be more appropriately
placed at a programmatic level (if administrative) or lower operating level Gf
programmatic), and if so, is it feasible to do so?. c

2 Can cxisting computing technology be hamesscd and/or processes be re-engincered to
improve cfficiency? -

3 Are the servicing ratios appropriate, and can a larger aggregation of these services be
performed with increased economies?

4 Are MMS’ customers’ necds and concerns being properly addressed within existing
operations? If not, what can MMS do to accommodate those requirements?

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

FY 1996 Budget Justification 8 - Minerals Management Service



General Stateme_l_'lt

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

» Human resource functions, such as recruitment and eraining, have been automated and
delegated to the program office, thereby affording program officials the gpportunity to
independently assess their needs, available resources, and scheduling requirements.

» Financial plan development is labor intensive and extremely dynamic during execudon,
frequently requiring reallocacion of resources within object classes or offices. An
automated budget module currenty being utilized by the Office of Surface Mining
Reclamation and Enforcement, is being adapted to MMS requirements. This will enable
program offices, with electtonic concumrence from the Budget Office, to change financial
plans as often as necessary within the confines of reprogramming requirements.

» Expanded use of the purchase card is authorized in the Federal Acquisition Streamlining
Act. Micropurchases, utilizing Govemment-wide commercial purchase cards, will be
utilized more. Auchority to make purchases of supplies and setvices will be delegated to
the Branch Chief level. This will eliminate several paperwork requirements, allowing
program officials to dedicate more of their time toward programmatic issues and less on
jusdfying the need for cerwin routine items.

2 Efficiencies through ADP technology and process reengineering

# On January 1, 1995, MMS’ Gas Marketing Pilot Project gor underway. It will test, for
the first ime, the concept of MMS taking the Federal Government'’s royaity share of gas
production from offshore Federal leases and immediately selling ic at the market price to
competitively chosen gas marketing companies. The independent marketers, in tum, will
deliver the gas to theit customers in a free market environment. The pilot will run for a
year and will finish during FY 1996, at which point MMS will evaluate its results.

The pilot is an innovative project that tests a less burdensome means of collecting
royalties by selling the gas in the marketplace. The Federal Government’s compliance
and audit efforts will be limited to production volumes thereby perhaps reducing the
frequent litigation issucs over the value and pricing of the narural resource.

The MMS also expects a savings in administrative costs for both the Government and
indusoy because of the simplification of the royalty collection process. The MMS
believes this pilot could result in significant improvements in the way the Bureau carries
our its mission.

@ As directed by Executive Order 12861, MMS is reducing internal regulations and has
already eliminated 50 percent of the regulations in its Administrative Manual and expects
to either-eliminate or streamline numerous other non-administrative procedural
regulations within the Bureau’s Programs by the end of FY 1996.

w To mect the requirements of Executive Order 12866, MMS has developed 2 plan for -
reviewing and either reducing or improving external regulahons. Part of the plan calls
for asking the public to tell MMS which regulations need revision or are candidates for
elimination. The MMS intends to make annual reviews of its significant regulations
through FY 1996 and beyond.

& The MMS has encouraged and is using negotiated rulemaking to write regulations that
demonstrate consensus among affected parties. Revisions to the Federal Gas Valuadon
regulations are being examined. Similarly, a rulemaking related to negotiated valuation of
Gas from Indian Leases is in the planning scages.

Minerals Management Service 9 ' FY 1996 Buc.lgcf-]-ﬁ-sti.ﬂdnﬁon



General Statement

& Bureau-wide, MMS has set out to examine its conflicts and the potential to broadly
implement Alternative Dispute Resolution (ADR) methodologies. The MMS ADR
program has been approved and initially implemented as the Department’s first
comprehensive agency ADR program.

@ After a comprehensive teview of the appeals process, MMS delegated decision-making for
a significant portion of the appeals cases, those relatcd to late, erroncous, or non-reporting
penaltics, to the appropriatc RMP division. This allows the Appeals Division to focus on
more complicated appeals issues and allows the routine appeals to be resolved faster.

Currently, MMS is piloting several procedures to expedite the processing time of appeals
- and to reduce cxpenses. Examples include changing the appeals report formatting, and
use of Alternate Dispute Resoludon techniques.

& Through 2 more focused OCS program, the Offshore Minerals Management program plans
to further reduce oversight and contol and transfer additional responsibilides to
“front-line™ organizations. Offshore headquarters functions are currently being examined
and several proposals are being developed to determine if they can be wansferred. As
positions in Headquarters become vacant, either through buyouts or other atwrition, they
will be argeted for abolishment or recngineering,

Since FY 1993, the OCS program has achieved a 19.4 percent reduction in Headquarters
and will achieve an overall reduction of approximately 50 percent by FY 1999.

= Improved RMP Systems and Processes have allowed RMP to redirect staff from
non-revenue generating functions (certain error comrection, database maintenance, and
accounting functions) to revenue generating funceions (audit and verificadon application
programs). As part of its National Performance Review (NPR) Reinvention Laboratory
effors, RMP will continue in this direcdon. Current NPR lab groups are evaluating the:

7 Requited royalty reporting forms and RMP’s database to determine how to
ease reporting burdens and achieve savings;

v The joint BLM, MMS, BIA Farmington, NM office to improve serviceto the
Indian communiry; and

7 Increased use of Electronic Data Interchange (EDI) and Funds Transfer
(EFT) to implement the exchange of all reports, data, and payments that will
. reduce certain emors and may achieve some cost-savings. Based on successful
“pilot™ studies, MMS recently signed electronic commerce agreements with
Chevron and Amoco.

« Electronic commerce (EC) was developed to simplify and streamline the purchasing
process between the private sector and the Federal Govenment. Long-range EC
implementation plans initially focused on small purchases but have now been expanded to
include electronic payments and document interchange. Implemenntion is anticipated in
summer 1995.

@ The property management system is being redesigned to provide full integration with
other existing subsystems, These systems will have an automated interface with the
Interior Deparement Electronic Acquisition System (IDEAS), the MMS financial system,
and the Federal Personnel/Payroll System. This will eliminate redundancy and reduce
progtam costs, while standardizing property management sutomation and reducing
regulations.

FY 1996 Budget Justification 10 ) Minerals Management Service



General Statement

3 Can savings be achieved through appropriate servicing ratios?

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

w The concept of shared administrative services is being tested wnh a clustering
agreement between MMS and the U.S. Gealogical Survey (USGS). Ac present the USGS
and the Bureau of Reclamation are providing MMS with payroll data services. Other

‘possibilities under an initiative called Washington Area Support Service are: Performance
Management; Space Utlization and Management; Mail Management; and Labor
Management Parmerships, to name just a few.

o Cooperative agreement between the Office of the Secretary, the Office of Surface Mining,
and the Minerals Management Service to develop standard ABACIS financial
management procedures and operations.

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

w T, ° dewrmme customer sadsfaction, in FY 1994, MMS led the Department’s pilot
research efforts with employees and external customers. The MMS also led the
way as the first Bureau in the Department to obtain clearance from OMB to conduct
customer satisfaction surveys.

w The Customer Service Plan esmblished Customer Service Standards which were
published on Scptcmbcr 8, 1994. The Plan wiil guide program efforts to improve
customer service through FY 1996 and beyond and will help MMS to identify processes
that need w be either improved or eliminated in order to better serve our customers.

= Examples of MMS?’ efforts to ensure that our customers’ éoncerns are incorporated into our
existing operations include:

7 RMP’s implementation of multiconstituent royalty policy teams when
dealing with contentious royalty issues such as the Allowance Study Group and
the Federal and Indian Gas Valuation Negotiated Rulemaking Committees.
RMP was the first bureau in the Department to include non-Government
members on its NPR laboratory teams. Additionally, RMP has evaluated the
concept of “One Stop Shopping,” where cross functional teams resolve
complex royalty accounting questions nised by extemal customers.

# The California Offshore Oil and Gas Energy Resources (COOGER) in
the tricounty areas of San Luis Obispo, Sant Barbara, and Ventura counties
has moved the OCS program into a ptoacnvc relationship with its customers.
By having State and local governments sit down with encrgy industry
rcprcsenmuvcs and MMS, we have helped to facilitate better understanding of
all the issues and concemns of the affected parties. COOGER was tccogmzed
by the Los Angeles Federal Executive Board with a “Heroes of Reinvention™
award for this inigative.

# MMS efforts to bring about agreements berween the California oil and gas
industry and local fishermen

Minerals Management Service 11 ' . FY 1996 Budget Justification



General Statement

Congressional Interests and Concerns

The Appropriadon Subcommittee on Interior and Related Agencies has, through report langu:-;ge. requested
the MMS to address certain issues. A status of these requests or a response follows.

= Oil Pollution Act Financial Responsibility

Developing regulations to implement the oil spill financial rc.':'ponsibi]il:y requirements of the
Qil Pollution Act of 1990,

& The MMS continued to.review and analyze the comments received and the verbatim
manscripts of the five public meetings. A draft report was prepared and sent to Congress
which summarized the major issues and identified possible options.

& Meetings were held with vatious representatives of the marirfe insurance industry to
discuss potential insurance alternatives. Meetings were also held with the Department of
the Interior Solicitor concerning legal interpretations. MMS is drafting new regulations
implementing the OPA 90 requirements for oil spill financial responsibility for offshore
facilides. MMS will wait for the Subcommittee recommendations before continuing.

@ The MMS published an Advance Notice of Proposed Rulemaking (ANPR) in the Federal
Register on August 25, 1993, to initiate public review of the oil spill financial responsibilicy
implementation issues. More than 1,700 written comments were received before the
comment period closed, and approximately 200 written comments were received after the
commenc peried closed. The MMS also reeeived lerters from 135 members of Congress

representing 40 States highlighting constituent concerns about the issues raised in the
ANPR.

w The MMS conducted five meetings around the country between November 2, 1993, and
February 16, 1994, w help the public and MMS understand the potential implications of
the OPA oil spill financial responsibility requirements. The meeting transcripts were
made parx of the ANPR administrative record. -

= MMS officials testified before the House Committee on Merchant Marine and Fisheries
in the Fall of 1993, regarding the ANPR and the issues raised.

@ The Department of the Interior’s Solicitor issued a formal opinion on November 29, 1994,
which holds that the MMS has licde flexibility in interpreding which facilities are covered
by the OPA oil spill financial responsibility requirements, how much financial
tesponsibility must be evidenced, and whether exemptions are allowable for minimum
risk faciliries.

& The OCS Policy Committee approved on November 2, 1994, the eswblishment of a
subcommittee to assist the Secretary of the Interior and the MMS in resolving issucs
related to implementing the OPA oil spill financial responsibility requitements. MMS has
worked to ensure the subcommittee has represcneation from all potentially affected
stakeholders; non-traditional partics such as marina and boating interests, environmental

_ groups, all levels of State and local govemment, and all affiliated industry groups.

« The subcommittee met on January 19 and 20, 1995. The subcommittee will report its
findings and recommendations to the full OCS Policy committee in May 1995.
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General Sarement

= il Pollution Act Inspection in State Waters

The OPA 90 extends MMS inspection jutisdiction to offshore platforms in State coastal waters.
In meeting its OPA obligations, MMS is working closely with coastal States to minimize
duplication and leverage resources. Memorandaes of Understanding (MOUs) with Texas,
Louisiana, and Alaska have already been executed. The MMS is working on an MOU with
California and is also working with Srates to strengthen their state programs, in an effort to
minimize MMS regulation of State water activitics. A more detailed discussion of MMS oil spill
research is provided under the Qil Spill Research Section.

« Offshore Management Support

The Offshore Office of Management Support (OMS) has been and will continue to downsize,
streamline and reinvent iself.’ Since FY 1992, OMS has achieved a 23% dectease in actual FTE

usage.

An example of how OMS is used to achieve cfficiencies in Offshore is the 1994 consolidation of
the Headquarters LANs and graphics support functions into OMS. Prior to the consolidation, 9
people were performing these functions throughout Offshore Headquarters. Only 5 FTE were
transferred to OMS with the consolidation, thus achieving a net decrease of 4 FTE in Offshore

Headquarters.

In FY 1995, the $500,000 decrease will be accomplished through reduced support to TIMS
development and streamlining of the offshore-wide budget and administrative processes. As
administrative functions from General Administration are delegated to program offices, they-will
be further delegated within Offshotc or eentralized within OMS, depending on which method
will achieve the greatest efficiency for Offshore. Thus, the functions and size of OMS will
continue to be examined and reinvented in response to Offshore-wide responsibilides.

= Environmental Study Cooperation with the USGS

In keeping with the desire to control costs and minimize duplication of Federa! programs, the
MMS and the USGS are working cooperatively to identify complementary environmental
studies plans. In a September, 1994, USGS-MMS coordination meeting, scientists from the
USGS and MMS were tasked with developing a process that would idendfy MMS
environmental research needs which USGS could conduct with in-house expertise in a
cost-cffective mannet, One of the main objectives of the process is to ensure that the USGS has
ample opportunity to provide research expertise before MMS looks to outside sources for
rescarch, A “Schedule of Events,” delincating a forward-looking 2-year planning process, was
developed by USGS and MMS scientific staff for interaction and cooperation on environmental
studies. In addition, the process includes steps to ensure that MMS also will be apprised of
USGS rescarch plans in a timely fashion. This approach will facilitate oppormunities for
identifying research areas of mutual interest for cooperative, cost-sharing ventures.

The first 2-year cycle is being inidated in FY 1995 and will lead to identification and conduct of
studies in FY 1997. MMS and USGS will work very closely to identify potendal srudies which
USGS could conduct for MMS in FY 1995 - FY 1996 as well as to identify planned or ongoing
USGS studies that could be enhanced or modified to provide information of use to MMS. One
benefit alceady achieved by these cooperative efforts has been the identification of satellite data
analysis expertise in the USGS St. Petersburg, Florida laboratory that will aid MMS studies.
MMS and USGS are developing an interagency agreement to utilize that expertise for a
northeast Gulf of Mexico satellite oceanography study in FY 1995.
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« Marine Minerals Program Cooperation with the USGS

The USGS and MMS have Collaborated on State/Federal marine mineral task force
efforts since 1984. Discussions are in progress to idencify specific Projects in which USGS
expertise in physical oceanography can be further udlized to meet Marine Minerals
Program needs. . o

= California Royalty Undervaluation

Background: The State of California (State) and the City of Long Beach (City) began
lidgadon in 1975 ageinst seven major integrated oil companies. They alleged chac the majors
had conspired to keep oil posted prices low and thus damaged the State and City because their
oil revenues from State leases depended on posted prices.

In 1991, after many yeits of litigation, Shell, Chevron, Mobil, Texaco, and Unocal ended the
court actions by settling with the State and City. ARCO settled separtely in 1984. Their motives
for sextling are unclear and issues other than valuation were involved. A seventh defendant,
Exxon, went to trial and was exoncrated. That case is under appeal.

MMS Investigations: In 1986, as the litigation continued, MMS contacted Sate of California
officials and others to obtain information to review allegations of improper valuation. After reviewing
this information, MMS concluded that posted prices fairly represented market value.

At abouc the same time, the United States General Accounting Office, Internal Revenue
Service, Depantment of Encrgy, and Justice Deparement conducted similar studies. None of
the studies contained conclusive evidence of illegal activitics or undervaluation.

The MMS decided to reevaluate the issue in late 1993. In light of recent seulements, the MMS
evaluated the amount of potential underpayments based on the State’s estimate of
undervaluation to determine whether a majot reevaluation was warranted. MMS estimated a
maximum underpayment of about $400 million for 1960-1992. .

In early 1994 MMS examined the public informadon available on California oil prices for the
period 1986-1992. The MMS reached preliminary conclusions in April 1994. Since MMS
works closely with the State of California’s Controller’s Office in auditing mineral revenues in
California, MMS shared the draft report with them. Both agreed that MMS should obrain
additional input from other agencies and examine data undet court s&l before ending its
evaluation.

Interagency Review: In June 1994, to reach a final determination on California/Federal
crude oil royalty values, MMS formed an lnl:cragcncy team with the Deparunents of
Commerce, Energy, and Justice.

The team has accomplished two of its major objectives. In November 1994, the team gained
access to documents sealed by the U.S. District Court from the Long Beach lidgation. These
documents had previously not been available v MMS, In early December, 1994, members of
the team met with staff from the Califoria State Controller's office and discussed audits the
State has done on Federal leases under MMS authoricy.

After examining the work done by the State and documents from the Long Beach litigation, the
team formulated some ideas for a special dudit of this issue program. The teammetin
Washington, D.C., on December 13, 1994, to present findings of their teip to California to
management. The Assistant Secretary for Land and Minerals Management, the Act.mg Director
of MMS, and the Associate Director for Royalty Management attended the meeting.
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At the December 13 mecting, the participants agreed that MMS audit siaff would coordinate
with the California Stace Controller’s office to jointly construct an audit plan specifically wilored
to address allegations of oil underpricing and thus royalty underpayment. The interagency
team met in mid-January to consider the audit proposal and provide input. The audit will likely
be limited to a specific company for certain timeframes. Depending on results of the initial
phase, MMS may expand the audit to other companies statewide. The initial phase is targeted
for completion around the end of FY 1995.

Conclusion: The Department of the Interior takes its responsibility to manage public
resourtes very seriously. If MMS finds clear evidence of undervaluation, it will aggressively
ke all measures needed to collect additional monies.

= Royalty. Annual Audit Plan and Quarterly Reports

The Annual Audit Plan, as in the past, is being combined with the fitst quarterly report which
will be submitted to Congress in early March 1995. Addidonally, information on FY 1995 and
1996 audit activites is detailed in the RMP budget narrative.

w Arts and Artifacts Preservation

In FY 1992 MMS received funding and an FTE for “accounting for and preserving ares and
artifacts held within MMS.”

A position has been staffed and ars and artifacts held within MMS have been identified, and
entered into the MMS property management system. This initiative has now matured and isan
ongoing programmatic efforc )

- dﬂicg of Communications and Governmental Affairs

The Congress requested a detiled personnel review to ensure that the size of the office and
grades of the positions is justified. The office was reorganized in May 19%4. Since that time,
.staffing has been reduced from 17 FTE to 11 FTE. As vacancies occur, position grade levels
will be reviewed. .
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Government Performance and Results Act
MMS Performance Measures

The 1990’s
Strategic Goals and Measures

On August 3, 1993, Congress enacted P.L. 103-62, the Government Performance and Results Act (GPRA), o
improve the efficiency and effectiveness of Federal programs by establishing a system to set goals for program
performance and to measure results. ‘Steps include: setting strategic plans and goals, developing performance
measures for these goals and establishing systems to measure rcsults. This legislation is designed to change
the way Government does business; to focus on program results and outcomes rather than just inputs as the
measures of performance and effectiveness in serving the public. To help the Federal Government make the
transition from the existing evaluation system to the new, the GPRA authorizes three sets of pilot projects over
the next several years: Annual Performance Plans, Managerial Flexibility, and Performance Budgeting,

Later, performance budgeting will be implemented. Government-wide implementation wiil be phased in
over several years with pilot projects underway throughout the Government.

OCS Lands Program

The OCS Lands Act provides funds to manage the Nation’s offshore resources. The goal is to manage the
program in the best interest of the taxpayers. The program provides energy and revenucs to the Nation.
Sometimes it is in the Nation’s best interest to forgo developmenc and income for environmental or other
reasons.

The principal performance measure for the OCS Lands program is whether decisions and policies involving
the OCS are in the national interest and are based on the best available information and analyses concerning
the vatious “balancing” considerations. Itis the job of MMS to cfficiendy provide decisionmakers the best
available information and analysis for these decisions, to assure the public receives fair market value from
industry for the Nation’s OCS resources, and to properly manage operations to implement MMS
environmentsl and safety regulations.
In FY 1994, this prograrh generated:

= $3.001 billion in receipts

@ 4.8 willion cubic feet of natural gas

= 250.2 million barmrels of crude oil

Measures of a few of the activities required to produce the above are: (1) Environmental Reviews and
Assessments; (2) Fair Market Value Determinations; and (3) Inspectons.

Envigonniedntgl Reviews and Envimpmental Assgssmegg

The number of environmental reviews and assessments, while generally predictable, is solely dependent on
the other actvities which precede that phase of the “environmental process.” The MMS’ compliance with the
provisions of the National Envitonmental Policy Act (NEPA) and ¢he Gil Pollution Act specifically dictate a
variety of procedural activities which must take place to ensure environmental compliance for all oil and gas
activities on the OCS. Accordingly, as a performance measure of the agency’s success, environmental reviews
and assessments should be reviewed in light of the whole environmental process the agency performs.
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‘The MMS was recognized by the President’s Council on Environmental Qualicy and the National Association
of Environmental Professionals when it received the 1994 Federal Environmental Quality Award. This award
was received not for a single product, but rather for the comprehensive integration of the NEPA into every
action the agency mkes regarding offshore leasing, exploration, and development

The term, environmental reviews, includes a host of different types of teviews which are written for the
systematc phases involved in the exploration, drilling, development, and production activities as required by
statute and rcgulatory authority. The reviews conducted beginning in FY 1994 include an additional array of -
scientific activitics for oil and gas activities in coastal State waters (air quality, archeological, biological, and oil
spill plan reviews)., This additional effort is required by the OPA 90.

‘Environmental Assessments are decision-related documents which identify environmental protective
measures required by NEPA. The level of effort expended by MMS ensures adequate scientific and
technically-based analyses. )

Number of Products/FTE
1994 1995 1996

Actual Estimate Estimate
Environmental Reviews 2,939/26 3,204/28 3,259/28
(Inclusive)
Environmental Assessments 200/19 245/19 222/19
*These data do not include Categorical Exclusion Reviews (CER's) which
are also a type of NEPA process documents.

Fair Market Value Determinations

To ensure receipt of fair matket value, MMS collects and analyzes geological and geophysical (G&G) data to
determine major arcas of hydrocarbon potental and performs detailed analyses of individual OCS wraces for
tract evaluation purposes. In addidon, resource assessment functions, such as play identification, play analysis,
resource model simulations, and detailed reserves analyses, are performed to establish the framework for mact
evaluation work. Sale-specific economic studies, such as bidding system design, cost estimates, and price
forecasts, are used in the evaluation process. A two-phase bid adequacy process, inveolving marker data and
geotechnical information, has been performed on roughly 500 macts receiving bids in any given year for the

past 5 years,

In FY 1994, 532 tracts in two sales were evaluated, 316 of which received both phase 1 and phase 2
evaluadons. Over 1,563 blocks of 3-D seismic data and 25,480 line-miles of 2-D seismic data were acquired in
FY 1993 in preparation for these sales.

Inspections

The inspection program is the last line of defense for ensuring human safety and environmental protection.
An inspection can range from 2 hours in duration by a single inspector to several days'by two ot three
inspectors depending on the operation being inspected (drilling, production, workover, well completion, and
measurement, etc.) and the complexicy of the facility. An unannounced inspection is usually not a complete
inspection, and therefore is of shorter duration than a complete inspection. A single well caisson
(approximately 36 percent of the production facilities are in this category) contains an average of about eight
devices to be inspected. A “super” platform may contain about 1,200 devices to be inspected. The single well
facility can be inspected in a short time, while the super facility may take several days. However, the super
platform has a heliport which makes it casily accessible. The single well faciliry is, generally, only accessible
by boat which increases travel time greatly. The inspection program is not just a matter of conducring
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inspcctions, but includes the transportation to and from the facilities and the planning of inspections in order
to use the resources most efficiently.

In FY 1994, 10,621 inspcctioris were conducted. Inspections are expected to continue at about the same level
in FY 1995 and FY 1996.

Royalty Menagement Program

FY 1994 RMP Performance Measures

The Royalty Management Program (RMP) is one of two Departmental bureaus’ programs nominated to
participate in the Annual Performance Plan pilot. Beginning in FY 1994, RMP prepares annual performance
goal plans and annual reports of actual performance compared to its continuous improvement goal. In May
1997, OMB will submit a report to Congress assessing the benefits, costs, and uscfulness of the plans and
reports, and any difficulties experienced during the pilot phase.

Under the pilot, RMP is macking the following performance indicators it established in its 1994 plan:

Measure Targets
Reporting accuracy Future:
Percentage of report lines Continuous improvement
industry submitred correctly | Actual:
(Fines that dear eritical RMP FY 94: 96.4 percent of lines cleared critical edits.
compuser edits during initial FY 93: 96.2 percent of lines cleared cridcal edits.
processing) . 1 FY 92: 95.3 percent of lines cleared critical edits.
Late disbursement interest (Future:
Accrued Federal interest ‘Contnuous decrease
expense for late disbufscments |Actual:
to States FY 94: $ 58,000
| FY93: $95700
_ | FY92: $153.600 - a

NOTE;: Late disbursement inverest is influenced by condifions external to RMP, especially the

 including short-term interest rates and international and domestic 0il and gas prices.

- We will submit the pilot annual performance teport to the appropriations commitee.

FY 1996 RMP Performance Measures

The RMP strategy is to continuously increase the percentage of mineral revenues paid both dmely and
correcdy. A useful measurement of RMP's overzll performance would be a compliance index:

actual voluntary royalty payments
expected royalty payments

Historically, we have not determined a single reliable method to calculate the degree of voluntary compliance
for royalty payments. In 1994, as a part of the Compliance Action Plan, 2 team of MMS employees working
with a contractor developed a statistically valid method to estimate such a compliance index. We believe,
through refinement, the compliance index can give important information over ime on whether we are being
successful, '
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Automated compliance index calculations in calendar year 1992 are shown below. We plan to calculate the
index for 1993 and beyond.

Actual Calendar Year 1992
Compliance Index Compliance Index Target
.95 1.00
{95% confidence level)

We will continuously analyze this measurement tool and experiment with ways to strengthen its validity. In
FY 1996, RMP will begin to seck enhanced accuracy of automated calculations of this index by incorporating
random lcase sample selections in some major audits. As we gain experience measuring the compliance index,
our goal is to increase its utilicy and to determine the optimal audic resources necessary to support it, while -
continuing to maintain quality audit coverage to monitor compliance.

While the overall compliance index measuremence will provide wend analysis on whether we are getting better
or worse (how well we are progressing toward our target), it does not tell us why. Other types of
measurements are critical in gouiding the Program. These measures identify processes needing adjustment to
improve the compliance index.

o« Sub-measures - Key sub-measures provide important informstion on our success in
achieving our vision. Used alone they provide limited informadon, bue together they provide
imporant Program feedback. These sub-measures include the two 1994 measures dewiled
above. Additional FY 1996 sub-measures are dewiled below.

« Tactical measures - In support of cur strategic business goals, cach Program area
developed a set of metical plans and corresponding messures. These measures provide the
feedback necessary to keep RMP business processes on track. While used alone they provide
limited information, when used collectively they provide important Program information.
These detailed measures are not included in this document

= Customer measures - We receive periodic survey feedback from our constituents
(including States and Indians) about how well out Program is serving their needs. This
feedback is valuable when used in conjunction with RMP sub-measures and tactical measures.
These measures are not included in this document, but are addressed in a separate RMP
Customer Service Plan.

FY 1996 RMP Sub-Measures

Our vision is to increase industry’s voluntary compliarice rate. The RMP FY 1996 sub-measures that indicate
how well we are achieving our vision are discussed below. We will continue to refine these sub-measures, as
-we become more experienced with how: they tie to the overall compliance index measure.

In the long term, we believe increased use of electronic commesce will reduce paper report volumes, reduce
errors, expedite error correction, and provide a more current database.

Minerals Management Service ' 19 FY 1996 Budget Justification



General Sl:ar.gmcnt

FY 1996 Sub-Measure Target

Use of Electronic Commerce- Future:
Percentage of royalty and production In the long term, we believe increased
report lines received elecaronically use of electronic commerce will reduce

paper report volumes, reduce errors,
expedite error comrection, and provide a
more current data base.

The compliance activities include audits, systcm-based verification routines, valuation orders, and
enforcement acuvities. Revenues collected through these activities represent non-compliance with lease
terms or inaccurate royalty payments. .

FY 1996 Sub-Measures B Target
Amount of late-payment interest charged [Qutcome:
{net) w industry |Continually decrease as timeliness of
o . lvoluntary reporting improves

Percentage of revenues covered by Outcome: '

audits and number of contract setlement | Additonal revenues collected from andic

reviews completed === funetions

Verification Activides  * : ‘Outcome:
Additional revenues collected from
{verification functions

NOTE: In Me longwfm we will increase qﬂ'iamq and effeavveness of our mmplma
resources by refining our avdit and vmﬁmnoﬂ selection technigues and enhancing our system
capabiliies.

We serve many Indian mineral owners. Performance measures of how well we perform our wrust responsibilicy:

FY 1996 Sub-Measures Target
Percentage of Indian revenues covered  |Qutcome:
by audits Additional revenue collected
Percentage of Indian Leases that RMP  |Outcome:
calculates major portion analysis Additicnal revenue collected
Level of Indian mineral owner cutreach | Future:
and number of contacts Continuous contact,
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Budget Overview

The toal FY 1996 budget for the MMS is $763.8 million, an increase of $18.5 million over the FY 1995
enacted level. For current appropriations, the request is $201.2 million, an increase of $6.1 million from FY
1995, Cument suthority will be funded through two appropriations, the Royzlty and Offshore Minerals
Management and Oil Spill Research accounts. Three permanent appropriations, totaling $562.5 million,
provide Stares’ their statutory shares of minenl leasing revenues generated on Federal lands.

Royalty and Offshore Minerals Managcmcnt Appropriation

The President’s request for appropriations in this account is $193.3 million, an increase of $4.6 million over the
FY 1995 enacted level.

OCS Lands Program

The MMS continues to stress the responsible development of the Natdon's offshore energy resources,
especially natural gas. Natural gas from the Federal OCS represents 25 percent of U.S. production and
32percent percent of current total MMS revenue receips. The FY 1996 request of $88.097 millionreflects the
Department’s interest in programs of local significance: assessments of sand and gravel resources for local
communitics’ beach restoration and erosion control; increased involvement of communities in OCS
decision-making; snd funding to university communities for environmental studies. Requested increases of $3
million are netted egainst offsetting collections for a total net program decrease.

Royalty Illanaganthroglwu

The Royalty Management Program (RMP) continues to place top priority on the accurate and timely
collection and processing of mineral revenues on behalf of Indian Tribes, allottees, States and the U.S.
Trcasury. Because RMP has ongoing strategic planning efforts to continuously expand and improve the *
collection of mineral revenues, the RMP was.chosen to be included in many National Performance Review
acdvities. RMP’s FY 1996 budget request of $71.5 million, an increase of $3.5 million, will provide benefits of
local significance in the form of ADP improvements which will allow RMP, State, and Tribal royalty data
systems users easier aceess to RMP daaa for their individual analytical needs, increased cooperative audit
program funding for States and Tribes, and training and other assismnce to encourage Indian Tribes in
achieving self determination and govemance capabilities of their royalty resources.

General Administrati

This activity will be funded at $33.7 million, a net increase of $0.4 million. ‘The increase consists of various
ADP systems enhancements which will facilimte streamlining efforts in FY 1996 and beyond.

Oil Spill Research Appropriation

The FY 1996 request for this appropriation is $7.9 million, an increase of $1.4 million. Of local significance is
the proposed increase to provide for the development and implementation of OPA-90 inspection and
enforcement programs in coastal State waters in the form of cooperative agreements with States.
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Comparison of FY 1996 Request with FY 1995 Enacted
dollars in thousands - _
| ,1 Change
FY 1995 FY1996 | from
) Appropriations Enacted | Request 1995
‘ il Current 1 | ]
Royalry and Offshore Minerals Management $ 188,695 193,348) 4,653
[ == ) FTE |~ 189%|  1863] 27|
Oil Spill Research ' $ 6,440 7892 1452
= , FTE 26| 26| o0
Subtoal Cumrent $ 195,135]  201,240( 6,105}
; FTE 1916 1889l  -27)
o Permanent I n - 2
Minent Leasing and Associated Payments % 547,509] 559911 12,402 |
Payments to States from Acquired Forest Lands $ 1764f 1765 1
|Payments to States from Flood Control Act Lands | $ 83| 844l 8
Subtotal Permanent $ 550,109|  S62,520f 12411}
‘Total MMS $ 745244] 763,760  18,516]
: FTE | _ 1916] 1889  -27

2 Reflects corveation for FTE included in 1995 crifing but for which funding was not enaded {hardrock royalty)

The programs and missions of the MMS are conducted by the major components shown in the organizational
chart in the preceding section and described in demil in the following program namative sections.

Highlights of FY 1996 Request

Current Appropriations

Uncontrollable Changes

A netincrease of $2.119 million and a reduction of 12 FTE from the FY 1995 enacted level will enable MMS
to meet the goal of reducing Federal staff and streamlining its operations, as well as increased pay and other
fixed costs while maintaining a high level of program integrity and performance. Uncontrollable changes are
discussed in detil in the Justification of Uncontroliable Cost Changes.

Programmatic Changes

The following table synopsizes the programmatic changes in the FY 1996 request from the FY 1995 enacted
level. Any remaining difference is due t uncontrollable cost changes. Fusther detail on programmatic
changes are provided in the individual program narratives.
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Programmatic-:- Changes

dollars in thousands
1995 Description
Enacted | . 1996 | Anyremaining difference between 1995 & 1996
to Date | Request levels is due to uncontrollable cost changes.
—_- Royalty & Offshore Minetals Management
'OCS Leasing & 27,581 29,532) +$1.526M for ESP w fund Coastal Marine Imumm md
Environmental . , { University Initiarives to ensure, to the maximum exxent

i possible, that decisions are rooted in a strong scientific
Jframework A +$100K increase for Leasing and

1 JEnvironmental Assessment to support cooperative work

; ulbetmeSandMaimns:ienﬁsutnmhmgc

: ' Jinformation on coastal and marine environmental issues.

J OCS Resource ‘ 16,710] 17, 636.-!-600!(1:0 allow MMS to meet the requirements of

| Evaluation Program i ' | recently enacted Intermodal Surface Transpormnon

‘ |Efficiency Act and amendment to section (k) of the
JOCS Lands Act. These Acts make OCS sand & gravel a

] very realistic source of material for beach restorationand .

- = i —— erosion control projects. =
{OCS Regulal:ory 33,218 34,520 Increase will provide funding for an Altcmatlve
|Program ! Dispute Resolution forum (+$500K) to collaborste with

i constituent groups on 8 wide variery of issues and for
' the eswablishment of improved gir quality monitoring,

s _____|inspecting, and permitting practices (+$267K).

{OCS Information 9,858 6,409}A $3.6 million decrease is based on proposed
Management ‘ ‘ -appropriation euthoriry to retain a greater proportion of
Progeam ‘offsetting collections to fund the ADP modemization
; | effort, the Techmul Information Management ;

= U . ems S).
Total OCS Lands| 87,3671 88,097 ﬂﬂpﬂm
RMP Revenues 1 34214 36,162 The increase would support significant ADP
'Valuation and improvements (+1.330 million} which will provide
(Operations " |benefits to Federal, State, and Indian royalty data users
: : and a growing need for greameonsutucncy input into

MMS' endeavors to simplify and reinvent the royalry

. ___|process (+$100K). =

IRMP Revenue 33,806  35,352|Will allow MMS to 1) work with mtersted Tribesto
Compliance . develop techniques to assist them in managing their

‘own royalty resources as authorized by the Indian Self '
| Determination and improve outreach efforts (+$440K),
{and 2) to provide greater funding for the State and

S | |Tribal Audit Agrecment program (+$500K). _
RMP 1 —_—— —— | Difficult to estimate. $58K in FY 1994. Will

Late Disbursement ro-program during year to meet needs.
Interest
Refund on Behalf of 15
{TotalRMP | es03s| 7
G. Admin - 3,416|

‘Executive Direction
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Programmatic Changes

dollars in thousands -
1995 Description
Enacted 199 | Any remaining difference between 1995 & 1996 T
o Date | L. Jevels is due to uncontrollabl

G. Admin - Policy & 3,812
Mgt. Improvements —— E
‘G, Admin - Admin® | 11,242 11,671|A +$606K mensefor mfnstmcmml mprovcmmts:
‘Operations ‘ upgrade of administrative systems computer, operation |

' of Interior Department Electronic Acquisition System |
(IDEAS), and to develop enhanced IRM capabilities to -

_ — s ' facilitate streamlining efforts, -
G. Admin - General 14,823 14,681 |An increase of $205K to support the increased
Suppore Services : {operation and maintenance of the Wide Area Network

|system based on the greater use of bureau-wide e:mail, :
files transfer, data communications, and integration of
DOI administrtive systems onto the WAN.

Total Gen Admin.| 33203} 33,722}
Total ROMM __ | 188,695] 193348

Oil Spill Research 6,440 7,892|A +$1.412 million increase to fund a cooperative grants |
i 'program with States for the development and
|implementation of OPA-90 inspections and
|enforcement programs in coastal state waters.

Total MMS | 195,135 z01.240
Current : 1 ]
Permanent Appropriations

The following table synopsizes the changes in the FY 1996 request from FY 1995 enacted levels.

Summary of Change
dollars in thousands
1995 | 1996
_| Enacted | Request 5 Description
Mineral Leasing& | 547,509 559,911{Increase to mmnlym increased coal bonuses and
Assaociated Payments | i lum. Sma.ll increase : gasmyulues.
Payments to States 1,764 ' o
from Acquired ;
Forest Lands -
Payments to States | 836|
from Flood Control |
Act Lands

Total Permanents| 550,109) 562

FY 1996 Biidgcl: Jusdification - 24 ' . Minerals Man'aigcmcnit Service



Budget Overview

Appropriation Language Sheet

ROYALTY AND OFFSHORE MINERALS
MANAGEMENT

For expenses necessary for minerals leasing and
environmental studies, regulation of industry
operations, and collection of royalties, as authorized
by law; for enforcing laws and regulations applicable
to ail, gas, and other mincrals leases, permits, licenses
and operating contracts; and for macching grants or
cooperative agreements; including the purchase of
not to exceed eight passenger motor vehicles for
replacement only; [$189,056,000] /\ {, of which not

$193,348,000

less than $68,184,000 shall be available for royalty
management activides] and an amount not to excced
[$8,800,000] A\_for the Technical Information

$12,400,000

Management System of the OCS Lands Activity, to
be eredited to this appropriadon and to remain
available until expended, from additions to receipts
resulting from increases o rates in effect on August
5, 1993, from rate increases to fee collections for OCS
administrative sctivities performed by the Minerals
Management Service over and above the rates in
effect on Scptember 30, 1993, and from additonal
fees for OCS administrative activities established
after September 30, 1993: /\Provided, That

Provided, that beginning in FY 1996 and

$1,500,000 for computer acquisitions shall remain
available undl September 30, [1996]1997: Provided
further, That funds appropriated under this Act shall
be available for the payment of interest in accordance
with 30 US.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 clean-up activities; Provided
further, That, notwithstanding any other provision of
law, $15,000 under this head shall be available for
refunds of overpayments in connection with cerain
Indian leases in which the Director of the Minerals
Management Service concurred with the claimed
refund due A [;Provided further,] that the Secretary

thereafter, fees for royalty rate relief applications
shall be established (and revised as needed) in
Notice to Lessees, and shall be credited o this
account in the program areas performing the
funcrion, and remain available until expended for
the costs of administering the royalty rate relief
provisions authorized by 43 U.S,C, 1337 (a)(3)

,to pay amounts owed to Indian allottees or

shall take appropriate action to collect unpaid and
underpaid royaltdes and late payment interest owed
_ by Federal and Indian mineral fessees and other
" royalty payors on amounts received in settlement or

other tesolution of disputes under, and for partial or
complete termination of, sales agreements for
minerals from Federal and Indian leases:[That the
fifth proviso under the heading “Leasing and
Royalty Management” for the Minerals Management
Service in Public Law 102-512 (104 Stat. 1926} is
amended by striking the words “or payment of civil

" penaley” after the words “result of the forfeiture of a
bond or other security™ and striking the words “or

Tribes, or to correct prior unrecoverable emmoneous
payments; Provided further, that beginning in the
fiscal year 1996 and thereafter,

Minerals Management Service
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imposition of the civil penalty” after the words
“rendered nccessary by the action or inaction that led
to the forfeiture™; Provided further, That where the
account title “Leasing and Royalty Management”
appears in any public law, the words “Leasing and
Royalty Management” beginning in fiscal year 1995
and thereafter shall be construed to mean “Royalty
and Offshore Minernls Management™].

OIL SPILL. RESEARCH

For necessary expenses to carry out the purposes of
tide I, section 1016, and title 1V, sections 4202 and
4303, ttle VII, and tide VIII, section 8201 of the Oil
Pollution Act of 1990,/ [$6,452,000] which shall be

$7,892,000

derived from the Oil Spill Liability Trust Fund, to
[be] A\ available until expended.

remain

FY 1996 Budget Justification
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Justification of Proposed Language Changes
Royalty and Offshore Minerals Management

1. Deletion: “of which not less than $68,184,000 shall be available for royalty management activites”

The language proposed for deletion restrices the MMS from committing fiscal resources to critical

arcas of need. The deletion is proposed to enhance MMS's ability to manage its resources in an

effective and efficient manner. Current reprogramming rcquiremcms provide appropriaw levels of

norification to dleCongresslnml Comminees while permiing reasonable mmagcmcm: ladrude for
_sound program operations.

2. Addition:. “fees for royalty rate relief appllcanons shall be established (and revised as necded) in Notice
to Lessees, and shall be credited to this account in the program areas performing the function, and remain

available undl expended for the costs of administering the royalty rate relief provisions authorized by 43
U.S.C. 1337 (a)3).”

Proposal would allow MMS to retain the application fees for the program areas involved in royaley
rate relief program administration (OMM, RMP, and Gencral Administrative support costs) instead
of funding the TIMS effort. The proposal will allow MMS to charge fees to cover the user costs of
evaluating requests from lessees for Yoyalty relief. Additionally, by having fees set through Notice
to Lessees rather than the regulatory process, cost charges will be more cumrent.

3. Addition: “to pay amounts owed to Indian allotrees or Tribes, or to correct prior unrecoverable
erroncous payments;”

Proposal would allow MMS to use appropriated funds to pay underpaid Tribes and allottees and to
make adjustments to accounts for prior unrecoverable erroncous payments.

4. Deletion: “[That the fifch proviso under the heading "Leasing and Royslty Management" for the
Minerals Management Service in Public Law 102-512 (104 Stat. 1926) is amended by striking the words “or
payment of civil penalty” afeer the words “result of the forfeiture of a bond or other security” and striking
the words “or imposition of the civil penalty” after the words “rendered necessary by the action or inaction
that led to the forfeiture™; Provided further, That where the account title “Leasing and Royalty
Management” appears in any public law, the words “Leasing and Royalty Management” beginning in fiscal
year 1995 and thereafier shall be construed to mean “Royalty and Offshore Minerals Management™]"

Provision permanently enacted; language not required.

Oil Spill Research

1. Clarification: Change “to be available until” to “to remain available™,
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; Royalty and Offshore Minerals Management
ActmtylSubacnwty Changc Crosswalk FY 1996 Budget
FY 1995 | " | FY 1995
Format of FY 1995 Enacted | Format of FY 1996 | Enacted
Congressional Budget to Date { Congressional Budgec | toDate |
_ Outer Continental Shelf Lands __ _ __Outer Continental Shelf Lands |
1 [Leasing & Environmental 27581 1 |Leasing & Environmental f 27,581
Program - Program
FTE: 210 : ' ‘ . FTE: 210
2 [Resource Evaluation Program 16,710 2 |Resource EvaluatonProgram | 16,710
FTE: 212" | FTE: 212 _—
3 |Regulatory Program 1 33218| 3 |Regulatory Program 33.218]
FIE: 348 J FIE: 348 i
4 |Information Management X 9,858 4 |Information Management 9,858,
Program {Program :
FIE: 98 \FIE: 98 :
| 87367 87,367
| TotalOCS_ | | TotlOocs |
Wi Royalty Mamgg.mcnt Progrnm | Rm Mansgcment Program
1 |Mineral Revenue Operations 30481| 1 |Mineral Revenue Operadons |
FIE: 277 | FIE: |
' 2 |Mineral Revenue Valuation & 2 |Mineral Revenue Valuadon & 34,214
Operations {Operations
|FIE: { |FIE: 366 |
3 . |Mineral Revenue Compliance | 12,596fr‘ 3 |Mineral Revenue Compliance 33,806
FTE: 166 | FIE: 393
4 [Mineral Revenue Audit 1 24,838 4 |MinenlRevenue Audit
FTE: 286 : FIE:
. 5 {Indian Allottee Refunds 15{ 5 |Late Disbursement Interest
' 6 |Allottee Refunds 15}
Total RMP___ 67930 | _ Total RMP_ | 68,035
__General Adm:msmuon 1 __General Administration ;
1 |Executive Direction | 3416 1 |Executive Direction 3416
FIE: 42 |FTE: 42
2 |Policy & Management 3917| 2 |Poligy@Bisaggemtimprovement | 3,812
|Impravemenc | Fidgaowinent '
|FTE: 48 | Kd&in#trative Operations
3 ]|Adminiswative Operations 11,242| 3 |Kd&inAfative Operations 11,242
FTE: 204 | \FTE: 204
4 |General Support Services 14,823| 4 |General Support Services | 14,823
_Total Gen. Admin | 33398 |  TomlGen Admin 33,293
Total ROMM ___ |188695|  TotalROMM _ |188,695
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Royalty and Offshore Minecrals Management
~ Activity/Subactivity Change Crosswalk - FY 1996 Budget _
FY 1996 FY1996 |
Format of FY 1996 Pres. | Format of FY 1996 Pres. |
Congressional Budget _Budget | Congressional Budget _Budger |
! Outer Continental Shelf Lands _ . Outer Continenral Shelf Lands _ 3F
1 |Leasing & Environmental | 29532 1 'Leasing & Environmental | 29,532}
Program Program |
FTE: 210 : FIE: 210 ‘
2 |Resource Evaluation Program 17,636/ 2 |Resource Evaluation Program 17,636
FIE: 212 FIE: 212
' 3 |Regulatory Program 34,520 3 |Regulatory Program 34,520
FTE: 348 FTE: 348
4 |Information Management 6,409 4 |Information Management 6,409
Program Program
FIE: 98 FTE: 98
__TotalOCS | 88,097 TotalOCS | 88,097|
Royalty Management Program __ 1 Royaley Management Program ;
1 |Mineral Revenue Operadoris 32,338 1 |Mineral Revenue Operations |
| FIE: 217 FTE: . ‘
' 2 |Mineral Revenue Valuation & 2 |Mineral Revenue Valuaton & 36,162
: Operations ‘Operations ‘
! FTE: FIE: 366 .
- 3 |Mineral Revenue Compliance 13,295| 3 |Mineral Revenue Compliance 35,352
3 FIE: 166 FIE: 393 |
1 4 ‘|Mineral Revenue Audit 25,776/ 4 (Mineral Revenue Audit |
FTE: 286 FTE: '
5 }Indian Allottee Refunds 15| 5 |Late Disbursement Interest ' ]
_ | 6 [Allotrée Refunds 15
| Total RMP | 71424| Total RMP - 71,529|
" _General Administration | General Administradion ol
1 |Executive Directon 3484 1 |Executve Directon 3484}
. FTE: 42 ‘ FIE: 42
2 |Policy & Management 3,991} 2 |[Policy & Management 3,886
Improvemenc 1 Improvement
FIE: 48 | FIE: 48
3 |Administrative Operations 11,671} 3 |Administrative Operations 11,671}
FTE: 204 | |FIE: 204
4 |General Support Services 14,681] 4 [General Support Services 14,681
___Total Gen. Admin | 33,827 Total Gen. Admin | 33.722|
_Total ROMM ____ 193,348 Total ROMM 193,348|
Mincfnls M;nagcmcnt Service 29 FY 199 Budger Justification
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Justification of Crosswalk Changes

The crosswalks reflect the changes in the Royalty Management Program’s (RMP) organizational and budget
structurc as approved by Congress in the spring of 1994, To meet the challenges of screamlining initiatives,
RMP consolidated its program under two, instead of the three, Depury Associate Directors.

This consolidation was achieved by consolidating the:

= Rulemaking and valuation functions of the DAD for Mineral Revenue Compliance under the
new DAD for Mineral Revenue Valuation and Operations

= Verification functions of the DAD for Mineral Revenue Compliance under the new DAD for
Compliance. ,

Additionally, one FTE and associated support costs have been moved from Policy, Management and
Improvement to RMP, reflecting the completion of some Compliance Action Plan efforts.

FY 1996 Budget Justification 7 30 Minerals Management Service
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Summary of Requirements

Appropnatlon
Royalty and Offshore Mincrals Managemént
_ dallaf:s' in thousands I’ _
Unconl:rollable CostChan . FTE Amount | FTE_ | Amount
FY_199511:_mmdem e | 1890 188,605
. chenges IR e
Buyout Surchaipe (all Activities) | __155 |
Rentsal Payments (Geweral Support Services) | | 287 ' . -
Working Capital Fund (General Support Services) [ 140]
| One-more Psid Day (all activities) o | 400
1Cost in 1996 of the ]anuary, 1995 payraise (all 487
activities) ' ) |
‘Costin 1996 of the January, 1996 payrmaise (all 1,916
jactivities) s
Federal Workforee Rcsu'ucmnng Act (Admm. | -532
Operations} - i .
| Administrative Saeamlining - Executive Order | -774]
12837 (Geneml Support Services) B BN _Ne |
_ Total Ad_lustments ] 12| 2,079 )
FY 1996 Base Budget, ROMM g . =12/190,774
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ﬂown.,_nw w_ra Qn.m.romo Z.m.:ow»_m gw:wn&ﬂmi

Minerals Managci'ncm: Service

| FY 1994 FY 1995 © Change
Comparison by Final Enacted ‘| Uncontrollable | Programmatic |  FY 1996 _ from
Activity/Subactivity Enacted wDate | _ Changes b|_w__.bmma _| _ Request 1995 _
. L _ : | FTE | Amount | FTE {Amount| FTE |Amount| FTE Amount | FTE | Amount| FTE | Amount

OCS Lands | m Bl i .

Leasing & Environmental 227 26,903 210| 27,58t — 325 —| 1,626 210} 29,532 —{ 1,951
|Resource Evaluation 238 19407 212} 16,710 —_— 326 — 600| 212| 17,636 — 926
|Regulatory 360] 35,023 348 33.218] —| 535 ——| 767| 348 3,520 — 1,302
|Information Management 109 12,249 98| 9858 —| 151] —| -3,600] 98] 6409 — ..m.t.—.w,_

_ subtoml os| o3see| ses| mizer| —| 1337} | -607| eesl 88097| —| 730
|Royalty Management { I | | _ | . _

Valuations & Operations 311 s4t00] 336| 34214 —| si8 | —| 1430 316] 66zl 207 1,948

Compliance 366 31,638 393| 33,806f ——| 606 | 5| 940 398] 35,352| S5t 1,546

Late Disb. Intcrest —1 58| — |8 .  — -—
|Indian Allottee Refunds = e =l il .G =1 ==l 0 . Hm. —

ubrowt | 677] es796| 720| esoasl ——| 1ae4 | 5| 2370, 7i4 71529]  -15| _ 3494|

General Administration | “ 4 | | | | kol | !

Executive Direcdon _ 41| 3,553 421 3416 —| 68 _ 42| 3484 — 68
|Policy & Mgmt. Improvement 44] 3,68 47 3812 —|- 74 — -_— 47 3,886 — 74

Administrative Operations 212| 11,767 204] 11,242 @ -12} -177 —_—] 606 192] 11,671 -12 429
|General Suppost Services —| 15316 — 14,823 ——| -347 — 205| ——| 14,681 — 142

__subtoul 2o1|_sasto| 203| 33203 1o -ase | ——| sul 2s1 33gza) 2| o9
Total ROMM 1,908| 193,697 1,890) 188,695  -12| 2,079 | S| 2574} 1,863] 193,348 27| 4,653]
Requirements _ , _ |

1 20 FTE decrease is a technical correction. FY 1995 FTE ceiling includes those FTE for unfunded hardrock royalty program.

32
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Summary of Requirements

Appropriation
Oil Spill Research
dollars in thousands

N

, -. _Uncontrollable GostChangesr M

FTE

_FY 1995 Enacted to Date

Changes

Cost m 1996 of the ]anuan-r-, 1995 payraise

: Cost in 1996 of the January, 1996 payraise _

‘| One-more Paid Day in 1996 — 6
| Buyout Surcharge of $80 per capita _ 2
Total Adjustments i - 40
FY 1996 Base Budget _ 26| 6480
Oil Spill Research .
dollars in thousands -_—
FY : FY | Change
Comparison by . 1994 FY Uncontrollable | Program. 1996 from
Acdviryf Actual 1995 Changes | Changes | __Request 1995 1|
Subactivity | FTE !Amount| FTE |Amount| Amount Amount | FTE | Amount | Amount {.
Qil Spill "10] 5,331 26| 6,440 40 1,412 26 7,892 1,452
Research S| S i S
Total OSR 10| 5331 26| 6,440 40| 1412] 26| 7892} 1452}
Requirements =
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Summary of Requirements

Appropriation
All Permanent Special Funds (Payments to States)
dollars in thousands '
Summary of Base Requirements FTE Amounl: FTE Amount
FY 1995 Enacted to Date P 550,109
Basc Adjustments —_— — i )
FY 1996 Base Budget —

All Permancnt Special Funds (Payments to States)
dollars in thousands
| | FY [ =
Comparison by FY | 1995 | FY | Change,
Activity/ 1994 | Enzcted | Uncontollable | Programmarcic 1996 from
__ Subactivity | Actual | toDate | Changes | Changes | Request | 1995
Permanents . '
| | | ‘ | i
‘Mineral Leasing and 1 519,636 547,509| —_— 12,402) 559,911} 12,402
{ Associated Payments ’ ‘ . 0 |
{National Forest Fund, 2,228 1,764 —_— 1f 1,765 1
‘| Payments to States | ]
|Receipts from lands | 1,229 - 836 L — 8 844 8
acquired for Flood ' ' i !
Control, navigation and
|_allied purposes _ e _ . |
Total Requirements | 523,093| ssea09)  —|  12411] se2s20] 12411]
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All Appropriations
] ]ustlﬁcauon of Uncontrollablc Cost Changcs
dolhfsmt)}amandc . o g |
1995 | 199%
_ = ___Increase/Decrease S Esdmare | Change
B: mtSurchaggc {all appfupnanm,all adivities) - _157)

Required by the Federal Employment Restructuring Act. An $80 per mpm chnrgc (cmployca
on board as of March 31st of cach year. FY 1996 is first budget year since enactment; first year
incorporated in request

RchulPamm_{GmuM&mm) _7 B - | .10750l

_287

The adjustment is for changes in the cost payable to GSA resulting fmm chmga in rates for
: office and non-office space. This change includes the Office of Management and
Budget/Generl Service Administration initiative to control 1995 space cost increase.

WorkmgCapml Fund (General Support Services) s | _aed]

140

The change is for increases in the customary administrative services pmvadcd ona
Deparntment-wide basis. The 1996 request reflects slight increases in printing/reproduction;
telecommunications management; safety and health training; etc. and a large increase to supporc
DOINET. —

One-More Paid Day in Fiscal Year 1996 {meﬂna)‘tom‘. all ad:mtm) | i I , ,

_406

The adjustment reflects the fact that FY 1996 has one more paid day than FY 1995.

(E];st in FY 1996 of the January, 1995 payraise{a appropriations, all activities)| I

493

‘ The adjustment is for an addicional amount in 1996 to fund a nationwide pay increase of 1.6%
| effective in January 1995 ! | —

|Costin FY 1996 of the January, 1996 paymsc (all appropriations, all |
\adivities) ; | = ‘

1,940

5 _ Prowdu for threo-qum:ets of the unmated pavrise of 2.4%

FTE Ussge Reduction - Federal Restructuring Act (Administrafioe | ;;532 .
Operations) . _| -12 FTE |

' Reduction based on ADP enhamemems proposed for 1996 (see Admmsmnve Opcnuons and
Genenl Support Services increase statements) and process reengineering. Many personnel and
procurement processes are being redesigned/simplified to be less staff intensive. With certain
technology improvements to the bureau’s edministrative systems and WAN, fewer staff can
accomplish the same financial management, pcrsonncllpamll, and pmpemylprocurcmen:
_workloads.

s reduced GSA rental ts due to recent downsizing.

Admlms:rauve Strca.mhmng Exncuuvc Ordcr 12837 (Gﬂwml Suppm | -_ -774

The decrcasc is based on reduced spacc rcquu'cmcnts caused by
downsizing of the OCS program - most of the change is in Alaska office

space with some decrease in Washington DC area space.

{Total Uncontrollable Cost Changes i | 29
| -12FTE
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Department of the Interior
Minerals Management Service
Royalty and Offshore Minerals Management
‘Program and Financing
dollars in thousands

. 3 FY1994 FY1995 FY199%
- 14-1917-0-302

i " ____Acrmal Enacted Estimate i

Program by activities:
Direct Program: )

00.0101  Outer Contineneal Shelf Lands. . . . . . . . . 93,991 87367 88,097

00.0201  RoyaltyManagement. . . . . . . .. .. .. 65,573 68,035 71,529

00.0301  General Administration. . . . . . . . . . . .. 33604 33293 33,722

009101 Totaldircctprogram . . » « . + &« ¢ = « - » 193,168 188,695 193,348

01.0101 Reimbumsableprogram . . . . . .. .. . .. 2913 10,350 13,950

10.0001 Totalobligadons . . . . . . . . .. . ... 196,081 199,045 207,298
Financing

214001 Unobligated Balance Avsilable,Startof Year . . . -5,206 -5,682 -5,682
244001  Unobligated Balance Available, End of Year . . . 5,682 5,682 5,682

25,0001  Unobligated balance expiring . . . . . . . . . 3,776 —_—
39,0001 BudgetAuthority . . ... ... ..... 200,333 199,045 207,298
Budget Authonity:
Curmrent .
40.0001 Appropriation... . . . « . . « . . . . - - . 193197 189,056 193,348
40,0078 ReducdonperP1.103-332. . ... .. .. 000 0 -361
42.0000 Transfemred from othéraccounss . . . . . . . . . 500
43.000¢ Appropriadon(total) . . . . . . . ... .. 193,697 188,695 193,348
68.0001  Spending authority from offsetting . . . . . . . 6,636 10,350 13,350
collections e
Relation of obligations to outlays: | - .
71.0001 Totalobligations . . . . . . .. . ... . . 196,081 -199,045 207,298
724001  Obligated balance, startof year . . . . . - . . . 69219 58944 59,713
744001 Obligated balance,endof year . . . . . . . . -58944 59,713  -62,130
77.6001 Adjustment in Expired Accounts . . . . . . . . -3,060 e o
87.0001 Oudays{gross) . . . . . . = « + « « ¢ ¢ « - 203,296 198,276 204,881

Adjustments to budget authority and outlays
Deductions for offsetting collections:

88.0001 Fedemalfunds . . . . . ¢ & v v v o e o 0. -1,636 -1,550 -1,550
88.4001 Non-Fedemlsources . . . . . . . « « + . - . -5,000 -8,800 -12.400
88.9001 Toul, offsetting collecdons. . . . . . . . . . . -6,636 -10,350 -13,350
89.0001 Budgetauthority(net) . . . . . . . . . 193,697 188,695 193,348
90,0001 Oudays(net) . .. . .. .. .- .« - .. 196,660 187,926 190,931
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Minerals Management Service
Royalty and Offshore Minerals Managcmcnt

Object Classification
dollars in thousands
FY1994 FY1995 FY199%
14-1917-0-1-302 B _____Acrual Estimate Estimate
Direct Obligations:
Personnel compensation .
111.30  Full-uimepermanent . . . . . . . « . « . . . 89,270 89,667 92,369
111.30 Other than full-time permanent . . . . . . . - 1259 1,260 1,260
111.50 Other personnel compensation. . . . . . . . . . 2,098 2,100 2,100
111.80 Special personal services payments. . . . . . . . .. 40 40 40
11190  Total personnel compensation . . . . . . . . . 92,667 93,067 95,769
112.10  Civilian personnelbenefits. . . . . . . . . . . 19402 19291 19,253
113.00 Benefits for formerpersonnel . . . . . ., ., . 1,372 1,965 2,122
121.00 Travel and wransportation of petsons . . . . . . . 3,160 2,948 3471
12200  Transporationofthings . . . . . . . . . . . .. 278 260 275
123.10 Rental paymentstoGSA. . . . . . . . . . .« 10,516 10,750 10,262
123.20 Rental paymentstoothers. . . . . . . . . . . ... 60 55 55
123.30 Communications, udlides and
miscellaneouscharges . . . . . . . . . . . . . 2377 2,217 2,489
124.60 Prindngand Reproduction . . . . . . .+« . . . 452 421 423
125.10  Otherservices . . . . . . R Lo . o P 32 30 30
125.20° -Otherserviees . . . . . . . . ... .. ... 59,953 50,306 51,053
126.00  Supplicsandmaterials . . . . ... ... .. 3,160 2,948 3,247
131.00 Equipment . . . . . . . . ¢ oo v v 4,681 4,366 4,826
141.00 Grants, subsidies, and contibutions . . . . . . . . . 58 54 54
14400 Refunds . .. ........¢000 000 —_ ___ 15 15
199.00  Subtotal, direct obllgauons .......... 193,168 188,695 193,348
Reimbursable Obligations:
21110  Fulldmepermanen . . . . . .. . . .. ... 166 166 166
21130 Other than full-dme permanent . . . . . . . . . . 4 4 4
211.50 Other personal compensation. . . « . . . . « + + & 4 4 4
211.80 Special personal servicespayments . . . . . . . . . 2 2 2
212,10 Civilian personnel benefies, . . . . . . . . ... 135 153 153
221.00 TravelofPemons. . . . . . . . ... ..... 195 195, 195
222.00 Trnnsportadonof Things . . . . . ... ... .. 14 14 14
22330  Comm, Utilides &MscChrgs. . . . . . . . . . .. 4 4 4
225.20 Otherservices . . . . . & « & & 4 « v « « « « 2,317 9,000 11,858
226,00 Supplies&Materials . . . . . ... ... . 8 308 600
231.00 Equipment . o v & v v o ¢« 4 v 0 0 5 0 0 » . . 64 500 950
299.00  Subtotal, reimbursable obligations . . . . . . . 2,913 10,350 13,950
999.90 Toml Obligations. . . . . . ... ... .. 196,081 199,045 207,298
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Department of the Interior
Minerals Management Service
Oil Spill Research
Program and Financing
dollars in thousands

: FY1994 FY1995 FY19%
_ 14.8370-0-302

) Acmial Enacted Estimate
Program by activities:
Direct.Program:
009101 Tomldirectprogram . . . . . . +« « « « « & & 5,288 6,440 7,892
01.0101  Reimbursable program. . . . . . . . . e e e e 265 260 260
10.0001 Tomlobligadons.. . . . . . . . . . « « .. 5,553 6,700 8,152
Financing: :
214001 Unobligated Balance Available, Startof Year . . . . -167 -210 =210
244001  Unobligated Balance Available, End of Year . . . . 210 210 210
25.0001 Unobligated balance expiring . . . . . . . . . R — e
39.0001 BudgetAuthority. . . . . .. ... .. ... 5331 6,440 7,892
Budget Authority:
Current:
400001 Appropriation . . . .« . . 2 . e 0. e 5331 6,452 7,892
40.0078 ReductionperPL.203-332 . . ... .. .. ... .. -12
43.0001 Approprationftotal) . . . . . .. .. ... 5331 6,440 7,892
68.0001  Spending authority from offsetting collections . . . 265 260 260

Reladon of obligations to outlays:

71.0001 ‘Total obligations. . . . . . . oran RS o 5,553 6,700 8,152
724001  Obligated balance, sartofyear . . . . . . . . . 1,203 2,093 1,926
744001  Obligated balance,endof year . . . . . . . . . 2,093 -1,926 -2444
87.0001 Outlays{(gross) . . . . « « « « - . . . 4,664 6,867 7,634

Adjustments to budgetauthority and outlays
Deductions for offsetting collections: . . . . . . . . .« o v ..

88.9001 Total, offsetting collections. . . . « . « » ¢« & & o= 265 260 -260
89.0001 Budget authority(net) . . . . . . . . . . 5331 6,440 7,892
90.0001 Outdays(net) . . . « « « + c s ¢ ¢ v 00 e 4,399 6,607 7,374
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Minerals Management Service

Oil Spill Research
Object Classification
dollars in thousands

FY1994 FY1995 FY 199

_14-8370-0-1-302 e -Actual  Estimate Estmate _
Direct Obligations:
Personnel compensation
111,10 Full-imepermanent . . . . . « + « & « + « « « 505 1,526 1,564
111.50 Other personnel compensation . . . . . . . . . . . 7 7 7
11190  Total personnel compensadon . . . . . . . . . . 512 1,533 1,571
11210  Civilian personnelbenefits. . . . . . . .. . .. . 82 352 256
113.00 Benefits for formerpersonnel . . . . . . L. L L. 25 25
121.00  Travel and wansportationof persons . . . . . . . . . 41 42 42
123.30 Communications, utiliiesand . . . . . . . . . . . 8 8 8
[ miscellancouscharges . . . . . . . . . .. .. ..
124.00 Printingand Reproduction . . . . . . . . .. . . . 1 1 1
125.20 Otherservices . . + « « = « « = « « s « « « » 4,609 4,463 5,998
126.00  Suppliesandmarerials . . . . . . ... .. 10 10 10
131.00 Equipment. . . . . .« « o 4 ¢ s ¢t 4 o ... . —_ 6 6
199.00  Subtotal, directobligations . . . . . . . . . .. 5,288 6,440 7,892
Reimbursable Obligations:
22520 Otherservices . . . . v ¢ 4 v 2 4 o s 4 4« 4 s 265 260 260
999.90 Toral Obligations . . . . + - « « ¢ v 4 & o o 5,553 6,700 8,152
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Budget Overview

Department of the Interior
Minerals Management Service
All Appropriations
Personnel Summary

FY1994 FY1995 FY199
Actugl , Estimate Esl:im_a_u_.-.

Direct Funds: .

Full-time equivalentemployment . . . . . . . 1,918 1,916 1,889

Full-dme equivalent of overtimeand . . . . . . . . 5 5 5

holiday hours

*

Reimbursable Funds:

Full-time equivalencemployment . . . . . . . .. 1 —_ e

Full-time equivalentofovertime and . . . . . . . — — _—

hotiday hours

The FY 1995 estimate has not been ad-justcd to exclude FTE associated with denied hardrock royalty request.
The FY 1996 estimate incorporates this correction. )
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Budget Overview

Department of the Interior
Minerals Management Service
Al Appropriations
Employee Count by Grade

 FY1994 FY1995 FY19%
Acwyl Escimate Estimate

ES6l. [ ... 0. .0E 8 SN 3 3 3
ESSi - o o ope oqe o os oo ol MR 5 4 4
ES . ot et e 4 4 4
1 3 z 2
ES2 ....... R R ) S S 1 1 1
- R e 1 1 1
Subtotal . . . . ... ...... .17 15 15
GEIS ... g P . e gt 76 70 68
GS-M . v it 182 178 176
GSI3 & vt et 416 416 414
GSIZ . . v vt 514 516 513
L 220 220 215
GS10 . .... P L e 7 7 6
GS-9 . it 60 66 56
GSAfr. . Tho. L LD SRR 43 4 41
GS-7...... .| P S Y 131 138 133
GS6 . o vve e 109 109 110
GSS5 : .. ... ... S R el A 83 82 84
GS4 . i .t i e 44 44 44
e 7 6 6
GSZ . o et i 3 2 2
GET,. o . N L TR - 6 6

. 6
Subtotal . . . .. ... ... . 191 1901 1874

Total employment (actual/projected), . . 1,918 1916 1,889
end of fiscal year
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Outer Conl:'mental Shelf Lands

(3

Outer Continental Shelf Lands

Strategic Plan

As the manager of the nation’s OCS energy and non-energy mineral
resources, the MMS’s long-term strategy is to assess those resources,
in consulmtion with affected parties, to determine if they can be
developed in afn.environmentally sound manner and, if leased, w
regulate activities to ensure safety and protect the envitonmene. This
long-term strategy affects the way MMS manages the OCS resources
and the way MMS faces the challenge of maintining a balanee
between providing energy and protecting the Nation’s unique and
sensitive environments and other natural resources.

Impact of the Program

About 14 percent of domestic oil and 23 percent of domestic natural
gas are supplied from the OCS. About 33 percent of undiscovered oil
and gas resources undeday these areas. Over $100 billion in federal
revenues have been collected from this program with furcher billions
generated in direct benefits to the national economy, including
hundreds of thousands of jobs.

Mission
The Ourter Continental Shelf

| Lands (OCS) Progtam

significandy contibutes to
nationakenergy, economic, and
environmental policy. The
OCS Lands Act directs that the

program:

¢ Help meet the nadon’s
energy needs;

¢ Provide for environmentally
sound exploration and
development of OCS mineral
resources; and

. "Balance" the various

environmental and resource
issues and concemns of
affected pardes.

Performance Measurement

The low record of oil spills and the overall preference for natural gas has led many to support the OCS as a
sound environmental alternative to other energy sources. On the other hand, some Swte and local
governments have raised concerns about environmental issues and requested further environmental analyscs.
Whether the program is suppon:cd or not does not negate the fact that decisions and policies coneerning the

OCS involve significant national issues.

Though difficult to assess, the prmc:pal pcrfctmanoc measure for the program is whether decisions and
policies involving the OCS are in the national interest, and are based on the best available information and
analyses concerning the various “balancing” considerations. In other words, are these lands being managed
and are activides regulated efficiently and to the benefit of national goals? Itis the job of MMS to efficiently
provide decisionmakers the best available information and analyses for these decisions, and to properly and
cfficiently manage operations to implement MMS environmental and safety regulations.

Reinvention and Streamlining Accomplishments

From FY 1985 through FY 1995, the OCS program’s FTE has been reduced by 281 (24 percent). This has
been accomplished by: (1) reengineering the program in response to national interest and industry actividies;

and (2) streamlining organizations and processes.

The OCS program has shifted its emphasis from pre-lcase activities in broad leasing areas to a more focused
program concentrating on sound and safe development of resources from current leases and pre-lease activities
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only in Alaska and the Gulf of Mexico. This has resulted in the eliminadon of the Atlantic Regional Office,
¢limination of pre-lease activities in the Pacific Region, and significant downsizing of the Alaska Regional
Office. '

The program continues to stress the responsible development of the Nation's offshore energy resources,
especially natural gas. Information management, pursuit of good science, safety, and pollution-free operations
are emphasized. Special attention is being devoted to increased consultative initiatives, and meeting new
responsibilities imposed by legislation such as the 1990 Clean Air Act Amendments and the Oil Pollution Act
of 1990.

Organization and Budget Structure

The OCS Lands budget activity is divided into four subactivities: (1) Leasing and Environmeatal Program;
(2) Resource Evaluation Program; (3) Regulatory Program; and (4) Informadon Managemenc Program. The
Leasing and Environmental Program and the Regulatory Program are further subdivided into program
clements. '

Offshore Minerals Management (OMM) is the organization in MMS that directly manages the OCS Lands
budget activity. Its offices are located in several geographic areas to promote efficiency and to be near major
OCS activity. The headquarters offices are in the Washington, D.C. area, and the three regional offices are in:
Anchorage, Alaska; Camarillo, Califomia; and New Orleans, Louisiana. The OCS Mapping and Survey Staff is
located in Denver, Colorado. .

The Offshore organizational structure does not parallel the budget structure. Offshore organizations receive
funding from the various program clements of the Royalty and Offshore Minerals Management (ROMM) and
Oil Spill Reseatch (OSR) appropriations. Organizational activitics that can be clearly charged to a particular
program clement (e.g. inspections in the Gulf of Mexico Region) are charged directly to that program element.
"The majority of Offshore activitigs are dircctly related o a specific program clement, However, some
activities benefic muldple program elements and, to simplify accounting, are charged to an internal program
element called Executve Direction and Program Support (ED/PS). Obligations against ED/PS are allocated
back to the OCS Lands program elements at the end of cach fiscal year.

Offshore offices that provide policy guidance and program direction (Associate Director, Regional Directors),
coordination of program activities (OCS Advisory Board suppore), and support activides (Office of
Management Support, Regional Program Offices) are charged to the ED/PS program element. The alternative
to funding these offices this way is to split charges several ways in each of the Regions and Headquarters for
positions like the Regional Director and services like copy centers, supply stores, cartographic and editorial
support, budgetary support, documenc distribution, etc., creating a substantial workioad, both internal and
external to Offshore.

The Office of Management Support {(OMS) is funded from the Information Management Program and the
ED/PS program elements. This office provides nationwide coordination and standardization for Offshore’s
ADP operations, provides systems development support for TIMS, maintains the Headquarters Local Area
Nerwork, develops and administers Offshore’s intemal budget processes, coordinates and consolidates
nationwide administrative requirements, maintains the information resources center, and provides centralized
document distribution, editorial, and graphics services. OMS also funds an account to which supplies, movers,
copy services, etc. for headquarter organizations are charged. In the absence of OMS, each program would
have to absorb, monitor and account for these costs individually.

In FY 1994, OMS obligated $3.8M. The FY 1995 allocation is $.5M less, or $3.3M. This reduction is being
accomplished through reduced support to TIMS development end streamlining of the offshore-wide budget
and administrative processes.
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Leasing and Environmental Program

Justification of Program and Performance
Analysis by Subactivity

dollars in thousands
1995 | | 1996 |Change
Enacted | Uncontrollable | Programmatic | Budget ‘ from
(to Date | Changes | Changes |Request| 1995
Environmental] § | 13,419 =l 1526| 14,945  1,526{
Studies| FTE|  — = = =
Leasing &| $ 14,162 325 100| 14,587 425
Environmcnml_ FTE | 210 0 0 210 ol
Assessment] M | [P :
Total] $ | 27,581} 325 1,626| 29532 1951
_LFTE 210} ——— 9 210 o}
Environmental Program
General Description - . e
The Minerals Management Service (MMS) Objectives

environmentsl program is comprised of two
principal program areas, the Environmenual
Studies Program (ESP) and the
Environmental Assessment Program. Both
components directly support all MMS
activities (the Regulatory, Resource
Evaluation, and Leasing Programs) which
manage the nation’s Oucer Continental
Shelf-(OCS) encrgy and non-energy mineral
resources. ‘Thus, environmental staff are
involved in all phases of OCS activity, from
the 5-Year Comprehensive Program (5 Year
Plan) through platform removals. A special
goal of the Environmental Program is to
develop workable solutions for those
industry activities that could adversely
affect environmenmal resources. This allows
development to continue while the
environment is safeguarded. As a resule of
this holisde approach, ke Council on
Environmental Quality (CEQ) and the National
Association of Environmental Professionals
ndmed MMS as the 1994 winner of its Federal
Environmental Quality Award.

# Provide the best available scientific and technical
informadon to suppore decisions on the offshore gas,
oil and hard minerals program which may have the
potential to affect cnvironmental, social and economic
condidons.

v Monitor post-lcase mineral resource developmentto
determine the extent and duration of environmental
effects and potential mitigation measures that can be
used to minimize impacts.

§  Collect and make available to the public information

| needed to analyze, discuss and guide future decisions

] on exploration, development, and production and
lease sales proposed for the 5-year Comprehensive
Program.

v Increasc access to, and usefulness of, information on
the environmental, social and economic effects of
industry activities on exploradon and development of
QOCS resources.

¢ ‘To support MMS and other agencies on
environmental rulemaking affecting OCS activities.

Minerals Management Service
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All environmental assessment, compliance and study activities also help MMS meet obligations required by
numerous legislative authorities, such as the Outer Continental Shelf Lands Act, the National Envirenmental
Policy Act, the Endangered Species Act, the Clean Air Act, and the Oil Pollution Act.

One key method of developing workable solutions is multi-disciplinary problem solving with close
cootdination and cooperadon with numerous public, private business, and government interests. For example,
the MMS is developing a cooperative program with the Fish and Wildlife Service, EPA, and several Gulf of
Mezxico states and industry to assess air quality impacts from OCS activities on the Breton National Wildlife
Refuge (NWR) located in the Gulf of Mexico. Likewise, MMS has worked with NMFS and industry to
develop reasonable safeguards for endangered turtles during removal of platfforms in the Gulf of Mexico. In
the area of oil spill analysis, MMS uses sophisticated ocean circulation modeling to analyze the potendal risks
of oil spills from OCS activities. Through this modeling, the MMS has suppored the U.S. Coast Guard in its
analyses required by the Oil Pollution Act of 1990 regarding tanker transpertation off U.S. coasts.

In the upcoming years the environmental program will continue to suess the need to obain high-quality,
dcfensible scientific information that can then be used as a basis for making OCS Program and environmental
compliance decisions on OCS acavites.

Environmental Studies Program

Description of Program

The Environmental Studies Program (ESP) was established by the Outer Continental Shelf Lands Actas a
prancipal element of a program designed to provide for the safe and environmentally-sound exploration,
development, and production of offshore natural gas, oil, and other mineral resources. The ESP ensures that
environmental, social, and economic information needed for evaluating potential effects of development of the
Naton's offshore mineral resources is'available to its primary customers including Minerals Management
Service (MMS) decisionmakers, the public, States, and other government agencies. The ESP-sponsored |
prajects collect and organize the'large amount of environmental, social, and economic information needed to -
gulde the numerous declslons on the Nation’s offshore mmcral resources.

Since its beginning in 1973, the ESP has completed more than 1,200 studies which have contributed
significantly to expanding the knowledge of the marine environment and species in the Nadon’s coastal
aceans. These studies in the physical, sociocconomic, and biological sciences have helped to develop the
information base needed for assessing the potential risks of offshore mineral development. They have also
provided the information needed o develop workable midgation to minimize adverse impacts on the
environment. Current ESP research efforts focus primarily on informadon needed for decisions on
development/production activities. Such information can be illustrated by several ongoing swdies in the Gulf
of Mexico, the Pacific, and Alaska Regions. (See discussion below.)

At the request of MMS, the National Research Council NNRC) completed a review of the ESP in 1993, The
NRC pointed out many accomplishments of the program and conchided that

“the ESP’s studies have provided important and ussful information to informed dedisions about OCS oil and
gas leasing and, in the process, kave contributed significantly to the accumulation of knowledge about the
confinental skelf areas of the Upited States.”

In addition, the ESP plays a vital role in ensuring that MMS actions and decisions are in compliance with the
National Environmental Policy Act (NEPA) and a wide range of other envitonmental laws such as the Marine
Mammal Protection Act, the Clean Air Act and the Endangercd Species Ace. The ESP was a key factor in
MMS receiving the Council on Environmental Quality’s NEPA environment award.

¢
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Cooperative Research Efforts with Others:
MMS has actively sought out partners in OCS
rescarch, both for their expertisc, and for joint
funding of projects. Stakeholder pardcipation has
been emphasized through the University -
Research Inidatve and more recently the
establishment of Coastal Marine Institutes (CMI)
st the Louisiana Sate University, the University
of California at Santa Barbara, and the University
of Alaska st Fairbanks. <A major goal of these
agreements is to have more research done by
State scientists in the States most likely to be
affected by activity. This will enhance the
credibility of the research results with the parties
most directly concemed with OCS development
proposals. A second major goal is to create an
“MMS-State” partnership in which OCS issues
and concems of murual interest are addressed
cooperatively. ‘These programs were purposely
established in areas with ongoing OCS activity so
that they could study acrual effects, such as
drilling discharges and socioeconomic impacts. In
recognition of the mutual need for aritical
scientific information for resource management
decisions, the CMI program leverages MMS
funds with Scate funds so that more research can
be done. With one to one matching, CMI
leveraging enhances program capabilities by

$3.5 million annually.

In additdon to leveraged agreements, MMS has
numerous other studies ongoing with State
insttutions. Not only do the State and MMS get
the benefit of the research, but many university
students participate. Major physical
oceanography research is being conducted in the
Gulf of Mexico by Texas A&M University and
Louisiana State University. Scripps Institute of
Oceanography is conducting physical
oceanographic research in the Santa Barbara
Channel area off California. ‘The University of
Southwest Louisiana, the University of New
Orleans, and the State of Alaska are conductng
various socioeconomic studies.

With the recent creation of the National
Biological Survey (NBS) within the Department
of the Interior and the transfer of responsibilities
and $4.5 million of appropriaved ESP base funds
for the conduct of studies to address many of
MMS’s biological information needs, MMS has
intensified efforts to interact with that burcav. In
order to ensure that NBS's marine research
provides both timely and appropriately targeted

‘ management decisions for the OCS minerals

' latter to be environmentally unacceprable, and the
' pipeline was successfully routed around the

. on postlease decisions is the monitoring of

| dnilling while at the same time minimizes any
| negative impacts to the Bowhead whales.

-} evaluate the possibility of damage to these

| hypothetical oil spill rajectorics in the various

. minimize risks, it also helps to identify and protect

Examples of ESP Research
Applications:

Research conducted by the ESP is designed
specifically to address information needed to make |
program. For example, MMS environmental
studies on the Flower Garden Banks, 120 miles off
the Texas coast, provide information essential to
sound management of these valuable coral recfs
which are a National Marine Sanctuary. It has
allowed natural gas and oil development to eccur
close by, with the appropriate lease stipulations,
and was used again to evaluate a proposal to run a
pipeline through the reefs, Research indicated the

Sanctuary instead. ‘The National Oceanic and
Artmospheric Administradon (NOAA) recently
presented the MMS with an award in recognition of
its valuable environmental research on the Texas
Flower Garden Banks.

Another example which illustrates research focused

Bowhead whales in the Beaufort Sea to identify
their migration routes and seasonal behavior. This
information provides industry with “windows” for
conducting seismic activitics and exploratory

Some research is used primarily in the sale planning
stages. Concerns for coastal and shoreline habitats
always arise, and ESP research findings are used to

resources, to identify preventative measures and
stipulations if necessary, to identify arcss which
could not sustain any damage, and to idenrify those
areas where no leasing can occur. For example,
ESP research results are used to develop

proposcd leasing arcas. Research results from . .-
physical oceanographic and water quality studies
are used extensively for developing and running

these models. ESP information not only helps to

valuable ecological resources and rehabilitate
affected animals and areas if a spill should occur.

The above-mentioned oil-spill trajectory models
also help spill-response teams in deployment of

continued on next page]
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dam, cooperation and communication must be
both frequent and effective. In keeping the
desire to control costs and minimize duplication
of Federal programs, MMS has increased its
level of coordination with the U.S. Geological
Survey (USGS). MMS and the USGS have
established a process for identification of MMS
planned research efforts which could be
conducted by USGS scientists in @ timely and
cost cffective manner to provide environmental
informadon for MMS’s decision needs.

MMS directs its research to those organizations
which are best qualified to provide the
information in a manner which is cost-cffective
for the government. Several federal agencies
have relevant mandates and established
capabilities and are udlized by MMS to meet it
information requirements to support OCS
development resource management decisions.
Work continues with the Depactment of Energy
on a study of effluent discharges in the Gulf of
Mexico (MMS contributed $200,000 to become
part of a $4 million effort). MMS has several
ongoing efforts with the National Marine
Fisheries Service (NMFS) and the U.S. Fish and
Wildlife Service (FWS) on various marine
mammal, sea wirtle, fish, seabird, and polar bear
studies. MMS is working with the
Environmental Protection Agency on air quality
studies and with the Navy on ocean circulation

modeling in the Gulf of Mexico. MMS supports

meteorological data buoys off the Pacific and
Gulf of Mexico coasts through NOAA’s National
Data Buoy Center. The data from these buoys
are used by the National Weather Service as well
as by MMS.

Plans for Fiscal Year (FY) 1996:

The ESP must continue to seck leveraging
opportunities to conduct the research needed for
ongoing and planned marine minerals
-development activities. Collaboration with other
federal agencies, and cooperative agreements

" with State, local government, and industry will
all be considered in the research planning
activity.

ESP plans for FY 1996 will continue to
cmphasize collection of scientific information to
assist management decisions for safe and
.environmenally sound production activities in
the Gulf of Mexico. The Coastal Marine
Institute at LSU will enter its fifth year,
providing MMS with focused research on OCS

FI

continued from previous page

containment booms and with shore protection
strategies. The information collected is an
important component of MMS’ review of oil spill
contingency plans.

A good portion of the ESP research has long-term
payback. For example, oil-following-drifter research

 being conducted under the ESP is furthering our

technology by developing and field testing satellite
tracked oil-following drifting buoys which mimic
the behavior of spilled oil. The NOAA Hazardous
Materials Response team used the MMS drifters

1 successfully in clean-up of accidental spills off
. Puerto Rico and Tampa Bay. The buoy data assists

both spill modelers and actual oil spill responders to
berter estimate spill pathways, critical information
for oil spill contingency planning and on-the-scene
spill response.

In addition, some research is designed to lay the
foundation for an environmentally sound offshore
sand and gravel program. Studies are underway
which will provide information on the nature and

1 duration of disruption to seabed marine life as a

resulc of proposed marine mining activities, results
of these scientific studies are essentel to program

 planning activitics and prudent decisionmaking,

Some ESP research has unexpected benefits to local
communities. The Bowhead Whale monitoring
study has an unplanned spinoff in that the

| monitoring data are used by local Alaska nadves in

their subsistence hunting. Also, fisheries
investigations in the Gulf of Mexico have shown
that offshore activities often have a posidve effect
on the local economy. For example, recteational
fishing is excellent around the offshore platforms
because fish are atrracted to and some fish
populations are possibly enhanced by the structures,
as if they were reefs. And finally, some MMS air
qualiry data for Southern California is used by Santa
Barbara and Venrura counties in formulating their
local air quality models, an EPA requirement

Because MMS research focuses in parc on oil spill
related impacts, some research findings have been
particularly relevant for accident remediadon. For
example, findings from ESP-sponsored research on
oil-cleaning techniques for sca birds and marine
mammals and on remediation techniques were used by
warkers in the Exxon Valdez oil-spill cleanup operation.
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issues in the marine and socioeconomic sciences. The CMI has been pardicularly successful in establishing a
strong State-Federal parmership with one-to-one sharing of costs with the State. Continued emphasis will be
placed on collection of physical oceanographic data which supports several MMS functions, and collection of
air quality data to determine OCS conaibutions, if any, to onshore air pollution.

Another program focus is to improve understanding of sociocconomic impacts in areas that have expcricnoeed or are
projected for furure OCS activitics. Such research will be carried out in each of the regions. In the Pacific Region
some of this work will be focused through parmerships with the State and local governments, and through the CMI
at the University of Califomia at Santa Barbara. Additional partnerships in the Pacific Region with Scripps Institure
of Oceanography and the Office of Naval Research will allow the collection of needed informatdion on physical
oceanographic processesand the physical fates of oil in the marine environment.

Studies in the Alaska Region will be designed to provide information for management decisions associated
with the Arctic and Cook Inlet plans for lease sales and exploration. Physical occanographic data will be
collected and much-needed research on the fates and effects of oil in the arctic marine environment will be,
carried out through the highly-leveraged CMI at the University of Alaska at Fairbanks. Additionally, the arctic
smdies will be designed so that the information can be applicd to the proposed simultancous lease sale with
Russia.

The National Program office will continue to focus on research efforts associated with the Oil Spill Research
(OPA 90) funds. Sharing of costs and technical requirements with the Office of Naval Research will allow
conduct of important research of coastal ocean mixing and additional physical processes associated with coastal
and oceanic circulation. Collaboration will continue with the USGS to determine cost-effectveness and
technical capability for performance of additional studies by USGS. Biological studies to be conducted by the
NBS for the MMS OCS Program will include important new efforts on marine mammals and sea tunles and’
the continuation of several other projects, mostly in the Gulf of Mexico.

The FY 1996 ESP will focus on OCS areas that are currently experiencing ©CS activities and those OCS arcas
scheduled to have lease sales. No studies are planned for initiation in areas that do-not have any activity or
likelihood of activity in the near future. <

Justification of Program Change
Environmental Studies Program

dollars in thousands
1995 1996
Enacted Request Change
$ 13,419 14,945 1,526
FTE

Increasing the Studies budget by $1.526 million will restore the Program to is FY 1993 base. At this level,
Environmental Studies will be able to fully fund its threc Coaswl Marine Institutes in Louisiana, Alaska, and
California, fund continuing studies ($7,444,000), and initiate some of the highest priority new studies. Fiscal
flexibility is needed to be able to respond to new needs identified during development of the latest 5-Year Gas
and Oil Program, to meet the changing needs of post-lease activities, particularly in the Gulf of Mexico, and to
investigate more fully the social and economic effects of OCS activitics on local communities, both in the Gulf
of Mexico and in Southern California. Additional work on the long-term cumuladve effects of offshore
activities on marine ecosystems is also needed in the Gulf of Mexico, and Southern California. Information and
data derived from environmental studies research contraces arc used dircctly by decision-makers in critical
OCS program decisions to ensure defensible policies, and safe, environmentally sound actvities.
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Environmental Assessment

Offshore Environmental Assessment acdvities support the Comprehensive OCS Leasing Program (5-Year
Plan), the Regulatory Program, and Resource Evaluation Program, including the geologic & geophysical
permitting process, and leasing activities.

Objectives

1. Mimagement of the Environmental Studies Program:
¢ To manage the

Major workloads associated with the management of the Environmental | Environmentzl Studies
Studies Program are: | Progeam;

Evaluating Information Needs —Idendifying the critical ’ ?ﬁ,ﬁ:;ﬁi&:g:;‘
informatdon and data required ar different decision sweps in the OCS proposed and permitted
pre- and postlease program activitics continues to be central to the OCS acdvities: and

studies planning process. While the rescarch is primanly driven by 1 / To support MMS and other
incernal MMS decisionmaking needs, State and local government, and o

R o . e . agencies on envitonmentsl
public concems are incorporated when practicable. Existing information | rfle kings affecting OCS

resources are reviewed and used when possible. activities.

Designing and Contracting Environmental Studies - -
Research — Rescarch projects must be conceptualized and carefully

designed to ensure, not only integrity of the research, but applicabiliry of the data for MMS decisions. Staff
develop Statements of Work and other contractual documents, conduct proposal evaluations for costs, scope
and scientfic integrity, or create cooperstive agreements for non-competitive studies. Recent years have secn
a shift to more cooperative agreements and fewer competitively bid contracts. ESP’s collaboration with
National Biological Sutvey and the Geological Survey exemplify this.

Management of Studies Contracts and Research Products — Oversight, monitoring, and
evaluation of ongoing research efforts is critical to ensure cost containment, timeliness and qualicy of rescarch.
These efforts constitute one of the ESP staff’s major roles. Leveraging research monies by means of Coastal
Marine Institutes has increased the number of individual projects with a corresponding need for increased
oversight

Making ESP Information Available — Making research products available to MMS
decisionmakers, States, local governments, industry, and the public in a timely fashion is an important parc of
the ESP mission. Information must be cataloged, formarted and entered in databases. Announcements,
bibliographies and technical summaries are produced and disseminated. Data is exchanged with interested
parties, and submirted to other Federal agencics. Presentations are given at scientific conferences and MMS's
own Information Transfer Meetings, and public inquiries are processed. Under current developmentg as a
"TIMS information system module, is the automated ESP Information System (ESPIS) which will conain ESP
research results and be available on-line to Federal decisionmakers, States, local governments, and the public.
Recent years have secn increased emphasis by outside groups such as the National Rescarch Council on
improving dissemination of ESP rescarch, and ESP is enhancing this clement.

Collaboration with State, Local, Other Federal, and Academic Institutions —This
clement has increased in recent years as efforts with other Federal offices such as Geological Survey and
National Biologicsl Service have become part of the ESP research program. The ESP historically has
supported collaborative efforts with other organizations, but as research budgets declined, this approach has
become an important way to leverage research monies and to involve regional and national stakeholders in the
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process. The three Coastal Management Instituces in Louisiana, Alaska, and California exemplify ESP’s
efforts in this regard. A good portion of ESP’s rescarch budget is now spent on collaborative efforts requiring
an increased level of staff effort in this area.

ESP Executive and Admimstrative Support — Management of the direction and quality of the
averall Program, in addidon to management of ESP staff, and administrative activities are in this element,
together with operation and coordination of the MMS Advisory Board’s Scientific Committee, Producing
briefings, summaries, and responses to Bureau, Departmental, and Congressional exercises and inquiries, as
well as work on agency and interagency working groups, legal proceedings, and other discovery efforts has’
increased in recent years.

2. Evaluation of Potential Environmental Effects of OCS Adtivities (both proposed industry activity
and MMS laase salss).

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

& MMS Lease Sales;

= Indusay Geologic and Geophysical Permits;

@ Industry Exploration and Development and Production Plans;

& Indusay platform removals;

wr The review of oil spill contingency plans in State waters;

w Oil spill analyses;

wr Coordinating with other agencies and the public on proposed OCS activites; and

& Monitoring industry activities (such as geological and geophysical exploration actvities,
exploration and development/production plans, pipelines, and rights-of-way) for compliancé
with MMS’s and other environmental regulations. :

Before a decision can be made on whether industry or MMS activity should proceed, the environmental .
effects of the proposed actvity must be assessed. If effects are deemed to be adverse, a decision on whether
to proceed andfor plans to midgate these effects must be developed. MMS environmental staff review
proposed plans and prepare the necessary National Environmenal Policy Act (NEPA) documentadon which
describes to the decisionmaker the environmentsl effects the project may cause. If adverse effects are likely,
the activity may not proceed, or the staff actively participates in developing workable mitigation. This directly
supports the Regulatory and Resource Evaluation Programs (approval of plans and permits) as well as the
Leasing Program (lease sales). Workloads associated with these reviews snd assessments of industry activity
primarily include Environmental Assessments and Categorical Exclusion Reviews.

Environmental Assessments are NEPA documents which analyze the environmental impacts of
proposed actions, examine appropriate mitgating actions for use in MMS decisionmaking, and determine if
the action significantly affects the human environment (if so, the preparacion of an EIS is required). Most
EA’s are brief analytical documents requiring about 2 weeks of staff time to prepare.

Categorical Exclusion Reviews (CER) are analytcal reviews of individual actions to dewrmine if
_they may be categorized by the agency according to Council on Environmental Quality (CEQ) guidelines as

Minerals Managcmcntrsrcrvicc 51 ' FY 1996 Bﬁdgct Justification



Leasing and Environmental Assessmenc

actions normally excluded from NEPA requirements. CER’s are very brief documents, requiring less than 1
week of staff ame.

MMS preparcs Environmental Impact Statements (EIS’s) to support OCS program development
and OCS lease sales in all areas. MMS will also prepare an EIS if industry proposes development cutside of
the Westem or Central Gulf of Mexico. About 15 analysts in the Gulf of Mexico Region, with additional staff
support, prepare a lease sale EIS (draft and final) in approximately 20 months. Leasc sale EIS’s in the Alaska
Region require about 30 months to prepare. EIS's are often 750 pages in length, and for controversial sales an
EIS may exceed 1,000 pages. Over 50 staff from Headquarters and the Regions contribute in some manner to
preparation of a 5-Year Program EIS.

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

Ongoing Workloads
. numbers -
1994 | 1995 | 199

_ _ - Acmal | Estimate | Estimate
Environmental Assessments - ___200 245 _222] L |
Categorical Exclusion Reviews | 1147)  1,074] 1,143
Environmental Reports/ Informational 360 410| 460
Reviews _ _Lm e _ — 1
Air Quality Reviews | 1148  1268] 1268
ArcheologyReviews _ ea8| 663 663
Biological Reviews 31 4 _46 )
Qil Spill Reviews { 752 az_zH 822
Oil Spilt Risk Analyses Modeling & 5] 4| 5|
OPA’90 Support to USCG . _
Section 7 ESA Consultations | - 7 3
Draft EISsinPreparation | 5 8 4
Final E_ISsinPrcDmdon e b 2] 3 7
Federal Agency Coord. | _se9| -621] 621
State/Local Coordination _ | ess| 75| 708!
Public Consultation 31 4ss| " 459]

Environmental Assessments. In FY 1994, 200 environmental assessments were prepared to asscss
industry activity in the Gulf of Mexico, Pacific and Alaska regions. The need for environmental assessments is
expected to increase in FY 1995 and change only slightly in FY 1996. Aging offshore gas/oil pladforms in the
Gulf of Mexico are expected to be removed in FY 1995 and FY 1996. EAs are prepared and mitigation
developed when placforms are removed with explosives that have the potential to harm marine turtles or
martine mammals.

Categorical Exclusion Reviews. MMS prepares CER’s to review indusry activity that historically had
little potential for significant environmentl cffects. This includes most exploration and development plans in
the Gulf of Mexico and most G&G permit reviews. Such reviews streamline the MMS workload while still
assessing whether environmental effects could occur. (If significanc effects are even a possibility, an EA must
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be prepared in accordance with NEPA.) In FY 1994, 1,147 CERs were prepared by MMS. CERs ace
expected to decrease slightly in FY 1995 and then increase again in FY 1996 for platform removals in the Gulf
of Mexico, again due to the number of aging platforms.

Environmental Reports/Informational Reviews/Other Reviews. During FY 1994, MMS reviewed
industry plans of exploration, development, and production, in addition to Development Operations
Coordination Documents (DOCD’s) from states with coastal zone management programs in the Gulf of
Mexico. Permitting operations reviews were also conducted providing information to the states for CZMA
consistency determinations and slso for use by MMS for NEPA responsibilities. In addition, air qualicy,
biological sciences, and archeological discipline-specific reviews were conducted on all plans or pipeline
proposals for leases and rights-of-way, site specific and regional. Qil spill contingency revicws are also an
ongoing activity for both OPA 90 compliance and for all industry-submitted plans. In FY 1995 and F Y 1996,
the level of effort is expected to increase slightly consistent with the planned activities of industry in the Gulf
of Mexico Region.

Oil Spill Risk Analyses Modeling. Oit spills and where they potentislly could go are a major public
concemn and must be assessed. Thus MMS prepares oil spill risk analyses for all sales and for selected
cxploration and development plans. In several cases, ocean circulation models were developed in-house by
MMS at a cost of approximately $70,000; previously, such work was contracted out at a cost of over $1 miltion
per study area. Historic spill occurrence research is used to estimate the likelihood of future occurrences of
large spills. In FY 1994, MMS prepared & report on worldwide occurrence of large tanker spills. In FY 1995,
MMS published research on comparative spill occurrence rates for large spills from platforms, pipelines,
tankers, and barges. In FY 1996, MMS will continue to collect data and update information on large spill
oCcurrences.

In FY 1994, MMS performed analyses for Gulf of Mexico Lease Sales 157 and 161, Cook Inlet Sale 149, and
Gulf of Alaska/Yakutat Sale 158. In FY 1995, analyses were performed for Gulf of Mexico Lease Sales 166 and
UWGS, and Beaufort Sea Sale 144. Risk contours were developed for the Gulf of Mexico Region’s analysis of
the sensitive area near the Flower Garden Banks. In FY 1996, analyses will be performed for the next Central
and Western Gulf of Mexico sales, and for St. George Basin Sale 153 and/or Hope Basin Sale 159. Also, at least
onc oil spill risk analysis is likely to be performed to support a Development and Production Plan submitted
for the Eastemn Gulf of Mexico. ’ -

OPA ’90 Support to USCG. Due o MMS expertise in oil spill modeling, the U.S. Coast Guard (USCG)
has asked MMS for assistance to support several OPA projects. In FY 1994, MMS prepared two oil spill
trajectory analyses to support USCG’s review of oil lightering in the Central and Western Gulf of Mexico.
Also, risk contours were developed to support the USCG’s analysis of tanker-free zones off the Pacific coast.
In FY 1995, risk contours were developed to support the USCG’s analysis of tanker-free zones off the Adantic
coast and eastern Gulf of Mexico. In FY 1996, risk contours may be developed to support the USCG's further,
analyses of tanker-free zones.

Draft EIS’s. In FY 1994, MMS staff prepared 4 drafc EIS's for proposed lease sales in the Gulf of Mexico
and Alaska Regions. The draft EISs scheduled for preparaton in FY 1995 and FY 1996 are for sales on the
1992-1997 Comprehensive Program lease sale schedule. EISs are prepared to help assess the effects that the
sales and resulting activity may have on environmental resources, and to develop altematives to the project.
To help identify issues and concerns, consultation with the public, States, and local communities occurs while
the draft EIS is being prepared. ‘This can lead to changes in the project or alternatives. For example, the
Shelikof Strait portion of the Cook Inlet Planning Area was removed from proposed Sale 149 during
preparation of the draft EIS.

Final EIS’s. After receiving formal public comment, a final EIS is prepared which respends to the
comments and provides final conclusions about the environmental effects the sale and resulting activicy may
have. This assists the Department in making final decisions on the size of the sale and any sale specific
conditions under which industry must operate. In FY 1994, MMS prepared two final EISs for lease sales in
the Gulf of Mexico Region. The final EISs scheduled for preparation in FY 1995 and FY 1996 are for sales on
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the 1992-1997 lease sale schedule, Due to an increase in the number of lease sale planned the final EIS
workload will increase in the next two years compared to FY 199%4.

Interagency Coordination. In FY 1994, MMS held approximately 600 formal and informal meetings with
other federal agencies to coordinate work where activides and jurisdiction overlapped. An increased level of
effort is anticipated for FY 1995 and FY 1996, During FY 1995 and FY 1996 MMS and the Environmental
Protection Agency will continue to carry out sgreements whereby the two agencies coopefate in the
preparation of EISs for proposed lease sales in the Gulf of Mexico and Alaska Regions. During this period,
MMS will seck the cooperation of EPA and other Federal agencies for the preparation of the EIS for the
1997-2002 OCS Program. Pursuant to Section 7 of the Endangered Species Act, MMS conducts formal and
informal consultations with the National Marine Fisheries Service and the U.S. Fish and Wildlife Service on -
leasing and regulatory actions deemed to affect an endangered or threatened species and/or its critical habitats.
In FY 1994, 5 formal and numerous informal consultations were conducted for both leasing decisions and
postlease regulatory actions in the Gulf of Mexico and Alaska Regions. Sales currently proposed will require
slightly increased formal and informal leasing decision consultations. For FY 1995 and FY 1996, there will be
an increase in the number of platform removals and related consulations in the Gulf of Mexico.

Beginning in FY 1993, as required under the National Marine Sanctuaries Program Amendments Act of 1992,
MMS carried out formal consultations with the Department of Commerce on activities affecting designated
National Marine Sanctuaries (NMS). This includes any activity near the Flower Gardens NMS in the Gulf of
Mexico, the Channel Islands NMS off California, and the U.S.S. Monitor NMS off North Carolina. Required
consultations will add to the overall increase in this workload.

Federal-State/Local Coordination. To undersmnd issues of concemn to the States, in FY 1994, MMS
held approximately 700 formal and informal mectings with state and local agencies in Alaska, California, North
Carolina and several Gulf Coast states. Reports by the OCS Policy Committee and the National Research
Council recommend that MMS consult more with the Smates, local governments, and the public. Thus an
increased level of effort is anticipated for FY 1995 and FY 1996. The level of éoordinadon with state agencies
and local governments in Alaska will remain high to address environmental issues conceming proposcd lease
sales in Cook Inlet, the Gulf of Alaska, and the Beaufort and Chukchi Seas. Increased coordination in Florida
and Alabama is expected for Development and Production Plan (DPP) EIS planning. Extensive consultation
will continue in Califomia, especially with the, counties bordering the Santa Barbara Channel and Santa Maria
basin. MMS holds scoping meetings, public hearings, information transfer meetings, workshops, and other
public forums to receive public input for the preparation of lease sale EIS’s, postlease asscssments, and the-
collection and dissemination of environmental information. The level of effort needed to accomplish this
public participation will be greater in FY 1995 and FY 1996 than in FY 1994.

Planning And Review. Planning and review for the 1997-2002 OCS Program will require an increased
level of effort by hcadquarters and the Regions in FY 1995 and again in FY 1996. In FY 1994, as required by
OCSLA Section 20(c), MMS initiated Departmental review of the Cumulative Effects Reporc on OCS
activities during 1987 through 1991. This report will be submitted to Congress in FY 1995, Also, in FY 1995,
MMS began preparing the next report covering the period 1992 through 1994 and plans to submit it to
Congress in FY 1996. In FY 1994, environmental compliance reviews were conducted on indusery activides in
the Pacific region with several hundred special conditions applied to the operators monitored. Moniroring of
bowhead whales was carried out in the Beaufort and Chukchi Seas. These review and monitoring activities are
expected to continue in FY 1995 and FY 1996

3 .Support of MMS and other Agencies on Environmental Rulemakings Affecting OCS Adtivities.
This includes:

= Support to MMS’s Regulatory Program in developing regulations and supporting NEPA
evaluadions.
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& Review of environmental laws and regulations prepared by other Federal Agencies.
Major workloads associated with this element are:

Support for MMS Regulations.

The Environmental Assessment Program provides policy direction for OCS activities connected with
environmental laws, such as air and water quality, endangered species, and historic sites. This entails reviews
of MMS rulemaking and regulatory activities for compliance with the Nadonal Environmental Policy Act, and
the delivery of technical assistance and environmental oversight for MMS program activities required under
the Nation’s environméntal laws such as the Endangered Species Act, the National Historic Preservation Act,
the Clean Air Act, and the Clean Water Act. In FY 1993, the program assisted in the development of an MMS
rules handbook and implementation manual for the OCS Civil/Criminal Penalties Program. In addidon,
NEPA reviews and technical support were provided for MMS rulemaking governing hydrogen sulfide
operatons, oil spill response plans for offshote facilities, non-energy minerals mining and archacological
surveys. Environmental program staff also developed instructional materials for international training,
assessments conceming naturally occurring radioactive materials (NORM), and assessments on air emissions in
GOM.

In fiscal years 1995 and 1996, it is estimated that demand for technical support from ongoing MMS regulatory
programs will be similar to FY 1994, An increase in this workload may occur in responding to issues
concerning NORM on the OCS and MMS's involvement in the London Convention smendments regarding
discharge of low-level radicactive materials into the ocean or seabed. Work continues on revisions to MMS’s
air qualicy reguladons for the Gulf of Mexico in line with the Clean Air Act Amendments. Support for
environmental review and analyses will be needed for MMS rulemaking goveming oil spill response in State
waters, prospecting for hard minerals, shutdown valves and cranes on platforms and other requirements.

The Environmental Assessment Program staff review and prepare technical comments and informarion in
response to congressional legislative activities, significant proposed Federal rulemaking and decisions that
affect and impact MMS programs and missions. Such reviews are needed to help other agencies in developing
workable rules and programs for relevant OCS acdvides. In FY 1994, MMS worked with EPA, NOAA (NOS-
and NMFS), FWS, and-USCG on various rulemaking and legislative proposals conceming air/water quality,
coastal zone management, marine sanctuaries, endangered/threatened species, and oil pollution
control/recovery. Specific examples include extensive work and coordination activities with: (1) EPA on its
new source performance standard (water quality) rules for ecean discharges and air quality rulemaking for
offshore California and the rest of the OCS; (2) NOAA/NOS on sevenl coastal zone management consistency
appeals by the oil/gas indusary; and (3) NOAA/NMFS and DOI/FWS on practical implementation of the
Endangered Species Act and for rules for incidental take of endangered/threatened species. Asa part of the
above activities, a subsmntial number of background/bricfing papers designed to develop DOI policies wete
prepared for MMS and Departmental management on topics including air/water qualiry, coastal zone
management consistency appeals, endangered & threatened species, and national marine sanctuaries. These
activities will continue at a similar pace in FY 1995 and FY 1996.

In FY 1994, the Environmental Program staff continued to work with other Federal agencies on their ongoing
environmental rulemaking and major decisionmaking activities that impact MMS missions. These ongoing
rulemaking and decisionmaking activitics include EPA’s air quality rules and NPDES permits (general and
specific areas), NOAA/NOS's coastal zone management rulemaking and consistency appeals, and
NOAA/NMFS’s and DOI/FWS’s rulemaking for endangered and threatened species. The program staff may
also be involved in reviews and other relevant activities for the possible reauthorization of the Endangered
Species Act.
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Leasing

The following discussion on the leasing activities is organized by 1)
program planning and pre-lesse (S-YEAR PLAN, AEDP,
POSTSALE) and 2) post-lease workloads.

4. Five-Year Program.

Section 18 of the OCS Lands Act (OCSLA) requires the Secretary of
the Interior w prepare and mainmin an oil and gas leasing program
that indicates the size, iming, and location of leasing activity
determined to best meet national encrgy needs, and other objectives
directed by the OCSLA, for the 5-year period following its approval.
Development of a 5-year program, allows an efficient allocation of
planning resources by all concemed: Federal agencies, the coastal
States, the oil and gas industry, and other sakeholders. The curmrent
5-year program covers the period from July 1992 o July 1997.
Preparation of a new 5-ye¢.r program (1997-2002) was initated by a

Federal Reglsner notice publlshcd in November 1994, For each of the =

| v Implementthe Area

Objectives:

« Conduct Policy Analyses and
Dialogue with Constituencics
to develop the 1997-2002
5-Year Program

Evaluatien and Decision
Process (AEDP) for lease sales
scheduled in the 1992-1997
5-Year Program

v Conduct Aleernadive Dispute
Resolution (ADR) to resolve
conflicts and build consensus

three major drafts specified in the OCSLA for preparation of the next S-ycat program, the decision mformnuon
consists of a program decision document and 2 memorandum presenting options for Secretarial decisions. A
draft Environmental Impact Statement (EIS) and final EIS are also prepared.

The 5-Year Program is tailored o fic the different characteristics of the Nation's coastal regions and to respond
to the views expressed by Swates, local governments, and the public. In 1995-1996, work will proceed on
preliminary planning and analysis for development of the next 5-Year Progtam. The draft proposed program
for 1997-2002 is scheduled to be issued in the summer of 1995 and the proposed program would be issued in

FY 1996, The proposed final program would be issucd in FY 1997.

Key Steps in the 5-Year Program Development Process

' FY 1994 | FY 1995 | FY 1996
Acrual

Estmate | Estmate

Solicit [Comments Section 18 (€)(1)] from public via
FR notice . -

Comment Period e — o e

Analysis & Prcparanon of t.hc Draft Proposcd Progmm

Issue Draft Proposed Program {Section 18(cX2)]

Comment Pedod

Analysis & Preparation of the Proposed Propgram

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

Comment Period B .

Analysis & Preparation of the Proposed Final Program__

Issue Proposed Final Program[Section 18(d¥2)] Final EIS

Notification of President/Congress

Approve Program

Not all steps will happen during 1994-1996
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5. The Area Evaluation and Decision Process.

The Area Evaluation and Decision Process (AEDP) includes extensive consultation with States, coastal
communities and other coricered pardes to develop leasing proposals. During FY 1996 mnjor lease sale
planning activities shall continue to include:,

= Contdnued implemenaton of the AEDP for the 1992-1997 5-Year Program.

= Consideration of a more efficient replacement for the AEDP o coordinate and implement the
OCS leasing activiry.

In the nexe few years, a great majority of the leasing workload will be determined bft.hc timing of the
proposed lease sales as follows:

Proposed Lease Sales Schedule
FY | FY | FY | FY | FY |
Sale Number, Area 1995 | 1996 | 1997 | 1998 | 1999 |
152 - Gentral GOM . : "
155 - Western GOM I [ T |
__149 - Cook Inlet| o~ L 1|
157 - Central GOM| =
161 - Westem GOM| D RN
158 - Gulf of Alaska/Yakutat
_144 - Beaufort Sea ‘ =
166 - Central GOM | 1
_Western GOM| - |
Cenml GOM , __1j
_ WestenGOM| | LS
_ 148 -ChuckchiSea| |
159 - Hope Basin |
Central GOM
_Western GOM|_

Note: The amaumaud HNming of the fm:pn' fmm Mm.rala is discussed later in the.
Receipts section

Efforts have begun to review and modify the sale planning process. In the Central and Western Gulf of
Mexico, the process will be more rilored to the annual pace of sales. In the remainder of the OCS, major sale
planning steps may be modified, renamed or moved 1 other positions in the process. Until the new processes
are adopted, the following is a brief descripton of the current AEDP sale planning process and the workload
associated with each element

= Information Base Review (IBR). The AEDP begins with an early MMS assessment
of the information to be used in developing decisions on leasing. Data in MMS files, in
academic insttutions, and new information provided as a result of public requests is reviewed.
An annual IBR will be conducted for the Central and Western Gulf of Mexico sales in 1995 and
1996.
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w Call for Information and Nominations and Notice of Intent (Call/INOI)
to Prepare an Environmental Impact Statement (EIS). The Cal/NOI is the
next step. It is prepared if, as a result of the IBR, no reason to stop or delay the leasing process
is discovered. The Call/NOI invites interested bidders to nominace areas for leasing within a
large planning area, Tt also asks sl interested parties to submic written comments on any issues
of concem. The Call/NOI is published in the Federal Register with a 45-day comment period.
The EIS is also discussed under Environmental Support. A combined Call/NOI is scheduled to
obtin comments on an annual pair of Central and Western Gulf of Mexico sales each year
(1994, 1995, 1996).

= Proposed Action and Alternatives Memorandum (PAAM) and Area
Identification. APAAM is prepared for the decision on the Arca Identification. Ifa
decision is made to proceed with the proposed action, an Arca Identification (Al is made and
announced through a Press Release, along with an announcement regarding the scope of the
draft EIS. The EIS is required by the National Environmentat Policy Act. One PAAM and
Area ID is prepared each year for the Central and Western Gulf of Mexico sales.

w Proposed Notice of Sale (PINS). In preparing the drafc PNS, MMS considers all the
information gathered at both the IBR and the Call/NOI steps. The PNS provides information
to the public on the size, dming, and terms and conditions of the leases. 'The MMS files the
draft EIS with the Environmental Protection Agency (EPA). MMS tells the public that the
PNS and the draft EIS are available for review through Notices of Availability (NOA) published
in the Federal Register. In the Gulf of Mexico, two PNSs are prepared each year, one fora
Central and one for a Western Gulf Sale, Three PNSs are scheduled in 1995 for Alaska, Sale
149 (Cook Inler), Sale 158 (Gulf of Alaska/Yakurat), and Sale 144 (Beaufort Sea). A pair of PNSs
are scheduled for 1996 for combined Sales 148/159 (Chukchi/Hope Basin) to be held
concurrently with a Russian sale.

= Section 19 Letters. Under requirements of Section 19 of the OCSLA, Governors of the
affected States are sent copies of the PNS for their review and recommendations regarding the
size, timing, and/or location of a proposed lease sale. ‘This step is known as the Scction 19
Leters step. In the Gulf of Mexico, 4 letters are prepared for 8 Central Gulf Sale, and 2 fora
Westem Gulf sale each year. In Alaska in 1995, theee letters will be prepared for Sales 149, 158,.
and 144. In 1996, two letters will be prepared for the Alaska govemor for combined sales
148/159. . .

= Public Hearings. Public Hearings arc held during the 90-day comment period following
publication of the NOA of the draft EIS and the PNB, allowing interested parties to discuss
issues of concern. In addition to the Public Hearings, MMS may schedule other meetings or
workshops. Hearings are held after the release of each EIS. One set (in multiple cities) are held
cach year in the Gulf of Mexico for Central and Westem Gulf sales. In Alaska in 1995, three
sets will be held on EISs for Sales 149, 158, and 144, In Alaska in 1996, one set will be held
covering the EIS on Sales 148/159.

= Final EIS and Consistency Determination (CD). After receipt and analysis of
comment on the drafc EIS and the proposed Notice (and consideration of reviews required by
other environmental laws such as the Endangered Species Act), MMS decides whether to start
preparation of a final EIS and a CD. The CD is required by the Coastal Zone Act
Reauthorization Amendments of 1990. The CD’s are sent to the appropriate Smte agencies to
agree/disagree within 45-60 days of their receipt as to whether the proposcd sale is consistent
with the State's Coastal Zone Management Plan. In the Gulf of Mexico, three CD’s were
preparcd for Central Gulf sales in 1994, four will be prepared in 1995 and 1996 assuming
approval of the Texas CZM plan. One CD was prepared for the Western Gulf sale in 1994, but
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two cach will be prepared for the 1995 and 1996 sales. In Alaska three CD’s will be prepared in
1996, one each for Sales 149, 158, and 144,

w Balancing Letters. When the Sccretary decides on the terms and conditions of the lease
sale, aking into consideration comments of affected States, the Governors are informed in
writing whether their recommendations were accepted or rejecred. In the Gulf of Mexico, four
letters are prepared each year for Central Gulf sales, and two letters for Westem Gulf sales. In
Alaska, two lerters will be prepared, one each for Sales 149 and 158.

w Final Notice of Sale (FINS). A minimum of thirty days before a Sale is held, s FNS is
publnshcd in the Federal Register. The FNS includes the date, time, and lgcation of :he bid
opening, the blocks offered, and the terms and conditions of the sale. In the Gulf of Mexico,
two FNS’s are produced each year, one for the Central Gulf sale and one for the Western Gulf
sale, In Alaska, 2 FNS's will be prepared in 1996, one each for Sales 149 and 158.

w Sale. Sales of Federal offshore leases are conducted under competitive sealed bidding
procedures. Bids submitred for a specific lease sale are opened and read in public MMS
adjudicates each apparent high bid to assure that it comnplies with the submitting company’s legal
authorizations which are on file, and for compliance with various regulations and legal notices. Upon
verification, the highest valid bid for each block is evaluated to determine if it meets or exceeds bid
adequacy aiteria. Two sales are held each yeatin the Gulf of Mexico, one in the Central Gulf and
one in the Wesvem Gulf Two sales will be held in Alaska in 1996, Sales 149 and 158.

A bid specific data base is developed which details each bid submitted, companics participating
individually and as joint ventures, percentages of interest by company by bid, bids by lease-term
and royalty rate, etc. Several post-sale data reports are generated and communicated on sale day
to both the Department of Justice and the Federal Trade Commission for antitrust review
purposes. Clearance from both agencies is required before Ieases can be issued.

Bid adequacy is determined in two phases. Phase one has a 3-day time lirmic. Bids not meeting
phase one criteria are technically end economically reviewed in detail during phase cwa which,
by regulation, must be completed within 90 days of sale.

= Conflict Management. ADR encompasses a spectrum of ways to resolve conflicts in licu
of lidgadon, including informal discussions and negotiated rulemakings. The Offshore program
is expanding an ADR approach of collaborating with local interests directly affected by OCS
development, including environmental groups and State and local governments, This expanded
approach includes the establishment of subcommittees of the OCS Policy Committee as well as
the expansion of that committee as an MMS-wide ADR forum. An Alaska Stakeholders
Taskforce has been eswblished to develop recommendations for the new 5-year program.

6. Post-ImseAdjudzZutiop Process,

Once leases are issued, records relating to assignment of record title interest, operating rights, mortgages, and
production status must be maintined for the life of the lease, Leases issued during the late 1940s and carly
1950s are still in a producing status. As of December 1994, the Gulf of Mexico (GOM) Region had

5,123 active leases. As the major oil companies slow their domestic operations andjor shift operations overseas,
an increasing number of federal oil and gas leases are bemg assngned to smaller independent stateside
operators. This mdusl:ry transition has resulted in an ever-increasing adjudicative workload to document
record title, operating interest, and designated operators.
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During the lease assignment process, supplemental bond compliance often is the primary MMS prerequisite
to approval. Such a requirement is nceessary where a lease has existing oil and gas facilities and none of the
post-assignment record tide holders has been deemed supplemental bond exempt. The transfer of producing
leases (with major producrion facilities) from large to small companices increases the risk of a bankruptcy. The
prospect of incuming costs into the millions of dollars for abandonment and cleanup has resulted in MMS
requiring additional security.

The supplemental bond process initially requires a determination of supplemental bond eligibility. The exact
amount of the supplemental bond requirement also must be determined. Official notification of this amount
is made to the operator. Discussions between the operatotflessee representative and MMS regarding the
supplemenml bond requirement are conducted. MMS carefully reviews changes requested by che
openatorflessee representative. Final MMS notification of the requirement is provided to the operator.

Upon sufficient proof of compliance, including coordination with the Federal Reserve Barik, and completion
of other adjudicacion procedures, the assignment is eligible for approval. In the absence of supplemental bond
compliance, the assignment is retumed to the submitter unapproved. The entire process may take 4 weeks to
a year. As of November 1994, there were 61 supplemental bonds on file with MMS with a value of $91.5
million. In addition, there are pending MMS requests for 29 supplemental bonds with a value of $40.7 million.

Ongoing Workload .

Number . i

1994 | 1995 1996 |
_Acwal | Estimace | Estimate

Active Leases| 5,132 s200]  s5300]

Assinments|  1,837] 2,000 2200

. NewCompanicsQualifying]| 74| 80} 85
1 ) ___Qualification Updates| 474 500 525,
Lease/Pipeline Relinquishments| 242 275 300

il ,f:c_asqlPipclir;c Terminatons/Expirations: 440 475 5_0@
SureryBonds| 193} 225 250
Supplemental Bonds] 35| 40| sof

_Non-required Filings|  3,198] 3,500 4,000
' Customer Calls for Information/Assisance 8314| 8,500 _ 9,000
Sl . Customer Visits| 1,404 1,500 1,5004
___Surety Bond Cancellations/ Replacemenc S50} 73 100

Active Lease. Any lease thatis within its initial or primary term or a lease thac has drilling ot productio
acaviry. ;

Assignment. ‘Transfer of specified interest or title of an active lease from one company to another.

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

Qualifications Update. Changes to the initial qualifying company information, such as signing authority,
changes of company name, ot mesger of one company into another.
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Lease Relinquishment. A sttement filed by an active eascholder giving up all rights, title, and interest
in the lease.

Lease Termination/Expiration. A lease that fails to meet or maintain required activity is terminated by
the MMS. An active lease within its primary term which has never had any activity expires at the end of the
primary teem. A producing lease terminates after 90 days of no production. '

Surety Bonds. MMS regulations requirc lessees to fumish lease specific surety bonds condidoned on
compliance with all the terms and conditions of the iease. Lessees have the option to furnish, in lieu of
separate lease bonds, a corporate surety bond for all oil and gas and'sulphur leases held by the company.
Holders of pipeline rights-of-way are required to furnish a scparate $300,000 corporate surety. Some small
companies opt to meet surety bond requirements by pledging U.S. Treasury Notes as security.

Supplemental/Additional Bonds. The Regional Director has authority to require additional
security for Liabilities associated with a specific lease. Some small companies opt to meet this
requirement by pledging U.S. Treasury Notes as security.

Non-required Filings. Indusay has increased non-required filings of documents indicating items such as
the placement of or release from loans secured by the borrower’s interest in the lease. Increased activides may
be due to several reasons:

= filing with MMS is becoming more of an accepted practice with industry even though icis not
required;

= some parish filing fees are high and industry may be saving significant dollars by filing with
MMS only once versus several parishes; and

= industry is finding that MMS filings provide a coordinated reference source for titde searches.

Customer Calls. Numerous phone calls are received requesting information or assistance. There is an
expected increase in customer calls during FY 1996 for several reasons (e.g., 8 computerized assignment
wracking system will allow quicker handling of customer quicstions, and high tumover of industry people has
resulted in a loss of experienced industry representatives).

Customer Visits. Industry representatives ofcen walk into the regional offices for assistance in several
different functional areas such as: the official record title lineage of a lease; company qualification information
as to who in 2 company has been granted specific authorities; who owns/operates specific leases; what
operating tights have been assigned to whom; ctc. The number of visitors may decrease in FY 1996 aftera
proposed computer dial-in system comes on line, This system will enable a person to dial in and view various
fields of information, thus eliminating the need for a visic

R e e 6l ' FY 1996 Budger Justification



Leasing and Environmental Assessment

7. Other Activities.
Leasing Area Maps and Diagrams
Oﬁéoing Workloads  _ i
FY 1954 | FY 1995 | FY 199
Actual :_|'Estimate | Esamate }
] Protraction Diggrams iy :
— NAD 27} 471 _7__7101| 0
i | NaDg3| 133l 1sol 150
____ Official Block Diagrams 5
. NAD27
State Seaward BDY 574 0 ] |
and Limit of 8(g) Zone| ‘
*#Block BDY Blocks| 1,192 300] o
INAD 83 ‘ ‘
State Seaward BDY 505 0] o
and Limic of 8(g) Zone : |
__"*Block & BDY Blocks| of 300 _0
Special Block Diagrams' .0 150 150}
___DataBase Development] 3FTE| 4 FTE| 4FTE
_Baseline Point Development]  1,300{ 7,000 10,000
__A-16Coordination] 1FTE| 1FTE| 1 FTE
*Differences are attributed to the implemenaacdon of NAD 83, the
phaseout of NAD 27 and the development of a.corporate offshore data base.
** A Block and Boundary Block is defined a5 a block generated in order to
populate the B@El}dnté base with lgi;!:oﬁg_t_i__at’g. -

The Outer Continental Shelf (OCS) must be accurately defined to assure that only Federal lands are offered
for lease by the Federal Govemment. This coordinate infrastructure is referred to as the official offshore
"cadastre. Itis being updated to reflect the Agency's efforts to implement the National Oceanic and
Armospheric Administration’s June 14, 1989, Federal Register Notice (54 FR 25318) mandating
implementation of the North American Datum of 1983 (N AD 83). The official MMS NAD 83
Implementation Plan was published in the Federal Register on May 1, 1994,

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

= il Polluton Act of 1990;

= Office of Management and Budget (OMB) Circular A-16, Coordinaﬁon of Surveying, Mapping,
and Related Spatial Data Activities;

@ Executve Order 12770, July 25, 1991, Metric Usage in Federal Government Programs;
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= Executive Order 12906, April 11, 1994, Coordinating Geographic Data Acquisition and Access:
‘The National Spatial Daw Infrastructure; and

@ Artcle 76 of the 1982 United Nations Law of the Sea Convention and Department of State
request to define the fullest extent of U.S. jurisdiction for the entire U.S, coast and that of its
territorics.

The NAD 83 effort will require the MMS to redefine approximately 500 cxisting Official Proacton Diagrams
(OPD’s) and Leasing Maps (LM’s) and 15,500 Supplemental Official OCS Block Diagrams {(SOBD’s) on the
new datum. A number of new official output products will be required in order to define existing NAD 27
leases on the NAD 83 datum, to depict ambulatory leasing boundaries, and to delimit the U.S. Exclusive
Economic Zone (EEZ) and international mariime boundaries. Complete offshore cadastre coverage of all
relevant areas may generate as many as 200,000 diagrams.

The Block and Boundary component of the Technical Information Management System (TIMS) defines and -
mainains the official offshore cadastre. The cadastre uses geographic coordinates to provide accurate Jegal
definitons of the OCS for administrative, jurisdictional, and leasing purposes. Accordingly, the Block and
Boundary component is integral to the development of numetous other TIMS components.

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

Advisory Board Coordmauon

The OCS Advisory Board was established in 1975 to provide advice o the Sccmmry and other officers of the
DOI in performing discretionary functions of the OCS Lands Act (OCSLA). The OCSLA requires that
Interior consult with affected States and other interested partics on all aspects of leasing, exploration,
development, and protection of the resources of the OCS. The Advisory Board provides a formal mechanism
for this consultadon. It directly influences the program by providing a unique forum for conflict resolution and
policy development for this critical national energy program. The board was renamed the Minerals
Management Advisory Board in 1994 to enable it to address royalry-related issues. The new board, the
Minerals Management Advisory Board, is comprised of

& an OCS Policy Commirtee;

‘¢ 2 Gulf of Mexico Offshore Advisory Committee (GOMOAC);
w an OCS Sciendfic Committee; and
@ 3 Royalty Policy Committee.

The OCS Policy Committee advises the Secretary on the national policy implications of managing the OCS
resources. The GOMOAGC advises the Regional Director, Gulf of Mexico (GOM) Region, on all aspects of
OCS development. The OCS Scientific Committee advises MMS on the feasibility, appropriateness, and
scientific value of the Environmental Studies Program. It reviews the relevance of data being produced by the
program and recommends changes in its scope, direction, and emphasis. The Royalty Policy Committee
advises MMS on royalty management and other mineral related policies. The purpose of the OGS committees
did not change with revisions that allow royalty issucs to be addressed by the Board.

The members are appointed by the Secretary and provide advice to officials within the DOI. The

membership is balanced as required by the Federal Advisory Committee Act (FACA) to ensure that all

intzrested constituencies, including the coastal States, are adequately represented. The Advisory Board
,committees convene several times a year and have distinct purposes as explained in their charters.
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The Advisory Board committees frequently appoint subcommittees for in-depth analyses of specific issues,
and their ﬁndm,gs are reported back to the standmg committees. These subcommirttees are dissolved after
they have given their report to the standing committee. Subcommittees are frequently appointed atone
meeting and dissolved at the nexr biannual meeting. The members are appointed by the Ghamnan of the
oCs Pollcy Committee and usually have between five and ten members.

The OCS Policy Committee created four subcommitees in 1994 to address legislative, mineral, oil spill
financial responsibility, and regional issues. The subcommittees are:

& the OCS Legislative subcommittee;
= the Hard Minerals subcommittee;
= the Subcommittee on the Oil Pollution Act of 1990; and
= the Regicnal Stakeholders Task Foree.
The MMS provides supporr for all the Advisory Board committees, including the service of an Executive

Secretary. Such support includes travel expenses for non-Federal committee members, planning and paying
for committee and subcommitzee meetings, and producing meeting records as required by the FACA.

Justification of Program Change
International Activities

dollars in thousands
1995 1996
Enacted Request Chanpe
$ — +100 +100

The increase in funding supports a DOI initiative dealing with U.S./Mexican border environmental issues. As
part of the DOI Field Coordinating Commictee and the Environmenml Education Subcommittee, the MMS
has been designated to coordinate a “Coastal and Marine Binational Information Transfer Workshop” for U.S.
and Mexican interdisciplinary sciendsts in Corpus Chrisd, Texas, in the summer of 1996. Topics of murual-
interest which will be investigated during the workshop include:

= Safety and regulation;

2 Qil spill contingency planning;

s Physical oceanography;

= Biological concemns; and

= Mapping.
At the workshop, scientists from both countries will discuss issues, define opportunities to enhance
information and data sharing, explore the possibility of cooperative research projects, and identify mraining

opportunities related to offshore and onshore gas and oil exploradon, development and production activities of
interest to both nations.
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Justification of Program and Performance
Analysis by Subactivity

dollars in thousands
' ' 1995 1996 | Change
Enacted | Uncontrollable | Programmatic | Budget | from
7 | to Date Changes Changes  |Request| 1995
Resource| $ 16,710 +326 +600| 17,636 +926
Evaluation| FTE 212 0 0 212 0
Program |

Program Description

The RE program acquires and analyzes geologic, geophymca.l and other geoscientfic data and information

essential to support OCS program decisions
and ensures that the Government receives fair
matket value (FMV) for mineral rights to OCS
lands. The program responsxbllmcs €ncompass
all cycles of OCS program activities
identification of broad areas of the OCS
thought to be most promising to contain natural
gas and oil; determination.of specific values for
individual tracts offered for sale; and ensuring
that eventual discoverics are developed and
produced in accordance with the goals and
provisions of the OCS Lands Act and
Amendments. Current known reserves of 3
billion barrels of oil and more than 30 rillion
cubic feet of natural gas will produce several
billion dollars in future royalty payments as
well as contributing approximately 25 percent
of the Nation’s natwural gas production and
more than 12 percent of the Nation's oil
production. Additionally, 100-200 trillion cubic
feet of natural gas and 10-30 billion barrels of
crude oil sre estimated to be discoverable on
OCS lands and may make substantial
contributions in meeting the Nation’s natural
gas and crude oil needs in the future as well as
providing billions of dollars to the U.S.
T'reasury through bonus bids, rentals, and
production royaltes if leasing occurs.

“The majority of the RE program activities are

Obj ectives
The main objectives of the Resource Evaluation (RE)
PIOEram sre to:

- # Obuin and analyze proprictary gealogical and

geophysical (G&G) data and information, and
conduct resource and reserves studies of OCS lands
to determine: (1) whether geologic conditions for
energy or non-cnergy minerals exise, (2) where *
potential concentrations of resources and reserves
are located, (3) the size of the accumulations and
the likely amount of resources those accumulations
may contain, and (4) the economic vatue of the
resources and reserves.

¥ Advise Deparoment and Bureau management on

macters relaced to the OCS leasing and regulatory
programs and issues from a petroleum geology and
resource economic perspective.

v Collect economic data/conduct studies necessary to
support the development of a comprehensive
S-year leasing program and ensure that the public
obtams fair market value from individual lease
sales under that program,

¢ Conduct continuing investigations of OCS lands
necessary to esamate cutrent discovered crude oil
and natural gas reserves by fields and undiscovered
crude oil and natural gas resources (including

_ pcrformcd by geologlsls, geophysicists, speculative resources). continued on next page
pcl:rolcum engineess, and other technical and ; . - il
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support personnel in regional MMS offices
who (like industry counterpares) gather and
analyze data and information pertinent to
the probabilities that natural gas and oil may
exist in areas under study. The MMS uses
proprietary dam and informadon gathered by
industry (under permits issued by MMS
regional offices) as well as academic srudies
and public information to conduct
broad-based resource assessment, such as
the joint “National Assessment” undertaken
with the U.S. Geological Survey in FY
1991-FY 1995, which identifies areas with
promising resource potental for future
program decisions. More detailed analyses
are performed on those most promising areas
to determine the amounts of natural gas and
oil which may exist, whether such

conitinued from prwiaui- page

# Publish/make available timely information pertinent
to the mineral potential of the OCS to the public,
scademia, and private industry.

« Conduct continuing revicws of available bidding
systems and specific bidding variables for leasing
OCS tracts and their effectiveness in accomplishing
the objeetives of the OCS Lands Act and
Amendments.’

« Conduct economic engincering, and geologic analyses
in support of regulatory actions to madify lease
provisions necessary to ensure optimum Govermment .
and private benefits of minerals production. -

accumulations may be economically viable for exploration and development and the mineral and economic
benefits which may result from leasing the area. (These benefits are then compared with the social,
environmentl, and economic costs of leasing.) In the event that leasing is scheduled, very specific studies of
individual macts being offered for lease are undemnaken to esdmate the value of tracts being offered (based
upon the amount of natural gas and oil which may exist beneath the tracts). These values are then used in
conjunction with related market based criteria set forth in predetermined bidding rules to evaluate the
adequacy of bids submitted by private companies—thereby ensuring that the Government receives fair
compensation for leasing these mineral rights. Subsequent to leasing, industry exploratory, development, and
production activities provide additional geologic data and information to RE program offices which is then
incorporated into existing datsbases and may introduce changes to the previous expectations of the area. (For
example, drilling a well may produce oil ot natural gas in zones previously not expected to have oil or natural
gas or may not find oil or natural gas in geologic formations expected to contain these minerals. Whatever the
result, these new “facts” must then be factored into future leasing and valuation decisions.)

The key and cenual components to all
RE functions are the proprietary
geological and geophysical data and
informatdon gathered by private
companics on unleased and leased
lands and the capability to integrate
this data and information successfully
with existing data arid information.
Geaologic assumptions and
interpretations of arcas are constantly
undergoing changes and modifications
inoduced by new information, dam,
geologic schools of thought and
technological improvements (such as
innovations in the collection and
interpretation of seismic data).

The RE program activities also
include the development and

Total U.S. Production of Oil and Natural Gas

Federal OCS vs Onshore/State Offshore
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maintenance of complex ADP-based
databases and mathematical and

Ounshore/State Offshore 7

s

x| 2

_economic models which are used in
fair market value (FMYV)
determinations. Such models and

Federal Offshore | |
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databases are also necessary to evaluate broader sale design options and OCS program and policy issues,
including cost-benefit analyses of potental legislative proposals impacting OCS acrivities, as well as day-to-day
lease regulatory decisions.

Industry Trends In recent years, the oil and natural gas industry practices of collecting and analyzing
geological and geophysical data and information have changed dramatically with the advent and use of
computer-assisted data interpretation and analysis systems. Such systems use powerful computer
workstations, sophisticated software, and massive databases in an integrated and interactive manner to
determine possible locations 6f natural gas and oil accumulations and estimate the size of potental fields. A
significant factor in the process is the incorporation of 3-dimensional (3-D) seismic data. This allows sciendsts
to evaluate geologic featires that were virtually undetcetable using the standard 2-dimensional (2-D) daca.
Several recent major discoveries in the Gulf of Mexico (GOM) have resulted from applying these techniques.
The use of 3-D seismic data in the imaging of subsurface hydrocarbon prospects has resulted in major
“subsalt” discoveries in the GOM.

The other major advance provided by these tools is the abllu:y to integrate extensive amounts of geological and
geophysical data and information into a single i lntctprel:anon. ‘This is often cridcal in defining the subtlc oil
and gas prospects that are today’s exploration targets in mature areas like the GOM.

TIMS Related Activities The MMS had been unable to incorporate 3-D seismic data until a pilot
program was initiated in the GOM Region in FY 1992 as an integral component of the Technical Information
Management System (TIMS) project. As a result, 12 workstations were installed in the GOM Region during
FY 1994 for approximately 100 geologists, geophysicists, and engineers to share. The workstations are an
important tool in performing resource evaluation funceions - including critical tract evaluation/bid adequacy |
determinations as well as field delineadon (reserves) analyses.

The MMS has begun the acquisition of 3-D seismic data (as well as other digital information) currently being
collected by geophysical contractors throughout the GOM Region (as well as other active arcas of natural gas
and oil exploration and development throughout the United States and the world). Using these dam and
information, MMS has begun the interactive evaluation of tracts using workstadons acquired through the
Gcologlc Interpretive Tools (GIT) pilot projcct. Concum:ntly. MMS will convert or selectively repurchase
our cansung 1,400,000+ miles of paper 2-D scismic information and 100,000+ paper well logs, in the GOM
alone, into a form usable by these computer-based worksrauons.

Commencing in FY 1994 a major effort was initiated to integrate historical interpretadons into the TIMS
database. This included the integration of data from approximately 1,000 ficlds and 20,000 reservoirs, prospect
evaluations from previous lease sales, regional maps, seismic navigation dam, and other studies and
investigations. While'this effort is ongoing, the necessary task to populate the G&G database with the huge
inventory of well logs, directional surveys, and velocity surveys will also be undertaken. (See section entitled
G&G Data Acquisition and Analyses for specific informadon.)

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

1. Regulation of Data Collection

Ongoi;lig Workload
Number

1994 1995 1996

) Actual | Estimate | Estimate
G&G Permits Processed and Approved 133 142 150
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The objective of this component of the RE Program involves the development and implementation of the
regulations, rules, and procedures which must be followed by any party which collects prelease G&G data and
information on the OCS for purposes related to mineral exploration, development, or production, The general
purpose of these regulanons (30 CFR Parts 251 and 280) is to ensure that prelease exploration and scientific
research operations in Federal waters do not interfere with each other, with lease operanons ot with other uses
of the area. Adherence w these regulations will ensure that exploration and research activities will be
conducted in an environmentally safe manner and not interfere with other activities occurring in the area.

These regulauons govern the pem-m:ung, data collection, and release of information. They prescribe when a
permit or a notice is required, operating procedures for conducnng activities, requirements and conditions for
release of data and information, and reimbursement to pcnmttcu for rcproducuon costs of the data and
information for MMS. The level of permitting activity is cxpccted to remain at approximately FY 1995 levels
due to resurveylng cfforts by industry (coliecting 3-D seismic data over the entire GOM), as well as renewed
leasing activities in the GOM.

2 G&G Data Aquisition and Analysis

7 bngoing Workioad

Number
1994 1995 1996
__ Seismic Data Acquisition Actual | Estimate | Estimate
2 D ﬂm-!mkr) 25,000 16,000 17,000
{3-D {M) 1,420 1,500 1,550

G&G Data Acquisition, The primary source of the G&G data and information used by the RE
Program is the oil and gas industry which conducts explonation, dcvelopmcnr, and producnon activities on
OCS lands. While the MMS does not petform any direct data collection activities, permits issued to mduscry
for oollecung G&G dau include a stipulation that allows MMS to inspect the dam and selectively acquire
portons for only the cost of reproduction. However, if industry has collected data in areas noc under MMS
jurisdiction, c.g., State waters or adjacent foreign waters, MMS must pay the significantly higher “market -
price” for obtaining such daca.

The dam and information are used by RE geologists, geophysicists, and engineers to perform a variety of
analyses including: (1) regional geologic mapping and analyses to determine major areas of hydrocarbon
potential on the OCS, (2) detailed evaluation of individual OCS tracts to determine the potendal FMV value
of the tract for bid evaluation purposes, and (3) reserve estimates of the known discoveries of oil and gas as
well as the development of resource estimates of possible occurrences of undiscovered gas and oil.

Seismic Data Acquisition. In FY 1994, 53 petcent of all funding allowed for G&G data was for scismic data
acquired in the GOM. Lesser amaunts of funding were for datz acquired in Alaska (39 percent) and the
Pacific (1 percent). The remaining funds were uscd to support the joint MMS/State/Industry effort to publish
the GOM Geologic Atlas Series (sce program subclement #8). FY 1994 was a continuation of a multi-year
transidonal period for MMS in the G&G Data Acquisition and Analyses Component. In FY 1994, 3-D seismic
data continued to be acquired and incorporated into the GOM database. The telative proportion of 3-D
scquisitions to 2-D acquisitions will continue to grow in FY 1995 and later years as full-scale implementation
in the GOM Region proceeds. However, 2-D scismic data acquisitions must be mainuined to evaluare
acreage for scheduled lease sales in Alaska,

Data Convetsion. Concurrently, MMS must initiate a data conversion process ta convere its entire existing
database into a digital form usable by the new computer-assisted workseations - @ project which will take
several years at current funding levels, In some instances, MMS can reacquire some of these data in the.
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newer, digital formats at rates below data conversion prices, as is cumrently being done in the GOM. However,
some older data simply do not exist in this format and must be converted through other methods such as
scamung or digitizing. "This is needed for the Bureau modemization effort in support of mact evaluation,
teserves inventory, regional m.appmg and assessment, and unitization functions. In some cases, such as far
digital well logs, contracrual assismnce may be necessary.

Other Data Acquisidions. Other data acquisitdons include navigational daw sets, dircctional surveys, velocity
surveys, and well logs.

3. Resource Assessment

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

- 'The relative success of this component requires access to and use of a broad array of G&G dat, information,
and studies. Long lead times are often required to identify and determine whether geologic conditions exist
for accumulations of non-energy or energy minerals, whether a basin may be oil- or gas-prone, and determining
the presence of reservoir rocks, source rocks, and similar condicions associated with natural gas and oil
accumulations. The results of this work are subject to change and are updated as new data and information are
generated and acquired. In the carly stages, this component.will focus on entire planning areas, but as more
data and information are acquired, the focus shifts to sale- and prospect-specific areas to be offered for lease, or
which are related to a specific issue, i.e., momtoria, marine sanctuaries, lease buybacks, ete.

In FY 1995 and FY 1996, resource assessment activities will be focused primarily on those tasks necessary to
complete and publish data and information resulting from the joint MMS-USGS National Assessment. This
follows the development of & new methodology to assess the technically-recoverable undiscovered
hydrocarbon resources on the OCS. All of this information, g identification of plays, the assessment of the
hydrocarbon resources that may be present, and theijr cconomic viability, feed into the 5-year oil and gas
program formulation process, specific lease sale decisions, and a myriad of Administration md Congressional
policy and legislative proposals affecting OCS tands.

Additional acrivities occurring under this component are day-to-day activities necessary to provide technical
inpur tw other issues that come about, such as moratoria, marine sanctuaries, shipping and transportation lanes,
DOD and NASA concerns, etx.

4. Resource Estimation (Undiscovered Resources)

"This component of the RE program focuses upon developing estimates of the possible amounts of
undiscovéred, natural gas and oil believed to exist under Federal waters. The estimates are developed using
complex computer models and methodologies using specific gc.ologic mformal:ion, mathematical and staristical
analyses, risk and ptobabllll:y theories, and a varietyof assumptions pemmmg to economic scenafios,
petroleum engineering data, and s variety of additional technical assumptions. Resource estimares can address
vast areas, such as the Atlandc, offshore Alaska, or the entire OCS, but are also made for smaller areas, such as
a particulat lease sale or defemal option. The estimation process rcqulrcs thac estimates be developed for .
“technically recoverable™ natural gas and oil quantities which may exist but are yet to be discovered, as well as
estimates for those resources that may be econom:cally viable for exploration, development, and production
vnder varying economic scenarios. Similarly, estimates of undiscovered resources on traces currently leased are
estimated separately from those unleased lands. All of these must be periodically revised as economic
scenarios and the lease inventory changes in each planning area
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Resource estimates must also be developed to support critical analyses of potential impacts of policy options,
legislative proposals, Environmental Impact Smtements, and industry activities affecting QCS nartural gas and
oil activities — both future and cumrent. Resource estimates for the OCS are required to be condnuously
reviewed, updated, and reported to Congress every 2 years.

Lease Sale Support

During FY 1995, resource estimates were developed for FY 1996 and FY 1997 lease sales proposed in the
GOM Region and the Alaska Region — including the impact of deleting portions of areas being considered for
leasing. The esimates will be used co analyze the potential enviconmental impacts of the proposed sales and
alternatives, and economic analyses necessary to identify decision options for deparrmental officials related to
each specific sale. The FY 1996 activities will support similar analyses and decisions for specific sales being
considered in FY 1997 and FY 1998. Resource estimates must also be developed for special activities of other
miscellaneous OCS issues and decisions, e.g,, legisladve proposals, OCS marine sanctuary designations,
marine boundary negotiations, oil spill trajcctory model, and ather similar special issues.

5. Resowrce Economic Studies

Ongoing Worklded
Number

1994 1995 | 1996
Actual | Estimate | Estimate

Sale related (E®D reporss, NEPA and other 4 4 6
decision documents, bidding system design, st

estimates and price forecasts) ]

Special Studies 30 20 20

This component of the RE program addresses specific economic issues and information associated with the
OCS program as a whole and its relationship to private industry, governmencal entities (e.g., States, Congress,
the Department of Energy, and other DOI bureaus, and the general public. Economic and statistical analyses
are performed which incorporate RE program data and information into the overatll MMS and departmental
leasing policies and program decisions. ‘This function requires sophisticated satistical and analytical modeling
capabilitics and access to a diverse ammay of data sources on: mineral, natural gas and oil prices; indusay
investment patterns; exploration, development, production, and transportation costs; supply and demand
factors; financial market conditions; tax laws; and a myriad of other related issues.

Sale-Related Studies. These are used to design the t2rms and conditions for individual lease sales
including rental amounts, length of primary term, and bidding systems (royalty rates and minimum bid levels).
Other analyses provide information for Exploration and Development (E&D) reports and decision documents
as well as the economic guidelines (prices and costs) for bid adequacy determinations. Broader sale-related
studies are conducted to estimate future revenues and other economic benefits arising from OCS leasing
decisions or policy inidatives. A major effort is underway to revise simulation models (including the bonus
estimating model, IMODEL) to analyze the potential effect of any new leasing systems being developed and
to identify criteria needed to evaluate bids received on tracts using the alternative systems. In FY 1994,
IMODEL was tested and used to develop sale designs that allow carlier consideration of alternative lease
terms and conditions on the pace of leasing and the amounts paid for leases.

In FY 1994, sale-related studies supported two GOM lease sales as well as bonus revenue esdmates. In FY
1995 and FY 1996, analyses will support two Alaska and four GOM lease sales and bonus revenue estimates.

Special Studies. These are gaining importance as the OCS leasing program matures. The economic
analysis expertise of RE is often called upon to analyze regulatory and legislative proposals affecting OCS
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leasing, exploration, development, and production actvides. Ad hac studies address specific policies and
compilations of data needed to analyze overall OCS program acrivities.

In FY 1994, RE conducted special studies addressing proposed legislation on issues like royalty relicf and tax
credits for development of deepwater prospects; buybacks of leases in environmentally sensitive areas; and
alternative leasing strategies. Analyses of alternative leasing strategies, relationship of pre-exploration
probabilities to actual production, rates of retum from OCS development by wact type, incentives to make
marginal prospects in the GOM attractive to develop, and barriers to the expore of Alaskan North Slope crude
oil contributcd to the workload in FY 1995. The last two efforts were in conjunction with the Dcpamncnt of
Enecrgy’s “Domestic Natural Gas and Oil Inidative.” These studies documented the effects of previous
pollcncs and identificd alternatives to cnable the OCS program to function better in thc future.

The FY 1995 efforts will include pursuing rental and royalty options and updating cost dat in support of MMS
tract evaluation responsibilides. In FY 1996 RE will focus its special studies on topics of stimulating leasing
and drilling of new tracts, encouraging production from active tracts, and analytical support for the
Comprehensive Program.

6. Traa Evaluation

Onéoing Workh’)adi
Number

1994 1995 1996

3 . Actual | Estimate | Estimate
Total Tracts Evaluated 500 400 350
Phase 2 Bid Adquacy Determinations 300 250 225

mﬁ' Bid Rejections i 2 2

The tract evaluaton component estimates economic values for rights to mineral resources on individual OCS
wacts. The MMS uscs the values to determine if the high bids received for leases on wacts represent “FMV”
as mandated by the OCS Lands Act. Immediately after a lease sale at which bids are read publicly, MMS
begins the process of dcu:nmmng whether a bid can be accepted and a lease issued, Acceprance of a bid is

based on a two-phase process,

Phase 1 of the process is conducted on a eract-by-tract basis and is normally completed within one week of the
bid opening. Itis designed to accept those high bids where the competitive market can be relied upon w
assure treceipt of FMV or where Government data indicate the tract does not contsin an economically viable
prospect.

Those high bids not accepted in phase 1 receive further evaluadon in phase 2. For those high bids, MMS
geologists, geophysicists, economists, and peroleum engineers prepare detiled estimates of the economic
value of eil and gas resources on each act in phase 2, The high bids are then compared to Govemment
estimates of value. Most analyses are undertaken based upon data available at the time of the sale; however,
additional geophysical and geological dac may be obuained after the sale at the discretion of the Regional
Director. The Regional Director must accept or reject all bids within 90 days after the date on which they are
opened. Any bid not accepted within 90 days is rejected. Companics have 15 days to appeal any rejection.

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

Minerals Managemcnf Service ) ~ FY199% Budgct Justification



'Resource Evaluation Program

The first part of this effort involves enhancing thc model’s abilicy to accurately depict the geologic and
enginecring complexities associated with delineating and developing geologic accumuladons, Thisisin
progress. ‘The second part involves obmining more timely and accurate cost input data.

FY 1994 was a year of increased bidding activity in the GOM. More than 400 tracts were subjected to 3 full
scale (MONTCAR) evaluaton. Eighteen tracts- were rejected, and on two of these tracts the high bidders
appealed their rejected offer. Fewer tracts are expected to receive bids in the two GOM leases sales to be
held in FY 1995, but market conditions at the time of the sale as well as future expectations will determine the
actual number of tracts receiving bids. In FY 1996, sales in Cook Inlet/Gulf of Alaska are scheduled in
addition to the two GOM sales, so bidding activity and tract evaluation efforts are expected to increase in the
Alaska Region.- :

_ InFY 1994, a management control review of RE’s bid adequacy procedures (of which tract evaluation is but
one part) was conducted, and improvements were identificd to obtain better returns for the Nation from the
leasing of OCS resources. Those improvements will be incorporated into the bid adequacy/tract evaluation
procedures in FY 1995 and 1996.

7. Reerves Estimation

“Reserves” are hydrocarbons that have béen discovered, whereas “resources™ are (estimates of) hydrocarbons
that are vet to be discovered. The RE program develops independent estimates of original amounts of natural
gas and oil in discovered fields by conducting field reserve studies on the OCS and periodically revises the
estimates of remaining natural gas and oil to reflect new discoveries or development information and annuat
production. These estimstes are required by specific law to be reported o Congress on a biennial basis. The
primary benefit of this activity, however, is that the detiled geological, geophysical, and engineering '
information necessary to estimate these amounts of natural gas and oil is also used in performing other RE
program functions in arcas with known fields - including tract evaluation, resource estimation, resource
assessment, future production projections, and numerous specific ficld performance studies. Studies of
unproven ficlds are continuing, especially in light of 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 supporting the reserves estimation function also produces vital information for other
OCS program activities as well as Royalty Management Program functions. Cooperative cfforts with the
Energy Information Administration (EIA) of the Départment of Encrgy allows EIA to use MMS estimates to
verify reporting standards and procedures by naturl gas and oil companies and as critical input to their
macroeconomic modeling efforts.

In the GOM Region, geologicmapsand - {7,, Estimated Oil and Natural Gas Resources
reserves estimates have been comple

for 579 of 849 fields proved, 120 of which Federal OCS, Onshore, State Offshore

have been depleted snd abandoned. ¢

There are an additionsl 81 unproved active - /7

fields with no existing reserves studies 100%

sufficient to produce accurate reserves

cstimates. The workload for FY 1995 and FY 5%

1996 will be focused on those activities
niecessary to develop information and data on

these existing ficlds which will be published i

in a geologic atlas of GOM ficlds being

funded by the MMS, the Deparrment of 25%

Energy, and the Gas Rescarch Institute. /
Preliminary geologic studies of proven and 0%

unproven fields continue at a consistent level oil Natural Gas
reflecting the discovery of new ficlds in Offshore State — ;0 :9

deepwater portions of the Central and Onshare . '

Western GOM as well as several recent el Uy E -
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sizable natural gas discoveries in shallow water areas of the GOM along the Central-Eastern GOM boundary.
The work associated with this effort is viral to the evaluation of exploration and production incendves being
considered by Congress and the Department as well as to evaluate the feasibility of production concepts
proposed by the Department of Energy’s Natural Gas and Oil initiative.

Geologic maps and reserves estimates have been completed for all 13 proven fields offshore Southern
California. An additional 25 uniproven fields have yet to be completely evaluated through geologic mapping,
engincering and economic snalyses. During FY 1994, MMS and the California Division of Oil and Gas
continued coopernative studies of offshore proven ficlds and hope to expand such cooperarive efforts in FY
1995 and FY 1996. A unique Federl-State-Industry effort was also launched in FY 1993 and continues in FY
1995 and FY 1996. This effort is aimed at maximizing recovery of oil and natural gas from both State and
Federal ficlds through long-range drilling and cooperative development operations. Both of these lateer
activides require detailed reservoir analyses and geologic mapping efforts carried out through the reserves
estimation activities. '

Though there are no commercial fields in Federal waters off of Alaska, the Alaska Region has worked on
numerous studies, such as the drilling activity associated with the Kuvlum and Wild Weasel prospects. In
addition, they have done preliminary reserves-oriented geologic and engineering studies on the “Swring of
Pearls” study involving those wells/discoveries in the Beaufort Sea that, individually, are noneconomic but
‘aken together might be economically viable o develop.

8. Tedmical Information Distribution

The RE program develops important technical information regarding the hydrocarbon resources on the
Federal OCS which may be useful to industry, Federal and State agencies, and the general public. An
objectve of the OCS Land Act Amendments is that such nonproprietary data and informadon be made
available in a timely manner to assist States, local Govermnments, Industry, and the generat public to pardcipate
in policy and planning decisions related to management of OCS resources. Volumes I and I of the Gulf of
Mexico Oil and Gas Atlas Series will provide very important and significant information to the operators in the
Gulf of Mexico as the series will focus on producing reservoirs, plays, and tie the geology together. This will
be of special assistance to the smaller operators. Other technical information such as reserve reports focus on
the GOM and Pacific Regions. Fhe Field and Reservoir Reserve Esdmates (FRRE) Reports, as well as a
National Reserve Report Handbook give a perspective on national ends of production, additions to the
offshore reserves base, and drilling activity.

In wking steps to address the need to make information available, the RE program has traditionally prepared
OCS Reporw on the geology of OCS planning areas, certain offshore wells, G&G data acquisition, the deep
stratigraphic test (COST) wells, and production projections for the OCS. Publication of these reports is based
upon rime and availability of pesonnel. Each year, as mandated by the OCS Lands Act, RE prepares the
annual report to Congress evaluating bidding results and competition on the previous year’s sales.
Opportunity is also taken to present technical information at professional meetings.

The RE Program is also.working on a series of reports associated with the joint National Assessment with the
USGS. There will be a joint repote with USGS, as well as 3 summary report for the OGS, and individual
regional reports, The OCS reports will provide significandy more information than previously reported
pertinent o the location of.the most promising portions of the OCS for natural gas and ceude eil occurrence, as
well as the number and size distributions of potendal fields in these areas. Because natural gas and oil are so
important to the U.S. economy, there is substantial interest in the resource base from which future gas and oil
production will come. Many readers of these reports will have a strong interest in determining how much gas
and oil is likely to be produced in the next several years from resources yet to be discovered on the OCS.
Important issucs of public policy and private investment hinge on expectations about the extent to which the
United States will be able to meet its energy demands from domestic resources, (such as on the OCS), during
the next two to three decades.

¥
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While each Region mainains its own Total U.S. Reserves

records and assessments with regard to hederal OCS vs Onshord State Offsk
data analysis and prospect and play F L rd e
-analyses in its own area(s), these reports

will present composite information ona /|

Bureauwide basis, as well as on a regional 100%

basis. They are intended for both the
resource assessment specialist in indusoy
and academia, as well as the nonspecialist
(i.e., cnvironmental specialist, local .
- government official, informed public, : 0%
ete.). These teports will provide abridged
technical information that is needed and is

%

5%

used in licu of responding te individual
requests on a regional basis. /
0%
R U : Onahore/State Offsh 2111 816"
« vga F s ore
Activities and Marine Minerals Federal Offshare N i 19
The Marine Minerals Program:

The purpaose of the Marine Minerals

Program is to evaluate the potential of the OCS as ¢ domestic supply source for marine minerals. This
responsibility includes new authoricy granted to the Secretary of the Interior under P.L. 103-426 and delegated
to the MMS. This law, signed by the President in October 1994, amends section 8(k) and 20(a) of the OCSLA
and provides the ability to negotiate agreements for use of OCS sand, gravel, ot shell resources for certain

types of public works projects.

While the Marine Minerals Pn;gmm is responsible for all OCS minernals other than gas, oil, sulphur or salt,
interest in OCS sand and gravel resources has been dominant and steadily increasing. Demand for OCS sand
and gravel is expected to rise due to several factors:

& Contnued State concem over coastal erosion affecting beaches and productive wetland areas;
& Deteriorating transportation infrastructure in coastal areas;
& Rapid depletion of suitable onshore and nearshore sand, gravel and shell resources; and

= Pasmge of P.L 103426 which offers a new alternadve for obtaining OCS sand resources for
cermain public works projects.

ration

State/Federal Coope

The Marine Minerals Program has mken a coopcrauve approach toward resource dcvcloprncnt questions that
has received a very favorable reaction from participating States. States and the MMS engage in joindy-funded
cfforts to identify the need for and availability of OCS hard rmncral resources, and to address environmental
concerns associated with possible development.

As FY 1995 began, the MMS was involved in fourtcen cooperatdive amngements with nineteen States. Ten of
these arrangements deal with the use of OCS sand for coastal restoration along the Atlantic and Gulf Coast.

Other Federal agencics (e.g., U.S. Amy Corps of Engincers (ACOE), U.S. Geological Survey (USGS), Bureau
of Mines, (BOM)) provide technical advice, equipment and other assistance in connection with the MMS.
State/Federal cooperative armangements and serve as members of the task forées or working groups. These
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efforrs also udlize in-kind professional and technical services of participating States to further hold the line on

COStS.
State/Federal Cooperative Arrangements
|  Other- 1994 Actual Cost  |1995 Estimated Cost
_ | Govemment Extended |
Involved Project | Agency : : : in
_Stae | Descripion | Involved | MMS i oS MMS Ot_h“ | 19%
ME, VT,NH | Aggregate BOM $0 $0 $o| $0| Yes™
MACT,RI |  Smdy | USGS | B . e
NY - Restoration ol ol 22363] 8945|  Yes'
NJ Reswration | - ACOE | 100,00(-)1; 100,000 0 0| Yes
DE Restortion | ACOE | 44353 43,500 0 0| Yes
_MD____ | Restoration ACOE | 49087 22000 ol 0] Yes
VA | Restoration ACOE | 100000] 22849] =~ 0 0| Yes
NC Restoration ACOE 79.973] 12,182 75,0000 15,000/ Yes
— | _USGS | ] i -
SC Restoration ACOE 83357 27,295| 85,0000 28,000 Yes
i . S USGS . | i 5 :
GA Phosphorite |  BOM 0 0| 0 0| Yes
AL Restoration | ACOE | 0 0| 60000| 60000 Yes
MS____ | Reswrtion |. ACOE. 0 0 of 0 Yes
LA Restoration | ACOE 26,752 o 32,637 0 Yes |
e USGS — S (S —
X Reswmation | ACOE 75,000 31,127] 0 0 Yes
HI Crust BOM 0 o[ 25,000 0| ° Yes
FL Restoration TBD _ 92,955| 71,130 0| 100000| Yes
AK Envitonmental BOM 0 0 o| o| TBD' |
1 Montoring _ - <
* Not currently under the auspices of a cooperatioe arrangement.
*® One or two States # e~

An important effort was initiated in 1991 o investigate possible environmental impacts of marine mineral
development. Relying primarily on funding from the MMS Environmental Studies Program, the initiative is
aimed at addressing environmental issues eatly and integrating this information into the work of the
cooperative See/Federal task forces. These studies not only evaluate impacts, but have also looked into

feasible mitdgation measures. Studies to date have dealt with the following:

= Existing information on the envitfonmental effects of marine mineral developmeng

"= Impacts of dredging on bottom dwelling organisms;

=@ Environmental impacts of shallow placer mining;

Minerals Management Service
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State/Federal Cooperative Arrangements and Coastal Erosion Map

[C_] Relatively stable

& Marine mining technologics and mitigation techniques;
= Wave climate modeling for coastal and barrier island restoration; and

& Effects of benthic and surface sediment plumes,

For FY 1996, site-specific studies of potential Atantic Coast resource areas have been proposed.

In FY 1995, MMS addressed the methods by which P.L. 103-426 would be implemented. Even before
specific approaches’could be put into place, several coastal areas emerged as prime subjects for the negotiated
agreement process. It is likely that the Marine Minerals Program will focus most of its energies in FY 1995
and FY 1996 on the specifics of implementing the new law and applying it to situations affecdng Virginia, -
South Carolina, Florida, Alabama, and Louisiana. Other State or local governments that are expected to
expand that list during FY 1996 include New Jersey, Delaware, and Maryland.

The first negotiated agreement is likely to be consummated with the State of Louisiana in connection with a
demonstration project to restore Isles Dernieres, a barrier island protecting wetdands in Termrebonne Parish, A
negotiated agreement and demonstratdon project would represent the concluding steps in a muld-year
State/Federal undertaking which identified Ship Shoal as the Federal OCS sand source to nourish the barrier
island.

- The Louisiana coastline is one of the most rapidly eroding areas along U.S. shores. Erosion of Isles Dernieres
has accelerated due to the impacts of Hurmicane Andrew. Consequently, the proposed demonstration project

FY 199 ﬁbdgc: ]usuﬁn_an a 76 B Minerals Manaéément Service



Resource Evaluadon Program

has become more urgent. A great deal of environmental, geologic, and engineering data has been assembled
to carefully design and monitor the proposed project. This effort has become one of the prime examples of
the close working relationship and public benefits that have resulted from the MMS State/Federal cooperative
affangements. s

As procedures for implementing P.L. 103-426 become more esmblished and States understand and see the
potential vafue of negotiated agreements to gain acoess to OCS sand resources, the MMS expects to see a
significant rise in State and local govemment interest in OCS sand. This interest will take the form of
requests to enter into negotiated agreements for OCS sand, or may translate into requests to enter into
cooperative arrangements w jointly evaluate resource needs, environmental issues, and possible options.
These requests will involve States with which we have existing arrangements and new States or local
governments. New problem areas will be addressed, and current efforts will be elevated for consideration for
negotiated agreements for specific public works projects. Regardless of the partcular strategy, as the new
century approaches, MMS will find itself faced with increasing demands for OCS sand resources.

Justification of Program Change
Marine Minerals Program

doliars in thousands
1995 1996
. Enacred Request Change
$ 300 900 +600

The increase in funding will address two significant factors contributing to the demands on the Marine
Minerals Program: (1) the passage of P.L. 103-426 in October 1994, and (2) increasing State and loca} _
governmenc interest in mitgatng severe coastal erosion and infrastructure problems. The new law provides a
vehicle whereby State and-local governments can putsue new Federal options for addressing their coastal
erosion problems.

P.L. 103-426 allows for non-competitive conveyance of rights to OCS sand, gravel, or shell through a
negotiated agreement process for certain public works projects. Since this process provides greater certainty to
State or local governments than the competitive process, demand for OCS resources covered by the new law is
expected to increase significandy.

While the new law will act as a catalyst, underlying factors that are promoting the demand for OCS aggregate
resources include:

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

= Growing coastal populations desiring recreational sites;

= Diminishment of wedands.

& Increasing importance of coastal natural and recreational areas on coasml economies; and

= Deteriorating infrastructure and the impact of the Intermodal Surface Transportadon Efficiency
Act.
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The Marine Mincrals Program sand and gravel initiative has been proposed to meet the convergence of these
factors with the passage of P.L. 103-426.

The funding increase will be directed to:
w Costs associated with requests for negotated agreements;

s New requests for_joint (State/Federal) work to address coastal erosion problems (as a precursor
to negotiations); . i

= Pilot projects to initiate the new process and demonstrate the effectiveness of joint planning and
a careful scientific approach to Tesource use;

= Tests of modeling programs and mitigation measurcs devised to improve project performance
and minimize impacts; and ‘

= Accommodate environmental scudy needs that cannot be addressed through the MMS
Environmental Smudies Program because of long-range notice requirements.

International Activities:

International activities consist primarily of:
= Providing technical advice to the Deparunent of State;

w Exchanging appropriate scientific information with other offshore Nations which benefit
domestic actvites; and

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

Authority for international activities is derived from: DOI Sectetarial Order 3071 which conferred functions of
the former USGS Conservation Division to the MMS, the OCSLA, the Foreign Assistance Act, the Nadonal
Environmental Policy Act, and other sources. i

[

Technical Advice to the Department of State

In FY 1995, the MMS expects to provide technical support to the Deparsment of State on a variety of issues of
interest to the MMS. Among these topics will be the Arctic Envitonmental Protection Strategy and the new
U.S. Arctic policy announced in September 1994. The strategy will be implemented through a number of
waorking groups to which the MMS expects to lend suppore Arctic monitoring and assessment, conservation of
Arctic biota, emergency response measures, and marine envitonment protection. Intense activiry is
anticipated when the Senate reviews the Convention on the Law of the Sea prior to the “advice and consent”
vote. In preparation, the MMS will monitor activities and prepare recommendations for the .S, working
groups on issues dealing with decp seabed mining. The MMS will also be involved in preparation of delegates
for 1995 mectings prior to the 1996 session to amend the London Convention *72. Preparadon of the U.S.
positions related to sub-seabed emplacement accessed from the sea and the proposal to exempt currently
allowable discharges into the sea from normal gas and oil operations will rank high on the MMS agenda.

In FY 1996, the MMS expects to continue to provide technical support, probably in the range of 10 to 20
subject areas. Following Senate action on the Convention on the Law of the Sca, the MMS will prepare
necessary documents and draft appropriate Icgislaion. The MMS will also participate in preparadon of U.S.
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delegates to the sessions scheduled to convene in November 1996 to amend the London Convention *72. Itis
possible that the “Montreal Guidelines” (for land-based sources of marine pollution) will become the vehicle
that environmentalists will swrive to apply to normal operations occurring on gas and oil placdforms.

Exchange of Scientific Information

In FY 1995, cooperative research programs and exchange of scientific information will continue with Australia,
Canada, Indonesia, Norway, Russia, the United Kingdom, Venezucla, and other counties as approprate.
Research topics include detection and aeatment of oil spills, risk assessment of offshore installations and
environmental impacts related to marine mineral mining. These studies and shared results will help the MMS
be even more effective in protecting human life and the marine environment. Cooperation may also extend to
the Ministry of Peroleum and other agencies in Egypt. In FY 1996, cooperative efforts will most likely
continue at the same level as FY 1995.

Cost Reimbursable Technical Assistance

In FY 1995, the MMS will continue to be engaged in a project funded by the U.S. Agency for Intemnational
Development (AID) to help establish an insttutional framework in Russia for attracting investment by the
private sector in gas and oil development. Training will be provided in Western Siberia, the Russian Far East,
and possibly the U.S. )

The MMS and the Committee of the Russian Federation on Geology and Use of Mineral Resources
(ROSKOMNEDRA) have agreed to work together on holding a simultancous lease sale in the Chukchi Sea.
Under this concept, the two govemnments would work together to develop their respective sale proposals,
sharing environmental, cultural, and economic analyses, but would make final decisions on the terms and
conditions of the offerings on an individual country basis. In support of these actvides a serics of AID-funded
training seminars will be conducted in Russia and Alaska. In FY 1996, the AID-funded Russian training
program will most likely continue as will seminars in Russia and Alaska in preparation for the simultancous
lease sale in 1997.

A final training program will be conducted in Hungary for the Hungariﬁx Mining Office and a workshop on
Regional Oil Spill Response Preparedness Planning will be conducted in Jakarwm, Indonesia in February 1995.

Requests, for technical assistance, from one or more agencies in other countries are possible but impossible to
predict at this time. Iy
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Regulatory Program

Justification of Program and Performance
Analysis by Subactivity

dollars in thousands
- 1995 1996 | Change
Enacted | Uncontrollable | Programmatic | Budget | from
to Date Changes Changes  |Request| 1995 |
Regulationof| $ | 31541 515 767 32823) 1282}
Operations| FTE|  335] o 0] 335 0
Technology| $ | 88s| —— — 885 0
Assessment &| FTE -— == —_ — 0
Resecarch| = | et | - —

Oil and Gas| $ 792 20 — 812, 20
Information{ FTE| 13 oo 00— 13 0
Total| $ | 33218 535 767| 345200 1,302

FTE| __ 348 o o 48 o

Objectives

Regulation of Operations

The-budget subactivity titled Regulatory Program is
subdivided into three program clements: Regulation of
Operations, Technology Assessment and Research, and
Oil and Gas Information.- Each of the three program
¢lements is deseribed in greater deil, below, following
the Offshore Operations Overview and the Offshore
Operations Prioritics sectons.

Offshore Operations Oircrﬁqw

This narrative describes the interrelationships of the
“Regulatory Program” and “Oil Spill Research”
Activities within the overall strategy of the MMS (e.g.,
how research and inspection results feed into regulatory
improvements). The budgetary and FTE implications

of each of these activitics are presented immediately
before the Activity and Subactivity discussion.

The Regulatory Program activity incorporates threc
program clements: 1) Regulation of Operations, Z)

« To ensure safe and environmentally sound
development of OCS energy and
non-cnergy mineral resources through
careful regulation of exploradon,
development, pipeline transportation, snd
production or ¢xtraction operations, and to
ensure the conservation of natural resour
during these operations. 1

¢ To provide a continuing and
comptehensive technology base within the
MMS to ensure that safe and pollution-free
OCS operations can proceed in a timely
manner and that up-to-date technology is
incorporated into the regulatory process.

« To assist State and local officials and the
genenl public in planning for near-shore
impacts resulting from offshore oif and gas
exploration, development, production, and
wransportation activities.

Technology Asscssment and Research, and 3) Oil and Gas Information. The Oil Spill Rescarch activity
incorporates two elements: 1) Oil Spill Research and 2) Financial Responsibility.

Minerals Management Service - 81

FY 1996 Budget Justification



Regulatory Program

The MMS Office of Operations and Safery

Management (OSM) and parts of the three regional '

offices comprise Offshore Qperations, and are
responsible for the regulation of operations on the
OCS. Together, they regulate oil and gas
exploration, development, and producdon
activitics on the OCS by:

= developing and impicmenting policies,
rcgulanons, rules, otdets, and standards;
reviewing and approving plans for
exploration, development, production, and
oil-spill response;

& reviewing and approving drilling, pipeline
rights-of-way, and other permits;

= inspecting offshore facilides for
compliance and taking enforcement
actions where necessary, including civil
penalties;

= assessing safety and oil-spill response
drills;

= cnsuring that MMS inspection personnel
and industry personnel are propertly
trained;

= investigating accidents and spills;

= assessing and supporting developrncr;t of |

technology for safety and pollution
prevention and response; and

&r working with affected States during the
review and approval of lessee-submitted
exploration, development, and production
plans for energy and non-energy minerals.

Indus'try Overview

Many of the majors are assigning (selling)
producing OCS properties to other, generally

smaller, operators who believe they can operate the |

property more profimbly. The number of operators
producing oil end gas on the OCS increased from
64 in 1983 to 126 in 1993 a 100 percent increase in
10 years. This oend has resulted in an average of
over 2,100 lease assignments per year since 1990.
Many of these newcomers to the OCS are small
independents who, in some cases, do not have the

|

Background and Facts

The following information provides a context for the
MMS offshore postlease program. ‘This information
is based largely on calendar year 1993, for which the
mast complete data is available.

¢ Approximately 14 percent of total U.S. production of
oil and 23 percent of nacural | gas is derived from the
OCSs

7 Crude oil royalties in 1993 amounted o $0.9
billion (302 million barrels)

| Natural gas royalties in 1993 amouncted to $1.6

billion (4.7 willion cubic feet)

« About 70 percent of the total energy, as measured
in Bru’s, extracted from the OCS is derived from
natural gas

7 Almost 90 percent of OCS natural gas production is
“dry” gas, that is, not produced in associadion with oil.

# In 1993, exploration well drilling increased over 50
percent and development well drilling increased
over 60 percent. These increases are attributable
to increased natural gas prices, as well as renewed
interest in the Gulf of Mexico OCS.

¢ The number of independent operators on the OCS
more than doubled over the past 10 years.

|/ The Offshore Program has gencrated more than

$100 billion for the U.S. Treasury and selected
statutory funds (e.g., Land and Water
Conservation Fund, Nadonsl Historic Preservadon
Fund, and coastal State allottments).

7 In 1993, more than 70 percent of total Federal and
Indian mineral lease collections came from the

0OCs.
OCS Records Set

| « Lease in deepest water 3,335 m (10,942 ft)-Gulf of

Mexico OCS, Lease Sale 116, 11/16/88, Kerr
McGee Corp., Lioyd Ridge, Block 737

*  Deepest well drilled March 1986, 7,260 m ( 25,000

fr)-Gulf of Mexico OCS, Viosca Knoll, Block 117
Apache Corp.

# Well drilled in deepest water 1988, 2,290 m (7,513
fr)-Gulf of Mexico OCS, Mississippi Canyon,
Block 657, Shell Offshore Inc.

. o Well drilled farthest from shore1985, 965 km (603

mi)-Alaska OCS, Navarin Basin, Block 673, Arco
¢ Deepest producing welll991, 6,587 m (21,612 fc)

gas production-Gulf of Mexico OCS, Well A001,

Mobile Block 821, BP Exploration & Oil Inc.

Continued on next page
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experience of financial resources of the
majors, their subsidiaries, or the larger
independents who have been working on
the OCS for the past 40 years. _

The growing number of OCS operstors is
only one factor in MMS’s increased
monitoring responsibilities. Oil and natural
gas production and drilling activity continue
to increase. OCS production now accounts
for about 14 percent and 23 percent of total
T0.S. ¢il and natural gas production,
respectively. There were 798 new well
starts on the OCS in 1993, a 60 percent
increase over 1992,

In addidon, there are about 3,700 production
facilitics on the OCS, many of which are
approaching or have already exceeded their
originally estimated productdve life. While
installation of production facilitics averaged
156 per year in the last decade, the number
of removals per year has almost oipled from
68 in 1985 to 179 in 1993, Consequently,
the number of removals exceeded
installations in 1992 and 1993, a oend thatis
expected to continue. Even so, MMS
conducted over 10,000 inspections of
offshore facilities (see Inspection and

' continued from previous page
|« Deepestwell drilled from a semisubmersible1985,

6,773 m ( 22,222 fr) 181 m (594 ft) water depth-Gulf
of Mexico OCS, Destin Dome, Block 422

v Producing well in deepest water (Tension Leg
Platform)1994, 872 m (2,860 ft) Platform Auger-Gulf
of Mexico OCS, Garden Banks, Block 426, Shell
Offshore Inc.

¢ Conventional pladform in deepest water 411 m, (1,348
ft) Platform Bullwinkle-Gulf of Mexico OCS, Green
Canyon, Block 65 Shell Offshore Inc. ;

7 Producing well farthest from shore 223.69 km (139

mi)-Gulf of Mexico OCS, Garden Banks 236, Platform
A, well A7

¢ Crude oil production in s year 1971-418.5 Million
barrels

# Natural gas production in a year 1990-5.09 Trillion
cubic feet

|/ First Gulf of Mexico OCS exploratory well1946-4.8

km (3 mi) southeast of Eugene Island, Magnolia
Peoleum Co.

# FirstPacific OCS exploratory well 1963-Northern CA,
Shell Offshore Inc. '

v First Alaska OCS exploratory well1976-Gulf of
Alaska, Block 106, Shell Offshore Inc.

Enforcement Program and issued more than 4,000 cications for regulatory noncompliance in 1993.

Moreover, MMS acquired added responsibilides from the Qil Pollution Acc of 1990 (OPA 90) for oil spill
prevention and response planning in Swate as well as Federal offshore waters. A 1993 memorandum of
understanding with the Environmental Protection Agency and the Depantment of Transportation gives MMS
jurisdiction for these responsibilities over facilitics in State waters scaward of the cosstline. MMS is working
cooperatively with States to ensure there is no duplication of regulatory efforts for offshore operators.

MMS has initiated several regulatory measures
designed to deal with changes in offshore operations,

including the following:

= clarifying the requirements governing surety
bonds to cover the industry’s end-of-lease
obligations for OCS oil, gas and sulphur

leases;

= developing a rule that implements OPA 90 oil

" Growth of Producing OCS Operators

momber of opersios

140

spill prevention and response requirements
for all facilides seaward of State coasdines;

w developing regulations to implement the oil
spill financial responsibility requirements of
OPA 90;
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= expanding and clarifying safety
requirements governing production
platforms and pipelines;

= improving regulations governing the
qualifications and training of lessee and
contractor employees to make them less
prescriptive;

@ revising safety requirements governing
operations in a highly taxic hydrogen
sulfide environment; and

& clarifying requirements pertaining to gas
measurement and surface gas
commingling,

About 70 percent of the energy content of the
hydrocarbons produced from the OCS is in the
form of natural gas. The major remaining
opportunities for development of large oil and
gas deposits in the Gulf of Mexico are in shallow
water subsalt plays (previously undiscovered oil
underlying subsea salt wedges) and decpwater
reservoirs (greater than 200 meters). ‘The March
1994 [ease sale (147) in the central Gulf of
Mexico demonstrates the heightened interestin
the area’s subsalt play. Lease sale 147 ataacted
$277 million in bonus bids including a bid of $40
millicn for one block. ‘This waa more bonus
money than the previous two central Gulf sales
combined.

Technological developments and their
applications to exploration and development
continue at an accelerated pace through the usc
of camputers - including personsl computers -
for interacdve modelling, innovative
interpretation of subsurface data, and usage of
3-D seismic data when cost-effectve. Newly
developed 3-D seismic techniques have made
it possible to idendify potentially significant
sub-salt reserves in the Gulf of Mexico. Asa
result, sub-salt exploration activitics are
currenty on the increase. Additionally,
improved horizontal drilling methodology has
resulted in higher production rates, and
deepwater technology continues to advance,
taking roucine drilling operations to greater water
depths,

The MMS is actively pursuing new technologies
through its Technology Asscssment and
Research program for two reasons: 1) to ensure

Federal OCS Production as a Percentage

of Total US Production
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safe and pollution-frec operations, and 2) to ensure that OCS operators use the best available and safest
technologies, as mandated by OCSLA. This program is particulatly important in view of safety concems being
raised about older offshore structures. Our rescarch programs are also making very important strides in oil spill
response research and offshore air quality-the latter a major concem in California and a growing concern in the

Gulf of Mexico.

‘The OCS is a blend of vast unexplored areas with enormous potential, and highly-concentrated producing
areas enteting 8 stage of maturity. There are many challenges facing the Offshore Operations program. These
range from developing sub-salt and decpwater prospects to the end-af-lcase obligations of potentially
under-financed operators. The common thread that weaves through all these activities is the absolute priority
for human safety and environmental protection.

Regional Overview
Regional Operations at a Glance
_ i OCS Regions s |

___GOM Pacific | Alaska |  Total
District Offices Houma, La Camarillo, CA  |Anchorage, AK |
‘ Lafayere, LA ‘Santa Maria, CA

Luke Jackson, LA |
[Corpus Chrisd, TX | |
‘Lake Charles, LA ?

L CE _INewOrlecans, LA | i T R | e
OilResceves(B28) | 215  087] o __ 30|
Natural Ges Reserves (T4 | 297 17} _ol 3r4|
| Operational Activities as of 12/31/93 p— — .
Wells Drilled _ 30443] 1,074 82 31,599
Active Leases s14 0 o) 46| 5,612
Producing Leases . 1692 43| of 1735
iP;oducﬁonLcases - | 3,755 24| o 3779
Pipelines Inswlled (miles) J 20878] _186| of 21064
= _ __ Producrion 1993 —-
| Crude Oit (35)) 302,084,880 50,649,892 o 352734772
|Natural Gas (Mef) 4714660937] 51,828533 o] 4,766,489.470
Sulfur (shor? rons) 963850821 3295 0 96,388,377{
=i ey Revenue 1954-93 | mowmilgey
|Bonus Bids _$43,129.778,381|  $3,951,657,024]  $6,352,309,228|$53,433,744,633
| Royalties 1 $45292359.795|  $1577513.822) 0]$46,869.873,617|
* L oke Charles and Gorpus Chrish, TX are subdistricts of Lake Jackson, LA |
Notz: The Atlantic OCS Regional Office was abofished on Seprember 30, 1994. Adminisirative kandling

of the remaining 53 leases on the Atlantic OCS is done by MMS's G.OM. Regional Office
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Alaska OCS

Regulatory Program activitdes in the Alaska OCS Region include work on three OCS lease sales with
considerable input and assismnce from Field Operations personnel, and numerous trips and meetings in rural
Alaskan communities to discuss the MMS regulatory program and citizen concerns. Additional Regional
activitdes include:

= implemenmtion of OPA 90 authority of oil spill contingency plans and prevention of oil spills in
Suate waters, including Cook Inlet oil and gas operations and cooperative work with the State of
Alaska, U.S. Coast Guard, EPA, and the Research and Special Programs Administration (RSPA)
to minimize duplicadon of efforg;

@ gctive participation in development of new OPA rules for financial responsibility and for
prevention of offshore oil spills and hazardous materials;

% meetings and coordination with Canadian counterparts on Arctic drilling, oil spill cleanup, and
related research; and

= increasing coordination with Russian counterparts.

Gulf of Mexico OCS

Despwater Development

Ata regional level the MMS is putting increased emphasis on decpwatcr developmentissues. The Region is
working with industry on evaluating emerging technologies for use in deep water. The MMS has established
a Deepwater Production Task Group which is evaluating the need for improvements in MMS regulations to
allow industry to cope effectively with the environmental exaemes associated with decpwater development.
In that regard, MMS personnel are working closely with the industry’s DeepStar Research Project (which
brings together 16 oil and gas companies, over 40 vendors of services and equipment, and the MMS) to
evaluate innovative systems, to identify technological needs, and to facilitate the evolution of environmentally
safe, cooperative, staged decpwater development strategies. Such strategies will provide for the economic
development of the large number of comparatively small decpwater reservoirs that individually do not have
sufficient reserves to justify development by cumrent methods.

Offshore Inspection Program (with Emphasis on Small Operators)

Significant resources will continue to be employed in the offshore inspecdon program with particular emphasis
on small operators to ensure operations are conducted in a safe and environmentally sound manner. Many
small operators are underfunded or understaffed, thus necessitating a higher level of inspection effort and
monitoring of operations to ensure compliance with applicable safety and environmental regulations and
requirements. In conducting the inspection program, inspection sampling will be utilized to the maximum
extent possible in the interest of efficient and effective ucilization of inspection personnel and resources.

End-of-Lease Supplemental Bonding

MMS has devoted increased attention to the need for supplemental bonds from offshore operators to protect
the Federal government from incurring costs involved with oil and gas facilities end-of-lease abandonment and
site clearance. Although a general bond is required for activites on the OCS, a supplemental bond is required
when a lessee’s liability for facilicy abandonment and site clearance may exceed the amount of the company’s
-standard lease or arcawide bond.

Determination of supplemental bond amounts considers the number and size of platforms, water depths, and
number of wells. The MMS determines the amount of the supplemental bond at the time of submission of an
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assignment of record title interest, Plan of Exploration (POE), or Development Operadons and Cootdination
Document (DOCD). As part of the evaluation to determine the amount and payment schedule of the
supplemental bond that should be posted, MMS is ofeen required to conduct resource, reserve, and economic
cvaluations.

The process of evaluating these leases by the MMS engincers and geologists involves extensive man-hours
that will eventually escalate due to increasing numbers of small operators, annual reviews for current lease
assignments, and appeals that may result from supplemental bonding disputes. About 100 supplemental
bonds (U.S. Treasury securitics or third-party surery bonds) were cither in effect or under consideration in FY
1994, In FY 1995, about 50-75 additional supplemental bonds will probably be required.

Pacific OCS

In FY 1996, the Pacific OCS Region (POCSR) will continue its emphasis on consulting and cooperation with
its exxernal customers which include OCS lessees and operators, numerous Federal, State, and local agencies
as well as interested individuals and special interest groups. In addition to routine coordination concerning
operator proposals and ongoing OCS actvities, the POCSR will contdnue its work on several important
initiadves.

-*Pursuant to its responsibilities under OPA 90, the POCSR is developing a Memorandum of Agreement with
California’s Office of Spill Prevention and Response to reduce duplication of effort and to ensure that 4 strong
coordinated program of oil spill prevention and response remains in place to protect important coastal and
ocean resources. The POCSR will also continue its active participation in the U.S. Coast Guard's Area
Planning process as well as coordination of the MMS spill prevention and response program with other key
agencies including the Califoria Coastal Commission (CCC), California Stawe Lands Commission (SLC), and
local affected governments.

Two other areas of significant cooperative effort for FY 1996 will involve offshore facility abandonment and
seismic requalification of offshore oil and gas structures. The POCSR and SLC have established joint working
groups in these areas with the goal of developing consistent policies and regulations between our two agencies.
The POCSR and SLC will also be conducting a study of the Carpinteria field where oil and gas resources
occur on both sides of the Federul-State boundary. i

The Region’s joinc work will continue with San Luis Obispo, Santa Barbara, and Ventura Countes, the CCC,
the SLC, the California Resource Agency, and the industry in conducting a planning study (COOGER Study)
that will examine possible development:scenarios for existing undeveloped leases in the Sanca Barbara
Channel and Santa Maria Basin and the related onshore infrastructure. Two-thirds of the study’s funding is-
being provided by indusuy and one-third by MMS. '

As the Region continues to mature, changes are occurring-in the way the region has historiczlly conducted
business. In FY 1996, the POCSR anticipates receipt of several applications for royalry rate reduction on
producing leases as the ficlds approach the end of their economic life. Also on the horizon, independent
operators are acquiring leases and facilities in the POCSR requiring the development of regional palicy to
address issues such as supplemental bonding and inspection program expectations. Innovative approaches will
be required to assure safe and environmentally sound operations from operators lacking the funding of a majer
oil company without compromising the excellent safety record of the major oil companies.

In FY 1996, it wilt also be imporeant for the POCSR to continue working closely with the EPA and local air
quality agencies particularly regarding the operational, technological, and safety aspects of OCS facilities o
ensure that these facilities continue to operate safely while minimizing impacts to local air quality.

Offshorc Operations Program Priorities

Human safety and environmental protection in OCS operations ate the top priorities of the Minerals
Management Service’s Offshore Operations Program. Some of the major events that occurred prior to the
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establishment of this program include:

¢ The Sanm Barbara Channel blowout of 1969. (Estimated 80,000 bbl spilled). The blowout
occurred due to poor well planning and lack of waining. MMS has since established sound well
planning and training requirements chat are periodically reviewed and brought up to date.

@ The South Timbalier (Gulf of Mexico) blowout of 1970. (Estimated 53,000 bbl oil spilled; 4
- fatalitics snd 36 injuries). The blowout occurred due to faulty workover procedures. These
safety procedures have been completely overhauled and are required by MMS reguladions.

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

= The value of requiring subsurface safery valves was demonsmated in late 1992 when Hurricane
Andrew moved through the Gulf of Mexico bearing sustained winds in excess of 140 mph.
Approximately 2,000 structures were exposed to hurricane force winds. Of the total exposed, 36
full plaforms and 145 satellites suffered damage. The combined daily oil production from the
OCS in the Gulf of Mexico is close to 1 million barrels. Even with significant damage occurring
to 10 major platforms, toral spillage amounted to only S00 barrels.

MMS requires that operators carmry out exploration and development in the OCS in an environmentally-sound
manner. The recent oil spill in Arctic Russia is an example of an environmental catastrophe resulting from
poorly-regulated operations.

Sound resource conservation practice is another key requirement for productien on the OCS. We are
increasingly hearing reports of haphazard and wasteful production practices in other countries. Deregulation of
the OCS would result in similar wasteful practices. The increasing number of small operators calls for more
vigilance by the Fedenl government to oversee operations. '

Another important aspect of the MMS regulatory program is the maintenance of adequate surety bond levels
for end-of-lease responsibilities. Proper implementation of these requirements is essential or the Federal
govemnment could become financially liable for substantial clean-up costs (well abandonment, platform
removal, and site clearance).

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

Safety and Environmental Management Program (SEMP)

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

In response to this initative, the American Petroleum Instdtuce (API), and the Offshore Operators Committee
(OOC) with MMS participation, developed an industrywide recommended practice (RP 75). The API
published RP 75 in mid-May 1993. The MMS has requested that the industry voluntarily adopr the
recommended practice. MMS is monitoring industry’s efforts, to decide whether voluntary adoption of RP 75
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accomplishes the goals of SEMP or if regulations will be necessary. During FY 1995, the API is surveying all
offshore operators to gauge the extent o which RP 75 has been adopted.

The MMS has used workshops and targeted presentations involving all major trade groups representing the
interests of the offshore industry to explore how best to implement SEMP. In FY 1995, the MMS will assist in
a pilot project with the Department of Energy (DOE) to determine the cffort and assaciated costs for small
operators to develop a SEMP program in accordance with RP 75. In FY 1995 MMS began participating with
selected companies in their SEMP audit program.

During FY 1996, MMS will continue using MMS-sponsored public meetings, seminars, letters and notices

designed to educate and appeal to industyy management to emphasize voluntary impiementation of SEMP by

all offshore operators. In FY 1994 and 1995 these efforts were undertaken in cooperation with such

_ organizations as the QOC, AP], the Independent Petrolcum Producers of America, and the International
Association of Drilling Contractors. An evaluation will be made late in FY 1996 on whether RP 75 should be

incorporated into thé MMS regulations, remain a voluntary standard, ot be modified to achicve the objectives

of SEMP.

Decpwater Development

Production rates from deepwater wells have soared as high as 13,000 barrels per day, on par with some Middle
East wells. As nearshore Gulf of Mexico operations wind down, decpwater projects will become increasingly
important to the maintenance of a healthy and viable domestic energy industry. As many as 100,000 new '
high-paying American jobs could result from Gulf of Mexico deepwater activity. However, because of greater
environmental risk, deepwater development must be carefully monitored.

MMS Involvement in Advandiig Deepuater Devdopment

The MMS participated in Phase I of the DeepStr joint-industry research project. This project, led by
Texaco, developed a decpwater production strategy to control risk and minimize capital exposure. The
DecpStar project is continuing to research new technology needs for deepwater development and producdon.

The MMS is working with the DeepStar regulatory issues committee in Phase II of the project. This
committee examines regulatory issues related to decpwater production and long offset subsca systems. Issucs
include:

= safety equipment location and testing requircments;

wr requirements for boromhole pressure surveys;

& structural requirements for floating production facilides;

v monitoring casing-annulus pressures; and

& extended well testing.

The MMS has independently evaluated regulatory issues raised both within and outside of MMS participation
in Phase 1I of the DeepStar project. The MMS will issue a final report in early 1995.

MMS's most significant recommendation calls for the submittal of a decpwater operations plan for future

deepwater or subsea development projects. A lessee’s decpwater operations plan discusses how the lessee
ensures that the project meets MMS’s production safety requirements. The plan also addresses or includes:

@ application of new technology and practices;
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& emergency shutdown systems parameters;
= jnspection, testing, and maintenance practices;
= jusdfications for departures from minimum safery requirements; and

s* hazards analyses

Oil Spill Prevention and Mitigation

The 1969 Santa Barbara blowout and two major
platform fires in the Gulf of Mexico in 1970

triggered the development of a comprehensive spill Total Amount of Crude Oil Spilled
prevention and response preparedness program. 50 bbls or greater
‘This program includes spill prevention specifications e —

and requirements, training, contingency planning,
response drills, equipment inspection, and rescarch.
These elements are fully integrated such that
rescarch, inspection, and drill results influence the
development of mraining and contingency planning
requirements. The MMS was the first organization
in the world to conduct surprisc oil spill response
drills (Georges Bank, 1982). The unannounced drill
program has continued to grow and evolve, and has
gready influenced MMS spill preparedness
programs. The effect of MMS’s oil spill prevention
program can be seen in the decline in the number of
spills greater than 50 barrels, and in the number and
volume of oil spilled for the periods 1964 to 1979 and

1980 to 1993 (4.7 billion barrels of oil produced for Number of Spills
both periods). . less than 50 bbls
onpher of spiils

D

responsibilites for the MMS. Chief among these
were expanded research responsibilities, new and
maodified oil spill financial requircments and
expanded spill prevention and response authority
(including State offshore waters).

Oil Pollution Act of 1990 (OPA) Implementation // .
The Oil Pollution Act of 1990 created several new /
7

/
é
/
7
7
é
2

Oil Spill Prevention and Response Research

As a result of the passage of OPA, some elements of the comprehensive spill prevention and response progtam
are now funded by the OPA Oil Spill Fund (sez Oi/ Spill Researdh). All oil spill response research, some spill
prevention research, and some response planning activitics are funded through OPA. Al research is closely
coordinared with other Federal agencies, indusuy, sates, and foreign governments, The MMS is a key
member of the Interagency R&D Committee established under OPA.
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0il Spill Financial Responsibility
The Oil Pollution Act of 1990 resuleed in two financial responsibility initiatives for the MMS. First, OPA
.raised the level of financial responsibility for offshore facilities from $35 million to $150 million, and expanded
the coverage from fadilitics on the OCS t offshore facilities “in, on or under navigable waters”, but requires
rulemaking to implement. Secondly, to preclude any gep in financial responsibility coverage, the OPA
provided that existing financial responsibility regulations would continue in effect until new regulations were
promulgated under OPA.

The MMS has engaged in a considerable outrcach effort to develop implementing regulations for the
increased level of coverzge and increased jurisdiction. The MMS now administers the existing program ata
level of $35 million for facilitics on the OCS, and will continue to do so in the absence of any new rulemaking.
This program was formerly administered by the U.S. Coast Guard. All new responsibilides for certifying
financial responsibilicy for oil spill response and liabilicy are funded under OPA. (See Qi Spill Research fora
deailed discussion of both initiatives.)

State/Federal Interaction and Coordination Under OPA

In meeting its OPA obligations, MMS is working closcly with coastal states. The intent is to minimize
duplication and leverage resources. A Memorandum of Understanding (MOU) with Texas has already been
executed. MMS is working on MOUs with Louisiana, Alaska, and California. MMS is also working to
strengthen state programs, in an effort to minimize MMS regulation of State water activities. A more detailed
discussion of MMS il spill research is provided under the Oil Spill Research Section.

There are many other instances of MMS cooperation with other Federal agencies and States in the OPA
implemenmdon. They include the following:

= The U.S. Coast Guard, MMS, EPA, Research and Safety Programs Administration (RSPA), the
States, and private industry developed nationwide guidelines for spill response drills - the
National Preparedness for Response Exercise Program (PREP).

=& The Department of Trarisporation, MMS, and EPA, joindy issued training guidelines for oil
spill response.

= The US. Coast Guard, MMS, EPA, and RSPA coordinated development of oil spill response
regulations that are compatible. .

wr The Deparument of Transportation, EPA, and MMS have joindy spansored workshops for State
agency employees dealing with OPA spill response related issues.

The FY 1995 appropriation approved 16 FTE's for implementing OPA. Two ate to support the OPA financial
responsibility program. The remaining fourteen FTE’s are allocated for tegional oil spill plan review, ail spill
prevention and response planning, inspections, and spill investigations and civil penalties programs as follows:

w 6 FTE’s assigned 1o the GOMR will conduct OPA inspections in State waters, conduct joint
inspections with State agencies and assist in carrying out the broader District mission.

@ 3 FTE’s are to fortify an existing two-FTE accident and spill investigation and civil penalties
unit.

w 2 addidonal FTE are assigned to handle the growing number of OPA and OCSLA civil
penaldes cases.
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o 3 FTE’s (2 in the GOMR and 1 in the POCR) are assigned to improve both the Federal and
State oil spill drill planning and coordination programs.

MMS Training Programs

The MMS administers two maining programs. One is a regulatory program focused on ensuring that offshore
industry personnel are adequately trained. The other secks to continuously improve the MMS inspection
workforee. The certification of industry schools was historically performed by review and certification of
‘cumicula and documents, and on-site audits of classes by MMS headquarters personnel. The formal mining
program for MMS inspectors has been developed more recently and focuses not only on ensuring an
“inspection work force that'is adequately trained for the current job, but one that is evolving from a technical
series to a professional series. B

As events such as the Piper Alpha disaster in the North Sca, and other similar events in the Gulf of Mexico
occurred, the MMS analyzed the accidents to determine what could or should change in the regulatory
programs. These and other internal studics, and studies contracted through the Marine Board of the National
Academy of Science stressed the need to focus on the human performance factor of the offshore operations,
As a result, the MMS has made several changes to its training programs.

MMS Certification of Industry Training Schools

The MMS administers the industry certfication program to help ensure that operations in the OCS are

conducted safely by well-trained personnel. 'The MMS program has gained worldwide recognition a5 a model
program, and many states, for both onshore and offshore industry operations, require training at MMS certific
schools. Many foreign countries also have adopted MMS-certification as a standard. :

The MMS has regulated the industry training program for many years, but has periodically revised the content
and the manner in which the program is conducted. During FY 1994, the MMS published an Advance Notice
of Proposed Rulemaking (ANPR) which explored the current industry training program, and possible
alternatives to the program content. Likewisc, the MMS is pursuing ways in which school and student
certification processes may be conducted more efficiently.

As a2 tesult of the comments received on the ANPR, the MMS began to revise the certification process in FY
1995. The MMS is working actively with groups such as the American Petrolevm Institute (API), the
Intemational Association of Drilling Contractors (IADC), and the Gulf Coast Trainers Association in a working
partnership that will more cffectively ensure adequately-trained employees in the work force. The MMS is
working with these groups to develop 3 testing protocol that will rely more on industry participadon in
sclf-review with MMS participation as test proctors and participatory auditors. In FY 1996, the MMS and
industry will move from the labor-intensive paperwork reviews and classroom audits to this approach. This
approach will also allow the MMS to compare the effectiveness of alteratdve training approaches that the
industry wants to use, such as interactive multimedia.

In FY 1995, the MMS decentralized the certification process from headquarters to the ficld offices. This
places the MMS personnel involved with the certification process in closer proximity to their customers, the
training schools and the oil and gas indusiry, and allows more responsive interaction.

MMS Inspector Training Program

As the MMS has monitored the changing industry eavironmenc and revised the regulatory approach where
appropriate, we have examined our inspection work force, and the way in which it functions. In response to
the changing climate on the OCS (i.c., the increasing number of independent oil and gas operators, the
development of new technologies for deep-water operations, and the incressing focus on the imporance of
human factors), the MMS saw the need to both strengthen the existng skills, and broaden the skills and
knowledge base of the inspectors. To provide this maining, the MMS developed a two-part formal inspector
teaining program; the first partis designed to develop the long-term capabilities of this workforce while the
second part is designed to improve current on-the-job performance.
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During FY 19%, the MMS helped form a non-profit organization, the Training Technology Consortium, with
sevenal industry companies to develop computerized interactive training relevant to offshore oil and gas
opetations. Arrangements were made through this group to develop training modules in hazards
communication and electrical equipment. MMS expects o develop as many as two dozen different titles
(wraining modules) by FY 1997.

The first prototype computer-based interactive training module, “Hazards Identification,” was completed and
distributed along with appropriate display units to ficld offices. Cooperative agreements were signed with the
University of New Orleans to develop two additional computer training modules; “Gas Measurement” and
“Incident Investigation”, which were scheduled for delivery in FY1995. During FY 1996, it is andcipated that
additional computerized training modules will be developed and disaibuted to inspection personnel.

The MMS is working in a parallel effort to develop the internal capability o produce still other maining
materials (e.g., videotapes and publications) for the inspector work force, and other technical and professional
positions.

Bonding Requirements

A new rule was promulgated in 1993'to_ assute that lessees have the financial capacity to carry out their
obligations, e.g., to prapetly plug and abandon wells, remove platforms, and clear the well or platform site of
obstructions.

Addirional regulations are in development to establish a deadline of 2 years for all OCS oil and gas and sulphur
lessees to bring their bond coverage into compliance with the new levels, establish that assignees, assignors,
and co-lessees are jointly and scverally liable for compliance with OCS sulphur and oil and gas leases, establish
a regulatory framework for lease-specific abandonment accounts and acceptance of a third-party guarantee, and
update the bond coverage required of holders of pipeline right-of-way and Geological and Geophysical (G&G)
exploration permits, These changes are needed to reduce the risk of default-by an underfunded company
operating a lease or holding a right of way.

Air Quality Evaluations

The Clean Air Act Amendments ((}AA_A) of 1990 transferred air quality regulatory jurisdiction on the OCS,
cxcept for the Gulf of Mexico off Texas, Louisiana, Mississippi, and Alabama, from the DOI to the
U.S. Environmental Protection Agency (EPA).

The EPA promulgated the OCS air quality regulations on September 4, 1992. New sources were subject to
the OCS air qualicy regulations as of December 5, 1991 (the date of publication of the proposed rules), and
existing sources complied by Seprember 4, 1994 (2 years after promulgation of the final rules).

Under the new OCS regulations, facilities within 25 miles of a State scaward boundary are subject to the
regulatory requirements in the adjacent onshore area, including State and local requirements for emission
controls, emission limiations, offsets, permitting, monitoring, testing and reporting.

Existing facilities off California have submitted plans for installing polludon control equipment in order ro
meet the September 4, 1994, compliance deadline. The MMS will review any exemption requests and
participate in consultations with the U.S. Coast Guard and the onshore regulatory agency. The MMS will be
responsible for preparing any NEPA analysis for pladform rerrofit projects. '

The MMS plans to examine ways to strengthen the existing DOI air qualicy regulations that are in effect on
the OCS off Texas, Louisiana, Mississippi, and Alabama. This may be accomplished by including 2
permitring process, regular reporting, monitoring, and inspection requirements, authoricy to levy fines for
violators, and establishment of cleatly-defined procedures for ordering a shut-down of a facility if permitted
standards are exceeded. Many of these provisions will be pattemed after EPA and State regulatory procedures.
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Regulaﬁon of Operations Program

The following scction details four subelements within the Regulation of Operations program area:
= Inspection and Enforcement,
= Industry permits and approvals,
= Production cont;ols, and
= Ocher processes

L Impqﬁon and Enforcement

The inspecton of OCS oil and gas operations is a major activity of the regulatory program. The MMS inspects
drilling and production facilities on the OCS using both scheduled and unannounced inspections.

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

= A company on the OCS was issued an Incident of Non-Compliance (INC) for operating with
subsurface safety valves removed from the well for an extended period of time. While such a
practice does increase production rates, it also gready increases the possibility of losing control,
of a well during unplanned circumsmnees. Within a short time following this event, the
company declared bankruptey. If the company had lost control of any wells, and had a worst
case spill occurred, itis unlikely it would have had the financial wherewithal to meet its oil spill
liabilitics. The MMS enforcement action helped ensure that this primary line of defense
against oil spills was in place.

= An MMS inspection resulted in the issuance of two INC's because the surface-controlled
subsurface safety valves for two wells were found leaking. During 2 follow-up inspection, MMS
inspectors found that the wells had been retumed to production without the valves being

" removed, repaired and reinsulled, or replaced. The wells were “shut-in” by MMS until the

- company corrected the violation. Following an MMS investigation, it was determined that the

violations constituted a threat of serious, irreparable, and immediate harm to the environment
and a civil penalty was assessed. A hearing was held before an MMS Reviewing Officer and the
company paid the civil penalty.

o An investigation by the MMS revealed that a company failed to execute established safety
procedures necessaty to prevent a flash explosion that occurred during maintenance on a flare
condensate knock-out vessel. This failure to practice safe and workmanlike procedures resulted
in a serious injury to a worker. Based on the fact that the violation resulted in harm vo human
life, the MMS assessed and collected a civil penalty. After the investdgation and assessment of
the civil penalty, the company implemented the following corrective actions:

# The company conducted an independent investigation;
# Refresher waining was done for all appropriate company personncl; and

w The company developed a Standard Operating Procedure (SOP) to isolate and clean
vessels.
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An inspection can range from two houts in duration by a single inspector to several days by two or three
inspectors depending on the operation being inspected (drilling, production, workover, well completion,
measurement, etc.) and the complexity of the facility. An unannounced inspection is usually nota complete
inspection, and therefore is of shorter duration than a complete inspection. A single well caisson
(approximately 36 percent of the production facilities are in this category) contains on average about 8 devices
to be inspected. A “super” platform may contain about 1200 devices to be inspected. The single well facility
can be inspected in a shore time, while the super facility may take several days. However, the super pladorm
has a heliport which makes it easily accessible. The single well facilicy is, generally, only accessible by beat
which increases travel time greatly. The inspection program is not just a matter of conducting inspections, but
includes the transportation to and from the facilites and the planning of inspections in order to use the
resources most cfficiendy.

Facﬂitf Size Classes

Number of Facilities as 0f 12/31/93 | Number of

_ Devices per
Type and Number | Facility ;
ofWells | GOM. | Paific _Toml _(Appmmamﬂr) ‘
Processing (ro wells) L _ 458 4 460| 150f
SingleWells |  1342| ol 1342 2 8]
Jacket (2-6 wells) - 941 of 941 7 75
Medium (7-18 wells) | 767| 1 768 230
| Large (19-27 wells) | 184} 2| 18] 500
Major (27-59 wells) | sl 17 42 850}
Super(>60welly) | 4l 12} 16l _ 1200]

Towl .| 3 321 _ 3,755] B

Due t the increasing number of operators, MMS has instituted altetnative means of inspection, such as
scientific random sampling. Sampling will be used as a screening process to focus on operators who are less
diligent in maintenance and inspection. This reduces the time required for scheduled inspections and:
increases the time and resources available for unannounced inspections, thereby-permitting the MMS to spend
a greater amount of time dealing with facilities and operators that pose a greater risk. Thus, while the wotal
amount of time spent inspecting is the same, the effort will be focused on higher risk operations, rather than
routine operations by reliable operators, and without diminishing the effectiveness of the inspection process.
Civil and Criminal Penalties

The Oil Pollution Act of 1990 (OPA) conuined amendments to the Outer Continental Shelf Lands Act
(OCSLA) which restored the MMS civil penalties program. The program had been suspended due to court
actons prior to 1990. The OCS Civil/Criminal Penaltics Program is now active in all three MMS regions,
Since the passage of OPA through November 1994, MMS has initiated 43 compliance reviews which have led
to 29 civil penalty cases being referred to reviewing officers. During that period MMS collected $208,779in 16
civil penalty cases. Training for candidate OCS Civil Penalcy Reviewing Officers has been conducted and will
continuc as implementation of the program proceeds. In addition to the OCSLA civil penaley suthority (which
includes the current OCSLA financial responsibility regulations), OPA and Executive Order 12777 gave MMS
civil penalty authority to enforce the new OPA- mandated financial responsibility requirements. ‘The
approach to implement civil penalties for failure to comply with the new oil spill financial responsibility is
-being evaluated and will be a parr of the OPA rulemaking,
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- Enforcement Activity - Fiscal Year1993

5 | INC’s. Issucd’ . Civil Penaltes

| Inspections | waming | Component | Facility | T°%=! | Assessed { Pending | Seuled

Production | 1448 219/ 126) 3,770 1 2| of

Drilling__ . N | . 118 _611) 0 _of _of
|Pipelines - | .22 166 o] -18) o 1 _of

SafetMeters | 61} 25| ol 86| _ o 0 0
|Workoveys | 102, 28 3 133) 0 0 0

Completion e i) _ _ _ co ||
{Abandonment| o o _ 0 OJ of O 0

‘Total _ I 1 973 2,568 _ 247 4,788 1 3 0

*INC’s - madem:r of noncompliance

Warning — ING issued for noncritical device or unsafe operation that can be immediately be corrected. ,

Compmmt:&w i — Vm] ormm‘ operation out-of -compliance is shut-down until it is brought into compliance.

1 tions found out-of-compliana require immediate shut-in of entire fackily.

Selected Facilities Review

A selected facilities review is an intensified inspection effort directed at facilities in a specific geographic area.
Special inspection teams made up of two to four inspectors from two or more disticts inspect a designated
number of various types of facilities in a short (usually three days) period of time using preselected Potential
Incidents of Non-Compliance. The inspections are unannounced and are intended as a tool to evaluate both
the effectiveness of the MMS Inspection Program and the level of lessee compliance with OCS regulations.
Depending-on the size and complexity of the facility, as many as 10 facilities may be inspected.

Accident Investigations

Requirements smee that the MMS is notified of every accident occurring on the OCS. MMS conducts
accident investigations to: identify and '

rectify specific safety or environmeneal 11 o.g

problems; analyze and assess the OCS Drilling Activity
effectiveness of current equipment, _mmberofudls
procedures, and operations; identify the ' lhl-ﬂ- am
need for new or modified reguladons; and
provide information needed to support
other aspects of the Regulation of
Operations Program. This increase of
accident investigation activity is part of a
move to place more emphasis on overall
safety of the operadion, o

2. Industry Permits and Approval

Opecrators are required to obrain MMS U5
approval or permits before commencing
cernain activites and operations as 0 v mmar am— -

dcscribcd bclow. In addition o l:h&sc, 1555 IMD 1965 1970 195 1080 1535, 1990 1991 191 1M
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unitization and operating agreements and enhanced oil recovery projects also require MMS approval.
Production Plans

Exploration, Develo men and

The MMS requires OCS operators to obtain approval for their exploration plans (EP) prior to commencing
exploration activitics. The MMS requires approval for each Development and Production Plan or
Development Operations Coordination Document (DOCD) prior to the drilling of development wells or the
installing of fixed production platforms, pipelines, or production equipmene The MMS encourages
cooperative development to ensure coordinated development and production by independent operators on
separately-owneéd tracts.. The MMS ensures that plans are designed'to prevent the harmful cffects of
unrestrained competidve production. .

Applications for Permit to Drill Workover, Recomplete, and Abandon Wells

Before wells may be drilled, worked over, recompleted, or abandoned, operators must submit.an applicadon
giving full information regarding the proposal and obtin MMS approval prior to beginning the operation. The
number of applications for permits to drill, well workovers, recompletions, and abandonments increased
between FY 1993 and FY 1994 and reflects a continued or steady increase in the number of drilling rigs now
operating in the Gulf of Mexico.

Platform Installation, Modification, Removal, and Site Clearance

Operators must submit to the MMS, for approval, applications for the installation of new platforms and
applications for significant modifications to previously-approved applications. Regulations require all new
platforms or other structures to be designed, fabricated, instalied, and inspected in accordance with MMS
regulatory requirements. MMS designed these requirements w prevent the endangerment of life, health, or
damage to the environment and t ensure the structural integrity of platforms when subjected to huricanes,
carthquakes, ice, other natural hazards, and boat collisions, MMS reviews each platform application or
significant modification to an approved application to ensure that it is appropriaw for the expected
environmental and operating conditions and to determine the steps to be taken to protect against corrosion.

Selected platforms which operate in difficult physical environments, or which have designs not previously
proven for use in such environments, are subjcct to the requirements of the MMS Platform Verification
Program. The Platform Verification Program requires both a more demailed review by the MMS and the
review and approval ofa third party verification agent who provides an independent engineering assessment of
the design, fabrication, transportation, and installation of the platform.

When platforms are of no further utlity, operators submit plans for proper abandonment of wells, temoval of
platforms, and site clearance. MMS reviews plans for integrity and regulatory compliance before appraval,
Platform removal in the Gulf of Mexico is on the rise and is one of the few sreas of the oil industry thatis
bound to grow. In 1993, 140 piatforms were removed, a 37 percent increase from the previous year. Nine
were donated to the Rigs-to-Recfs program, & State-sponsored program which converts offshore platforms into
artificial reefs for recreatdonal uses.

Pipeline Applications

Regulations require that an operator o right-of-way grant holder submit to MMS, for its review and approval,
applications for the design, plan of installation, and modification and repair of all pipelines authorized under
any lease or pipeline right-of-way.

3. Produdion Controls

Production Verification

This natonwide production verification program protects the public interest regarding OCS minerals
development. ‘The MMS conducw annual inspections on all onshore and offshore custody transfer liquid
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meter locadons for site sccurity, verification of sales volumes, and compliance with OCS regulations. The
MMS personnel perform onsite pmducnon verification and i mspecuons to check discrcpancics noted in the
records. The MMS witnesses meter provings to asscss the meter’s accuracy. The proving reportis used co
verify the run ticket net volume. The run ticket net volume is compared to the monthly production repore
submitted by the operator. Production verification inspection figures include all of these verifications. The
MMS has developed an automated system which deteets under-reported crude oil production. The MMS has
also conducted a pilot gas production verification project in the Gulf of Mexico Region which supports the
need for a complete ges verification program.

Co;mm_j_ggli_ng_Agreementn and Measurement Approvals -

Operators submit appllcauons for MMS approval to move production from multiple leases to a central facilicy
for purposes of processing, measuring, and storing of this productdon. In the process, production is
commingled {(mixed) with production from different wells, leases, and fields, and with production of other
operators.

MMS reviews commingling agreements to ensure that such agreements do not result in a reduction in the
royalcy due to the Federl Government.

Producuon Rate Control

MMS sets well and reservoir production rates to provide for conservadon of resources and prevenuon of waste.
MMS personnel review requests for reservoir maximum efficient rates (MER's) and well maximum producible
rates (MPR’s), supporting information, and approve operations in accordance with established policies
developed to prevent waste and ensure conservation of oil and gas.

In the past, operators submitted quarterly oil well and semi-annual gas well test results, Beginning in FY 1994,
the MMS regulations call only for semi-annual well testing, of either oil or gas wells. MMS uses this
information for many reasons which include production capabilities of wells, reservoirs, and leases; reserves
estimation; development plans; and royulty obligations.

Gas Flaring Approvals

The MMS reviews requests for flaring or venting to ensure thac unneocessary flaring does not occur. The MMS
approves flaring or venting only when requested opcrauons are in accordance with MMS policy wmbhshed o
prevent unnecessary loss of natural resources and to minimize environmental effects of flaring,

4. Other Processes

Suspensions of Operations

‘The MMS directs suspensions of operations when necessary for safety or environmental rezsons or grants
them in the natonal interest as specified in regularions.

Field Development Studies

Drainage across a State/Federal boundary can affect Federal royalcty payments from leased land to unleased
land or from one lease to a lease with a different royaley rate. The MMS monitors development and
production activities to ensure that Federal royalty payments are not reduced as a result of drainage.
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Justification of Program Change

Air Quality,
{Dollars in thousands)
1995 19% | ;
Enacted Request | Change
0 267 _ +267}

Congress mandated in the 1990 Clean Air Act Amendments (section 328), that air quality studies be conducted
in the Gulf of Mexico. At the end of FY 1995, MMS will have completed a three-year air quality study. Based
on the results of this study, MMS has a mandate to consider, in consultation with EPA, adjustment of our air
emission regulations in the Central and Westemn Gulf of Mexico. We anticipate that MMS will be adjusting its.
regulations to deal with the nearly 3,800 offshore platfomls and will constder what changes are necessary to
process plans of exploration or development for new air quality requirements. The MMS currently reviews
roughly 500 plans a year for various environmental and safety considerations and in 1996 will add air quality
reviews to the approval process.

Additional funds are needed t calculate air emissions, perform modeling asscssments, determine emission
control requirements for OCS operators prior to approval of permits and plans of operators, and to coordinace
with other Federal and Smte air regulators.

Justification of Program Change

Alternative Dispute Resolution

(Dollars in thousands)
1995 19% |
Enacted Request | _ Change |
0 500 4500

MMS has esmblished an Alternative Dispute Resolution (ADR) Program. ADR encompasses a spectrum of -
ways to resolve conflicts in lieu of litigation, including informal discussions and negotiated rulemakings. The
Offshore program is expanding an ADR approach of collaborating with local interests directly affected by OCS
development, including environmenal groups and State and local govemnments. This expanded approach
includes the establishment of subcommittees of the OCS Policy Committee as well as the cxpansmn of that
committee as an MMS-wide ADR forum.

w In the Gulf of Mexico Region, a Development and Production Plan EIS will most likely be
prepared for Destin Dome (Florida) arca. This area is believed to be natural gas-prone. The
MMS will work toward reaching accommodation or consensus with the States and affecred
communities. .

= The Pacific Region will expand its efforts and coordinate with the Sate of California and
affected counties on development projects in the Sanm Barbara Channel and Santa Maria Basin
arcas,

o In the Alaska Region, regular meetings will be held with communites in the vicinity of the Gulf
of Alaska and Beaufort and Chukchi Scas for discussion and resoludon of pertinent issues.
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o Mectings will be held with affected coastal States and localities to address differences and
resolve controversics for the development and approval of the 5-year oil and gas program.

Establishment of an ADR program would provide better relationships and improved communications with
constituents, create opportunities for creative solutions, reduce costs associated with lidgation and appeals, and

reduce the length of time currendy necessary to resolve disputes.

The toral amount requested is $500,000 for travel and other services (conference rooms, meeting supplics,
etc.).
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the technology basis for MMS’s permitting of drilling and - - ~ -
production operations, safety and pollution inspections, I
enforcement actions, accident investigations, and Ob_]ectlves:
well-control training requirements. ‘The program is a = Provide a continuing and
Jbalanced effort that investigates safety-related technologies comprehensive te chgnolo
associated with the regulated industry’s movements into b pre e _ &y
. 5 . : ase within the MMS to
deeper water and more hostle environments, as well as the ensure that OCS
maintenance of sging facilities. operations are orderly,
Recent natural disasters, such as Hurricane Andrew and the e
recent Northridge earthquake have reinforced recognition = 11:0 i
of the continued need to assure the integrity of offshore ;cglll ator{h thmrex;ncnts
facilicies and to ensure that regulatory requirements :lu m‘:d n:c:sclo "
encourage use of BAST. Within MMS, technical personnel zoyan nologies.
review operational problems and consider possible .. i
technological solutions which may be better-defined = Provide leadership to
through research cfforts. industry, through research
participation and dialogue
at the engineering level, to
Y | P assure compliance with
TA&R Program Activities tho provisions of OCSLA
) | Section 21(b) that requires
The program operates through contracts with universitics, the use of the Best
private firms, and Government laboratories to assess . Available and Safest
safety-related technologics and to perform necessary Technologies (BAST).
applied research. TA&R jointy funds studies in R
cooperation with other Federal agencies, Sate and local

Technology Assessment and Rescarch

Technology Assessment and Research

The studies of the Technology Assessment and Research (TA&R) Program promote ssfety of operations and
prevention of oil spills and air pollution. TA&R studics investigate and asscss safety-refated technologies and
perform applied research as needed. Study results support ’

govemment agencics, government agencies of Canada,

Norway, and the United Kingdem, and with industry. Joint

funding of projects is becoming increasingly popular because of the similarity of interest, decreases in research
funds, and a broader recognition thac this is the most effective and efficient use of the funds available.

Operational Safety

The MMS has sponsored at Louisiana State University (LSU) investigations of deep-ocean well-control
procedures and diverter design and operation, and will be focusing its resources on the interactive process of
well control and seabed response to minimize seabed fracture from underground blowouts and other
subsurface flow problems associated with excessive well pressures that could result in cratering and even
platform loss. '

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

Studies also have been initiated that emphasize human and organizational factors that affect responses during
normal and emergency operations on offshore platforms. Offshore facilidies by their very nawre provide a
minimum of space into which complex and densely configured drilling, production and processing equipment
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must be placed and operated. Facility systems must be designed, armanged, operated, and inspected to
minimize the potential for failure of any element. The failure of a single element in these tight quarters can
cause a cascade of sequendal failures, resulting in a caastrophic failure of the system.

~ Examples of Contracts and Cooperative Agreements _
i Esﬁmﬂwﬂ Emn.d
Project | Contractor/Organization | GCost Project
Well Conurol Procedures ___ [Lovisiana State University | $228000) Yes
INOx Control Development ______ [TechnorInc. i - 1 _,$200.000_.1:_ Yes
Offshore Composites Engineering &  |Joint Industty Project (JIP) with - $20,000(  Yes
|Application Center, e | University of Houston, o i et —
|Residual Strength of Damaged {JIP with Lehigh University $50,0000 No
Probabilistic Seismic Hazards |Interagency Agreement DOE | $100,000| Yes
|Offshore California . |Lswrence Livermore Laboratories - —
International Workshop on Damage  |JIP/Interagency Study with Project $80,000| Yes
to Underwarer Pipelines Consultants o — [ -
Tnternational Sea Ice Mechanics and  |Interagency Agreement with U.S. $70,000) No
|Arctic Modeling Workshop Navy/Northwest Research Associates | =
Human & Organizational Error for JIP with EQE Enginecering $50,0000 No
Integrity of Tubular Frames for JIP with BOMEL Engineering,_ $73,000] Yes
Offshore Platforms _ 1 — i = . - 1 |
Assessment Methedology for Fire & | JIP with University of California at $32,000) Yes
|Operational Safery _ |Betkeley o , S|

Old and Innovative Structures and Pipelines

TA&R is developing 2 methodology for assessing acceptable loads and residual service lives of existing -
platforms and pipelines. There is a growing concern about the incegrity (age and condition) of some of the
older pladiorms and pipelines in the Gulf of Mexico. There is also some concemn over the suscepubilicy of
some of these facilities to corrosion, damage caused by dropped objects, collision of vessels with a platform,
and by anchors being dropped on or dragged across a pipeline. Improved inspection and monitoring systems
need to be devised for both pipelines and pladforms.

As more and more reserves are being discovered in deep water, the innovative technologies used by industry
to design and build deep-ocean compliant structures, such as tension-leg pladforms, continues to evolve to
meet technical and economic needs for decpwater development. This rapid evolution in technology needs to
be independently verified to ensure continued safety of operations and protection of the environment.

Offshore Earthquakes

TA&R is working with the State of California and industry to establish an offshore seismic monitoring
program. ‘The program includes the installation of new state-of-the-art instrumentation to obrain data on
response of the seafloor to seismic motion and the resulting dynamic effects on structures and operating
equipment. Though survivability of a major carthquake has been a critical factor in the design, fabrication,
and installation of facilities off the Califomnia coast, our knowledge and understanding of the direction and
;magnitude of seismic forces and the responses of strucrures to those forces continue to be defined.
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TA&R is working with industry to develop an acceptable methodology for assessing the survivabily of existing
topside (operational) components during an earthquake. Itis anticipated thac this effort will develop realistic
benchmarks, identify mitigating measures, and indicate the resources required to perform such evaluations.
An effort will also be initiated to develop a probabilistic seismic hazard map for use in the evaluation of
existing and proposed operations. The MMS will condnue to gather and assess seismic technology to ensure
the safety of offshore facilitics located in earthquake-prone areas.

Nitrogen Oxide (NOy) Pollution on the OCS

MMS has been working with industry to develop a combination of exhaust gas treatment and engine
combustion controls as a means of reducing the NOx emissions from gas turbines and diesels operating on the
OCS. New air quality standards will require these emissions to be reduced by about 75 percent. The MMS’s
rescarch efforts have been a major factor in developing this technology so it is now commercially available for
" diesel engines. Laboratory research using gas turbine engines has advanced so that plans are being made to
initate a development/demonstration project.

Arctic Technolo

Sea ice in its various forms is the most severe environmental factor in the Arctic. The hazards it creates are
potentially much greater than the hazards faced in open-ocean operstions. Such hazards range from the foross
that moving sea ice may exert against offshore structures to the gouging of the seafloor (a factor ¢o be
considered in the placement of a pipeline). Engineering dama for these hazards will become increasingly more
important s operations move from an exploration mode to a production mode and as structures are considered
for deeper water, especially within the shear zone or pack ice. 'The MMS has been participating, as
opportunities arise, to gain important safety-related information in advance of future operations in the Arctic.
In particular, engineering properties and forces of moving ice on structures and pipelines are being studied,
and furure workshops ere being planned to assess technology needs. Intetest in conducting exploration and
development activities in the Arctic offshore have been dampened by the industry’s failure to find commerdal
discoveries.

Advance Materials

Much progress has been made in producing new materials for applicadion to offshore oil and gas operadions.
New materials such as metal matrix composites dnd fiber-reinforoed plastic materials have made some progress
in marine applications, but much further progress can be made for engincered materials offeting properties
allowing for new designs of offshore structures and operational components such as risers, ew. 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 of advanced enginecred materials
need to be addressed.

Teshnology Transferl Seminars/ Workshops

Research supparted by the TA&R program is reported in publications and seminars. In additon, MMS
conducts workshops on pertinent areas of technology. The TA&R program also sponsors a biennial seminar
for the public on its research program. Intemational workshops have been conducted on such topicsas
pipeline safety, requalification of old or damaged platforms, the use of composite materals offshore, and
operational risk. ‘ '

Major Program Reports

The Program prepares & biennial report summarizing information about ongoing projects. In addidon, alt
reports from reseatch projects are maintained for in-house use and disoibution to the public as appropriate.
Workshop proceedings are an additional major source of technology transfer. :
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Qil and Gas Information

The Oil and Gas Information Program provides the public, industry, and other government agencies with
official statistical information on the MMS oil and gas program.

= The snnual Federal Offshore Statistics provides mainly rabular data on leasing, exploration,
production, and revenue from 1954 to 1994,

& The Offshore Stats, a quarterly statistical newslecter, provides individuals, organizations, and
other interested parties with statistical graphs, tables, and charts, which enables monthly,
quarterly; and annual comparisons and trends. Data coverage includes drilling, production, rigs
and platforms, envitonmentat studies inspections, compliance, training, revenue contributions,
rents, royaldes, disbursements, and OCS performance records set (e.g., deepest well drilled —
see table in Offshore Operadons Overview).

@ The Leasing and Production Annual Report to Congress, mandated by Section 15 of the OCSLA,
summarizes receipts and expenditures on a fiscal year basis and, in compliance with Section 22
(g) of the Act, includes information on Federal offshore safery violadons as reported by the U.S.
Coast Guard. It also summarizes recent lease sale activities, consultative actvities, regulations
and rules written, inspection informartion, and litigation affecting Federal offshore leasing.
Headquarters is planning on streamlining document preparation in FY 1995.

wr The OCS Natural Gas Fad's is a new report that will be produced annually in FY 1995 and in FY
1996.
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Information Management Program

Justification of Program and Performance

Analysis by Subactivity
dollars in thousands .
| 1995 | 1996 |Chang
Enacted | Uncontrollable | Programmatic | Budget | from
_ to Date Changes Changes |Request| 1995
Information| $ 9,858 151 -3,600] 6409  -3,449]
Program
Program Description '
The Information Management Program (IMP) s o —
subactivity primarily funds salary-related costs and
equipment maintenance for computer support units in Objecﬁves

the Regional offices and the Office of Mansgement

Support. In addition, the operations of this
provide integral support to the.other Cuter

Shelf (OCS) Lands subactvities, i.e. the Leasing and
Environmental, and the Resource Evaluadon and

Regulatory programs.

The IMP provides a central foundadon for the -
management of the large volume of data used in the
scientific, engineering and land management aétivitics
of the Offshore program. ‘The program also provides
centralized management of ADP acquisition, contracts,

and security. These activities are currendy
accorinplished using:

@ 12+ major automated dat processing systems

program
Continental

The primary objectives of the Informadon
Management Program are to:

¢ Provide direction and oversight fot the

Offshore Minerals Management (OMM)
Information Management Program (IMP).

# Oversee the development of OMM

information management policies and

standards.

computerized systems.

software and hardware.

v Maintain computer facilities.
v Provide operational support for all

« Design, develop and maintain applications

& 350+ minor systems and databases

= 1,200+ microcomputers and workstations
= 4 Concurrent Computer Corporation minicomputets

@ 8 Local Area Networks and a Wide Area Network
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Examples of the types of dat processed through Offshore’s ADP programs and its use are:

Il

Acuvu:y Typeof Data = UscofDara 7 1

Leasing 8¢ BlockIBoundary s Ptcpamnon of Leasing Maps
Environmental |Lease Management ‘Official Protraction Diagrams
‘ Environmental Split Block Diagrams
‘Oil Spill List of Qualified Bidders
Air Qualicy Air Quality Models
|Swudies ‘Oil Spill Trajectory/Analyses
L= R — __| Environmental Assessments & Reports
Resource *  [Geologic | Estimate Oil and Gas Reserves ‘
‘Evaluaton Geophysical Seismic |Determine Minimum Acceptble Bids
: Well Logs Resource Estimates
‘Exploration Fair Market Value Determination
|Development  * Regional Mapping
{Productdon Cost Geologic and Reserves Reports
|Oil and Gas Prices National Assessment
Employment Levels Forecast OCS Revenues (Bonus, Royaley & |
Reserves Tax Receipts) :
10il and Gas Production Forecasts for OCS
| Royalty Reduction Decisions
1 Lease Timing and Sizing
- | - _____|Historical Leasing Analysis
‘ .chulanon of |Inspection Rettieve Applications for Permit to Dnll

‘Operations Industy Structures/Platforms | Monitor Bonding
' Pipelines and Inspections Statistics

Pipeline Monitoring
{Compliance Surveillance

. The inajor information management systems/databases used and funded throughout the MMS programs
include: (Those systems marked with an asterisk ® are critical systems being modemized and replaced by the
Technical Information Management System [TIMS] described following this table.)

System/Database Functions
QOuter Continental Shelf Integrates an array of smaller systems, eliminates duplicadon
Information System of data, makes data more accessible and provides a complete
(OCSIS)* array of data and tools to the users. Its two major components

are Lease Management and Operations.

Offshore Inspection System  Stores all inspection information gathered duting MMS
(0IS)* inspections of OCS drilling, production, and pipeline
opermations, and production verification.

Automated Cartographic An interactive, menu-driven system allowing the creation of

System (ACS)* pre<defined or customized maps.

Offshore Lease Data A centralized relational database of lease-related dara thac is

System used in the economic analysis of historical lease bid data and
' subsequent production data.
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Archaeological and A menu-driven applicadon that controls two databases: 1)

Shipwreck Information the archaeological database; and 2) the shipwreck database.

System (ASIS)

Geological and Geophysical Inwrpretive Database System (GNG)Under development. It

(G&G)* will combine several different types of G&G data into a single
database when fully operational; data includes seismic,
gravity, marine and acto-magnetic, geochemical, and well
inventory information.

Monte Carlo Range of A computer simulation model that performs geologic,

Values (MONTCAR) engineering, and cconomic analysis of oil and gas prospects on -
@ tract-by-tract basis; used w evaluate OCS tructs that reccive
bids during a lease sale which pass to Phase II consideration;
estimates a fair market value for the tracts.

Offshore and Coastal Models pollutant release from over-water sources; developed

Dispersion Model (OCD) to replace two earlier regulatory air polludon models used by
MMS.

Qil Spill Risk Analysis Aids in estimating the environmental hazards of developing

(OSRA) oil resources in the OCS lease areas; analyzes the probability
of spill occurrence, and the likely path of trajectories of spill.

Plume Airshed Reactive A gridded photochemical model used for single or multiple

Interacting System day simulations for ozone.

(PARIS)

Probabilistic Resource A computer simulation model that projects oil and gas

Estimates Offchore resource potential on a structure basis; calculates a range of

(PRESTO) resource quantitics that are projected to exist.

Postsale Analysis System Supports the area-wide concept of lease sales; modified to

(PSAS) support large sale offerings and also provide for postsale bid

acceprancefrejection procedures.

At present the automated data and systems reside principally on Concurrent Computer Corporation (CCC)
minicomputers in the Regional offices. These minicomputers are obsolete in all aspects of modern
information systems technology. In response to this situation and in an effort to make more efficient use of
our significant investment in microcomputers, LANs, and related equipment and sofcware, Offshore has
developed, and is implementing in stages called “releases”, the Technical Information Management System
(TIMS).

Technical Information Management System (TIMS)
. Background

The Technical Information Management System (TIMS) was created by Offshore to provide a comprehensive
corporatc database that will build Offshore data into a linked information system. In addition, it includes
replacing/modctnizing hardware and systems software.

The purpose of the TIMS is to provide the Offshore Program with the necessary up-to-date automated tools to
camy out its mission of leasing on the Outer Continental Shelf (OCS) in an envitonmentally-sound manner and
to insure proper monetary rerum to the U.S, Government for leased resources. Simply put, the TIMS will
place the Offshore Program on par with the U.S. oil and gas industry, @s to availability of dmely, current,

.- technically correct information. Present manual and'automated systems do not provide this capability. The
TIMS is being designated to further facilitate receipt of millions of dollars in revenues to the Federal
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Govemment from the l'eesiﬁg and production of energy resources by conducting sophisticated geological,
geophysical, enginecring, social and economic reviews that industry has been collecting for years. ‘Thus, the
TIMS will provide information which is critical to the MMS mission.

In implementing the TIMS, the MMS is conducting the necessary analysis, systems development, and
acquisition activities leading to the modernization of all mission-critical information systems used in support of
the IMP and other MMS activities. When the TIMS has been completwd (FY 1999), MMS will be able to
better fulfill its extensive regulatory responsibility governing the safety, proper design, and technical operation
and inspection of the producing oil and gas structures on the Queer Continental Shelf.

In addition to replacing/modemizing computer hardware and systems software, the TIMS program is building
a more comprehensive database consisting of TIMS programs and TIMS wbles to address presently uamet
needs in environmental dat, environmental analysis, resource and tract evaluation, operational trend analysis,
oil spill risk, safety inspection data capture and review, management of oil pipelines, and hazards review for
drilling. When fully implemented, the TIMS will consist of technical tools, standards, interfaces, and shared
data that will be used within the Offshore program to enhance cost cfficiency and management effectiveness.

The TIMS was started in FY 1992 s a Pilot Project in the Gulf of Mexico Region (GOMR). The TIMS was
-constructed in a modular fashion by the development and deploymenc of a seties of application softwate
implemenmtions called TIMS Releascs. Twelve releases were planned for the TIMS completion. Each
release brings additional applications into the pladform. This approach allows for high priority parts of TIMS

to be implemented and evaluated in a shorter time-frame instead of a “grand design” approach, which would
only allow all parts to be available at the same date in the distanc future. The Piloc was completed at the end of
FY 1994 and will be evaluated by January 1995. At that time, the plan calls for the expansion of TIMS to other
Regions.

The carly development and deployments of the TIMS releases into production in the Gulf of Mexico Region
has been extremely successful and beneficial to the Offshore program. As a result of the implementation of
those releases a large percentage of the information and system that were running on the Concurrent
Computer Corporation (CCC, formerly Perkin-Elmer) are now running on the TIMS pladform. The CCC's
are obsolete in all aspects of modem information systems technology: hardware, datbase management system
software, programming languages and telecommunication. The majority of application systems are well past
their normal systems life cycle. Spedific benefits that were derived from these early Releases include:

= establishment of the basis for a TIMS fully-integrated “corporate”™ database structure to support
the entire Offshore program, including key informatdon such as: )

@ Block, Company, Well, Leasc, Platform, Pipelines, and Seismic;

= providing reference data for Resource Evaluation’s Geological Interpretative Tools (GIT)
Project; :

= scismic lines, permits, shot points, velocity surveys, requisition tracking and seismic section map
inventory;

= the provision of online access to a large complement of data as mentioned above;
= support for Offshore Operations, including platforms, rigs, pipelines, and wells;

= support for Leasing, including block information with descriptive information for each feature in
each stage in the Arca Evaluacion and Decision Process for Sales in the 5-year Program.

Also vital in the carly stages was the creation of a complex, technically sophist.icatcd, seismic mapping
initative called Geological Interpretive Tools (GIT). GIT is an inidatve to bring 2 and 3 dimensional
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geological evaluation tools to bear on the resource evaluation processes within Offshore Mincrals Management
(OMM). There are five different software systems that comprise the GIT, which were purchased in the
beginning of FY 1994. They are: interactive, interpretive mapping well log analysis; scismic interpretation;
reservoir analysis; and Geographic Information System (GIS). GIS is a generic set of workstation graphic and
analytical tools used to interactively display, correlate and output layers of geographical and environmentat
data.

FY 1994

In FY 1994 che TIMS was supported with appropriated funds of $5 million. This funding was supplemented
by an increase in rents of $2/acre on each lease sale tract and will be used for TIMS development. This rental
rate increase initiative was implemented at the end of FY 1993 and yielded approximately $5 million for
TIMS’ usage. FY 1994 brought about the completion of Release 4, which expanded GIT base mapping
capabilities, lease administration, and added well and production and inspection data to the database. The'
CCC development machines were shut-down in the GOMR. This brought approximatety 55% of the
functionality that was petformed on the CCC to the TIMS placform. Because many more functions are being
inctuded in the TIMS that never existed on the CCC, 55% of the TIMS itself has not been completed. As
stated before, FY 1994 also brought about the completion of the pilot project.

FY 1995.

In FY 1995, TIMS base funding was decreased to $3.6 million; however, the ceiling on TIMS use of
collections from rental receipts was raised to $8.8 million. Therefore, the TIMS is continuing its growth as
planned. The funds will be used to cover the costs associated with the continuance, development, and/or
expansion of TIMS Releases. T'wo more releases are expected to be installed during FY 1995. The new
releases will cover: Windows formats for current applications; installing more powerful workstations/servers;
adding meters and reserves data; and the expansion of mapping capabilitics. The TIMS pladform will also be
cxpanded beyond the pilot area in the Gulf of Mexico region to the Alaska and Pacific Regions. The Mapping
and Survey Swaff, which played an important role in adding data to the GOMR pilot project expects to receive
2 ncw application version in FY 1995. Additional worksmtions/servers will be added duc to the expansion into
other regions. Itis also expected thatin catly FY 1995 the CCC minicomputer will be shut down in Alaska *
and that data will then reside on the TIMS pladform. I

FY 1996

The TIMS is expecting to be supported entirely through the tental rate increase initiadve in FY 1996, The
requested cap increase from $8.8 million in FY 1995 to $12.4 million would enabie the TIMS to complete tivo
more releases. These releases include completing pre-sale, sale, and post-sale activities, expanding the
inspection system, expanding the environmentzl system with socio-economic studies, and gencrally expanding
applications in each location. The TIMS production system should be completed at Headquarters, with a
minimum of applications expansion for the furure. Eardy FY 1996 should see the shut-down of all the
remaining CCC's.

Future

When the TIMS development comes to a close, the ADP functions within it will not. New technology and
capabiliies will be introduced, and more and more functions will be automated. However, less money will be
needed for maintenance and upgrades then was needed to implement TIMS. In addition, maintenance and
upgrades will always be necessary as well as expansion of applications. With the life cycle of hardware being a
vital part of future growth, and to ensure that we stay on par with industry, continuous upgrading and
maintenance will be necessary. Initial plans had the acquisition and conversion of data being 2 program
funding responsibility. We now plan to use receipts from the rental rate increase to supplement our daca
conversion efforts,
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Ongoing Workloads
* _ Number

FY19%4 | FY 1995 | FY 199

_ __ W Bej _ | _Acwmal | Estimate | Estimate

TIMS Releases S n 2 2 2
Local Area Networks g 8 8 9
UNIX Workstations/Servers -0 - 38 70 90

Microcomputers Installed and Maintained | '1,250]  -1,100 1,000
|ADP. Contracts Administered _ ___ 8 8 8
| TIMS Programs and Tables __ 1,000 1300 1500

Justification of Program Change
Information Management Program

(Dollars in thousands)
1995 1996 |
Enacted - Request Change
$ 9,858 6,409 3,600}
FTE 98 98 I ')

Given the recent success of Sale 147 in the Central Gulf of Mexico, and future sale prospects coupled with
new technologics, the estimatgs for the amount of additional receipts (particularly rental rate increases) that
can be used for the TIMS has increased to the point that a viable program can be funded solely from this

source.

Eliminating the base of $3.6 million, however, must be accompanied by an increase in the cap o $12.4 million.
Without raising the offsetting collections cap, TIMS would only be funded at a level of $8.8 million which
would delay the replacement of our existing obsolete minicomputers and not permit the purchase of data to be
putin the corporate database. The maintenance sgreement on these minicomputers runs out in September
1995. The lack of replacement technology would put mission performance at risk. A reductdon in planned
funding would also necessitate a significant adjustment in the TIMS implemenution schedule, thereby
delaying the substantial benefits it will provide to both mission performance and revenues collected.
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Royalty Management Program

Justification of Program and Performance
Analysis by Subactivity

dollars in thousands
- 1995 | 1996 |Change:
Enacted | Uncontrollable | Programmatic | Budget [ from
. 'to Date |  Changes Changes  |Request| 1995

Valuation &| $ | 34214 ' 518 1,43 36162}  1,948]
Operations|FTE'| 3 | -20 316 20
Compliance} $ | 33,806 606 940| 35,352 1,546,
FTE| 3e8| | 5| 398 5

Late Disb.| $ | 0 —— — - !
Interest| FTE | 0 7 | i el
Allottee Refunds| $ 15 — — 15§ o
FTE, L . L=y o=

Total| $ 68,035| 1,124| 2370] 71,529 3494}
_|FTE| 729 1 s 714 15

Uncontrollable changes include: additional payraise costs, odher cast dhargs.
! The FY 1995 FTE figure indudes FTE for unfunded hardrock program

Mission,

The Royalty Management Program (RMP) is that part of MMS which is responsible for collecting revenues
carned from the leasing and production of mineral rights on all Federal and most Indian lands and for
disbursing these revenues to various recipients as authorized by several statutes. RMP collects mineral leasing
revenues from Indian lands and transfers these monies to the BIA for distribution to cither the Bureau of
Indian Affairs (BIA) or to the appropriate Tribe or individual Indian mineral owner. Average annual
collections range from $3-4 billion with approximately 85% going to the U.S, Treasury, 14% to States, and 1%
to Indian Tribes and allottees.

RMP collects 1) upfront bonuses paid by industry for the right to explore for minerals, 2) annual per acre
rental, and if production occurs, 3) royalties. (See the Receipts section for demils.)

RMP collects and disburses revenues collected on lands administered by the Departmenct of Interior (MMS’
Offshore Minerals Management Program, the Bureau of Indian Affairs, and the Bureau of Land Management),
the US Forest Service, the Army Corps of Engineers, and the U.S. Miliary. RMP wdtks closely with the staffs
of these bureaus and MMS' offshore program organizations to improve overall royalty management

RMP is not a land administration organizadon. Therefore, unlike MMS’ offshore program, BIA, or BLM, it
does not determine the lease contract conditions (amount of rent, bonuses or royairy rate to charge, or any
lease compliance requirements). Rather RMPs role is to determine the marker value (gross proceeds) on
which the royalty rate is applied to determine the recipient’s share of revenues -this is both complicated and
often contentious with revenue sharers (States, counties, Indian mineral owners, and industry).
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RMP is responsible for collecdng all revenues from
leasable minerals, those authorized for extraction by
the Mineral Leasing Act of 1920 and associated
statutes, while the BLM is currently responsible for
the administration of locatable “hardrock’ minerals,
those autharized for patenting by the Mining Law of
1872, If the Mining Law of 1872 is reformed, it is
expect=d that RMP will collect any royalties assessed
on hardrock minerals.

Functions,

The RMP conducts business in five main and integral }

operadonal areas, listed sequentially:

= Payment and reporting where
requirements, regulations, and guidance are
developed and maintained to aid companies
to report and pay voluntarily timely and I
accurarely.

w Collection and processing where
revenues and data are collected and processed
_through automated systems to maintain ‘
financial revenue accounts and production
data,

=« Distribution and explanations where
disbursements (and explanations of these
payments) arc made monthly to States,
Tribes, US Treasury, BIA, and other
government agencies and where mineral
revenue and production data are shared with
all interested parties.

= Verification where numerous automated
application programs are used to verify correct
payment and reporting, audits are conducted,
and the cooperative/delegated audit programs |
with States/Tribes are administered.

= Enforcementwhere the debt collection
and royalty penalty systems are applied and
administered, and royalty litigation and
appeals support is provided.

Organization &Budget Structure |

RMP’s budget structure basically parallels its ‘
.organizational structure (refer to organization chartin

' revenue collection and disbursement resided
| with several Federal burcaus. In 1926, Congress

| rcgional offices. Mineral revenues were

' hundred million dollars.

. The Commission issued 60 recommendatons for
' improving royalty management. Principally, the

1 ¢ Auniform, centralized accounting program

| incorporated into royalty collection functions,

 In 1982; MMS was created implement the

. field operations remained with the BLM. The
i collection of all rents, bonuses and payments to

Legislative Background
Up undil 1982, the responsibility for mineral

gave the USGS the responsibility for supervising
lease operations and royalty collection while
leasing surface protection and reclamation
remained with the General Land Office (later
the BLM). Royalty management functions were
decenaalized and integrared within 11 USGS

distributed biannually to the States by the BLM
and to the US Treasury by the USGS.

Duting the 1950’s through the 1970’s the GAO
and the Interior’s Inspector General repeatedly
criticized the Department for mismanagement of
Federal mineral royalties. Estimares of annual -
royalty underpayments ranged up to several

In 1981, the Commission on Fiscal
Accountability of the Nation’s Energy Resources
(the Linowes Commission) was established.

Commission urged:

v The creation of an independent royalcy and
minerals management agency, and

staffed with professional financial managers.

This agency was to implement a production °
verification system whase findings would be

and to replace the lease based royalry

management system with a payor based approach.

recommendartions of the Linowes Commission.
The Deparmnent transferred all royalry and lease
functions of the USGS to MMS and consolidated
all offshore leasing activides in MMS. Onshore

Stares also were transferred to MMS.

ontinue on next page
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General Smt=ment) which is based on the above
funcrions.

A Deputy Associate Director (DAD) for Mineral Revenue
Valuation and Opcrations (V&O) has oversight of the first
three functdons listed above, as well as a division-which
prepares regulations and provides determinations relating
to technical royalty valuation issues. The operation and
maintenance, and development of, major ADP systems is
also the responsibility of this DAD. These functions are
performed first by RMP, and therefore are described first
in the following budget namative (V&O subactviry).

A DAD for Mineral Revenue Compliance oversees the
verificadon functions listed above. Oversight
responsibilities include 4 regional compliance offices and
a division performing various automated verification
routines.

The Associate Director is supported by a Program
Services Office which provides detailed budget execution,
oversight and liaison functions, preparation of Freedom of
Information requests, other statistical data requests and
briefing papers, and payment of common service charges,
such as exxemal telephone service, software licenses,
LAN/WAN operation, and workforce training, etc.

Additionally, the AD oversees the Office of Indian
Royalty Assistance which was formed in the eatly 1990’s
to address the special needs of the Indian communiry,

- especially individual Indian mineral owners. Witha
greater emphasis on getting payors to pay correctly on
time, an Office of Enforcement was created in FY 1994.
These organizational offices’ functions are more closely

continued from previous page
In 1982, the Federal Oil and Gas Royalty

Management Act (FOGRMA) also was
enacted with the provision that

“the Secretary shall establish a
comprehensive inspection, collection, and
fiscal and produdtion accounting and
auditing system 1o provide the capability fo
accurately determine oil and gas royaltis’.

FOGRMA also required monthly (instead of
biannual) payments to States and authorized
coopenative agreements and delegationsto
States and Tribes to perform audits and
inspections. )

A decade has passed since the areation of
MMS and the passage of FOGRMA. During

the first 5 years, RMP developed systems,
policies, and procedures to meet the

. expectations of oversight organizations and

constituents. In the later 5 years, budget
resources, in combinadon with maruring
policies and procedures, have enabled
substantive program improvements,
regulatory clarification, and improvements in
coordination within Interior and with MMS
constituents

related to those of the DAD for Compliance and so are discussed in that subactivity namative.

Two small subactivities are 1) Late Disbursement Interest which suthorizes internal RMP funds to be
reprogrammed during the year w pay lste disbursement interest to States when RMP cannot meet the
mandated FOGRMA timeframes, and 2) Refunds to Companies on Behalf of Allottees which is a small

request to provide relief to payors when recoupment from current royalty payments is not possible or practcal.
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Mineral Revenue Valuation & Operations

Justification of Program and Performance
Subactivity Funding Summary

dollars in thousands
1995 1996 | Change
Enacted | Uncontrollable | Programmatic | Budget | from
to Date | Changes Changes |Request| 1995
Valuation &| $ 34,214 518 1,430 36,162 1,948]
Operations FTE! 336 : 316 -20

Uncontrollable changes include: addifional payraise costs, other cost charges.

! The FY 1995 figure includes FTE for an unfunded hardrod: royalty program regquest; tkis error is corvected in the
FY 1996 request.

Data Management Division

The Data Management Division is responsible for all non-revenue data - the legal information essential to
effectuate revenue functions. Specifically, DMD accurately establishes and manages all automated reference
data files atriburable to Federal and Indian mineral leases, payor files, and agreements.

Maintining reference data is the first step on which all other functions depend. All royalty reporms, production
reports, billings, exception processing, and to an increasing extent, sudits, depend on an accurate daw base.
Reference dam is the key to the RMP automated systems and applications programs.

= The Division serves as the royalty and rental reference data focal point for the Bureau of Land
Management, Bureau of Indian Affairs, other surface management agencies, offshore MMS
components, payors, lessees, and all RMP components.

& The Division collects, translates, and processes necessary non-revenue data to produce a
comprehensive Common Reference data base (CRD) that supports the distribution of cach
lease’s royaldes, bonuses, and rentals.

= The Common Reference Database, contains approximately 101,600 leases, 71,400 revenue
sources, 348,900 selling arrangements, 13,800 lease agreements, and 22,000 payor codes. In
FY 1994, managing this dam base required 30,360 changes contained in Payor Information
Forms and 24,900 lease and agreement actions. The CRD consolidates pordons of data bases
from the BIA, BLM, and MMS’ offshore program, as rclated to Payor data, those of Oil and.Gas
and Solid Minerals payors. ‘

= The solids minerals staff managed about 1,300 leases in FY 1994.

These responsibilitics arc assigned based on geographic location, production status, lcase owner, and products
relative to a lease or agreement
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There are four broad categories of work in the Data Management Division (DMD): Oil and Gas (O&G) payor
information, O&G rejected royalty lines, and O&G lease and agreement maintenance and Solid Mincrals.
The payor information and lease and agreement workloads comprise the largest porton of the CRD.

Payor Information ¥Form Processing. The Payor Information Form (PIF) represents a
fundamental component of the data base. Since payments on the lease may be made by an endty notlegally
associated with the lease obligations, information must be gathered to identify who is going to pay lease
obligations. The PIF serves this purpose and is entered by contractor support staff. Efficiency improvements
from FY 1993 to FY 1994 have resulted in a decrease in contractor support from 30 FTE to 19 FTE.

Rejected Royalty Lines: Royalty lines (payment information) may be submitted incorrecdy by payors.
When a royalty line is submiteed, it is compared to the data base through a series of edits. If & problem is
detected that jeopardizes proper distribution, the line “rejects.” Rejected lines will not update the financial
system for dismibution to recipients and must be corrected. The DMD is responsible for analyzing and
cormecting royalty reports that have data base implicacions. '

Lease and Agreement Maintenance. The primary components of RMP’s data base are leases,
agreements, and payor information. ‘Each of these primary components contain many “fields” of information.
The lease and agreement workload represents additions, changes, and deletions of data in the various ficlds.
Over the past fiscal year changes to work processes have resulted in @ decrease in monthly inventory of
pending work actions from 825 to 320,

Solid Minerals. The Solid Minerals Staff, of the DMD, provides a wider range of services than that which
is provided for O8G. Solid minerals is responsible for reference data, all royalry accounting (not just those
having data base implications), production accounting, and payor account reconciliaion. The consolidation of
these functions is intended t offer enhanced expertise and efficiency in recognition of the unique character of
cach solids lease.

Reports and Payments Division
The Reports and Payments Division (RPD) functions include:

o Processing all incoming royalty remitrance and production reports and payments related to oil,
gas, and geothermal royalty and production on Federa! and Indian leases;

- Gorrccnng errors on all royalty and production reports received and issuing liquidated damage
assessments for those emors;

wr Providing technical reporting and payment assistance and training industry payors, operators,
and lessees of record; and '

= Coordinating production and royalty-related matters with industry, State governments, Indian
Tribes, other Federat Agencies, and other RMP offices.

In support of RMP’s Strategic Plan for business improvements, RPD’s Tactical Plan includes:

= Mainuining overall current royalty reporting error levels and reducing excessive royalry
reporting errors for selected midrange volume reporters;

= Increasing availability and use of alternative royalty and productdon reporting methods (e.g.
Electronic Data Interchange (EDI), magnetic tpe, disketee);

wr Improving accuracy and usefulness of production and well reference dara, and
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= Improving compliance and accuracy of reporting.

In FY 1994, RPD’s Document Control activity received 108,302 royalty documents, 260,931 production
documents, and 7,680 valuation documents, Document volumes are not anticipated to significantly change
from present levels during FY 1995 and FY 1996, However, contractor error correction support could diminish
during both fiscal years if simplified reporting alternatives under review such as EDI wansfer of mformal:lon,
tape, and floppy diskette are adopted by reporter companies. The installadon of new document i 1magmg
technology in FY 1995 should further diminish contractor file management maintenance supportin FY 1996
due to electronic media conversion.

Industry Royalty Document Error Rates
Fiscal Years 1990 - 1994

Fiscal Year [ 199 | 1991 1992 | 1993 | 1994 |

_EnorRatcPercenge | 54 | 48 [ 45 | 36 | 34

The RPD’s Royalry Reporting and Payments activity is one of the primary contacts with payors, lessees, and
purchasers who remit royalty reports and rental and royalcy payments to the Auditing and Financial System

" (AFS). This actvity cormects reporting errors ( e.g. misreporting lease number, missing or invalid sales/month
year, missing or invalid wansaction code, etc.) and provides technical reporting and payment assistance to
payors. In FY 1994, this activity processed 2,872,096 royalry report payment lines submitted by some
1,818 payors with a payor error rate of 3.4 percent compared to 3.6 percent in FY 1993. Payor error rates have
drastically declined to the present level from 36.3 percent in FY 1983, This reduction is the result of RPD’s
concerted efforts to improve the timeliness and accuracy of the reporting and payment process. Total reported
royalty payment lines are expected to remain relatively unchanged during FY 1995 and FY 1996.

A concerted error correction and workload analysis effort will continue to encourage companies to take
advantage of existing methods to simplify reporting and improve reporting accuracy during FY 1995 and
FY 1996. Smategies will be developed to encourage and help companies reduce their reporting errors.

The RPD’s Production Reporting activity is the primary contact with opcral:ors and high- lcvcl mdusl:ty
representatives who report to the Production Accounting and Auditing System (PAAS). This activity collects,
maintains, and distributes sales and production data related to oil and gas removed from Federal and Indian
leases. In FY 1994, this activity processed over S million lines of production data submirted by some

3,000 operators wuh an operator efror rate of less than 4 percent. Approximately 47 contractor staff provide
opcration and maintenance support for PAAS. To further reduce operator reporting errors, 2 reconciliation of |
operators’ reference data began in FY 1994. The effort reduced error rates and the number of exceptions by
76 percent for targeted operators. The improvements will ensure accurate reporting by operators and
confidence in the data used by States, Indian Tribes, and other Federal Agencies.

" Industry Production Document Error Rates
Fiscal Years 1990 - 1994

iy Fiscal Year 1990 1991 _ 19?2 i, 1993 * 1994
Erro: Rate Pctccnmgc 59 49 45 [ 4.0 3.8

RMP makes training available to all reporters. In FY 1994, 482 participants representing 249 payor companies
atrended the payor training sessions to update payors concerning royalty reporting and payment requirements

for oil, gas, and geothermal resources. Also, in FY 1994, 474 participants representing 239 companics attended
the operator training sessions to update operators concerning production reporting requirements. A concerted
error correction and workload analysis effort will continue to encourage and help companies reduce the error
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rate during FY 1995 and FY 1996. Induswuy u'aining, theough inflation alone, consumes a larger percentage of
the RMP budgct. However, as in the past, tmmng seminars will be held; this effort will be supplemented
with t:mmng targeted to individual companies that have high error rates. Additional outreach efforts will focus
on converting reporters who report on paper to convert to floppy disk and EDI reporting, thereby reducing
dana entry costs and increasing accuracy of data submicted.

Royalty Accounting Division

One of the main objectives in forming MMS was to improve accountability of the Nadions mineral resources.
In 1982, according to the Linowes Commission report, the government's royalty record keeping for Federal
and Indian oil and gas leases was in disarray. Since the establishment of MMS, which centralized mineral
revenue actvities, record keeping has dramatically improved.

Appraximately $4 billion in annual revenues are accounted for and disbursed as required by FOGRMA
timeframes to the proper recipients (on-time disbursement of these monies is now at approximately 99%).
The corresponding interest that must be paid to Staces and Indians for late disbursement has decreased from
over $1 million in FY 1985 to just over $58,000 in FY 1994. In addition, MMS has received independent
unqualified opinions each year on the financial statements RAD prepared in accordance with the Chief
Financial Officers Act.

RAD's constituents include: 38 States, 25 Tribes, and 20,000 Indian allottees receiving disbursements, as well
as 8 Federal Agencies/Bureaus receiving fund transfers.

The Royalty Accounting Division (RAD) is responsible for a2 number of royalty accounting functions includi'ng
the following:

& Disuibute mineral revenues and interest payments to State, Indian, and General Treasury
accounts on a monthly basis in accordance with FOGRMA

w Disbursement to States are now monthly versus semi-annually prior to the formation of
MMS. Indian disbursement is now daily to the Bureau of Indian Affairs (BIA) office in
Albuquerque. States, Tribes, and BIA offices now receive explanation of payment Tcports
which deil each payment. °

@ Disbursement of revenues from oil and gas leases previously handled by the Forest
Service and Army Corps of Engincers is now made by RAD. This means the States
receive their money on a monthly basis rather than semi-annually and that all States
receive mineral revenues from one, rather than several, burcaus.

& Identify and produce follow-up bills for delinquent receivables and take appropriate collection
steps on unpaid balances from payors, lessees, and lessee surcties;

& Account for all mineral revenues in a system of accounts which enhances MMS? ability to
explain in dewil the source and types of mincral revenues collected as well as the distribution of
those revenues. This information is viral for royalty policy decision makers;

= Provide royalty accounting information to those parties, including States and Indian Tribes,
which have a need for such information in accordance with FOGRMA.

wr Administer the Royalty—m- ind (RIK) program as authorized by the OCSLA and MLA. Small
refiners are able to remain in business due to the RIK program. The RIK program pays for itself
through administrative fees charged to the program’s users. These fees go to the General
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Treasury Account.
The following activities also provide our constituents with additional benefits:

= RAD handles all billing actions to ensure payors comply with MMS regulations. These actions
have increased dramatically since MMS was formed when almost no bilis were issued to payors.
These actions result in more revenue to our consticuents as well as produce more up-front
compliance a5 the companies learn what should be done to avoid these billing actions. Billing
actions include: issuance of the invoice, debt collection activities, surety maintenance, and final
callection.

= Electronic payments have been encouraged by RAD allowi‘ng constituents to receive funds
faster, as well as more economically, and safer.

= RAD assism.Tﬁbcs in administering the Indian Self-Determination Act which allows Indian
Tribes to enter into contracts with the Secretary of Interior to plan, conduct, and administer
programs, or portions of programs performed by RMP.

@ RAD accounts for non-standard leases issued under the Indian Mineral Development Act which
gave Indian Tribes the authority to generate unique lease agreements directly with oil and gas

compamcs.

The following are indicators of RAD’s workload and acdvides;

FY1994 | FY1995 _FY 1996 .

____ Number of Bills w Payors 14,637 12,600 13,000

: ) Number of Checks received| 64,345 64,000 63,800 !
Number of Wire Transfers reccived 7,084 7,200] 7,300
Number of Refunds to Payors 915| 1,000 1,000

" Number of RIK contract] 9 12 18}

Other benefits to royalty recipients and the U.S. Treasury include:

= While heavily automated, manual intervention is needed in certain situations to match payables
and receivables in order to meet disbursement deadlines — decreasing late disbursement
interest to States and Indians, and costs to the taxpayer.

= The investment administration and accounting of over $1 bllllon in escrowed Alaska/Federal
boundary dispute fevenues.

% Calculates and administers the Net Receipt Sharing Program which recovers a portion of the
annual operating costs of the Federal leasing program from States (refer to Permanents section).
Recovered costs are deposited to the General Fund.

RAD has been able to downsize while sall improving services to consttuents through a continual effort to
streamline processes to make each activity more efficient and effective.
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Valuation and Standards Division

In general, royalty is based on the value of the commodiry produced, the volume of production sold or
otherwise disposed of, and the royalty rate applicable to the lease. However, several factors add to the
complexity in decermining the valuc of the commodity sold, such as sales to affiliatcs. The Valuation and
Standards Division (VSD) uses product specific information provided by the lessee or operator and applies
applicable laws and regulations, legal precedent, and/or Agency policy to prepare a decision document
detailing the proper method to be followed in determining royalty value. VSD also determines if a lessee
meets the regulatory requirements to claim allowances (reductions in royalty payments) for various types of
transporation or processing costs.

The VSD is responsible for

= Preparing product valuation regularions and guidelines for internal and extcrnal constituents;

= Interpreting and enforcing valuation regulations and guidelines;

= Providing valuadon cutreach;

= Approving transportation and processing/washing royalty deductions; and

" Providing technical support to goveinmcnr. agencies and industry on valuation and related issues.

The VSD anticipates workload increases from FY 1994 levels during FY 1995 and FY 1996 for the following
reasons:

w RMP’s contract settlement initiative will increase VSD’s technical advise and assistance
workload.

. .= Publication of Payor Handbook valuation chapters will increase VSD'’s technical advise and
assistance.

s RMP’s expanded majority pricing coverage will increase VSD'’s appeal workload.

Other notable activities also impacting VSD's FY 1996 workload include the following:

Federal Gas Valuation Negotiated Rulemaking Committee

In response to a recommendation from MMS’s NPR Reinvention Laboratory, this committee has been tasked
to simplify the valuation requirements for gas from Federal leases. Current valuation requirements are
difficult for industry to comply with and equally roublesome for MMS to determine payor compliance
particularly with the advent of deregulation brought about by FERC Order 636. Also, the current gas
valuation regulations require lessees selling production to affiliates to have knowledge of what other
companies ate selling similar gas for under arm’s-length contracts. The difficulty is that lessees do not always
have access to this information. Secking to involve ll affected parties in the rulemaking process, the
committee is comprised of MMS, State, and industry representatives. The report expected from this
committee, while simplifying the burdensome and complex reporting currently required of payors, will
necessitate continuous involvement of VSD personnel in both monitoring and execution.

Indian Gas Valuation Study Team

Also in response to the NPR Laboratory’s 1993 recommendation for simplificd gas valuation, RMP formed an’
Indian Gas Valuation Sudy Team. This study team was originally formed wich members representing MMS,
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BIA, Indian Tribes, Indian allottee associations, and Indian mineral development support organizations. In
FY 1995, the team will be chartered under the Negotiated Rulemaking Act and will include representatives
from the gas industry. The team published an Advance Notice of Proposed Rulemaking in August 1994. A
Notice of Proposed Rulemaking is planned for FY 1996.

Valuation Outreach Efforts

In support of RMP’s Swategic Plan, VSD’s Tactical Plan calls for continuous improvement in the valuation
guidance VSD provides to its internal and extemal customers and the communication of that guidance in an
effective manner. While not eliminating enforcement actions, RMP's vision of achieving voluntary
compliance with royalry regularions through educational outreach sessions will continue to be supported by
VSD in FY 1996. In FY 1994, VSD provided 20 training sessions to over 578 attendees in addition to
participating in AFS payor outreach seminars. Trainees at these nadonwide sessions included industry, other
agencies, foreign governments, and MMS employees. The VSD will continue its oumreach efforts in FY 1995
and 1996. Industry training, through inflation alone, consumes a larger percentage of the RMP budget.
However, as in the past, training seminars will be held; this effort will be supplemented with training targeted
to individual companies that have high error rates.

Major Portion Pricing Initiative

Indian lease terms require payors to pay royaltics on the higher of the price received or the highest price paid
for the major portion of production from the field. ‘The data necessary to determine this major portion price is
often not obtainable by the payor. Therefore, the VSD collects the nceessary information, calculates the major
portion price, and bills the payor for any additional royalties due, if necessary. In FY 1994, $283,000 in
additional royalties were collected for the Anadarko Area and Southemn Ute Indians. In FY 1995 and 1996,
VSD witl expand its major portion coverage to include Shii Shi Keyah allorted, Navajo Nation, Jicarilla Apache,
Blackfeet, Northern Ute, and Ute Mounuin Ute Tribal leases.

Systems Management Division

The Systems Management Division (SMD) provides all information and data systems services for the Royalty
Management Program and its constituencies (RMP, States, Tribes, BIA, BLM, and other agencies). Services
.include operations and maintenance of the RMP Mainframe Date Center, telecommunication network -
support, training, electronic data interchange, electronic messaging, and contract support. SMD efforts
support all RMP functions. Without the fast, large compurational systems in place today RMP could not meet
the disbursement schedules and comprehensive sccounting and production requirements mandated by
FOGRMA. RMP mission accomplishment is dependent on the systems and technical infrastructure SMD
maintains.

Royalty accountants, auditors, and production analysts completely rely on numerous application programs and
resultant reports to correct errors, match payments to reports identifying recipient, and achieve compliance
through numerous cross-check verification tests.

In FY 1994, this work is performed by 52 SMD systems seaff working in conjunction with a single contractor
fitm AMS/OC employing approximately 146 employecs. The SMD suaff’s functions ate focused on providing
strategic direction for RMP’s information systems and managing the many projects involved in achieving these
strategic goals. These functions include; ’

o strategic and tactical planing,

=@ technology assessment and planning,

& security and contingency planning,

& technical support to State and Tribal auditors,
‘s LAN/WAN network administration,
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= procurcment and conmact management,

o raining,

= coordination of systems and standards with Federal, Scate, Tribal, and private indusery entities,
& clectronic data interchange, and

w management of enterprise-wide electronic messaging and scheduling.

The contractor’s role is primarily to operate the RMP mainframe dat centet, provide dat entry support,
develop and mainmin RMP’s application systems, and support RMP’s telecommunications and hardware

infrastructure. The distribution of duties are in line with current private industry practices of out-sourcing
operations functions while retaining planning, procurement, and s€curity functions.

Ongoing SMD Workloads:
Operations & Maintenance:

& Operations and maintenance of RMP’s mainframe computer center. Operations and
maintenance tasks range from data enay to final reporr distribution and all processes in between.

= Maintenance of all RMP’s applications. This involves the maintenance of over 2.3 million lines
of mission critical program code, 1,000 computer programs, and 1,800 unique data files.

@ Maintenance of RMP’s dambases. SMD maintains over 50 billion characters of current and
historic database information on such arcas as royalties, production, billing, distribution,
exceptions, leases, and, payors.

=& Opcrations and maintenance of RMP’s wide area telecommunications network that connects all
of its offices and workstations. This network connects over 1,000 workstations within RMP and
provides clectronic messaging end scheduling, file sharing, mainframe sccess, and client/server

ACCESS,
Training and Technical Suppe

wr Information systems training for RMP and constituencies including Stres, Tribes, and other
federal agencies. In 1994 SMD provided 2,800 training sessions to its client.

o Technical support and training for State and Tribal consdtuencies. SMD provides onsite
training and support to 23 State and Tribal audit sites. This includes dialup network,
mainframe, and electronic mail access to all RMP’s state govemment and tribal clients. Over
4,000 clectronic mail messages per month are exchanged with these important constituents.

Oversight and Planning:

=@ Contract services. In FY 1994 the SMD managed over 60 contracts and maintenance
agreements rotaling $10 million. These contracts and agreements range from 2 $7.7 million
annual ADP operations and maintenance contract with American Management Systems
Operation Corporation to a small local monitor repair contract. In addition SMD handles all
major systems procutement actions for RMP.

% Strategic and tactical planning for information and telecommunications services.
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Electronic Communications:

@ Electronic mail to external constityencies. SMD provides two way electronic mail acoess to
RMP’s customers in private industry. Since implementaton of RMP’s X.400 mail gateway, 109
private industry clients have become active users. Besides private indusuy, the X.400 link has
also been used to connect to other external agency clients.

wr Electronic Dana Interchange

SMD has taken a lead position in the implementation of Elcctronic Data Interchange (EDI). In 1994 SMD
successfully installed and tested the baselinc EDI technology thus enabling RMP to initiate EDI as
operational processes. Italso successfully completed a National Performance Review pilot project with
Chevron and Amoco for the exchange of royalty data.

The American National Standards Insticute (ANSI) approved in June of 1994 the standatd for the exchange of
petroleum royzlty information developed by RMP in coordination with other govemnment and private industry
standards groups. ANSI's approval represents the successful culmination of a three year effort speatheaded by
SMD to develop a national standard for royalty data. '

Justification of Program Changes

Automation Efforts.
dollars in thousonds
FY 1995 FY 1996
Enacted Request Change
$ -50 1,380 +1,330
FTE = — ——

Bad:ground:

Information and data systems within RMP have successfully evolved since 1982 from a rapidly implemented,
mulriple minicomputer configuration to a well designed, stable central mainframe operation. In that ime
RMP has never missed a monthly royalty distribution to its constituencies. Although the mainframe operation
is very reliable, RMP’s clients found it difficult to access and use the over 50 billion characters of information
stored on the mainframe.

The client is anyone who utilizes RMP’s information scrvices including employces, States, Tribes, private
industry, and other Fedeml agencies. Therefore, client server technology has been identified as RMP’s
strategic vision to deliver improved services. All information services required by the client to perform their
job will be available from their desktop workstation. From their workstation the client will be able to aceess all
the stored information within RMP. This informarion includes, but is not limited to, historic mainframe and
departmental databases, reports, and scanned source documents. The individual could select, manipulate, and
display information specific to their function, through off-the-shelf application packages such as Microsoft
Excel or Access. They could then communicate from their workstation with anyone they work with, both
within the Program or world-wide by creating and sending ¢lecmronic mail or routing electronic file folders
conuaining various files and documents. Recurring information routing would be automated so that
information would flow and be tracked automatically through defined work processes. From their deskeop
workstation they could also schedule resources (e.g. rooms, equipment, etc.) or mectings clectronically and
Tequest of approve any action that now requires paper forms, electronically. Included in this strategy is RMP’s
rapid shift from paper documents and magnertic tapes to electronic data interchange (EDI) as the primary
means for exchanging data and information between RMP, other Federal Agencies, Smte Governments, and
private industry
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Tn 1994 SMD successfully piloted, or put into limited production, sll phases of its strategic vision except for
document routing. The 1994 pilot included over 50 clients from throughout RMP, will be cxpanded t State
and Tribal sites. A contract for an integrated document management system is scheduled for award in January
1995 and will be implemented over the next two years.

Because of the client server strategy, the requitement for a large scale mainframe systems will be
systemnatically replaced by decentralized, client/server applications. The most significant benefit from this
strategy will come from empowering RMP and contractor employees to be more productive by reengineering
their current work processes. Efficiencies already gained since 1992 have allowed staff reductions of 30% in
SMD and 15% in its contractor personnel with corresponding reductions in SMD’s budget.

Requested Increase:

In 1996 RMP will require additional funding to expand the piloted client/server model w include all
muinframe information systems and to expand the network infrastructure to all clients. Itis important to note
that the movement of mainframe information systems to the client/server model will be performed by y
teengineering RMP’s business functions to take full advantage of the client/server technology.

RMP’s increased desktop computing abilities will benefit sll its clicats including States and T'ribal auditors,
audit residency sites, industry reporters, and other Federal agencies. RMP must expand and mainwin its
wide-area telecommunications and client/server infrastructure which will also support the full implementation
of the National Performance Review electronic data interchange (EDI) pilot project. Specifically, RMP is
requesting this budget increase for:

w Telecommunications Infrastructure: Exend and upgrade RMP’s .
telecommunications network. This effort will provide enhanced information and eleczonic
commerce services to over 1,200 intemal and external clients. The upgrade wili provide high
speed telecommunications channels to State and Tribal auditors and expand electronic data
interchange to all royalty reporters. In addition, the existing local telecommunication network
will be upgraded to fiber, to handle the increased eaffic imposed by client/server applications,
workgroup computing, and imaging. . :

= Client/Server Hardware/Software: As daw scrvices are transferred from the
mainframe to network based information servers, additional client/server hardware and software
will have w be distributed to 30 remote RMP, State, and Trribal offices. ‘The distributed
information servers will provide responsive, accuraee, and user friendly information services to
RMP’s clients. ‘

= Reimplementation of Legacy Systems: With full client/server implementation,
RMP could be off the mainframe by 1998. The move to client/server computing will not only
provide enhanced access to information services, but will eliminate the need for replacement of
the current RMP mainframe and peripherals as they rapidly approach obsolescence toward the
end of this decade. The climination of the remaining mainframe legacy applications, through
reengineeting RMP business processes, is projected to take three years, This increase will be
used to fund additional contractor personnel to provide systems support for the transition from a.
mainframe system to a client/server computing model via reengineering of RMP business
processes.
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Justification of Program Changes
Advisory Committee and Consultation Efforts

dollars in thousands
FY 1995 FY 1996 :
Enacted Request Change
$ 0 100 100

The MMS proposes an increase of $100,000 to fund a growing need for consultation, assistance and guidance
of chartered Federal advisory committees. This estimate is based on past experience with the Royalty
Management Advisory Committee (RMAC) and the Federal Gas Valuadon Negodated Rulemaking
Committee.

RMAC existed in the 1980’s with a membership consisting of policy representatives from industry, States,
Indian groups and the public. RMAC provided key constiment input to regulatory efforts as the royaley
program progressed through its developmental stage. When the program smbilized in the early 1990’s, the
RMAC was discontinued. However, the Royaley Management Program’s resulted in the need fora
broad-based constituent advisory group. The need for such an advisory group has also resulted from several
recent events including: the Indian Listening Conference, Self-Determination and Govemnance legislation,
changes w industry structure caused by market forces, and other Government deregulation efforts.

Without a formal advisory committee, we have been able to obtain only voluntary input from interested parties
through such mechanisms as Advanced Notice of Rulemakings and informal meetings. Input may not be
representative of all groups or a group’s management. These methods can be inefficient, time consuming, 2nd
are less likely to result in constiment support

This increase will respond to continuing demands of the National Performance Review to involve RMP's
customers in key planning and decision-making processes on issues of joint concern. Input from customers
through a formalized discussion, analysis, and recommendation process has proven to be very effective in
achieving consensus on RMP approaches to policy and procedural issues.

This fall, the Department approved MMS’ plans to establish a broad-based royalty policy committee. This
commniittee will be comprised of approximately 25 representatives or more from State Governors® offices,
Indian groups, industry, other Federal agencies, and the public. It will provide input to royalty policy issues
and will use smaller work teams who will report to the full committee in its effores to achieve consensus on
royalty issues. :

For example, a small work team could be formed for MMS to have regular and full discussions with our Indian
mineral owner customers. Their guidance will include identifying ways we can help them move taward self
governance, These interactions will help MMS fulfill the goals of the Indian Self Determination Act and the
Department’s Trust responsibility. The increase will also fund the remaining work of the Federal Gas
Valuation Negotiated Rulemaking Commitree and the soon-to-be chartered Indian Gas Valuation Negotiated
Rulemaking Committee.
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Mineral Revenue Compliance

Justification of Program and Performance
Subactivity Funding Summary

dollars in thousands
1995 . 1996 | Change
{Enacted | Uncontrollable | Programmatic | Budget | from
to Date Changes Changes |Request| 1995
Compliance 3 33,806 606 940 35,352 1,546
FTE 393 — 5] 398 S

Office of Indian Royalty Assistance (OIRA)

The OIRA is RMP’s principal coordinator on Indian issues and its customer service office for Indian allottees.
The OIRA mission includes: assisting Indian mineral owners by trouble-shooting individual problems and '
questions; conducting quick-tumaround, mini-audits on Indian leases; conducting outreach, consultation, and
customer education seminars; and coordinating Indian issues and programs within MMS and with other DOI
burcaus. OIRA operates field offices in Oklahoma Cicy, OK, and Farmington, NM, to provide accessible
service to major allottee populations. Northem tribes and allottees, which are more geographically dispersed,
are serviced by a third field office operated out of RMP headquarters in Lakewood, CO.

Indian Mineral Owner Constituent

I - Data -

NN By __Producing leases

Allomee . ! 2,725
Tribal i — 1,357

A= Customers ___
Individual owners (a/losters) . (est.) 20,000
 Tribes 'l "B . 42
__Mineral revenue payments to
Individual owners _| $20.9 million
_'Illbcs 1 $151.2 million
Direat Customer Assistance

Through its ficld office structure, OIRA provides direct assistance to Indian mineral owners who have
questions and concerns about their mineral revenue payments. Owners are invited to use the twll-free A
telephone lines or visit OIRA offices, or OIRA staff will travel to the owner’s home if desired. Questions and
concerns range from royalty payments to site security and even tax questions. Although many questions fall
outside MMS responsibility, OIRA makes every effort to provide an answer without referring the customer to
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another office. This requires close coordination and effective working relationships with local BIA and BLM
offices. The Farmington office is co-located with BIA and BLM stafF in an effort to provide more timely and
effectve responses to Indian customers.

Many of these owner inquiries generate OIRA lcase reviews or “mini-audits” of the rayalty and production
reports and payments. These reviews can usually be conducted relatively quickly to provide timely feedback
to allottees and will identify the more obvious royalty payment and reporing problems. More technical

problems such ss realty issues, well-site management, valuation, allowances, or other issues requiring access to
source documents are refemred to BIA, BLM, or MMS's Indian audit team. ’

Coordination and Liaison

Overlaying its customer service and outreach responsibilities, OIRA serves as MMS’s principal coordinator and
liaison for Indian issues, problems, and processes. OIRA coordinates within MMS and with BIA and BLM on
operational and policy issues and on the fulfillmenc of the Secretary’s trust responsibility to Indian owners. An
important current OIRA focus is to encourage the establishment of regional interbureau nerworks to provide
the best possible service to and communication with allottee populatons.

FY 1994 FY 1995 FY 1996 '
OIRA Workload Measures Estimate Estimate
Inquiries from individual 884 1,000} 1,100
owners {allotiees)
Lease reviews 331 400 500
Allottee meetings 66 75 90
Tribal meetings 35 40 50
Justification of Program Changes
dollars in thousands
FY 1995 FY 1996 _
Enacted Request Change
$ 1,700 2,140 +440
FTE 23 28 +5

Indian Royalty Management Activities

The Royalty Management Program’s (RMP) Office of Indian Royalty Assistance (OIRA) uscs the ficld office
approach. to improve communication with Indian mineral owners and to personally answer their questions
about royelry payments. It also allows RMP to pursue more aggressively training and education initiatives for
Indian mineral owners and to learn first hand about their interests and concerns. The OIRA also assists Indian
mineral owners through its 1-800 telephone service and written communication.

The proposed request will allow MMS to meet scveral goals of the Memorandum of Understanding between
the AS/Indian Affairs and AS/Land and Minerals. This MOU formalizes the efforts of the Indian Minerals
Steering Commirtee to address concerns of the Indian mineral owner community, many of which were
surfaced in the May 1994 joint Department of the Interior and Department of Justice Listening Conference.

L]
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Funding is proposed to address two of the concerns discussed in the Listening Conference and incorporated in
the MOU, They are 1) increased contracting of natural resource functions as authorized by the Indian
Self-Détermination and Education Assistance Act (P.L. 93-638), and 2) more outreach and consultation with
the Indian community.

w Self-Governance/Determination: MMS currently trouble-shoots problems and
complaints and provides outreach and education. With the requested resources, MMS will work
with interested Tribes to develop new analyrical and procedural techniques that will allow them
to manage theit own mineral revenues while MMS ensures the continued fulfillment of the
Secretary’s Trust responsibiliry.

= Qutreach and Consultation: The MMS will continue to enhance it outreach and
consultation program by esrablishing regular outreach schedules, expanding to all allottee
populations, making more frequent visits, improving quality of educational presentations, and
involving our sister DOI bureaus—BIA and BLM—in all sessions. The Indian Minerals
Steering Comminee has endorsed this long term cooperative approach and members are
planning to personally attend a series of meetings during FY 1995. The additional resources will
be used to conduct more frequent meetings with a broader customer population base than is
now possible and to improve education approaches to adapt to diverse cultures and regional
differences.

This increase will support the Seczetary of the Interior’s policy of suppon:mg and facilimting tibal
self-determination efforts and Dcpartmcnt efforts to improve communication, education, and assistance for the
Indian community. It also continues the Secretary’s Listening Conference consultation approach and supports
E.O. 12862 on Customer Service.

Office of Enforcement

The Office of Enforcement (OE) encourages compliance with the requitements of mineral statutes, mineral
leases, and regulations, We accomplish this by providing appropriate positive and negative incentives to
lessees of Federal and Indian mineral resources. Much of the ground we tread is new. In the past 2 years we
have instituted an aggressive program of using alternative dispute resoluden (ADR) to resolve many old
dlspulm This workload could well increase through 1996. The OE also prowdcs support for major litigation
in Federal court cases when litgation occurs.

Most OE workload of open issues arises from RMP company audits ot from RMP detection of potential
underpayment via automated processes. To date, many cases involve uncertainty regarding the amount, if not
the fact, of underpaymenc. Resolution of these disputes through ADR has been far more efficient than using
administrative and judicial litigation because it saves the time and expense of lidgadon. Nearly three-quarcers
($280 million) of all compliance collections in FY 1994 were through serements.

Notices of Noncompliance

We have also become more aggressive in using Notices of NonCompliance (NONGs) and civil penaldes.
NONC's are issued when sufficient evidence exists that a lessee has not complied with an order, lease term,
regulation, or statute. NONC’s are authorized, for oil and gas leases only, by section 109 of FOGRMA.

The increased use of NONC’s (11 issued in FY 1993; 79 issued in FY 1994) has encouraged increased
voluntary compliance. Even the threat of penaltes has increased the care taken by certain lessees that had not
always exercised proper diligence. We have worked with several lessees to increasc their timely and corrcet
payment and have changed their behavior.
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Alternate Dispute Resolution

Alternate dispute resolution (ADR) uses joint RMP-industry discussions to settle appealed royalty issues with
mineral leasing companies. We conduct ADR with companies using a team composed of representatives
including RMP Divisions, OE, other MMS and/or Selicitor officials and, if onshore or wribal monies are

" involved, a representative of affected states or tibes. We have resolved many of the outstanding issues
involving production prior to 1988 (when'new valuation regulations wete issued) and expect to resolve a large
portion of them by the end of FY 1996.

RMP has become quite proficient at resolving these disputes, This process decreases the time and effort for
both RMP and the lessees to pay the correct amount in a relatively timely fashion. Sctdements have both
resolved the amount of money owed for past disputes, and have clarified the proper payment or vatuation
method for particular companies. This decreases the resources both the government and the companies must
spend on accounting and auditing and may help avoid disputes in the future. In addition, we have worked out
payment plans and other strategics for smaller companies to pay larger accrued debrs.

In FY 1993, 39 settlements were concluded resulting in royalty payments of approximately $93 million. In

FY 1994, 56 scttlements were concluded and $280 million was collected. We expect to continue to increase
the number of settements while maintaining large collections for the next several years. We will have
resolved most of the old issues with the larger companies by the end of FY 1995, while we expectin FY 1996 2
noticeable increase in settlements that resolve the royalry due on contract settlements received by producers
from gas purchasers.

Litigation Support in Federal Cases

The OE provides litigation support to the Office of the Solicitor (OS) and to the Department of Justice (DOJ)
in major litigation implicating MMS. These cases include issues such as undetpayment of royalties,
undervaluation of minerals, misreporting of produced mineral volumes, and bankruptcics. The OE
coordinates with the OS and DOJ attomeys in protecting and defending MMS. We have been very successful
at advancing the Government’s interests in these cases by our active cooperation.

‘Compliance Verification Division

The Federal Oil and Gas Royalty Management Act mandated that “the Secretary shall establish a
comprehensive inspection, collection, and fiscal and production aaounting and auditing system to provide the
capability to accurately determine oil and gas royalties”.

The Compliance Verificadon Division (CVD) is responsible for meeting this mandate through a variety of
automared and manual verification activities to detect an array of payor/reporter issues including among others,
late payment of rents and royalties, royalry rate errors, improper recoupments and adjustments, noncompliance
with allowance reporting requirements and Section 10 of the Outer Continental Shelf Lands Acc (OCSLA),
and undermeporting of volumes subject to royalty.

During FY 1994, activities relating to fiscal compliance resulted in the collection of $19 million in additional
revenues. Since its inception in 1985, this program has resulted in curulative collectiops of $140 million.

During FY 1994 , production complia.née activities resulted in collections of $19 million in 1994 and total
accomplishments collected from 1985 through 1994 totals $144 million. The benefit-cost ratio for 1994 was
13:1,

In suppore of RMP’s Smategic Plan, GVD's Tactical Plan calls for ensuring that mineral revenues are paid
timely and correctly, by establishing and maintaining automated and manual processes. Regulatory
enforcement actions are pursued as required to secure compliance. To improve intemalfexternal customer
communication and services, the Division provides cxpertise on technical-related exception problems and
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identifying potential audit prospects where an in depth review of a company’s operations is necessary. The
Division also processes appeals and resolves issues with rental and royalty payors and production reporters.
These responsibilities are carried out through two operating Branches.

The Division also participates in various payor and operator outreach programs. These outreach programs
provide a service to industry to educate and update them on current and changing RMP policies and
procedures. The programs provide a benefit o RMP by clearing up questionable issues, resulting in better
reporung and compliance. The Division participates in sessions on payor training, operator maining, and
allowances. During FY 1995 payor training efforts will include participating in conducting 18 sessions for
royalry paying and production reporting companies. There are plans to continue this program in FY 1996.

Financial Compliance Brandh

Specific duties of the Financial Compliance Branch (FCB) include: Interest Assessments, Lease Financial
Terms Exception Processing, Indian Recoupment Monitoring, Adjustment Monitoring, Royalty Race
Monirtoring, Severance Tax Monitoring, OCSLA Section 10 monitoring, and Allowance Monitoring.

Production Accountability Branch

The Production Accountability Branch (PAB) ensures that all volumes reported for royalty purposes march
reported production. The Branch resolves differences (exceptions) that are identified during the automated
comparison of oil and gus sales volumes reported by royalty payors to the AFS and the sales and transfer
volumes reported to the Production Accounting and Auditing System (PAAS) by lease and agreement
operators (AFS/PAAS Comparison). Resolution of these exceptions entails comprehensive analysis of AFS
and PAAS reporting requirements, database set up and extensive communication (both written and verbal)
with operators and payors, as well as other RMP offices and other Govemment agencies.

The number of exceptions worked and additional royaltics collected is dependent on the amount of resources
applied. Itis estimated that resources in addition to those currently available for AFS/PAAS comparison work
would achieve a benefit-cost ratio of 10:1

Recent initiatives include the resolution of exceptions identified by the Offshore Minerals Management's
Liquid Verification System and injection balance exceptions, and the review and verification of reduced
royalty rates applied for by onshore Federal oil and gas lease opertators under the Bureau of Land Managcment
(BLM) rule entitled “Pl:omnnon of Development, Reduction of Royalty on Stripper Wells."

Appeals

The appeals function is an administrative review of MMS decisions whereby-an appellent files an appeal
challenging an order to pay ot perform. The appeal process involves researching the issues raised and either
resolving them or preparing the document for rendering a decision. To streamline the process, the authority to
issue the final agency’s decision has been delegat=d to RMP for certain routine issues. |

Audit Divisions

The Audit Divisions are responsible for:

= the development, direction, and conduct of a comprehensive compliance audit program for
royalty management activities, and

= providing technical assistance to payors.
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These rcsponsiBilitics include recommending audit and related program policy as well as managing policy
implementation. They are carried out through four Compliance Divisions (Dallas and Houston,TX; and
Lakewood, CO) and a State and Indian Compliance Division in Lakewood, CO.

Some accomplishments of the Audit Program are:

_Royalty Compliance Collections bf_Land Category

FY 1992-1994
millions of dollars
Federal Federal
Onshore Offshore Indian Total
FY 1994 104 158 5 268
FY 1993 21 114 5.5 140.5
FY 1992 84 30 85 119.5
‘Toral 209 302 16 528

Historical Collections Since 1982

millions of dollars
Additional |
Royaldes,
Interesc
‘Payments and
Liquidated
! Damages | Refund Denials Total
|DAD - Compliance - {952 : 139 1,091
|Smte & Indian Audit Program : _139 0 139
Towml . 1091 139 1,230

The function of audit is to conduct audits by urilizing Federal resources and resources from States and Tribes
participating in the cooperative and delegated audit program. This audic function is based on the Audit
Strategy and is guided by the annually updated 5-Year Audit Work Plan. The current FY 1995 Audit Work
Plan integrates analysis of royalty data for the FY 1990 - FY 1994 period, audit resources available, and areas
and issues requiring audit. 'The FY 1996 plan will cover FY 1991 - FY 1995. Due to the impact of additional
funding and FTE for the Contract Setdement Initiative in FY 1994 and 1995, and also duc to the enormous
workload of this initiative, the Audit Program is currently updating the FY 1995 Work Plan to ensure resources
are utilized efficiently. -

Following completion of the Contemporaneous Audit Initiative in September 1992, the audit strategy was
enhanced to include additional areas and issues requiring audit. These areas and issues were identified
through past audits completed by the Royalty Compliance Division, by States and Tribes participating in the
cooperative audit program, by the RMP Compliance Action Plan, by the Office of Inspector General and by
the General Accounting Office. Contract Settlements audits have been included in the FY 1995 Audit
Workplan as well as those through 1998.

Other audir related activities include referrals from MMS and other agencies, lidgaton/appeals/FOIA, and
various special projects.
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The audit function is grouped into the following main workload categories:

Ongoing Workloads
Number =
| . FY199%4 FY 1995 ] FY 1996
Company Audits _ | Acrual Estimate |  Esdmate
Residency Audits /Continue with the  |Complete the FY  {Begin audits for the
iaudits of the 1990-1992 audits by |1993-95 period at all
{1990-1992 period at  |September, 1995. 11 residencies.
_ — lall 1] residencies, | .
Major Payors and Other 20 audits carried over |Initiate 34 new Inidate 36 new
Company Andits from FY 1993, sudits. audits.
Initiated 29 new
audits. ——

Residency audits are full-ime continuaus audits at the largest companies, whereas major company audits are
still large but do not require full-time MMS presence.

Companies designated as “other payors” are companies whose total royalty payments do not total enough to
qualify for major payor status. Typically States and Tribes will select those companies who pay higher
royalties to that State or Tribe. States and Tribes will continue to conduct these types of audits, and RMP will
assist as resources permit

‘The 5-Year Audit Work Plan will provide audit coverage of over 80 percent of royalties paid. While major
payor company audits provide coverage for the largest share of royalties, RMP seeks to ensure that all payors
arc subject to audit through a random selecdon process.

Ongoing Workloads
Number
FY 1994 FY 1995 FY 1996 -
Actual Estimate = |  Esdmate
Random Company Audits 14 sudits carried over |Continue work on 3 |{Continue work on
from 1993. Initdated |audits-in-process. audits-in-process.
nonewauditsand  |Initiace newaudits  {Will initiate new
completed 11.° as resgurces audits as resources
’ complete prior complete prios 1
workload’ workload, '
"46 random companies Bave been pre-selected. as resources become available, audits will occur:

Random companies are selected at random from the universe of reporters {excluding major payors).

Contradt Settlements Audits

This audit area is of utmost importance due to the patential limitation of the 6-yeat billing status, the potential
revenue involved, and the continuing attention by many oversight and constituent groups.
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Ongoing Workloads
Number .
FY 1994 FY 1995 FY 1996
Actual Estimate Estimate
Contract Settlements Began Inidative. Start 292 contract Start 300 contract

Initiated 533 settlement audits. settlement audits.
contract sectlement '
audits and
completed 330.

In FY 1994 and FY 1995 RMP’s audit program received a total of $4.160 million and 25 FTE. The State and
Indian Compliance Division received $1.0 million and the remaining funds were dedicated to the 5-Year
Contract Sertlement initarive. :

Audit initiatives to establish the contract settlements universe have identified an additional 883 settlements
totalling over $2.2 billion. Of these settlements, 544 totalling almost $1.2 billion will reach their 6-year
maturity in FYs 1994 and 1995. Over 2,530 contract settlements have been assigned to audit offices. These
settlements amount to a recently revised figure of almost $14 billion with almost 60 percent of them
amounting to $8 billion reaching maturity in FY's 1994 and 1995 which equates to about $70 million collected
in FY 1994 and an estimated $82 million of addidonal royalties in FY 1995. Total additional royalties are
currently estimated ac $252 million, '

Ongoing Workloads
Number i
FY 1994 FY 1995 FY 1996
_ . Actual Estimate _ Estimate |
Other Lease, Unit, GasPlant,  [Continucd workon  |Continue workon  (Continue '
and Referral Audics the 154 203 audits-in-process.
' audits-in-process. zudits-in-process.  |Initiate new audits

Initiated 220 and Initiate 20 Indian  {as resources permit,

completed 171 |ease audits and 4

audits. other audits.

Other Audits are non-company based audits. They provide enhanced royalry coverage, increased utilization of
resources, and streamlining audit procedures. The advantages and cfficiencies of combining multiple
companies into a single comprehensive issue-based audic are also realized. These other audits include:

& offshore transportation systems,

@ onshore and offshore gas processing plants,

@& audits of major properties (units and leases),

& possible major production ficlds and specialized coverage for Indian reservations, and

= referrals from RMP systems exccptions, non-scheduled company audits, refund requests,
' administradve issues, and special projects. .
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State and Indian Audit Adivities

States and Indian Tribes participating in FOGRMA Sections 202/205 sudit program conduct audit activitics in
accordance with the RMP Audit Procedures Manual and other audit regulations and policy. Fhey have
tesponsibility for all phases of audit excluding issuances of enforcement documents and appeal administration.

Ongoing Workloads
Number '
State & Indidn Audit FY 1994 FY 1995 FY 1996
Agrepmcnts Actual Estimate Estimate

Section 205 Delcgated Audits 10 10 10
Section 202 Cooperative Audits 6
Unfunded Oil & Gas Audic . 2 1 1
Agreements

Participants in the Program - California, Colorado, Louisiana, Montana, New Mexico, North Dakota,
Oklahoma, Texas, Utah, and Wyoming have 100 percent funded delegated audit agreements under the
provisions of Section 205 of FOGRMA.

The Navajo Nation, Ute, Ute Mountin Ute, Shoshone/Arapaho, Blackfeet Nadon, and the Southem Ute |
Tribes have 100 percent funded cooperative audit agreements un the provisions of Section 202 of FOGRMA.
As of November 1, 1994, the Jicarilla Apache Tribe joined the cooperative audit agteement program at 100
percent funding. .

The Fort Peck Indian Tribe has a memorandum of understanding (unfunded agreement) to train and develop
Indian auditors. The RMP andcipates thac the Tribe could be ready for a funded agreement in FY 1997,

“The Ute Distribution Corporation (UDC) has submitted an application for a Section 202 cooperative
agtcement. We are awniting 8 decision from the Solicitor’s Office on whether UDC, not being an Indian
Tribe, qualifies for a Section 202 cooperative agreement.

The RMP has two Intergovernmental Personnel Act (IPA) agreements in place (with the Navajo Nation and
Oklahoma) and a third (UDC) to be implemented in FY 1995. ‘The IPA agreements bring State and/or Indian
auditors into MMS as employees for a teem of no longer than 2 years. During their IPA assignment, the
participants learn MMS processes and procedures, become familiar with MMS systems, and sharpen their
auditing skills through intensive on the job training.

The RMP has also initiated projects to improve State and Tribal access to our automated systems. These
projects include purchases of computers and telecommunications equipment, installing the appropriated
equipment at each location and training the end vsers.

Improving the Program - The RMP has initiated a number of activities to improve the effectiveness and
cfficiency of the State and Indian Program. A goal of redirecting RMP resources to more productve audit and
service activities will be cooperatively assessed at least quartcrly by RMP and the State and Tribal Royalry
Audit Committee (STRAC) officer group. All parties have approved steps that are designed to delegate more
responsibility and accounuability to STRAC participants, requiring far less oversight by MMS's audit
organization. In additon, the RMP is placing special emphasis on working with Indian Tribes to increase their
expettise, staff, and expand the number of audits within their boundarics, We believe this effort will improve
and sorengthen our commitment to the Tribes.
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Justification of Program Changes

dollars in thousands
FY 1995 FY 1996
Enacted Request _ Change
$ 6,490 6,990 +500
FTE — m | il

State and Indian Audit Acﬁvities

The RMP requests an increase of $500,000 to expand, wherever possible, the number of audit pro_;ccts and
increase support for currently funded States and Tribes, to add new States and Tribes w the eoopcmuvc audit
program, and to fund any additional IPA agreements. Funding has been at the $6.490 million lcvcl since FY

19%4.

While this increase will be used by both State and Tribal governments, MMS is particularly interested in
further developing the royalty management capablllucs of Indian Tribes. The Fort Peck Tribe is a candidate
for furure funded agreements. By moving toward greater proficiency in managing their audit progmms, ‘Tribes
will also move toward broader royalry self-governance capabilities. Consequently, this proposed increase in
funds will help the MMS fulfill the intent of the Indian Self Determination Act and the Department’s Trust

responsibilicy.

FY 1996 Budéel: ]usf.iﬁca-tit-)-n 7 134 Minerals Managémcnt Service



Interest on Late Disbursemcn_ o

Interest on Late Disbursements

Justification of Program and Performance
* Subactivity Funding Summary

dollars in thousands
_ 1995 1996 |Change
Enacted| Uncontrollable | Programmatic | Budget | from
to Date Changes Changes |Request| 1995
1 $ n M |
FTE == —

The FOGRMA changed the distribution of payments to the States for their share of mineral leasing revenues
from a semni-annual to & monthly schedule. For States, payments must be made by the last business day of the
month in which receipts are warranted by the United States Treasury, In addidon, FOGRMA provides that
deposits of any royalty funds from oil or gas production on Indian lands will be made to the “appropriate
Indian account” at the earliest practicable date, butin no case later than the last business day of the month in
which such funds are received. Sections IH (b) and (d) of the Act provide that interest computed at a rate
applicable under Section 6621 of the Internal Revenue Code of 1954 is owed if the payment schedules lisced
above are not met.

However, receipts cannot be disbursed to State accounts until a proper determination can be made of the lease
source of all incoming royaldes. For example, a payor error which 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 undl the error is corrected.

In contrast to money due the States, Indian lease revenues are deposited in the Treasury the same day they
arereceived and transferred to the Bureau of Indian Affairs (BIA) as soon as practicable (normally within 2
working days). Therefore, no interest is accrued on Indian lease revenues.

MMS has undertaken several initiatives to reduce ermrors and keep interest owed on late disbursements toa
minimum. These efforts have resulted in late disbursement interest payments being reduced from

$1.16 million in FY 1985 to $58,000 in FY 1994. Given the difficulcy in derermining the exact amount, during
FY 1995 and FY 1996, RMP proposes to reprogram funds on an as-needed basis.
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‘Refunds on Behalf of Allottees

Justification of Program and Performance
Subactivity Funding Summary

ollars in thousands
1995 ) 1996 | Change
Enacted | Uncontrollable | Programmatic | Budget | from
to Date Changes Changes kcq:ucs 1995
Compliance| $ 15 | —t 15 mma

Uncontrollable dhanges include: additional payraise costs, other cost charges, and the effects of Executive Order
12839 on FTE usage and Executive Order 12837 on Administrative expenses.

MMS proposes to continue to pay refunds to companies on behalf of Indian allottees when recoupment of
company overpayments from future royaltics is not feasible. In these cases, allorees 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 t pay the bill,
pending the outcome of the appeal. Additionally, the policy required MMS to distribute BIA’s portion of an
appealed bill to BIA regional offices as soon as possible so they could subsequently disburse the revenues to
the individual Indian royzlty owners. In cases where the payor’s appeal was upheld and the allotiee was not
able to repay the company, recoupment was made against future royalty payments. To midgate these
situations, the BIA changed its policy in FY 1987 and the MMS implemented new procedutes. Fhese new
procedures allow the companies to post bonds for the disputed amounts and to have MMS suspend the
payment. Only after the appeal is setled would MMS distribute BIA’s portion. However, the need
occasionally arises for sertlements and refunds on pre-1987 bills. °

In FY 1996, RMP requésts suthority to use apptopriated funds to pay underpaid allottees and to make
adjustments to BIA accounts for prior unrecoverable erroncous payments. Since 1983, minor errors have
occurted in the distribution process that have caused net negative amounts w be held or suspended from
distibution. Specifically,

.= Seven instances have occurred where RMP reports advised BIA to incorrectly dlsmbunn money
which was not received, and

= Two instances occurred where RMP reports advised BIA tw distribute money to the incorrect
allowees.

The requested authority will allow RMP to cotrcct these minor errors, as well as make currently authorized
refunds to payors on behalf of allotrees.
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General Administration

Justification of Program and Performance
Analysis by Subactivity

dollars in thousands
1995 i 1996 | Change
|Enacted | Uncontrollable { Programmatic | Budget | from
- JtoDate| Changes Changes  |Request] 1995
Exccutive| $ 3416 68 of 3484l e8|
Dircction| FTE 42 e B o) 4 = 9
Policy &| $ 3,812 74 o| 3,886 74
Management| FTE 47 ] 0 47 0]
Improvement| O = ‘ 7 _— s
Administrative] $ | 11,242 -177 606| 11,671 429
Opcrations| FTE| = 204 _ -1z o 1% -12!
General| $ 14,823 -347| 205| 14,681 -142
Support FTE 0 DI 0:\ 0 0
Schicw S——— —— - —— —— e . i i S— .
Towl] $ | 33203 -382 811  33,722| 429
|FTE_ 208\ 00 2l o e 12
Mission

The General Administration activity provides support for the program responsibilities of MMS and is diyided
into four subactivities: Executive Direction, Policy and Management Improvement, Administrative .
Operations, and General Support Services,

Executive Direction

The Executive Direction subactivity is comprised operationally of the Office of the Director, the Office of
Communications and Governmental Affairs, the Office of Equal Employment Opporrtunity, and the Office of
the Deputy Associate Director for Budget and Finance. These functions provide for oversll program

leadership and direction, budger formulation and executon, and management coordination of all the
responsibilitics of MMS. ‘

Policy and Management Improvement

The Policy and Management Improvement (PMI) subactivicy performs policy review and development;
adjudicates appeals; conducts and coordinates reviews and audits of MMS programs; manages the regulatory
development process; and develops and organizes the Bureau’s strategic planning, management improvement
and reinvention efforts.
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The Minerals Management Service provides administrative support to its mission programs under the
Administrative Operations subactivity. Organizationaily, this support is provided by the Associate Director for
Administradon and Budget, as follows:

. oAll financial management activides, conducted under the direction of a Depury Assaciate
Director for Budget and Finance; and

= oA broad range of administratve services, provided underthe direction of a Deputy Associate
Director for Administration. These services include records, space, and facilitics management
the safety and health program; personnel, document, and physical sccurity; management
analysis functions; human resources management; procurement, property, office services, and
printing activities; and information resources management

General Support Services

The General Support Services subactiviry includes funding for support services and fixed costs, such as rent,
Federal Telecommunications System (FTS), postage, and commercial communications for MMS nationwide.
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Executve Direction

Executive Direction

Justification of Program and Performance
Analysis by Subactivity

dollars in thousands
1995 1996 | Change
Enacted | Uncontrollable | Programmatic | Budget | from
7 to Date Changes Changes |Request| 1995
Exccutive| $ 3,416 68 0| 3484 68
Direction| FTE 42 0 0 42 0}
Uncontrollable Changes include: additional pay raise cost and other cost changes.
Objective

Program Description

¢ To provide executive
lcadership, policy

The Executive Direction subactivity is comprised operationally of the direcdion, and program
Office of the Director, the Office of Communications and Governmental management for all
Affairs, the Office of Equal Employment Opportunity, and the Office of --: programs and mission
the Depury Associate Director for Budget and Finance. responsibilities.

The Office of the Director, which includes the Director, the Deputy ;
Director and their immediate staff, is responsible for providing general policy guidance and management of
the organizaton. ’

The Office of Communications and Government Affairs (OCGA) was created through reorganization to
achieve streamlining goils and to enhance supervisory ratios. The Office of Congressional and Legislative
Affairs, Office of Public Affairs, and the Office of External Affairs were combined to form the new OCGA.
The reorganization was approved on May 27, 1994, and has been implemented. The reorganization increased
the supervisor to employee ratio from 1:4 to 1:12. 'The Office is led by one GS-15 supervisor and two
non-supervisory team leaders. The organizational change was accomplished within the existing FTE ceiling
(17 FTE) and utilizes existing saff at their current grades in organized flexible project and task oficnted
teams. Since the reorganization, OCGA has reduced its total staff from 17 FTE to 11 FTE.

The OCGA serves as the primary point of contact with Congress, the press and news media, external
constituencies and the general public, providing information and sssistance in response to inquirics. The
Office serves as the primary liaison with Congress on congressional activities and legislative proposals that
affcet or may affect MMS. This activity includes evaluation of legislative proposals; communications regarding
programs and policies and statement of positions on matters under consideration by the Congress; preparation
and coordination of testimony for MMS witnesses; and coordination of arrangements for MMS’ invelvement in
congressional meetings and committee hearings. In addition, the Office serves as primary point of contact and
bridge-builder with our extemal constituencies, including the natural gas and oil industry, state and local
govemments, and the Indian and Native Alaskan and environmental communities. The Office facilites
dialogue, and estblishes ongoing, two-way communication with constituencies to ensure informed
participation from all stakeholders in the decision making process. OCGA provides advice to the Director and
other officials on policy and procedures for disseminating information and responds to inquiries from the print
and news media.
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The Office of Equal Employment Opportunity develops, directs, monitors, and operates the Equal
Employment Opporanicy (EEO) Program in compliance with the Civil Righes Act of 1964, the Equal
Employment Opportunity Act of 1972, Executve Order 11478, departmentl directives, and other related
statutes and orders. Specifically, these duties include the discrimination complaint system, counseling and
mediation, development and implementarion. of equal employment opportunity and affirmative action plans,
and programs for minority higher education and partnerships.

The EEO program is responsible for special initiative programs which are underway to involve more women,

_minoritics, and people with disabilities in the program areas and throughout all levels of management. In
cooperation with MMS’ Personnel Office, emphasis will be placed on training managers and supervisors in
employee development arid human resources planning. In addition, efforts will be made to increase the
participation of women, minorities, and people with disabilities in the Cooperative Education Program,
upward mobility program, and the management development programs of the MMS.

The EEO Office also provides expertise and leadership for other civil rights matters and technical assistance 1o
supervisors and managers.

The Office of the Deputy Associate Director for Budget and Finance (DAD/B&F) is responsible for the
planning and effective utilization of budgetary and financial system resources in support of the varied
operating and support programs. The DAD/B&F serves as the focal point for the implementation of the
provisions of the CFO Act including lisison responsibilities for the annual audit of the combined financial
statements contained in the Annual Financial Report.

o The Budget Division provides analysis, budget guidance, and recommendations regarding
budget and program formulation and justification; assures proper funding and staffing allocation
and budget execution in accordance with the law, congressional, deparmmenml, and bureau
program directives, goals, and objectives; develops, prepares, and maintains budget data; and

. provides analysis of financial and other resource use reports. The Division is also responsible for
assisting in the presentation and explanation of budget submissions to the Department, the
Office of Management and Budget (OMB), and the Congress.

= The Financial Management Division (FMD) is responsible for the administrative accounting
operations of the Bureaw. The FMD operates the administrative accounting system, audits and
schedules bills for payments, collects debts, manages imprest fund activities, develops financial
data, prepares financial reports, provides advice and assistance on financial matters, and
maineains liaison with Departmental offices and other Government agencies. The Financial
Management Division is funded under the Administrative Operations subactiviry.
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Policy and Management Improvement

Justification of Program and Performance

Analysis by Subactivity
dollars in thousands

1995 F 1996 | Change

.{Enacted| Uncontrollable | Programmatic | Budget | from

to Date Changes Changes ~ |Request| 1995
Policy &| $ 3812 74 0 3,886 74
Management| FTE 47 0 0 47 0

Improvement

Uncontrollable Changes include:-additional pay raise cost changes, and other cost change.

Mission

The Office of Policy and Management Improvement
(PMI) provides the Director, the Department, and
other scurces a2 single point of contact for a broad range
of functons and initiatives that fall outside of the
responsibilities of MMS’ two major program
operations (Le., the Royalty Management Program and
the Offshore Minerals Management Program). *

PMI provides a review and assessment capability
within MMS to ensure the proper application of sound
policy and management within the Royalry
Management and Offshore programs. It fosters
performance improvement, strategic planning,
sﬂ'camlining, custemer service, regulatory reduction
and reinvention efforts. PMI initiates pilot and
laboratory projects for the Director, Itassures
lmplcmcntanon of the recommendations derived from
internal reviews and the Inspector General and GAO
audits. PMI adjudicates administradve appeals;

Objectives

v promptly identify emerging issues and
provide a focal point for policy
development, review, and application,
thercby ensuring comprehensiveness and
consistency within the Bureau;

« cnable the Bureau to improve its
effectveness and efficiency through
stratcgu: planning, performance’
improvement and measurement,
streamlining, internal evaluations, and .-
response to cxternal suggestions;

# provide timely and approprate resolutions
of administrative appeals and disputes; and

¢ ensure that MMS safeguards its assets, is
efficient, and accomplishes its objectives
through analysis of management control
reviews and other spcc:al studies.

conducts intemal reviews; coordinates audits by the Office of the Inspector General and GAO; and manages
MMS’ compliance with the Departmental regulatory process.

1995 and 1996 Organizational Responsibilities

PMT is organized to cover a wide range of responsibilitics with a minimum of staff. ‘The Associate Director of

PMlIis chargcd with cvaluaung MMS’ existing and proposcd policies and programs through economic and
programmatic analyses. This is accomplished through the work of the Offshore Minerals Management
Analysis Division and the Royalty Management Analysm Division. Administrative Appeals, from orders
primarily issued by the Royalty Management Program, are adjudicated by PMI’s Appeals Division. The
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Policy Coordination Stmaff supports the Associate Director’s efforts to provide the Directorate with strong,
cross-cutting analyses of Bureau-wide issucs and to be the focal point for inidating and managing the Bureau's
National Performance Review and Reengineering Government endeavors. A description of these basic
organizationsal responsibilities follows:

Policy Reviews and Program Analyses

PMI is responsible for the review and analysis of a broad range of royalty and offshore matcers in MMS. Staff
provide policy analysis and apply expertise to special studies in support of proposed and existing activides.
Special studies sometime involve major analytical efforts, usually long-term in nature, to examine technical
issues relevant to the program, analyze policy implications, and provide recommendations to the Director.
These efforts may encompass both program specific subjects and developments clsewhere that may have an
impact on the programs, For example, staff arc currently studying altcmative approaches to nacural gas
product valuation and deepwater incentives. PMI staff also provide technical assistance to the programs by
leading or participating on Bureau task forces or by directly supplementing staff of the office responsible for
specific projects.

PMI is responsible for ensuring thac programmatic plans and policies are consistent with and integrated into
the overall Bureau mission and responsibilitics, as well as the Department and Administration policy
framework. To sccomplish this, PMI assists the Royalty Management and the Offshore Minerals
Management Programs in developing, implementing, and then evaluating program initiatives, including'the
development and review of regulations.

In addition, PMI organizes and coordinates most of the Bureau’s crosscutting issues and acdvities, such as;

@ oadvising the Office of Communications and Governmenc Affairs and the Royalty Management
and Offshore Minerals Management Programs in the development and evaluation of legislative

proposals;
= oassisting the Budget Division in the review and analysis of proposed programmatic initiatives;

& oserving as the focal point within the Bureau for other Federal ‘agencics, the private sector, and
other groups on general energy and economic issues; and

@ operforming the Bureau’s sudit lisison work with the Department which includes the response
and follow-up on OIG and GAQ audits.

Appeals

Any party adversely affected by a final order or decision issued by an officer of MMS has a right under 30 CFR
Part 290 (1992) to appeal to the MMS Director; or, if Indian land is involved, the appeal is filed with the
Deputy Commissioner of Indian Affairs. The decisions on these appeals are ptepared by PMI's Appeals
Division. About 99% of the appcals filed are challenges to orders issued by MMS’ Royalty Management
Program (RMP). PMTI'’s staff is insulated from the RMP so they can render an independent review of the issue
under appeal. The staff is largely professional, trained in legal research, and their work load is dedicated
almost solely to reviewing appeal informacion and writing decisions. Technical expertise and coordination in
support of MMS settlement activities of royalty appeals and litigation with oil companies is provided by other
personnel in PML '

Management Controls and Improvement

PMI is responsible for preparing and managing the MMS Director’s Management Control Plan (MCP). The
Management Control Review (MCR) process is meant to identify and correct any waste, fraud, or abuse in
bureau programs and to determine that adequate controls arc in place to provide reasonable assurance that
government resources are protected. The Federal Managers Financial Integrity Act (FMFIA) requires an
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annual evaluaton of the financial and program controls. PMI staff cither lead or participate in individual
management control reviews.

PMI is responsible for overseeing the Bureau-wide improvement undertakings by supporting the MMS
Quality Council’s planning and leadership efforts; coordinating training; providing internal consulting services;
and implementing Bureau-wide improvement initiatives after approval by the Director or by the Quality
Council. In FY’s 1995 and 1996, the staff will continue to focus on techniques and methodologies that achieve
performance measurements. ‘The saff will also provide technical assistance in the form of training and
consulting engagements for those MMS offices that are pursuing performance improvement initiatives. The
staff serve as the clearinghouse for disseminating improvement information, resources, and expertise
throughout MMS and int cooperative departmental and government initiatives.

PMI manages the MMS regulatory program and serves as lisison to the Department’s Office of Regulatory .
Affairs. In this capacity, it plays a major role in the Bureau’s efforts to coordinate MMS policy and implement
the requirements of

& Executive Orders (Executive Order 12866 and Executive Order 12861) directed towards the
reduction and improvement of federal regulations;

@ The Administradve Dispute Resolution Act (ADR Act) PL 101-552; and
@ The Negotiated Rulemaking Act (Neg-Reg Act) PL 101-648.

In this regard, PMI will be very active in MMS’ conflict resolution program where a spectrum of altcma—tivc‘ .
dispute techniques are being used to resolve disagreements without litigation or administrative adjudication
and to try to prevent conflicts from occurring by collaborative decision making.

PMI is also responsible for managing the Bureau’s strategic planning process and for providing a transition
from executve level policy decisions to functional implementation. In addition to assisting in the
development of 2- and 5-vear strategic plans for MMS programs, PMI staff analyze and research the merits of
proposed operational modifications necessary to implement new or revised program objectives and policies
and pilot those concepts. Program offices have a primary responsibility to continue operations on current
requirements. PMI assists those offices in making a mansition to new ot increased responsibilities thiough
analysis of the impacts of proposed changes, research of potential automated techniques, and investigation of
workload efficiencies. Office staff will provide liaison and leadership in the performance of tasks associated
with Government Performance Results Act requirements and assist in the development and implementation
of MMS?’ portion of the Department’s Strategic Plan. ' i

1995 and 1996 Ongoing Workloads

In FY 1996, PMI snticipates being involved in numerous issucs directed towards reinventing and
reengineering Departmental and Bureau programs and/or processes. Considerable time and effort will also be-
devoted to improving the efficiency, effectiveness, and overall performance of the Bureau and the Federal
Govemment. PMI has a major role in initiatives started during the 1994 fiscal year involving the Govemment
Performance and Results Act of 1993 requirements, setting customer service standards, improving
communications, reducing regulations, streamlining the administrative appeals process, and improving the
royalty compliance and collection process. Considerable review and analyses work will be required to evaluate
existing procedures and implement the changes. The following describes PMI's major ongoing workload
functions (in Fiscal Years).
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On goiﬁg Workload

1994 1995 1996
_ ) Actual | Estimate | Estimate
|Policy Reviews & Pro gram Analyses 125 133 141
Management Improvement Efforts 57 60 63
; | Appeals Resolved 386 320 350
|Management Control Reviews 18 22 25
Policy Reviews

PMI staff provide technical assistance to the programs by leading or partcipating on Burcau task forces or by
directly supplementing staff of the office responsible for specific projects. Some examples of projects that
PMTI 'staff are involved in include: the review of the MMS adminisirative appeals process, methads of valuing
gas production, the leve! of bonding requitements, and the determination of lease owner/payor liability.

PMI reviews legislation, regulations, and other documents fot their policy content and provides analysis of
proposals from outside MMS that affect Bureau programs. PMI also reviews internally generated regulations
and documents to ensure adherence to Bureau, Departmental, and Administration policy. In addition to
reviewing specific documents, such as legislation, Congressional correspondence, end agreements, this
component includes the preparation of issue summaries or bricfings for senior management. PMI coordinates
the efforts of different parts of MMS in developing Bureau policy on specific issues. PMI plays both a .
substantve role in these cfforts and coordinates input from the program offices in performing this.task. Italso
works closely with other bureaus such as BLM and BIA. During FY 1995 and into FY 1996, PMI will be
coordinating the development of policy options and analyses on such items as:

=& Deecpwater legislation;

wr Royalty settlemerit procedures;

s Clarification of transportation systems and allowable costs;
= Valuation of gas on Federal and Indian lands;

& Use of FERC tariffs in royalty obligations;

Program Analyses

PMI staff conduct, lead, or assist in a variety of program analyses of many of the controversial, complex issucs
facing MMS. PMI staff develop ot assist in developing new programs or regulations, especially when program
responsibility is fragmented or unclear. For example, PMI suaff developed an automated documenc search and
temicval system for MMS Director’s appeals decisions. This system now permits more thorough research,
with significant reductions in time and <ffore, than was previously available and is readily available to all MMS
employees. PMI staff also worked with the Royalty program and the Solicitor’s office to clarify and document
credit adjustment rules and procedures and determine appropriate actions concerning FERC ariffs. PMI also
conducts major analytical efforts, usually long-term in nature, to examine technical issues relevant ro the
program, analyze policy implications, and provide recommendations to the Director. These efforts may
cncompass both program specific subjects and developments elsewhere that may have an impact on the
programs. Some examples of current projects examining MMS processes:

@ Evaluation of MMS’ settlement process for disputed issues;
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= Redesigning of RMP’s information collection process for lease owners and payors of royalties;
@ Comparison of MMS' standard lease acquisition and operating terms to alternative methods.

. Management Improvement Efforts

PMI will be leading MMS® organiza.tional improvement efforts into the current fiscal year. Several long term
projects have been underway from the previous fiscal years but others will be starting implementation in FY
1996.

PMI had overall management responsibility for the Compliance Action Plan (CAP), which is a three year effort
to implement the recommendations of the joint ASLM/MMS Task Force on Royalty Compliance. The CAP
has implemented a fange of improvements targeted at encouraging voluntary compliance by companics _
through clarification of policies and requirements and more aggressive enforcement has integrated audit with
other compliance activitdes; and expanded sutomated systems use in the royalry verification process.

PMI develops and administers a programt of 2-year planning reviews of 5-year Strategic Plans for MMS
functions and closely coordinates these with other ongoing strategic planning processes such as the MMS
Strategic Plan on Information Management prepared by the Office of Administration. Through this pracess,
5-year strategic plans are evaluated at the end of the second year of implementation to refine steps planned for
subsequent years and to extend the improvement process through additional steps for an extra two years. In
addition, PMI oversees the planning processes and assists programs with the development of annual
performance plans and the submission of performance reports.

PMI also develops and facilitates major improvement inidatives for the Bureau, providing the Director with -
options for decisions on key issues. It prepares detailed implementation plans, coordinating these with other
MMS entities. PMI implements and manages pilot operations to effect the transition of major MMS
initiatives from current to future issues, monitoring resulting resource utlization issues, legislative revisions, as
well as functional and organizational realignments. In this regard PMI is currendy leading and/or participating
in several National Performance Review laboratories, which include:

= Directing MMS current and future efforts to develop and implement a Plan to improve
Customer Service;

w Directing the Bureau’s efforts to reduce and improve intemal and external regulations;

wr Employing the use of “Plain English” regulation writing when regulations are necessary (PMI
introduced the plain English style to the Department and Bureau); .

= Operating and evaluating the results of the gas marketing pilot which tests new concepts for
collecting the government’s royalty share of federal resources; and

= Developing a common reference data base to improve the accuracy and efficiency of obtaining
lease and royalty payor data.

In FY 1996 PMI will continue to lead MMS’ implementation of the requirements of the Government
Performance and Results Act of 1993 (GPRA). In particular, PMI will assist in the performance planning and
measurement phases of MMS’ GPRA pilot project and the Buresu-widc Strategic Plan.

Appeals

The resolution of cases generally results in the collection of additionsl revenues for the States, Tribes,
individual Indian allottees and the Federal government. The appeals process has been restuctured, in chat
routine decisions are being prepared by the RMP. This allows the Appeals Division staff to focus their efforts
on complex cases. Because the total workload of the Appeals Division will consist of complex cases, the
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number of cases resolved for the fiscal year may be slightly lower. PMI, however, has taken several
administative steps to speed up processing of appeals. These include:

s Jowering the signature level for many appeals decisions,

= implementing an improved appeals macking system, and

= imposing stricter timeframes on intemnal and external parties involved in the appeals process.
PMI is also pursuing several pilot programs to expedite the processing time of appeals. One pilot involves the
use of Alternative Dispute Resolution techniques earlier in the appeals process. Another involves reformatting
the decisionmaking process to speed the issuance of shorter, more timely decisions. And the third is focused
on reducing the time and expense involved in the preparation of an appellant’s administrative record. All of

these efforts are directed toward providing better service for our customers (private indusery).

Management Control Reviews

In coordination with the programs and the Management Control Council, PMI annually prepares the
Director’s new 5-year MCP. Each year, as the Management Control reviews are completed, PMI manages the
scheduling, performing, and reporting of the fevicws and the results and subsequenty tracks the
implementation of the review recommendations.

PMI willdead, assist, or monitor, each team in performing each management control review. Participation will
include ensuring that each review is planned, conducted, documented, and reported in accordance with MMS
and departmental procedures and in compliance with the Federal Manager’s Financial Integricy Act. PMI also
monitors systems controls, including the fiscal integrity of royalty, offshore, and msnagement accounting
systems, as well as the environmental and fiscal integrity of the offshore leasing and inspection systems.
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Administrative Operations

Justification of Program and Performance
Analysis by Subactivity

dollars in thousands

1995 | ' 1996 | Change |
Enacted | Uncontrollable Programmatic | Budget | from ’

[ 1 | to Date Changes | Changes |Request| 1995
Administrative| $ 401 13 of . 414 13
Direction &} FTE 5 5] 0
Coordination " _ - . 1 i} |
Financial| $ 1,035 -23] of 1,012 -23
Management| FTE | 21 -1 20 ¥
Management| § 1,196 -12§ 72 1,254 58}
Services &| FTE 24 2 22 2]
_Secunty| | | - e ~ -
Personnel| $ | 1,178 -13} 245| 1,410 232|
Management| FTE | 26 1 B -1
Procurement &| $ 2,113 -90| 166)  2,189) 76
|  Management| — e e | ) sl .
Information] $ | 1,612 -12} 6 1,663 51
Resource| FTE 23| -1 22 -1

Management . = ol L

Ficld| $ 3,707 -28)| 0| 3,729 22
Administrative| FTE 74| -4 | 70 4|
Total] $ 11,242 -177 606] 11,671 429]
. | FTE 24| 00 12 192 12

Uncontrollabte Changes include: additional pay raise cost changes, other cost changes, and the effects of
Executive Order 12839 on FTE usage and Executive Order 12837 on administrative expenses.

Objective

v To provide continuing
administrative direction and
coordination to support the

1995 and 1996 Ongoing Workloads

The Administrative Operations subactivity consists of the following

functions: Administrative Direction and Coordination, Financial Outer Continenta! Shelf
Management, Management Services and Security, Personnel Lands and Royalty
Management, Procurement and Property Management, and Management programs of
Information Resources Management. ‘These functions are directed the MMS.
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and carried out at headquarters and natonwide through two Field Administrative Service Centers (ASC’s).

The following is a description of the major functions/program elements’ workload.

q E () E !- D + nu !ao E. fl‘oﬂ
This function provides for oversight of all administrative activities of the MMS, including all of the functions.
Liaison is maintained with Departmental offices in order to effect a coordinated and unified administrative

program consistent with the mission and goals of the Department. ‘The two Deputy Associate Dircctors
provide direct financial management guidance and administrative support to managers.

This oversight ensutes compliance with laws relating to administrative sctivities; provides for the review,

_ interpretation, and implementation of Federal executive branch administradve policies and procedures; and
develops sppropriate organizational guidance to ensure compliance with Department, Office of Management
and Budgee, General Services Administration, and other executive branch administrative policies and
regulations. Italso provides the stucture for managing the Bureau’s financial resources consistent with the
Chief Financial Officers Act of 1990.

Financial Management
Mission

=@ The Financial Management Division (FMD) is responsible for the administrative accounting
operations of the Bureau. .

wr The FMD operates the administrative accounting system, sudits and schedules bills for
payment, collects debts, manages imprest fund activities, develops financial data, prepares
financial reports, provides advice and assistance on financial marters, and maintains liaison with
Departmental offices and other Govemment agencics.

@ The FMD has the lead responsibilicy under the Chief Financial Officers Act of 1990 to prepare
a combined Annual Financial Report for the Bureau. In addition, the FMD serves as the focal
point for the implementation of the provisions of the CFO Act including lizison responsibilities
for the annual audit of the combined financial statements coritained in the Annual Financial
Report

Accounts Payable Processing. The estimated workload for FY 1996 in the accounts payable
function includes the recording of 13,000 obligations, the auditing and paying of 18,000 invoices (about 60% by
EFT), the auditing and paying of 9,000 travel vouchers, and the processing of 3,000 miscellancous financial
documents. This projection is consistent with planned streamlining initiatives proposed by the MMS
Streamlining Plan. )

Financial Reports Processing. MMS produces 427 Financial reports monthly, quarterly and annually
for distribution intemally to MMS managers and to external agencies as required by regulation or law. The
CFO Act requires an annual combined financial report to be submicted to the Office of Management and
Budget cach March 1st following the close of the fiscal year.

Financial Policy and Procedures Development. Develop and issue policies 2nd procedures on
such mamers as temporary duty and permanent change of station travel, use of the American Express
government card, closing instructions at fiscal year end, and accounting for prior year funding.

Review Policy Documents. Review and implement regulations and procedures issued by agencies having
regulatory oversight of government financial activities including the Department of the Treasury, Office of
Management and Budget, General Accounting Office, General Services Administration, and the Federal
Accounting Standards Advisory Board. .

FY 1996 Budget Justification 148 . Mincrals Management Setvice



Administradve Opecrations

Management Services & Security
Mission

= The Management Services and Security Division (MSSD), reporting to the Deputy Associate
Director for Administration, is responsible for all management analysis activities, support
services, and security operations of the Bureau and is responsible for budget planning and
formulation and allocadon of personnel and funding for the Office of Administration and the
Assaciate Director for Adminisaatdon and Budget.

= Management analysis functions include management studies and reviews, otganizational design
and review, delegations of authority, and related activiries, and special projects such as
improvement initiatives.

= Support services functions include facilides (31 buildings in 18 cides) and space management,
mail, courier, and records management aceivities (such as directives, Informadion Collection,
Freedom of Information Act and Privacy Act), and health and safety program management.

& The security program encompasses all activities relating to personnel security, physical sccunty,
and document security Bureau-wide.

Management reviews, Studies, Projects and Organizational Proposals. Management
analysis activities will be performed at an enhanced level in such areas as management reviews, projects, and
studies, and organizational studies. The need for significant organizatonal analysis is anticipated in FY 1996
to accomplish FTE reductions, scmeamline and flatten organizations, and achieve higher employee to
supervisor ratios. Further, related activities such as updating delegations of authoriry, will continue to be a

high priority.
Space Utilization Studies and Space Layout and Reconfiguration. InFY 199, as staff
realignments and reductions continue in the MMS, the Division will continue to conduct space utilization

studies and layouts. These studies should result in more efficient utilization of space and increase encrgy
conscrvation.

Office Relocations. Planning and lmplcmcnung in-house moves will be ata continued level due to
implementation of Executive Order streamlining acrivities, and continued downsizing of MMS programs.

Records Management Activities. Records and information management activities will remain
constant. However, streamlining initiatives will continue with emphasis on re-enginecring records
management practices to enhance the MMS systematic approach to information dissemination and use.

Other Management Services and Security Functions. Security investigations will continue to
be reviewed, initiated, and adjudicated and are expected to remain at constant levels.

Personnd Management

This Justification supports the Departmental proposal to consolidate the EEO and Personnel functions to
effectuate cerrain saeamlining efficiencies. The following informadion is provided to indicate the
responsibilities and workloads which MMS currently provides under the existing structure.

Mission

" @ The Personnel Division is responsible for developing and implementing burcau-wide policies,
procedures, guidelines, and standards related to general personnel management; recruitment
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and employment; position management and classification; compensation; training and career
development; personnel program evaluadon; labor/management relations; employee relations
and services; performance management; incentive awards; the Federal Equal Opportunicy
Recruitment Program (FEORP); public policy programs; and conflict of interest and ethics.

= The Personne! Division provides assistance and guidance on personnel matters to all levels of
management in developing and administering personnel programs as well as personnel program
direction to field personnel offices located in Lakewood, Colorado, and Jefferson, Louisiana.

@ Liaison is required with the Office of Personnel Management, the Department of the Interior,
the Office of Inspector Generl, the Office of Hearings and Appeals, the Merit Systems
Protection Board, and the Federal Labor Relations Authority on personnel management and
related issues.

Employee Relations Cases Processed/Guidance Given. The high level of employee relations
cases will continue as a result of the downsizing and anticipated actions effected because of reduced FTE and
budget within the MMS. During downsizing and organizational realignments, more employees request
informaton on their rights, on retirement issues, etc.

Procurement and Property Management
Mission

& The Procurement and Property Management Division is responsible for entering into 2nd
_ administering contracts, small purchases, grants, cooperative agreements, and interagency
agreements essental for fulfilling the mission of the MMS,

= Other responsibilides include managing the Business and Economic Development Program;
conducting acquisition management and intemal contro! reviews of procurement activitdes;
managing the Contracting Officers Technical Representative taining program for ail regions;
and issuing policy guidance tw a varicty of target groups.

= The propemy program maintzins accountability records of all controlied property in the
possession and control of custodial property officers and contractors within the MMS as well as
managing the Bureau Vehicle Fleeg managing a printing and publications activity; managing the
Bureau museum property; and issuing policy guidance on property, vehicles, supplics, museum
property; and printing, duplicadng, and copying.

& This office is also responsible for the implementation of the Arts and Arrifacts program
MMS-wide by esmblishing MMS regulations and procedures for assessing Bureau collections,
providing guidance to field locations and conducting propetry management reviews emphasizing
artwork and artifacts. This includes MMS’ continued supporrt of a central staff capability with
the Natonal Park Service (INPS), that provides Department-wide policies and procedures for
use by and in support of all the burcaus.

Contracts totailing over $1 million dollars were awarded to provide support services for MMS. Contrace
administration continues for the $5 million contract for management and operation of OHMSETT requiring
daily communication with the program office, contractor, and other Government agencies in an effort to
evaluate and/or develop efficient oil spill cleanup technologies. In Fiscal Year 1994, $19.6 million was awarded
in suppott of the Environmental Srudies Progeam. Of this amount approximately $17 million was incremental
funding for multiyear contracts. MMS is in the process of awarding a multiple year $18 million contract for
microcomputers, of which $15 million will be available for MMS and $3 million for other bureaus within the
Department. Technology refreshment and repricing provisions will insure the contract stays current with the
evolving industry.
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MMS has consistently awarded over 30 percent of the discretionary procurement dollars to small and
disadvantaged businesses. For the past 3 years MMS exceeded all of its Business and Economic
Development Program (BEDP) goals and received the Department’s unit award for excellence and the MMS
nominees for the Department’s Minority Entreprencur of the Year FY 1991 and 1992 won the award.

MMS was the first Bureau in the Department to implement a property mansgement program using bar code
technology. We have upgraded the bar code hardware to include a new bar code printer which uses the latest
technology. We have also implemented new bar code scanners which are smaller and more efficient, giving
better scanning range. MMS has placed several new compressed natural gas vehicles in their fleer. MMS
continues t provide technical support and system maintenance for the property and vehicle management
systems for OSM, MMS continues to update the muscum property system for arts and artifacts.

= ¢Contracts Awarded-Administered. The estimated increases in FY 1994 include modificadons
and close out modifications to previously awarded contracts, cooperative agreements, and
interfintra-agency agreements, The increase in number of actions for FY 1995 reflect new
awards due to the increase in cnvironmental studies funding.

@ «The Department awarded a contract to Price Watethouse to develop the mandated Interior
" Department Electronic Acquisition System (IDEAS). IDEAS will require software
enhancements and maintenance to include a module for the Properry Management System and
a bridge to our financial system. Maintenance will be performed by the Contractor.

Information Resources Management
Missiqn

= The Information Resources Management (IRM) Division has responsibility for providing
coordination and direétion for burcau-wide IRM activitics in subject matter areas such as dam
administradon, computer security, Federal Information Processing (FIP) resource acquisition
management, voice and data telecommunications, FT'S2000 scrvices, Local/Wide Arca
Networks (LAN/WAN), IRM policy and procedures development, and reviewing policy
documents from the Deparmment and/or other Bureaus.

= The IRM Division will provide administrative and technical support to the MMS IRM Review
Council in the planning and oversight of information systems. The IRM Division will
participate in implementing and executing the Departmental IRM Strategic Plan for FYs
1994-1998 to inctease productivity, improve the management and delivery of information, and
increase customer effectiveness in the use of new and sophisticated t=chnology.

@ The IRM Division will perform the annual update to the MMS Strategic Plan for Information.
Management, providing the Department consolidated budgetary and planning information on
the Bureau IRM activities and future initiatives. The Division will participate in bureau-wide
effores identified in the Strategic Plan such as cyclical reviews of current systems;
telecommunications activities; common data element standardization, clectronic data
interchange, and standards between program areas; ADP hardware, microcomputer, and
electronic mail policy; and analysis of IRM roles and responsibilides.

@ The IRM Division is responsible for developing and maintaining the Bureau adminiswative
information systems and providing support for the Office of Administration computer
installation and LANSs maintained at three geographic sites. Ongoing application maintenance
efforts and redesign or re-engineering of administrative systems will provide improved
responsiveness and flexibility within the Office of Administration and the Bureau as 2 whole.
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Bureauwide Planning and Coordination Activities: The MMS Suatcgic Plan for Information
Management provides a statemet of the goals, strategies, and objectives a5 approved by the MMS twop level
IRM Review Coundil. The Plan establishes long term goals and provides for overall guidance for information
resources management to achieve cost effective use of information technology to support Burcau programs for
the next 5 years. Other Bureauwide planning activities include the development of the Burecauwide ADP
‘Security Plan, pardcipation in Departmental and Burcauwide IRM projects, work groups, and reenginecting
efforts, and performing management control and security reviews.

Telecommunications Activities: A video conference faciliry in Lakewood, CO, will continue to be
used as an altetnative method of holding mectings with the accompanying benefits of increasing productivity
and reducing wravel in the Bureau. Other telecommunications activities include the support of the Bureauwide
CC:Mail for electronic mail between all MMS locations for 2,200+ users and between other DOI Bureaus;
provide administrative and technical support for the Department of Interior Network (DOINET) as well as
the MMSNET; perform smdies of Bureau and/for Departmental telecommunications projects ; and, process
telephone orders in the Washington Metropolitan area and provide telephone coordination of FTS2000
services.

Develop/Enhance/Maintain Administrative ADP Systems: In FY 1993, MMS was the first
Deparament of Interior Bureau 1o implement the Federal Personnel/Payroll System (FPPS). As the first DOI
Bureau to convert to FPPS, MMS assists other Bureaus in their FPPS conversion cfforts. The IRM Division
continues to mainmin the existing suite of administradve information systems while actively planning fors
new generation of LAN-based applications. Many of the systems to be replaced are now technically
obsolescent and are not capable of delivering the Icvel of responsiveness and accessibility that is now expected
by the user community. Devclopment, maintenance, and redesign cfforts associated with the adminismative
systems will continue and result in improved support to users. Another high priority item is the support of the
Bureau’s use of Departmental administrative systems.

MMS Data Network (MMSNET): The IRM Division will continue to use fiber opdc cable in the
Atrium Building, Herndon, VA, to improve the performance and speed of the Atrium Building LAN and to
create a “campus” LAN. A survey of the Amium Buildings wiring system and associated infrastructure will be
conducted in FY95. High speed network routers at the Atrium and Main Interior Buildings were upgraded in
FY 1994 resulting in greater efficiency and improved throughput. As more users require greater throughput in
the LAN environment, the nced for connectivity of computer resources at MMS and Departmental locations
has become a top priority which has lead to the establishment of an MMS WAN. With increased reliance on
MMSNET, DOINET, and the Interne, its operation, administration, and uset assistance become more
resource intensive. Additional resources proposed in FY 1994 will provide increased support for the operation
and management of the LANs and related services.

FIP Resource Acquisition Activities: FIP resource acquisition requirements are broken down into
three categories: (1) requircments less than $25,000 (250), (2) requirements greater than $25,0600 and only
requiring MMS approvals (30), and, (3) requirements requiring Departmental andfor GSA approval (5). The
acquisitions assigned to the above 3 categorics vary in technical complexity and effort. Therefore, FIP
acquisitions requiring higher approval authoritics are more labor intensive because of the assistance needed to
provide the customer the specific request as well as newly delegated FIP thresholds.

Fidd Administrative Services
“This Justification supports the Departmental proposal to consolidate the EEO and Personnel functions to
effectuate certain streamlining efficiencies. The following information is provided to indicate the

tesponsibilities and workloads which MMS curmrendy provides under the existing structure. (The
consolidation will impact both Southern and Westetn Service Centers.)
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Mission

= Direct administrative suppor is provided to program managers through two Ficld
Administrative Service Centers (ASC's). These offices provide services to all field actvities of
the MMS, except for those offices in the Washington, D.C., area which receive support direcdy
from the Office of Administration in Herndon, Virginia.

@ The Office of the Deputy Associate Director for Administration and the ASC’s are stuctured to
assist managers in matters related to personnel, space and property management, procurement
and contracting, safety and security, information resources management and support services
activides,

& The Southem Administrative Service Center (SASC), located in New Orleans, Louisiana,
provides direct administrative support, direction, and coordination to programs in the Gulf of
Mexico OCS Region (GOMR), the Offshore Systems Center (OSC) and a resident Royalty
Management Office. In addition, full support is provided to five outlying District/Subdistrict
GOMR Offices.

o The Western Adminisaative Service Center, located in Denver, Colorado, supports the Royalry
Management Program and its field cntides, the Office of Policy and Management Improvement,
the Offishore Program’s Mapping and Survey Staff and, the Alaska and Pacific OCS Regions.

Southern Administrative Serv_igg Center

Major thrusts of FY 1993 involving the downsizing and realignment of the Offshore Program, continued
implemenation of the automated Federal Payroll/Personnel System (FPPS), and space activities will continue
to impact the Southemn Administrative Service Center in FY 1995. In addition, changes due to
implemenmwtion of the National Performance Review (NPR) will likely havé a major impact upon this office in
FY 1995 and 1996. Major actions anticipated include:

Swaffing/Classification Actions. Personnel will continuc the implementation of FPPS. Downsizing cfforts are
in process and staff time will coritinue to be required to reassign MMS employees from other Offshore officcs
and determine any personnel impaces related to downsizing. Currently, reorganizations of some serviced
offices are being considered.

Of significant impact will be an emphasis in special recruitment activities w further EEO and minoricy goals
and to attract and retain qualified employees through extensive outreach efforts. Emphasis is continuing on
cooperative efforts with Historically Black Colleges and Universities (HBCUs). This office continucs to play a
major role in 2 multi-agency/University cooperative efforc under the auspices of the local Federal Executive
Board. A major conference was held in January 1994 to share information on human, physical, and fiscal
resources among HBCU and Federal agencies.

Employee Relations and Training. Employee development, training, and cross trining will increase
particularly as NPR initiatives in this area are implemented. Employee “rétraining” has been identified asa
major thrust of utlizing personnel on board in view of the changes occurring as a result of the NPR. An
increasc in employee relations activities has already been experienced and is expected to increase due to
further downsizing and anticipated actions caused by reduced budgets and FTE levels within the MMS.
Additional empbhasis is being experienced in the area of managementfunion cooperation. All of these activitics
are expected to continue and increase in number during FY 1995 and 1996. Implementation of the alternate
dispute resoludon wilt result in an additional workload for the personnel specialists.

Space Acquisitions. Construction of newly acquired additional spacc in the New Crleans office and
modification of the existing space will begin in approximately mid-FY 1994. This will be a major effort
requiring relocation of the majority of MMS employees in the current space. These efforts will likely continue
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until the end of 1994, The new lease will be an 8-year firm term. A large coordination effort of this task will
continue to require a dedicated staff member undil it is completed.

The current security system is obsolete and a replacement for the entire New Orlcans facility will be analyzed
and plans developed for replacement of the system. This will be a major effort as it is closely tied to the space
activities as described above.

In addition, there will also be a multi-year effort to accomplish the renewal of office space for the Lake
Jackson District Office requiring utilization studics, layouts, and a possible office relocation occurring in FY
1995.

'Accountable Property Inventoried. The accountable property inventoried is anticipated to remain at a high
level for several years based on projected ADP equipment needs as the TIMS project is implemented and
with the continued increase in personnel in the GOM OCS office.

Western Administrative Service Center

Staffing and Classification Actions. In addition to the continuing processing of actions resulting from approved
organization changes in RMP, PMI, and POCS, we will have significant additional acdvity from resulting
substructure changes which will continue into FY 1996. Other impacts will include the continuing and
additional downsizing activities in the OCS programs during FY 1995; the initiative to reduce supervisory
ratios requinng classification reviews, position management activities and staffing assistance; the reducing of
levels of GS(GM)-14’s and 15's; and additional recruitment and placement support required due to the
increased auditor positions anticipated as a result of the contract settlements workload in the audic funetion.

Employee Relations and Training. There will be 2 necd for increased taining for employees due to increased
automation and betrer analysis of training needs as greater focus and atention is given to employee
development and training. As a result of anticipated continuing RMP reorganizations and the Offshore
downsizing, there will be additional performance and conduct cascs; grievances; appeals; and EEO complaints
resulting in an increased employee relations workload. Another impact will be the increased staff time
required to represent the agericy in third party cases since the Solicitor’s Office will no longer handle the cases
if the employee is not represented by an attorney. Also, if legislation is passed allowing the buy-out provision
for éarly retitement, there will be a significant impact on resources. In addition, the union organizing activities
currently underway will require considerable continuing resourees.

Space Acquisidons and Office Relocations. The specific space activities include: finalization of space
reduction for Camarillo, California; acquisidon of space and relocation of offices in Anchorage, Alaska; Santm
Maria, California; Oklahoma City, Oklahoma; Dallas and Houston, Texas; and acquisition of temporary and
permanent office space for the new Albuquerque Indian Audit Office including developing layouts and special
space requirements and coordinating design of voice/data communication systems.

Contracts Awarded/Administered. RMP’s continuing efforts to improve their operations rely heavily upen
acquiring additional contractor support and the aequisition of additional ADP resources. The RMP is
implementing a migration from a Legacy system to a LAN/WAN based system to facilitate access to databases
by a large, diversified group of users. Significant procurement resouzces will be required to support RMP in
these areas, This will also increase the administration of the major Accounting Support Services contract for
RMP. Support of the 202/205 cooperative agrecment program will continue with the addidon of the Arapahoe,
Shoshone, and Blackfeet Tribes to the program and additional funds being made available to the existing
States and Tribes. Other activities include continuation of the Buy Indian authority with ongoing efforts to
identify Indian vendors capable of furnishing supplics and services to the RMP, along with implementation of
the Department of the Interior’s automated acquisition system (IDEAS).
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Justification of Program Changes.

Administrative Operations

dollars in thousands
FY 1994 FY 1995
Enacted Request Change
$ - 606 +606
FTE — e i

Several of the new Department-wide financial systems such as the Interior Department Electronic Acquisition
System (IDEAS) have been designed for Federal Finance System (FFS). The MMS along with the Office of

Surface Mining (OSM), and the Office of the Secrerary (OS) will not be converting to the FFS, Instead these
three offices will continue to usc an enhanced version of the ABACIS financial sofeware.

The bulk of the requested increase will be used for maintenance of software and hardware for the
Hewletr-Packard (HP) minicomputer which supports ABACIS. Financial systems are mission critical and
need high priority service. A mainrenance contract is the mest cost efficient means to secure these scrvices.
Eliminating HP software maintenance, the MMS would not be able to avail itself of hor line support or receive
system software upgrades and patches.

IDEAS is a major component of the Department’s procurement streamlining effort. IDEAS however, has
been designed to run only on the FFS software. The requested funds will allow MMS to develop a bridge or
interface which would permit MMS as well as the OSM and the OS to usc IDEAS. Although MMS will
provide the funding for this task (MMS is scheduled to upgrade to IDEAS beforc OSM and the OS) all three
ABACIS offices will participate in the development of the interface.

The requested increase will also begin the development of the compuring environment within Administrative
Operations necessary to cffectuate the streamlining initiatives. Additional hardware and software maintenance
to existing Administrative systems is required.
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General Support Services
Justification of Program and Performance
Analysis by Subactivity
dollars in thousands

1995 _ 1996 | Change

Enacted | Uncontrollable | Programmatic | Budget | from

to Date Changes Changes  |Request| 1995
General Support| $ 14,823 -347 205| 14,681 -142
Services| FTE. 0 0 0 0 0

Uncontrollable Changes include: Executive Order 12837 on administrative expenses and other cost changes.

Program Description

The General Support Services subactivity includes funding for
fixed costs and related support services for all of the MMS.
Fixed costs include expenses for renul of office space, Federal
Telecommunications System (FTS) service, and postage, etc.
Rent, which is esdmated at $12.1 million in FY 1995 is the
paymenc for all Federal building space rental and associatcd
expenses for the normal 40 hour, 5-day workweck.

The FTS cost of $0.7 million is based on data developed by the
Department and actusl FY 1991 costs. Commerdial communication
expenses of $0.5 million are based on FY 1994 actuals and include
operations and maintenance and local and long distance telephone

Objectives

v Provide adequate and safe work
space and facilitics thac will
conmibute to the preductdvity and
efficiency of the employees of the
MMS in achicving goals and
.objectives.

« Provide appropriate services to

and telecommunications expenses for headquareers offices located in the Washington, D.C. area.

A summary of the expenses for General Support Services is shown below:

dollars in thousands

 Rent]  $10957
Unemployment Compensation | __ 54}

. __ MailServiee| 413
8 _ . _ Commercial Communications| 594]
Department of the Interior Working Capital fund, Printing & Miscellancous Charges| 726
i} _Federal Telecommunicadon System _ 709 |
_ Reimbursable Services| 381y
__Employees’ Compensation Fund _423]

i _Miscellaneous Cost| 424

_ Total| $14,681
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Justification. of Program Changes.
Administrative Operations

dollars in thousands
FY 1994 FY 1995
Enacted Request Change
$ — 205 +208

The MMS continues to expand the utilization of Local Area Network (LANs) and Wide Arca Networks
(WANSs). As Bureau-wide E-mail, file transfer, and data communications capabilities increase dramatically the
management of the WAN resource will require day to day operations, monitoring, and troubleshooting. The
nerworks’ traffic will be gready increased as more DOI administrative systems (i.e., IDEAS, FPPS) are
integrated with existing systems. These vperations will require highly trained contractor support to effectively
operate the systems, As the WAN expands within the Bureau, between the DOI Office of the Secretary,
Assistant Secretary for Land and Minerals, and other bureaus, the role of managing day to day operations will
become critical.

Maintenance of the systems includes router software, hardware and equipment upgrades, LAN architecture
and applications woubleshooting, and Internet access and address management.
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Oil Spill Research

Justification of Program and Performance
Analysis by Subactivity

dollars in thousands
1995 1996 | Change
Enacted | Uncontrollable | Programmatic | Budget | from
to Date Changes Changes Request| 1995
Oil Spill| $ 6,440 T 40 1412 7,892 1,452
Research| FTE 26 A — 26 —

Budget Resources will be derived from the existing Department of Transportmtion’s Oil Spill Liabilicy Trust
Fund (OSLTF). Resources from this trust fund will be used to finance the oil spill response research and
financial responsibility activitics assigned to the Minerals Management Service (MMS).

‘The research objectives supported by funds derived from the Trust Fund for Oil Spill Research are:

= Provide continued research leadership to promote oil spill response capabilites in the event of
an oil spill in the marine environment.

= Conduct studies thac will increase the understanding of the fate of oil spilled and the effects
occurring within the'marine environment

« Comply with Title VII of the Oil Polludon Act (OPA) of 1990 and cooperate with the
Interagency Coordinating Commiteee on Oil Pollution Research, as called for in the OPA.

= Continue operation and maintenance c':f Ohmsetx - The National Qil Spill Response Test
Center, in Leonardo, New Jersey. ’

Oil Spill Response Research

The MMS is the principal U.S. Government agency sponsoring offshore oil spill response research. The MMS
and its predecessor organization, the Conservation Division of the U.S. Geological Survey, have sponsored oil
spill research since the late 1970°s. For the past 10 years, MMS has maintained a comprehensive international
applied rescarch program to improve oil spill response technologies and procedures and thus enhance .
capabilities to respond to an open ocean oil spill. These efforts focused on improving: capabilitics to bumn oil
in situ; modeling the dispersion pattern of smoke emissions from in situ bums; updating the performance
database for new and improved booms and skimmers by reopening Ohmsett - The National Oil Spill Rescarch
Test Facility, located in Leonardo, New Jersey; remote sensing and measurement of spilled oil; oil spill
chemical treating agents including dispersants; understanding the properties and behavior of spilled oil in the
marine envitonment; and shoreline cleanup strategies.

The MMS Oil Spill Response Research Program operates through conmacts to univessities, private industry,
State governments, Government laboratories, and foreign countries to perform the necessary applied research.
The program is cooperative in nature and provides as much as a 4:1 leverage to the program budget. These
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cooperative research and technology assessment projects involve MMS as a project initiator, pardcipant,
co-funder, and supporter providing scientific input. The Oil Spill Response Research Program secks to
leverage its funding to the fullest extent possible and to encourage innovation and creativity to accomplish its
mission. The cooperative nature of the program ensures both of these objectives. :

Through funding provided by MMS, scientists and engineers from the public and private sectors worldwide
are working to address outstanding gaps in information and technology conceming the cleanup of oil spills.
Credible scientific investigations and technological innovation is considered a key element in improving the
future capabilities of minimizing damage from spills. While there clearly exists 2 need for pure rescarch, itis

_essental that the focus of much of the future research be targeted to cnsure that improvements are made in
operational spill response capabilities. Promising results have been obtained in many technology areas such as
the burning af spilled oil, mechanical continment and storage devices, aitborne and satellite remote sensing,
and oil spill chemical reating agents such as dispersants. Knowledge, both sciendfic and operational, gained.
through funds derived from the OSL'TF have significanty improved the ability to reduce the impact and
damage caused from oil spills. One example js the use of in situ buming of spilled oil. This was an
experimental concept at the time of the EXXON VALDEZ oil spill in Prince William Sound, Alaska. Teis
now an established oil spill response technique, used throughout the United States, which has the potential to
remove up to 98 percent of the spilled oil from the water’s surface.

Current research projets are described belour

The Interagency Coordinating Commirtee on Oil Pollution Reseatch, created by the Oil Pollution Act of 1990,
has designated MMS as the lead agency for research on in situ burning of spilled oil in the marine
environment. Results from controlled tests in the United States, Canada, and Europe demonstrate that in situ
burning is an effective oil spill response technique with minimal sir and water quality impacts. Buming offers
2 way to remove large quandrties of oil from the water’s surface very quickly (100 to 1,000 times more rapidly
than with conventional equipment), thereby minimizing the long-term effects which can persist for years.

MMS has funded the development of the Large Eddy Simulation (LES) smoke plume trajectory and
dispersion model. The LES model addresses the need to protect human and wildlife health during in situ
burning operations by providing accurate predictions of dowhwind smoke dispersion. The Alaska Regional
Response Team has used this model to establish guidelines for the safe and effective use of in situ burning.

MMS conducted an In Situ Burn Oil Spill Workshop January 26-28, 1994 in Orlando, FL, to ensute the
relevance of MMS-funded oil spill response rescarch w the user community. MMS is using the lisc of
identified information gapsfimprovement needs as input for planning future rescarch efforrs. The research
results from MMS-funded oil spill research will continue to be disseminated at numerous major conferences,
domestically and intemationally. MMS will continue to participate in these conferences and conduct regional
seminars which are ate=nded by a wide range of participants.

"In 1995, MMS will continue development of the LES smoke plume trajectory model and conduct laboratary,
mesoscale, and ficld experiments on the burning of emulsions. In 1996, MMS will complete development of
the LES smoke plume wajectory model and work towards approval of the LES model by the U.S.
‘Environmental Protection Agency.

Ohmsett - The National Oil Spill Response Test Facility

MMS reopened Ohmsett - The National Oil Spill Response Test Facility - in Leonardo, New Jersey, in
August 1992, to provide an environmentally safe facility to conduce testing and development of devices and
techniques for the control of oil spills. Approximately 95 percent of all performance data for oil spill
contsinment booms and skimmers was obtained at Ohmsett. Eleven tests have been conducted on oil spill
fesponse booms, skimmers, collection systems, and temporary storage devices.
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In 1995, work will continue to define the state of the art for yarious oil spill response equipment and to
conduct research to improve innovative oil spill response strategies. In 1996, MMS is anticipating controlled
burn tests of emulsions and weathered oils in waves to be accomplished at Ohmser

Airborne Remote Sensing

The development of new laser fluorosensor technology for the detection of oil on water, ice, shorelines, and
among debris, is a cooperative project with the Canadian Govemment and private industry. The primary
mission of the fluorosensor is to detect and map oil spills, especislly on shorelines, and provide oil spill
responders, in near real-time, hardcopy maps of oil coverage and related informadion. - The secondary mission
of the fluorosensor is to serve as a research tool for environmental and resource applications. Examples are
- mapping of chronic pollution, spilled pollumnts other than oil, and generalized assessment of water quality and
productivity.

In 1994, the Laser Environmental Airborne Fluorosensor (LEAF) was successfully flight-tested in several ficld
wrials and was able to classify the types of oils detected. The LEAF was developed by the Massachuseus
Insttute of Technology (MIT) under the direction of the U.S. Coast Guard. The LEAF sensor was then
firted with a.dye laser module to produce blue-green light and collected extensive data along the St. Lawrence
River to monitor chlorophyll and phytoplankton.

In 1995, a contract was signed to construct a Scanning Laser Envitonmental Airbomne Laser Fluorosensor
(SLEAF). The SLEAF will employ a state-of-the-art laser and have an adjustable scanning capability that will
allow selection of the optimum swath to respond to various spill scenarios. The SLEAF will produce a
geo-referenced map showing areas of oil contamination, that can be faxed or downlinked to responders on
scene. In 1996, the SLEAF will undergo acceptance testing, both in the factory and in an aitborne
environment. '

MMS continues to publish the tesults of its spill response research program at major conferences and
workshops. In addition, researchers make approximately 50 annual submissions to major public and trade
joutnals. ‘The MMS biennial report Fechnology Assessment and Research Program for Offshore Minerals
Management, due for updating in 199,5 contains summarics of oil spill research projects. .

Mitigation of Pol}uﬁon Associated with Pipelines.

Pipelines are the source of about 97 peroent of oil-spill volume associated with OCS oil and gas operadons.
The MMS is acdvely pursuing research to ascereain the integrity of the 20,000 miles of oil and gas pipelines on
the OCS. A like number of miles of pipelinc exist in state waters and with MMS’s additional responsibility for
pollution control in state waters, these projects will serve a dual purpose.

The objectives of this program are to improve leak detection capabilities, improve internat and external
inspection practices, improve shutdown systcms, and develop a berter understanding of the environmental
forces active on pipelines. In addition to these technology developments, a risk analysis and management
database is being devised to provide valid assessments of the conditions of sging pipeline systems as well as
the probabilities and consequences of leaks.

Environmental Fates and Effects Projects

The MMS has conducted studies of the fates and effects of oil in the marine environment since the 1970s
through the Environmental Studies Program. In FY 1994 and FY 1995, MMS continued cfforts to develop and
test satellice-racked drifters designed to behave like oil slicks on the ocean surface. These drifters will be a
valuable tool in both applied and modeling situations. The NOAA Hazardous Materials Group is cooperating
in the project by deploying MMS drifters in actual spills. The Risk Assessment Modeling Verification Study
is ongoing, and like the previous study, is intended to improve oil spill majectory analysis and modeling for use
in spill contingency planning. MMS, in collaboration with the Office of Naval Research, continues to carry out
experiments to develop a better understanding of very near surface ocean physics so that oil spill motions may
be better quantified and simulated. These efforts will continue in FY 1996,

Minerals Management Service 161 ) FY 1996 Budget Justification



~ Ol Spill Research

Oil Spill Financial Responsibility

As discussed under Offshore Operations Program Priorities, the Oil Pollution Act of 1990 broughe two oil spill
financial responsibility inddatives to MMS. The first, promulgation of regulations to implement the increased
level and coverage, has been a considerable efforc. However, even if new regulations are not promulgated, the
second, administration of the financial responsiblility program that began under the U.S. Coast Guard, will
continue for all facilities located on the OCS at a level of $35 million.

Administration of existing oil spill financial responsibility (OSFR) requirements:

w Lessees/owners/operators of offshore facilitiés are required by the Oil Polluton Act of 1990
(OPA) to establish and mainmin proof that they can pay the costs of cleanup and damages
caused by oil spills from their facilides.

@ The OPA replaced Title IH of the Outer Continental Shelf Lands Act, as amended, (OCSLA),
but provided that existing financial responsibility regulations under OCSLA would continue in
effect untl new regulations were promulgated under OPA.

= The OSFR prograin created under the OCSLA was administered by the U.S. Coast Guard
(USCG). Under OPA, the responsibility for offshore facilitics was aansferred to the
Department of the Interior (DOI) pursuant to Execurive Order 12777, and delegated to the
MMS under DOI Manual (218 DM 2.1). '

= The MMS continues to process new facility applications for facilities that are newly installed, or
assigned or otherwise transferred between companies.

= Existing Certificates of Financial Responsibility (COFR’s) are reviewed on an annual basis to
ensure that evidence of financial responsibilicy is mainmined by the responsible party. This
includes a demiled analysis of company financial smtements and/or recerdfication of insurance
documents. c

= Training scssions are being planned to help affected companies snd their agents better
understand the current COFR application requirements-

Developing regulations to implement the OSFR requirements of the Qil Polludon Act of 1990.

= The MMS published an Advance Notice of Proposed Rulemsking (ANPR) in the Federal
Register on August 25, 1993, to initiate public review of OSFR implemenmtion issues, More
than 1,700 written comments were received before the comment period closed. “The MMS also
received letiers from 135 members of Congress representing 40 States highlighting constituent
concems about the issues raised in the ANPR.

@ The MMS conducted five meetings around the country between November 2, 1993, and
February 16, 1994, to help the public understand the potential implications of the OPA OSFR
requitements. The meeting manscripts were made part of the ANPR administrative record.

& The MMS Director testified before the House Committec on Merchant Marine and Fisherics
on October 26, 1993, regarding the ANPR and the issues raised.

@ The OCS Policy Committee approved on November 2, 1994, the esmblishment of a
subcommittee to assist the Secretary of the Interior and the MMS in resolving issucs related to
implcmenting the OPA OSFR requirements. The first subcommittce meeting is scheduled for
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January 19th and 20th, 1995. The subcommittee will repore its findings and recommendadons
to the full committee in May 1995.

=& The Department of the Interior Solicitor issued a formal opinion on November 29,°1994, which
holds that the MMS has litde flexibility in interpreting which facilities are covered by the OPA
OSFR requirements, how much financial responsibility must be evidenced, and whether
exemptions are allowable for minimum risk facilides.

Justification of Program Change

State Cooperative Program
dollars in thousands
: 1995 1996
' Enacted | Request | Change
$ 0 1,112 | +1,112
i} FTE

The MMS implementation strategy for State warters is to strengthen existing or develop State programs to
ensure that State and Federal programs are effective and complementary and to minimize redundant effores.
Funds were requested in the FY 1995 President’s Budget specifically for Oil Pollution Act-related oversight
activities to be performed by MMS (pg. 215, FY 1995 Justification), with both the House and Senate

concurrence.

Funding is requested to provide State implementation grants for personnel and helicopter support for this
Coastal State participation regulatory responsibility. The requested personnel would be recruited by State
offices to perform the following tasks: .

= assist in the development of State spill prevention and response planning programs;
& gssure that State and MMS programs are compatible;

= assist in developing and implementing State inspection and enforcement programs for facilities -
and response equipment; and

@ assist in state spill response exercise programs.

The total amount requested is $1,112,000, and will be used to provide grants for personnel and helicopter
support to the following coastal states:

Louisiana: 3 positions 1/2 year of helicopter time
Texas: 2 positions 1/4 year of helicopter ime
California: 1 position
Alaska: 1 position

A memorandum of understanding (MOU) has been signed with the Texas General Land Office to develop
State programs to ensure that State and Federal programs are effective and complementary. A similar draft
MOU has been prepared with the Louisiana Oil Spill Coordinator and is currently under review. Draft MOU's
with the California Office of Oil Spill Prevention and Response and Alaska’s Department of Natural
Resources are almost ready for signing. In FY 1995, States will plan dexils of program implementadion.
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Justification of Program Change

Oil Spill Research
doliars in thousands
) 1995 | 199
) Enacted | Request | Ghange
$ 0 300 | +300
FTE ’

The $300,000 is requested in FY 1996 to study how the regulation of operations varies between state and
federil waters and to assess efficiencies and environmental risks. The assessment will focus on the disparities
of technology, equipment and procedures. At the completion of this task a workshop will be presented to the

affected state officials and state operators to suggest methods to initiate improvements.

This cooperative effore with States will ensure consistency across state waters and the Federal OCS, and will
result in more efficient standards of safe and environmentally elean operations.
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Permanent Appropriations

“This section addresses permanent sppropriations which are administered by the MMS. These appropriations
provide for the sharing of mineral leasing receipts collected from the sale, lease, or development of mineral
resources located on Federal lands. Revenues for these payments are derived from payor late payment
interest, bonuses, rentals, and royalties collected from Federal onshore mineral leases. MMS disaibutes these
funds in accordance with various laws that specify the basis for and timing of payments.

MMS disburses all the monthly mineral leasing payments to States:  All States’ monthly payments include
late disbursement interest. ii'l_lu: Bureau of Land Management (BLM) disburses those payments which are
made semi-annual or annually. The largest in this category (about $25 thousandfyear) is the payment made by
BLM to Alaska for its share of National Petroleum Reserve-Alaska (NPRA) receipts.

Included under this heading are the following permanent appropriations

Permanent Appropriations
dollars in thousands .
. | Change
FY FY FY | from
States | 1994 1995 | 1996 | 1995

Appropriation | Share Acmal | Estimate | Esimate | Estimate |
Mineral Leasing and Associated | 50%| 519,636 547,509} 559911 12402
Payments MLAP) - o e ,
National Forest Fund, Payments to 25%| 2228 1,764 1,765 1
States (Forest Fund) ! M| | mul . B NI L
Payments to Sates from Lands 75% | 1,229 836 844 8
Acquired for Flood Control, ’ |
Navigation, and Allied Purposes |
(Flood Control) ] | _ - —— ——4

Towl - | 523,093| 550,109| S562520( 12411

Note: For an explanation of how mineral leasing collections are distributed emong the .
various State 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 settiements, and
production and price forecasts, _ g i ,,,

Distribution Statutes

For MLAP, the Mineral Leasing Act (MLA), 30 U.S.C. 181 et seq., provides that all States be paid 50 percent
of the revenues resulting from the leasing of mincral 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 mincral leasing and
production within its boundaries except for the Forest Fund payments. Law requires a States’ payment be
based on national forest acreage and where a national forest is situated in several States, an individual Stawc’s
payment is proportionate to its area within thac 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 seq.)
which provides that 75 percent of revenue collected be shared with the State in which it was collected to be
expended as the State legislature may prescribe for the benefit of the public schools and roads in the councy
from which the revenue was collected or for defraying any of the expenses of county govemment including
public obligations of levee and drainage 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
(oit and gas rents, coal royaldes, other minerals royalties, etc.) is developed.

o 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 source 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 of the gross revenue cstimated for that soutce. This ensures that the
source fype revenue estimates are distributed to the correct land category and therefore to the
proper accounts,

@ For each land category, the appropriate distribution formula are applied to each source type and
summed into the various account totals. For example, Public domain lands: the MLAP Account
5003 (States’ share) calculates and sums 50% from all source types; the General Fund Actount
.1811 (Federal share of rent and bonuses) calculates and sums 10% of all rents and bonuses, and
the General Fund Account 2039 (Federal share of royalties) calculates and sums 10% of all

royalties.

The estimate of the gross payment to a Suate for any future fiscal year is based on the percent of mineral
receipts disbursed to that State w the total mineral receipts disbursed to all States in the prior year. However,
when an unusually large one-time adjustment is made for a State in the prior year, the actual for the year
before that is substituted and the total amount 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 of approximately 50 percent of the Departments’ of
the Interior (Bureau of Land Management and MMS) and Agriculture (U.S. Forest Service) mineral leasing
administrative program costs before statutory distribution of mincral revenues to States and Treasury. In the
past, NRS was enacted through appropriations acts.

The Omnibus Reconciliation Act of 1993 (OBRA) amended the Mineral Leasing Act and other applimbic
statutes to permanently provide for NRS, The OBRA adjusted the methodology for calculating a State’s NRS
deductdon. )

In the past, program costs were allocated to each Swmte based on the monies disburscd to the State during the
current fiscal year as compared to total disbursements (this is called the “Revenue-based method”).

The OBRA changed the revenue-based approach by 1) recovering the prior year’s enacted budget authority in
the current year, and 2) prorating costs to States based on the previous year's disbursements. Additonally,
OBRA added a ceiling to this calculation which provided that 2 State’s NRS deduction cannot exceed the
Secretary of the Interior’s estimated cost to administer each State’s onshore mineral leases (this is called the
“Cost-based method™).
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In FY 1995, $51.1 million of program costs are to be recovered through NRS with the Federal share toualing
$25.4 million and the States’ shares totaling $25.6 million. The NRS deductions determined by the
tevenue-based method were used for all States except Missouri, New Mexico, and Wyoming which were
computed undet the cost-based method.

Minerals Management Service 167 FY 1994 Budget Justification



Permanent Appropriations

Mineral Revenue Payments to States *

Stato

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Florida

Idaho

Illinois
Kansas
Kentucky
Louisiana
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Mexico
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
South Carolina
South Dakota
Tennessee
Texas

Uwah

Virginia
Washington
West Virginia
Wyoming
Total

dollars in thousands
FY 1994 FY 1995

296 337
4,623 5,237
94 107
1,201 1,368
21,589 24,584
34,417 39,191
81 92
2,509 2,857
207 236
1,057 1,204
70 80
531 605
754 859
24 27
486 553
599 682
23,994 27,322
6 7
7,540 8,586
143,455 163,354
1 1

2,504 2,851
207 236
1,963 2,235
56 64
18 20
1 1
348 396
1 1
515 586
31,119 35,436
117 133
138 157
246 280
242,356 230,422
523,123 550,109

FY 1996
Estimate

345
5,355
109
1,398
25,138
40,075
9
2,921
241
1,231
82
618
878
28
566
697
27,939
7
8,780
167,040
1
2,916
241
2,286
65

21

1

405

1

600
36,235
136
161
286
235,621
562,520

* Includes BLM payments to Alaska for National Petroleum Reserve leases but excludes payme
made to coastal states under OCS Lands Act as they are direct, unappropriated payments.
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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 onshote and offshore (Outer Continental Shelf) lands. Mineral leasing
receipts are derived from rents, bonuses, minimum royalties, royalties, and payor late payment interese. ‘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 statuce which in most parr is based on fand category (various cypes of
public domain and acquired lands) and source type (oil and gas rents, coal royalties, etc.).

MMS is reupons:ble 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 acquired national grasslands
administered by the Department of Agriculture (USDA). As these collections are shared berween the General
Fund and countes.(versus States), the policy has been to transfer them to the USDA for disposidon. All
monies collected on Indian lands are transferred to the Burcau of Indian Affairs for distribution to T'ribal and
Indian Allottee accounts.

Legislation also determines how receipts are classified for budgetary purposes. Mineral leasing receipts are
classified as offsetting receipts because they arise from business-type transactions with the public versus
governmental receipts which arise from the 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 proprictary receipts which are offserting ageinst 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 disttibution of onshore and offshore royalty revenues into receipt
accounts.

= A discussion of the changes between the FY 1995 and FY 1996 receipt estimates,

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

For FY 1994 - FY 1999, tables of the:
= estimated receipts by source type and by account,

w detailed backup information from which the gross estimates are developed (cst.:rnated ptice,
production, ete)

= transfer payments made to coastal states under section 8(g) of the OCSLAA (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:

s Source type (oil and gas rents, coal royalues, other minerals bonuscs, etc.);
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= Land category (acquired Forest, public domain, OCS, etc.); and
wr Location (to determine recipicm: Scates’ or countes’ shares if applicable).

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

Onshore Accounts

After the payments are idencified by the above three criteria, they are redirected immediately into all accounts
based on land category and source type. Demiled State information is necessary to disburse States’ shares to
States’ treasuries. ‘The acquired lands collections shared with counties are electronically wansferred to the
USDA for disposition into receipt accounts.

The collections from public domain lands Icased 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 depending
on whether the collections are from rents and bonuses (Account 1811) or from royaldes (Account 2039).
Because by faw, Alaska receives no funds from the Reclamation Fund, Alaska receives a 90% share of mineral
leasing receipts.

MMS wansfers to the Bureau of Land Management, for distibution, the monies collected from public domain
lands not leased under MLA authority, such as the National Petroleum Rescrve-Alaska (NPRA) lands from
which Alaska and the General Fund receive 50 percent shares. Since there is no production from the NPRA,
all the General Fund share is deposfted into Account 1811 (rents and bonuses). MMS twransfers Alaska’s share
(account 5045) to Bureau of Land Management for semi-annual disbursement.

leasing payments authorized by Section 6 of the Mineral Leasing Act for Acquired Lands. Therefore, MMS
is now reporting additional 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 Allicd Purposes.
The Government’s 25 percent share of these collections will be deposited to the General Fund (cither
Account 1811 or 2039). In the past, MMS mansferred these collections o USDA and the Corps of Enginee

for annual disbursement to Smtes and Treasury. .

The Energy Policy Act of 1992 requires the Secretary of the Interior to disburse monthly to States all mineral

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 Treasury (net
teceipts 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 Acvounts

OGS receipts are deposited into accounts depending on source: rents, bonuses, or roygltics. Also, inecrest
carned on collections held in escrow are deposited to a separate account. Amounts held in €SCrow accounts are
not included in receipt totals.

In order to bid on an OCS lease tract offered for sale, a bidder must submit an upfront cash deposit equal to 15
of the entire proposed bid. This money is deposited into escrow (account 6705), accruing interest, until MMS
has determined the proposed bonus is at least equal to the fair market value of that tract. If rejected, the 15
upfront deposit, plus interes, is rerurned 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. Furure OCS rents, duc on the anniversary date of
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lease issuance, are also deposited into Account 1820. OCS royalties, due from payors at the end of the month
following the month of production, are deposited into the OCS royalty account (Account 2020).

The payments made o coastal states for their 27 percent share of OCS collections within the 8(g) zone, the
area approximately 3 miles scaward from the State/Federal boundary, flow through Escrow Account 6707.
The last table provides information as to acmal and estimated payments for these states.

Deposits are also made into Escrow Account 6704 pending the resolution of 2 dispute berween Alaska and the
Federal Govemment as to the location of the State/Federal boundary in the Beaufort Sea. Sale bonuses
collected berween 1979 and 1991, as well as rental payments, total over $485 million. The legal issues have
been analyzed by a Spetial Master appointed by the United States Supreme Court. Based on the current
schedule subsequent legal processes, s Supreme Court decision will mostly likely be reached in FY 1996.
After resolution, ah escimated $922 million will be deposited into a Treasury interest account (Account 1493)
and the $485 million in principal will be deposited into the Treasury account for rents and bonuses (Account
1820).

Most of the OCS receipts accumulated throughout the year in General Fund accounts is wansferred 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 reccipts
are the sole funding source of the HPF ($150 million) and the major funding source (about 85 percent) of the
mandated $900 million required for the LWCF. The other two sources for the LWCF are $1 million from
mortor 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 reccipts collected offshore
their coastlines.
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Onshore Mincrsl Receipts

FY 1995 Estimates vs. FY 1996 Estimates
7 dollars in thousands .
_ | _1995 [ 1996 l Change | " __Explanadon

Proprictary Onshore Mineral Receip
| chB & Bonm - R, . ; g = iy ol
Oil & Gas 57 675

|Continued relmquishmcﬂt of leases. Level ‘

| e — lbonus activity _
Coal 57,983} 60,982 2,999 Contnued leasing in Powder Rwer Basm.
‘ - | . Level rent. .
Geothermal '™ 838 7838:i 0/Level interest in Ieasmg and rengls ‘
|ICilShale | S| S __0|Expect constant rental level. i
|All Other 32 32 0| Anticipate level interest in leasing and

- = TR Jrentals ;

Royalty & | 116533  116123)  -410|

Bonuses { |} | — i

____ Rovalties oA S i e
Oil & Gas 684,272 686,724  2,452|Increasc is due to higher gus royatties based

'on increasing price (+2.79%) and production |
(+1.37%). Oil royaldes will remain sable [
due to price increascs offsewting a continued

ST . decline in producdon. 1

5 'Coai : i | 289,378 311,092 21,714|Incresses in production (+4. 6%), and pnee
;i ) I I 1 - (+24%)_ = .
Geothermal 21,700 21,900} 200|Small increase based on production

. increases at some locations which offset
i almost a corresponding amount of decline at |

el I8 1 lother facilities. .
All Others . 33,650 34,548 898|Small increases in lead, potash, e |
- N, | 1 S zinc . .
Royalties - 1,029,000  1,054,264{ 25,264 (Audit chllcctions includ_q_.-.q in abovc figures)

_Total | 1,145,533|1,170,387| 24,854|
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Outer Continental Shelf Mineral Receipts
FY 1995 vs. FY 1996 Estimates
) B 3 Dollars in thousands
| _ 1995 [ _199% _| Change l: _ _Explanadion
_DOI Undistributed Propricty OCS Mmcral Rccelgls : —
JRents ol ___42,0_00 44,000 2,000 000 Due to anticipated new lcamqg 7 g
IBonuses 170,000  139,000| _31,000| The Westem Gulf sale held in FY 1994,
. w whose receipts are received in FY 1995, had |
higher bonuses than estimated for later
|years. Also, the bonus trend is slighdy
‘downward as better prospects are leased
= S— — first.
Subtoal Rents | 212,000 183,000 | -29,000
& Bonuses _ ‘, | . ]
|_Rovalies o TS e e —
oil 887,400 897 800} 10,400(Increase based on 3% price increase
‘ which offsets a 1.75% decline in ‘
- Ll - — . |production ; : —
{Gas 1,234,300 1,210,000.# -24,300| Decrease based on decline in producuon
' ' (4.65%) which is partially offset by price
) e - A ___|increase (+2.79%) : ,
[Other (audits, 357,800 292,400 -65,400| Decrease due to contract setﬁlcment nudl i
suspensc, ! and other settlements being more complex.
sulphur, etc.) - | B ) i —
Subrotal 2479500 | 2400200 | -79,300
_Royalties L O _— e
Escrow 1445551 | 1445551 |Anticipated resolution of Alaska/Federal
(principle and i ‘ boundary dispute
interest) [ B | g b 1 =
“Total __|2,691,600|4,028,75111,337,151|
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Mineral Leasing Receipts by Account

Onshore Mineral Leasing
1811.00 Rents and Bonuses 10,955 10,936 11,122 7,917 7,357 7,370
2039.00 Royalties 148,123 150,629 154,059 158,555 162,945 168,479
5000.24 Reclamation Fund 431,052 441,009 455,493 460,644 475,952 498,139
5003.02 Payments to States 547,509 559,911 577,973 584,412 603,547 631,281
5243.10 Forest Fund, states share 1,764 1,765 1,752 1,746 1,778 1,814
5008.10 Forest Fund, Govt share 5,292 5,29 5,256 5,238 5,333 5,442
5248.10 Flood Control (States share 836 844 . 843 852 864 866
Subtotal, onshore 1,145,532 1,170,386 1,206498 1,219,365 1,257,777 1,313,392
2419.1 Royalty-in-kind fees 400 400 400 400 400 400

Outer (ontinertal Shdf

1820.00 OCS Rents and Bonuses 0 0 0 0 . 0 0
2020.00 OCS Royaltes 1,644,513 1,989,198 1,435,000 1,376,400 1,342,800 1,353,200
5005.70 LWCF (OCS R & B) 62,000 485,987 34,000 25,000 15,000 6,000
5005.80 LWCF (OCS royalties) 834,987 411,002 866,000 875,000 885,000 894,000
5140.00 Hisc Pres. (OCS R & B) 150,000 150,000 150,000 150,000 150,000 150,000
514002 Hist. Pres. (OCS Roy) 0 0 0 0 0 0
149300 OCS Escrow Interest ) 992,564 . 0 0 0 0
Subtotal, OCS 2,691,500 4,028,751 2,485,000 2,426,400 2,392,800 2,403,200
TOTAL, Mineral Receipts 3,837,432 5,199,537 3,691,898 3,646,165 3,650,977 3,716,992
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Mineral Leasing Receipts by Commodity Source

Onshore Mineral Revenues
Rents and Bonuses
Oil and Gas 57,675 54,266 50,947 48,361 49,453 49,453
Coal 57,983 60,982 65,981 34,990 27,992 27,992
Geothermal . 838 838 838 838 838 838
Oil Shale 5 5 5 5 5 5
All Other 31 31 3 31 31 3
Subrotol, R ¥ B 116.5.33 116,122 117,802 84,225 78,319 78,319
Royalties
Oil and Gas 684,272 686,724 698,397 721,546 737,534 760,291
Coal 289,378 311,092 334,551 360,046 387,577 417,434
Geothermal 21,700 21,900 21,200 18,700 19,300 22,900
Oil Shale 0 0 1] -0 0 0
All Other 33,650 34.548 34,548 34,848 35,048 , 34,448
Subtotal, Royalties 1,028,999 1,054,264 1,088,696 1,135,139 1,179,458 1,235,073
Subtotal, Onshore 1,145,532 1,170,386 1,206,498 1,219,365 1,257,777 1,313,392
Royalty-in-Kind admin. fee 400 400 400 4{)0 400 400
Outer Continental Shelf *

. OCS Rents and Bonuses 212,000 183,000 = 184,000 - 175,000 165,000 156,000
OCS Royaldes 2,479,500 2,400,200 2,301,000 2,251,400 2,227,800 2,247,200
OCS Escrow Payout - 0 452,987 0 0 0 0
OCS Escrow Interest 0 992,564 0 0 0 ) 0
Total, OCS receipts 2,691,500 4,028,751 2,485,000 2,426,400 2,392,800 2,403,200
TOTAL, Mineral Receipts 3,837,432 5,199,537 3,691,898 3,646,165 3,650,977 3,716,992
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Onshore Rents and Bonuses
dollars in thousands

Gil and Gas
Rents:
NPRA 0 0 0 0 0 0
Lower 48 37,093 33,513 30,028 27,276 28,438 28,438
ANILCA 97 48 0 0 0 0
Bonuses:
NPRA 0 0 0 0 0 0
Lower 48 24,200 24,200 24,200 24,200 24,200 24,200
ANILCA 0 0 0 0 0 0
Total, O & G 61,390 57,761 54,228 51,476 52,638 52,638
Oal
Rents 1,000 1,000 1,000 1,000 1,000 1,000
Bonuses 57000 60,000 65000 34000 27000 27000
Total, Coal 58,000 61,000 66,000 35,000 28,000 28,000
Gil Shale
Rents 5 5 5 5 5 5
Bonuscs 0 0 0 0 0 0
Total, oil shale 5 5 5 5 5 5
Gavtharmal
Rents & bonuses
Total, geothermal 838 838 838 838 838 838
Other Minerals .
Rents & bonuses 32 32 32 32 32 32

TOTAL,R&B 120,265 119,636 121,103 87351 81,513 81,513
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FY 1996 President’s Budget
Onshore Royalties

dollars in millions

FY 1994 FY 1995 FY 199 FY 1997
Actual Estimate Estimate Estimate

FY 1998

FY 1999 FY 2000

Emmgmﬁ_umm

Oil (mil. barrels) 132.7 128.1 123.4 117.7 115.3 111.8 111.5
Actual/OMB Price 12.21 16.69 17.19 17.70 18.23 18.78 19.35
Royalcy rate 11.30% 11.30% 11.30% 11.30% 11.30% 11.30% 11.30%

Oit royalty $183.1  $241.6  $239.7  $235.4  $2375  $2373  $243.8

Oil minimum royaley $3.2 $3.2 $3.2 $3.2 $3.2 $3.2 $3.2

Subtotal, oil $186.3 $244.8 $242.9 $238.6 $240.7 - $240.4 $247.0

Gas (mil mcf) 1,766 1,745 1,769 1,802 1,855 1,882 1,899
Actual/OMB Price - 1.73 1.79 1.84 1.9 1.96 2.01 2.07
Rovyalty rete 12.00% 12.00% _ 12.00% 12.00% 12.00% 12.00% 12.00%

Gas royalty - $366.6 $374.8 $390.6 $410.9 $436.3 $453.9 $471.7

CO2 (mil mcf) 152.2 157.0 162.0 167.0 170.0 170.0 170.0
Estimau:d Price 0.70 0.70 0.72 0.74 0.76 0.78 0.80
Royalty rate 6.00%  600%  600%  600%  600% = 6.00%  6.00%

CO2 royaley $6.4 $6.6 $7.0 $7.4 $7.8 $8.0 $8.2

Gas Plant $17.3 $18.7 $19.7 $20.9 $22.3 $23.4 $24.4 -

Gas minimum toyslty $7.0 $6.3 $6.3 $6.3 $6.3 $6.3 $6.3

Subtotal, gas $397.3 $406.5 $423.6 $445.5 $472.6 $491.6  $510.6

Total, oil & gas $583.5 $651.2 $666.5 $684.0 $713.3 $732.0 $757.6

Coal, mil tons 287.1 300.2 314.0 328.6 344.0 360.2 3773
Price $10.01 $10.24 $10.49 $10.74 $11.01 $11.29 $11.58
Royalty rate 9.90% 10.01% 10.03% 10.04% 10.05% 10.06% 10.07%
Litigation 80

Coal $364.5 $307.8 $330.2 $354.4 $380.7 $409.1 $439.9

Geothermal $22.2 $21.7 $21.9 $21.2 $18.7 $19.3 $22.9

All other minerals $32.8 $33.7 $34.6 $34.6 $34.9 $35.1 $34.5

Adt/Cntr8Neg Scrtlme in above $46.3 $34.3 $28.7 $23.0 $20.7 $18.3

1 time acctg adjsunt -25.6

TOTAL, Current Serv  $977.5  $1,060.7 $1,087.6 $1,122.9 $1,170.7 $1,2163 $1,273.2
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Receipts

OCS Rents and Bonuses
dollars in millions
Fiscal : High %in  Total
late 93 Western Gulf of Mexico 64 100% 3
mid 94 Central Gulf of Mexico 277 100% 14
lace 94 Westem Gulf of Mexico 60 0% 0
Bonus Total . 17
Rents
Suspense, ROW, etc.
Total, FY 1994 Actual Receipts
late 94 Western Gulf of Mexico 60 100% 3
mid 95 Cenual Gulf of Mexico 112  100% 6
late 95 Western Gulf of Mexico 37 0% 0
Bonus Total 9
Rents
Total, FY 1995 Receipt Estimates
late 95 Western Gulf of Mexico 37 100% 2
mid 96 Central Gulf of Mexico 102 100% 5
mid 96 Cook Inlet 1 100% 0
late 96 Gulf of Alaska-Yakutat 1 100% 0
late 96 Western Gulf of Mexico 36 0% 0
Bonus Total 7
Rents
Total, FY 1996 Receipt Estimates
catly 97 Western Gulf of Mexico 36 100% 2
early 97 Beaufort ’ 1 100% 0
carly 97 St George 1 100% ]
mid 97 Central Gulf of Mexico 98 100% 5
late 96 Chukchi 1 100% 0
late 97 Hope 1 " 100% 0
late 97 Western Gulf of Mexico 36 0% 0
Bomus Total 7
Rents
Total, FY 1997 Receipt Estimates
late 97 Western Gulf of Mexico 36 100% 2
mid 98 Central Gulf of Mexico 94 100% 5
late 98 W. Gulf of Mexico 36 0% 0
Bonus Total 7
Rents
Suspense, ROW, etc.

Total, FY 1998 Receipt Estimates

8(@to Receipt
States i

Estimate

63
273
0
336
48

(26)
359

59
110

L7 — -

170
42
212

37
101

NOoOOoO RO
[y

139

MNMOOoOOHOOO
[y

136
48
184

36
93

N O = O
(=]

128
47

175
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OCS Rents and Bonuses
dollars in millions

Fiscal High %in Total 8(g)to Receipt
latc 98 W. Gulf of Mexico 36  100% 2 0 36
mid 99 C. Gulf of Mexico 90 100% 5 1 89
late 99 W. Gulf of Mexico as 0% 0 0 0

Bonus Total 6 2 124

Rents 41

Total, FY 1999 Receipt Estimates 165
late 99 Western Gulf of-Mexico 35 100% 2 0 36
mid 00 C. Gulf of Mexico 8 100% 4 1 84 .
late 00 -W. Gulf of Mexico 33 0% 0 0 0

Bonus Total 6 2 119

Rents 737

Total, FY 2000 Receipt Estimates 156
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Receipts

Ol (Million bbls)
Total Production

Royalcy Rate
Actual/OMB Price
Oil Royaley

Gas (Billion cu f2)
Total Production
Royalcy Rate
Actual/OMB Price
Gas Royalcy

Basic royalty
Minimum royalty:
Oil
Gas
Total min roy
Audits/Misc Settlemes
sulphur/suspense
states’ share

Totals

QOuter Continental Shelf Royalties

nominal § in millions
FY 1994 FY 1995 FY 1996 FY 1997 FY 1998 FY 1999 FY 2000

366.0 342.0 336.0 329.0 .322.0 318.0 312.0
15.38% 15.38% 15.38% 15.38% 15.38% 15.38% 15.38%
13.90 16.69 17.19 17.70 18.23 18.78 19.35
$782.4 $877.9 $888.3 $895.6 $902.8 $918.5 $928.5

4,701 4,300 4,100 - 3,900 3,750 3,680 3,610
15.90% 15.90% 15.90% 15.90% 15.90% 15.90% 15.90%
2.20 179 1.84 1.90 1.96 2.01 2.07
$1,6444 $1,223.8 $1,1995 $1,1782 $1,168.7 $1,176.1  $1,188.2

$2,427 $2,102 $2,088 $2,074 $2,0711 $2,095 $2,117

. $93 $9.5 $9.5 '$95  $9.5 $9.5 $9.5

$12.7 $10.5 $10.5 $10.5 $10.5 $10.5 $10.5
$22.0 $20.0 $20.0 $20.0 $20.0 $20.0 $20.0
$2200  $2188  $1313 $87.5 $50.0 $23.1 $21.0
$54.0  $2145  $234.1 - $189.7  $1784  §$178.0  $178.0
$79.7)  ($754)  ($73.0)0  ($70.0)  ($68.5)  ($87.9)  ($88.5)

$2,6432 $24795 $2,400.2 $2,301.0 $2,2514 $2,227.8 $2,2472

.
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Receipts

Actual and Estimated Payments to Coastal States

Under Section OCSLA 8(g)
aaual dollars
FY 1994 Actual Payments
Royalties Mandated
Alabama 7,939,617 0 490,000 8,429,617
Alaska 138,125 0 9,380,000 9,518,125
California 3,977,389 0 20,230,000 24,207,389
Florida 14,307 0 0 14,307
Louisiana 12,797,865 1,913,681 5,880,000 20,591,546
Mississippi 311,946 0 140,000 451,946
Texas 10,734,479 0 9,380,000 20,114,479
Total 35,913,728 1,913,681 45,500,000 83,327,409
FY 1995 Estimated Payments
Alabama 6,610,134 0 490,000 7,100,134
Alaska 114,996 no sales 9,380,000 9,494,996
California 3,311,378 no sales 20,230,000 23,541,378
Florida " 11,911 no sales 0 11,911
Louisiana - 10,654,872 1,512,000 5,880,000 18,046,872
Mississippi 259,711 0 140,000 399,711
Texas 8,936,998 810,000 9,380,000 19,126,998
Total 29,900,000 2,322,000 45,500,000 77,722,000
FY 1996 Estimated Payments
Alabama 6,079,555 0 490,000 6,569,555
Alaska 105,766 1 9,380,000 9,485,766
California 3,045,582 no sales 20,230,000 23,275,582
Florida 10,955 no sales 0 10,955
Louisiana 9,799,631 1,087,968 5,880,000 16,767,599
Mississippi 238,865 0 140,000 378,865
Texas 8,219,647 499,500 9,380,000 18,099,147
Total 27,500,000 1,587,468 45,500,000 74,587,468

1/ Two sales (Cook Inlet,Gulf of AK/Yakutat) are scheduled; however
no tracts within the 8(g) zone are expected to be leased.
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Reoeipts

Summary Description
=r Federal Onshore Leases o
Royalty Rate | Rents _ || __Lease Duration Bonus
e _Oil& Gas ===
Competitive: Under MLA, for leases 1-5 |5 years continued if
Leases issued under years, rate is $2/acrefyr. [capable of commercial
MLA (Prior to Secretarial Order on 12/92 |production. 10 years: for
12/23/87), royslty Lreduced to $1/acrefyr lleases after enacred after
1 assessed on amount of :through 2!98. ‘Irthc Nat’l Encrgy P olicy
production and ranges | : |Act of 1992. After
{from 12.5% to 33%. : jcommercial production,
| ) ‘ fthe lessor pays minimum
! myalw. |
Competitive: UnderLRA, rentis  |secsbove Under LRA, bonus is not
are set at 12.5%. 1-5 and $2.00/acre/yr | ;
: for years 6-10. . M '
|Non-Competitive: |Under MLA, rentis 10 years: continucd if | All leases are now offered |
|Based on 12.5% of $1/acrefyr foryears 1-10.  |capable of commercial {only by competitive means .
{ production. SOG leases are $3/acrefyr | production (than lessor
: and KGS $2/acrefyr bue pays minimum royalty)
| are subject to above rental
b TR reduction. Al
INPRA: $3/acrefyr - 10 years or less
ISex by regulation et
'16.66%. However, no ‘ .
iproduction anticipated. f S S
| Coal

Post-FCLAA (1976): [Rental mte uﬂhcrclyr ~ Hndefinite pe;iod with  [Bid smount must bc cqual
12.5% of value. Secretary | ' |20-year readjustments. |to or greater than fair ‘

may set lower rate for fmarkee value. Arleast1/2
underground mines. = | {the amount for lease ina .
|Currently 8% . | year must be offered
through deferred bonus’
bidding.
|Pre-FCLAA: Rental rate is $1/acrefyr  |see above " |see above
‘ $.15/ton underground and ’ ;
$.175/ton surface mines | y
] Geothermal 1 -
Genenlly set for Competitive: 10 years; continued if Competitive
individual leases, By $2facrefyr or $5/acrefyr for |capable of producing if within a Known
statutc it may notbe less  |yrs 1-5 if choose not to file |commercial quantitics. Geothermal Resource |
than 10% nor more than | report showing significant | Area, lease is by sealed bid |
15% of the value of steam | expenditures to develop. |Non-Competitive:
& not less than 5% of the |Non-Competitive: |if outside KGRA, lcase is
value of demineralized $1/ecrefyrforyrs 1-5and | | by over-the-counter basis.
| water. $4/acrefyr for subsequent | :
years,

»
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Receipts

Summary Description
- Federal Onshorc Leases
Royalty Rate I . _Rcm:s | ___Lease Duration Bonus
Other Mmcrals )
Royaity ie paid based on |Based on stamute and Varies by commodity. 20  |Competitive (vs
lease terms and varies  |regulation, rent varies by | years subject to non-competitive) leases
by commaodity. commodicy and ranges readjustment every 10-20 | arc awarded to highest
$0.25 - 1/acrefyr years qualified bid exceeding
fair market value.

MIA - Mineral Leasing Act; LRA - Leusing Reform At; NPRA - National Perolasn Reserve Alaska
FCLAA- Federal Goal Laasing Amendments Act of 1976

Summary Description

) _ Federal OCS Leases [ S
__Royalty Rate ___ Rents | Lease Duranon ! Bonus _

fln set for each sale area in its Pre-1993: $3facrefyear |5 years (not to excoed | ‘Based on fair market
Final Notice of Sale. It may be: |with a few $10/acrefyr |10 yrs). Continued if  |value. Minimum bid of

1Based on water depth for dminage sales. capable of commercial |$25 to $150/acre
'Leases issued after 1/93 on a |Past-1993: on a-sale-by | pmduction. subject to sale by ssle
sals by sale basis: 12.5% for Gulf |-ssle basis, the | = review.

water depths 200m or 16.66% for | Secretary may charge

water depths 200m. $5/acre with §2/acre

Issued before 1/93: 125% for  |tmansfemed to OCS ' .

water depths 400m or 16.66%.for | ADP project (TIMS).
Jwater depths 400m. The 12.5%is |Most post Minimum

Jalso used for Alaska 8¢ certsin parts  [royalty arabove rate
of California after lease deemed

: cnpable of cornmercial
2.Sliding-scale (12.5-6595) based on |Production.
‘average of all production

13.Step-scale which increases by .
steps as production increases | !

4.Flat rate of 33.33% +

5.Nez profit share which require
royalcy only after certain
expenditures are recovered 1 _ : | — Al

For both onshore and OCS leases, once a lease has been drilled and a commercial discovery been made, 2
minimum royalty is paid until production acrually begins. The minimum royalty rate is the same as the rental
rate.

Minerals Management Service 185 FY 1996 Budget Justificaton






Explanation of Authorizing Statutes

Explanation of Authorizing Statutes

Outer Continental Shdf Lands

43 US.C. 1331, ecseq.

43 U.5.C. 4321, 43314335,
) 43414347

16 U.S.C. 1451, ct seq.
16 U.S.C. 1531-1543
42 U.S.C. 7401, et seq.

16 U.S.C. 470-470w6

30 US.C 21(a)
30US.C 1601

33 US.C. 2701, et seq.

43 U.8.C. 1301

16 U.S.C. 1361-1362,
1371-1384, 1401-1407

‘The Outer Continental Shelf Lands Act of 1953, as amended, extended the
jurisdiction of the United States to the Outer Continental Shelf (OCS) and
provided for granting of leases to develop offshore encrgy and minerals.

The National Environmental Policy Act of 1969 required that Federal
agencies consider in their decisions the environmental effects of proposed
activitics and that agencies prepare environmental impact statements for
Federal actions having a significant effect on the environment.

The Coastal Zone Management Act of 1972, as amended, established goals
for ensuring that Federal and industry activity in the coastal zone be
consistent with coastal zone plans sct by the States.

The Endangered Species Act of 1973 esmblished procedures to ensure
interagency cooperation and consultations to protect endangered and
threatened species.

The Clean Air Act, as amended, was applied to all areas of the OCS except
the central and western Gulf of Mexico, OCS acdvities in those )
non-excepted arcas will require pollutant emission permits administered by
the EPA or the States.

The National Historic Preservarion Act established procedures to ensure
protection of significant archaeologtcal resources.

The Mmmgﬂd Mingmlg Policy Act of 1970 and the Ma_t_e_rﬁl_s and Minerals

Policy, Research and Development Act of 1970 sec forth the continuing
policy et seq. of the Federal Government to foster and encourage private
enterprise in the orderly and economic development of domestic mineral
resources and reserves. ’

The Oil Pollution Act of 1990 established a fund for compensation of
damages resulting from oil pollution and piovided for interagency
coordination and for the performance of oil spill prevention and response
rescarch. Iralso expanded coverage of Federal requirements for oil spill
response planning to include Scate watess and the transportation of oil. The
Act also addressed other related regulatory issues.

The Marine Protection, Research, and Sanctuaries Act of 1972 provided chat
the Secretary of Commerce must consult with the Secretary of Interior prior
to designating marine sanctuaries. MMS provides information and
comments regarding the mineral resource potential in areas being
considered for designacion as marine sinctuaries.

The Marine Mammal Protection Act of 1972 provided for the protecdon and
elfate of marine mammals.
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Explanation of Authorizing Statutes

Royalty Management Program:

25 U.S.C 397, etseq.
25 U.S.C. 396, et seq.

25 U.S.C. 396-396(g), et seq.

30 U.S.C. 181, et seq.

43 US.C. 1331, et seq.

30 U.S.C. 1001, et seq.

30 U.S.C. 181, et seq,

25 U.S.C. 2101, ex seq.

30 US.C. 1701, et seq.

106 Stac. 1374

31 U.S.C. 65
31 U.S.C. 3901-3906
31 U.S.C. 3512(c)

5US.C 552

The Indian Mineral Leasing Act of 1891, as amended, audmnm mineral
lcasmg on lands bought and paid for by Indians.

‘The Indian Mineral Leasing Act of 1909 authorizes oil and gas leases on
Indian allotted lands.

The Indian Mineral Leasing Act of 1938 authorizes oil and gas leases on
Indian Tribal lands and provides uniformity with respect to leasing of Tribal
lands for mining purposes.

The Mineral Leasing Act of 1920 (MLA) provides for clasuﬁc:mon and
leasing of coal, oil, oil shale, natural gas, phosphate, pomassium, sulphur, and
sodium and the payment of bonuses, rents, and royaltics on such leases.

The Outer Continental Shelf Lands Act of 1953 provides for granting of
leases to develop offshore encrgy and minerals; provides for bonuses, rents,
and royalties to be paid in connection with such leases; and calls fot sharing
certain revenues with coastal states,

The Geothermal Steam Act of 1970 authorizes the Secretary to issue leases
for the development of geothermal energy and provides for receipt sharing
with the States.

The Combined Hydrocarbon Leasing Act of 1981 provides for combined
hydrocarbon leases and receipt sharing with the States for such leases
within their boundaries.

The Indian Mineral Development Act of 1982 provides that any Indian
Tribe may enter into lcasc agreements for mineral resources within their
boundaries with the approval of the Secretary. Allotted land owners may
join Tribal mineral agreements. ‘

The Federal Oil and Gas Royalty Management Act of 1982 (FOGRMA)-
provides for comprehensive fiscal and production accounting and suditing
systems to provide the capability to accurately determine oil and gas
royalties, interest, fines, pcnalncs. fees, deposits, and other payments owed
and to collect for such amounts in 2 dmely manner.

The FY 1993 Department of Interior and Relawed Agencies Appropriations
Bill requires the deduction of $68.2 million from mineral receipts before

their distribution to States and Treasury to recover a portion of the
government'’s mineral leasing program costs.

Budget and Accounting Procedures Act of 1950
Prompt Payment Act of 1982
Federal Managers’ Financial Integriry Act of 1982

Freedom of Information Act of 1966, as amended
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Explanation of Authorizing Statutes

31 US.C 7501-7507
41 US.C. 3545

41 US.C 351-357
41 US.C. 601-613
4USC 35

"4 US.C. 2101

40 US.C. 486(c)

31 US.C. 3501

31 U.S.C. 3501

31 US.C. 3711,3716-19
31 U.S.C. 1501-1557
5US.C 1104 et seq.
31 US.C. 665-665(a)

41USC 252

18 US.C. 1001
18 US.C. 287

41 US.C 501-509 °

41USC 253
41 US.C. 401
15 US.C 631
15 U.S.C. 637
10USC. 137
15US.C 638
10 US.C. 2306(D),

Secretarial Order No. 3071

Oil Spill Researdrc

33 U.S.C. 2701, et scq.

Single Audit Act of 1984
Walsh Healy Public Contracts Act of 1936

Semcg Gpnmct Act of 1965

Contract Dispuucs Actof 1978

Paperwork Reduction Act of 1980

Federal Records Act of 1950

Federal }__h_:_quis_ition Regulation of 1 984

Privacy Act of 1974

Accounting and Collection

Claims

Appropriation Accounting

Delegation of Personnel Management Authority
Ant-Deficiency Act of 1905, as amended
Compedtion in Contracting Act of 1984

False Claims Act of 1982

False Statements Act of 1962
Federal Grant and Coopcrative Agreement Act of 1977

Federal Property and ,Adr!\!nistrgdvc Services Act of 1949

Office of Federal Procurement Policy Act of 1974, as amended

Small Business Act of 1953, as amended

Small Business Act Amendments of 1978

Small Business and Federal Compedtion Enhancement Act of 1984

Small Business Innovation Research Program of 1983

Truth in Negotiations Act of 1962 Authorizaton

The order established the Minerals Management Service in January 1982,

under authority provided by Section 2 of Reorganization Plan No. 3 of 1950
(64 Stac 1262).
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33 U.S.C. 2701, et scq.

43 U.SC 1331, et seq.

~ Explanation of Authorizing Statutes

Tide VII of the Oil Polludon Act of 1990 authorizes the use of The Oil Spill
Liability Trust Fund, esablished by section 9509 of the Internal Revenue
Code of 1986, foroil spill research.

Titke I, section 1016, of the Oil Polludon Act of 1990 requires a cemification
process which ensures that each responsible company, with respect to an
offshore facility, has established, and maintains, evidence of financial
responsibility in the amount of at least $150,000,000 to meet potential
pollution liabilicy.

Section 21 (b) of the Outer Continental Lands Act, as amended, requires the
use of the best available and safest technologies (BAST) and assurance that
the use of up-to-date technology is incorporated into the regulatory process.

Executive Order 12777 E.O. 12777, signed October 18, 1991, assigned the responsibility to ensure
oil spill financial responsibility for OCS facilides to the Secretary of the
Interior (Minerals Management Service).
Mineral Leasing and Associated Payments:
P.L.106-33 The Omnibus Budget Reconciliation Act of 1993 requites the recovery of

30 U.S.C. 181, et seq.

30 US.C. 351 et seq.

30 US.C. 1001, et
seq.1721(d), 30 U.S.C. 191,

30U.8.C. 1714, 1721(b), 30
U.8.C. 191,as amended

30 U.8.C 104(a), 30 U.8.C.
191, as amc__n_ded

30U08.C. 1912

one-half of the Federal Government’s mineral leasing program costs, before
disaibudon of receipts to States and the Treasury.

The Mincral Leasing Act, asamended by the Federal Oil and Gas Royalty
Management Act of 1982 (see 30 U.S.C. 191, as amended) provides for the
sharing of receipts with States on 3 monthly basis from various mineral
leasing activities under that stature on Federal lands within their boundaries.

The Mineral Leasing Act for Acquired Lands as amended, provides for
leasing coal, oil, oil shale, narural gas, phosphate, and sodium on acquired
lands and the sharing of receipts 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 authorizes 'Secrcmry to issue leases for
the development of geothermal energy and provides for receipt sharing with
the States.

Federal Oil and Gas Management Act of 1982 provides for timely payments
of royalty funds and from gas and production on Indian lands to Indian
accounts and for payments of interest 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 arid Gas Royalty Management of 1982 authorizes the
sharing of oil and gas royalties with Sates and all other charges collected
from oil and gas leases located on public domain Jands.

This law authorizes the shaging of all late payment interest collected on all
Federal Government lands and from all minerals categories. This law
applies to all interest paid w the Federal Govemment on or after July 1,
1988. Any interest the Federal Govemment has improperly shared prior to

. July 1, 1988, shall not be recouped from any recipient.
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