UNITED STATES

DEPARTMENT OF THE INTERIOR
BUDGET JUSTIFICATIONS, F. Y. 1986

MINERALS MANAGEMENT SERVICE



ar

C I LTI
P L




DEPARTMENT OF THE INTERIOR
MINERALS MANAGEMENT SERVICE
Fiscal Year 1986 Budget

Table of Contents

Page
Item Number

Organization Chart ...cevesnnnscacsnssoonsnosanaosasnsonsannass MM5-3
General Statement seoeerenvroasnsnovovsssnnonnassssassnsancananss MMS—4

Appropriation: Minerals and Royalty Management

Appropriation Summary Statement seseeseeesessanscsanersaasssres MMS-7
Appropriation Language Sheel .uuseornrrsscnssascarannsoraascnss MMS-9
Jugtification of Proposed Language Changes ..e.sseecsccasesrsssn MMS=1Q
Appropriation Language Citations ..cceesececasessovenannarsanss MMSE-12
Activity/Subactivity Change Crosswalks ...avesassesrscnsssscaes MMS-15
Justification for Change to Activity/Subactivity Structure .... MMS-17
Summary of Requirements .vs.ceceseossvasssrsonasssosaassensaasas MMS-18
Justification of adjustments to base s.svssseessasavacransanaes MME=20
Quter Continental Shelf (0CS) Lands

Activity Summary Narrabtive seesescescscsscacssnsssssvssnasaness MM§5-22

Summary of Funding by Subactivity Table e.svivssosnocaavarses MMS-22

Justification of Program and Performance by Activity:

Leasing and Environmental Program seeassessssescsssessssarsss MMS-26
Leasing and Environmental Assessment .seseassenssoosnssssens MMG=27
Environmental StudiesS c.civevescssnasanassoncsrassassnssnsss MMS-38

Resource Evaluabion Program ..ceesessssososassonsecasssansnse MME=42
Geologic and Geophysical Data

Acquisition, Evaluations, and Analyses ...eveanscersaoans MMS-47
Resource Economic and Engineering
Evaluations and AnalySes .ssecssosesnsnncsasvssosnassnnasss MME=34
Regulatory PrOZTaM secessoevsasesasvasasussaassssnsssvannssse MMS-59
Regulation of Operations ....ieveveveevsesrssnnsarinnseass MM5-60
Reserve INVENnLOYY sessseaeessarsososscsnasasennnasssensssas MME=66
Technology Assessment and Research «.csvcccanvnercensnesss MMS5-67
01l and Gas Information ..usseessesseseanasasssssrssnsssrse MMS-69
Royvalty Management
ACLIVILY SUMMATY v-vcenssenvassasosnsvrennanannsusnosessnsasss MMS=T1
Summary of Funding by Subactivibty ..evesssrasasisnarseanescss MM3-T71
Justification of Program and Performance by Activity:

Mineral Revenue CollectionsS .suesiessssvansscscassnssccaansanas MMS-73

Mineral Revenue Compliance eveesesvsssosvcersatanossascssesss MM5-82

Systems Development and Operation ..eesesvenerssssrsanessenss MMS=OL

General Admintstration
Summary of Funding by Subactiviby seeeasvrncraerssssssnvansss MM5-96
ACELiviEy SUMMATY vveenrtrrrnsannstossnrnnsvaavssssavssnsaasss MMS5-96
Justification of Program and Performance by Activity:

Executive DiTecltion .eesesassesssstancssacuvonssstrssscesasses MM5-98

Administrative Operalions seseeseassnavansssocancsarnsssnsses MME-102

General Support ServiCes ...ieeessvussvacctsvcsscassnransnsas MMS-113

MMS5-1



Table of Contents (Continued)

Ttem

Minerals and Royalty Management — Exhibits
Summary of Requirements by Object Classecsisveicncevsavanrsansnnns
Program and FinancCing «eeeeeesernsccarnessccsscssacsscanssonnss
Object Classification Schedule.esicseasorsacersnsosnsnsaransase
Pergonnel SUMMATY cisaceuovsasossseataresssssoscsnsssasarsnrenss
Detail of Permanent POSLLionS ceeeveesocovnsvnnssovsssaannsanns
Reduction in Headquarters and Administrative
Expenditures e ettt e e Lo e e e e e e e e e e e e Lo LAt e e e re e e P oo
Rescission under Section 2901 Deficit Reduction
Act OFf 1984 .suuiscencassesancanassnsstssssassnsnsnsssnnntssnns
Program and Financing .e.vsvasessocicnssssnanassanansnsnnes
Object Classification .suwesssseassucsssvonssnsessasaarsnsnns

Page
Number

MMS-116
MMS-117
MMS-118
MMS-119
MMS5-120

MMS-122
MMS-123

MMS-125
MMS-126

Appropriation: Payments to States From Receipts Under Mineral Leasing Act

Appropriation Summary Statement ....scescesasescasrsnsvsasenassnes
Appropriation Language ShEeb .e.ecsvserssasconsaosonsenosncasnssns
Justification of Proposed Language Changes .escisevsvasssossnsssne
Summary of Requirements ...ivecuscsesscsnssonsanosssonasnnnasssosas
Justification of Adjustments to Base ...esvesscossassanenrranrnnes
Justification of Program and Performance by Activity:
Payments to the SEates .eececasessressassrecsossnassssnrsssssrna
Interest on Late Payments ...esssnecescovissscassssasssscserracns
Payments to States — Exhibits
Program and Financing «.vsesveevsavsesascscosiacensarsonsesnas

Proposed FY 1985 Supplemental
Appropriation Language SheBL e.eoavensatsranernsascassnasocanens
Explanation of REQUESE seesevivsnaresorasnarsonanssnvsaatsosnssns
Summary of Requirements .i.svessasessassvsavvsarsorssnsarannsanss
Justification of Program and Performance .. :ceaveicassrsnssnsan
Program and FiNAnCing ececssesssosssotsnassssostsranssassvnsnsnns

MMS5-2

MMS-127
MMS-128
MMS-129
MMS-130
MMS5-131

MM5-132
MMS-137

MMS-139

MMS-140
MMS-141
MMS-142
MMS5-143
MMS-146



uoibay SD0

ey

umbay SO
LL Bl

woay 520
oneapy o JInD

umbay S0
muepy

uoISIANQ]
LAWY
[EIuaWUO A
2404510

udismg
WO
) uondadiul

210y10

uoIHAK] wORIAG uoibiAg
suonniad Juussbeueyy uoHENjEA]

L RITGIT Bupsean annosay

sioys)0 aloyslyo oY

-

suonmIad HOyo
0] KN30
amosty AindoQ

Guises) 2104510
10} JOIBANQ
ayepoiny AindaQ

ININIDVYNVYIR
STIVHINIW FHOHELAD
w0
1012814 21RIOY

I —

uorHAIg
Iuawmabeury
LITTETE AN

uoistaIg
Bujjunalay
Wy

UOINAI
spaRpuELg
g uonene s
AyeAoy

uosAIQ) uaisAlQg
Guiunoddy e dwo?))
O POy AyeAoy

suoneadQ
uawalieuey ALjRAGH
10) 1012800
ajepony Aindeg

INIWIDYNYW ALTVAOH
oy
101321() ARIBOERY

]

MILAIY NYHOOHd
10)
1010240 LRSSy

NOILYBISININGY
L]
SOVIBNG Uty

Apunyiodd(y

uawAoptw 3 (Enb3 10) O
uoiewIoju|

juswabruey F[RIBUIN JO 331} () e

snepjy aanesidia
B |euoissasiiuo] jo 340D

savMyo Hers

HOLDIHIQ ALNAI]

HO123HI0

ADIAHIS LNINIOVNVYN STVHININ

MMS-3






mw.v ............ P
$M'Mﬂﬁon|.-.¢oo--.oo

........... Srtsessess e e s e e s RO UOTTB|NOTID

P61 ‘€91 ‘S6 ‘38 ‘C8 ‘OF ‘v ‘8¢ ‘PE ‘1€ ‘82 ‘€202

P R I I I

ooﬁnwwﬂ-o-c ------ PR R
clz "t
691 'TIST ‘0ST ‘€T ‘TE1 ‘621 ‘¢11 * * °
AR 7AGE AR 44 5/ § S

e e I R R S A I )
.............. 4w o .

. s L A
. .. . P P
+ e e D R T R ]
P I T S S S S T T R S
" s e e s s e e s s e s e v oa o om e

602 ‘9ST “bST-ZST ‘LPT ‘St ‘ZF1-0F1 ‘€€l *821 ‘221 ‘121 *ST1
e R
8-35¢w a B & 5 28 & & ®W 8 3 @ 3 8 W ®m w . w o w v W kB & B koA ow
9971 ‘S91 ‘ZH1-0F1 “9€T1 BZ1 '9Z1 ‘s2I ‘22T ‘211~ " " * ~ ° °

£ST-0ST ‘OFT ‘6ET°2E1'821-921 V2T ‘€21 ‘021 ‘BTI'OTT ‘pUI-2T1%01 " =~ " "~ * " * * * *

Noﬁns.ﬂo---o--

# 8 = & = & 3 s 8 ®w s % 8 2 3 % ® 3 % % B o8 N N & T e e s a3 owowovow

88T ‘¥8T ‘181-6L1 ‘PL1 ‘¥91-8ST ‘€ST ‘841 ‘ZH1 ‘OF1 ‘Z€T ‘P21 '$11 ‘OTI-BOT'E ~ " * ° °

ILT ‘vl ‘8T - -
217 S

8LT ‘9ST-¥ST ‘6¥I-+F1 ‘BET ‘621 °921 ‘811 V11 ‘601

a w 8 & 8 8 8 8 8 4 s e T s o2 8 v o4 ®

D T T Y

STZ ‘081 ‘8LT ‘691 L9T ‘991 ﬁmﬁ ‘L¥1 ‘ZP1-8E1 *921 “SZT 801 hoﬁ mﬁ et t

201 m@ ww Qm 80? WV mmw ) ©19 0000599050050 0

. D S T S

€81 WL “ZLI“TLT ** " " - 6o b DODNOD0000S00000000G0Q00000000G

Xopu|

.

.

..... DY IO [BRURUL JO1YD)
....... 80680000 s

O

ue[d 1uswasoidul] swaiskg ssauisng
© 0 v wesAQ UONBULIOJUT ssauisng
T 10V UsWaoIojuy 198png

--.--....-.-.mgm
-c....-...-.gzﬂmmvbﬂvcﬂ—on

- wnskg woddng Sununoooy [BIUdY pue snuog

+ .

+ .

+ e

»

.

+

-.-.....--.-...uB&M—UN—m
..............%Udﬂ—uuﬂumﬁ_ﬂ

...... ..5m
- d

(S4V) wasig [ewueuly pue Junipny
..............ngmumﬁ—.—w
I I et
pboopaonog * - uolsIAl(] S[eaddy
* e wisAS MwswaFeUR]y UBdISUIY

............. Seete s e e s oouEMO][E

S - =55 1) | [
.............. . . bm—mﬂ.—v .—_ﬂ
crrn e mﬁomuuu&o SANQEBNDSTUTWPY

A4






891 ‘LS ‘€S “2S ‘05 '8y

¥£2-2£2 *912 ‘€01 ‘201 ‘69 ‘89 ‘$9 ‘¢9 ‘29'09 " **

mhﬁnhﬁ.—'ﬂ; .................. G 0000 O
€971 °SST '¢ST-0ST “LPI-GP1 ‘6€T P21 '9IL * * * * * -

9ST-¥ST “TST ‘0ST ‘64T "ZbT 'BET “¥2I 1T ‘601"
19 QA ) A /A § SR
Y LRI

90Z ‘881 'SL ‘vL ‘6S ‘b ‘1¥ ‘OF ‘9¢ ‘PE

9L ‘¥L ‘€508 ‘b2v 8E LE”

201 ‘¥S 'Sk ‘ev ‘e ‘9¢ ‘12

74 R

82T STI P11 * ° * °
$91 ‘2¢1 ‘0¢€T ‘601 *
.H.—N nm.c.— nm DR
S.ﬂ n.—h nﬂe L N

+

.

.

.

LIS

.

.

.

.

0T “887T “L6 '96 ‘LL ‘SL-EL “FE ‘P2 ‘€1
.—h-ﬁov..o...o.--o.o-.
oo.ﬂ -m”.v.— .............

261 98T ‘9L1 €91 “L¥T 8€T ‘801 ‘02

.

*mﬁwNamN-NN.oov-.a-.--
wwnw¢nmﬂo-'o.--..ov..

LI I )

LT I T )

12021 " -

.

P )

<+t Imsidoy [eiepay]

Tetrrrtsessesteenesees ot e s DRTRA DY JBW J1BY

8|

..................... uoNO2II(] PANNIIXY

* s+ s+ -+ suondsoxo
-+ duisseord uondaox2
* e+ v+ ¢t v gOlEN JOLID
* v uonoaLeD) lolq

...... B 4 » v = ® + o+ = o e omo®oaorT e oweoEowwoEoEorrTomoeoEowoE oo m.ﬁ—muhoﬂohmn.—ouco‘.—hu

4 4 8 @ + = & % = & & & = om B s
[ T T I T A . -
[ TR R R R T R LI
s r s o= o os N ) .
I P .
¢ 2 s s o T I Y
A s ® e & 8 % s & v v or a2 oaowow

° S21PMIS [EIUSWUOIIAUD

(81 H) WG 19edW] [EIUSWUOIIAUY
S 4t e e e JUQUISSISSE [EJUWUOIIAU

L T Y L
RN I I ] LI A}
ERRC I T B} LI
R e L
P P P

R

I T R R

C

* sa[qeAloa1 Juenbuep

d

s YD
R R R RN F o)

P EU.PSU.—UWS
+ » weidoid saneiadood
siususlde saneiadood

'+ + suldIely JAUSUIIUOY)

.

aipne snosyueroduwisauoy)
* - uswadeurit 12U
+ + + ¢+ sipny Aueduio])

ey Ummn_swa UOQO.—UMOMH EOEEOO
serrerseees e e e e s o OPRIOJOD)

Tttt (D) PIMINSUT SULIRA [BISEOD)

Cee e ey g uBRp)






.VM-..VN _.mN I S T T S T S ST R T T S S T ST S S S R S TR ]
Z61 ‘981 ‘€91 ‘LP1 “CE1 *26 ‘6 ‘88 ‘SL-€L ‘v ‘82 '2€ 0T
¢°N —om.— a@*.— nwm.— a@N.H " 2 & & = ¥ ® ® m ® ®W s ®= un v ™ € ° w

gﬂﬁNOﬁQQOﬁ-.oo-o-o--co-o----

.

691 ‘891 ‘YT ‘€91 ‘ST “IST ‘LT ‘THT *8ET ‘621 *821 ‘921 ‘22T “L11 ‘801

vm.n.-o.c.-o.-......-ooooo.-.-.-.-.-o.-

1ST ‘6PT-9%1 ‘PbT ‘TPT ‘6ET ‘8ET ‘'SET ‘921 ‘021 “L11 ‘¢1T ‘L0T €1

Qﬁawmﬂnh¢ﬂnmv~nmmﬂhNnﬂ ® 4 % + + v 4 F B s =2 s 3 B oE s s s & 8w
m@.ﬂ—.ﬂmﬁnwﬂﬂ.o...-.-.oo...-.v..oo-o...

‘e61 261 ‘901

‘GOT ‘S6 ‘26 ‘68-L8 ‘S8-E8 ‘18 ‘T£-L9 ‘G9-19 “¥S ‘ZS ‘6¥ ‘St-2Z¥ ‘6€-LE ‘SE ‘PE '1€-6Z 'BZ '9Z *p2-22 ‘02

WOHnNh.—n.ﬂh.Ham.-..-.c..o.-v..o.o.-..

.

(NODW(1T) WNNIOSUOD) SULIB] AJISISAIU(] BUBISINOT]
® » 8 ® & &4 3 & & & B B s & s 8 2 E s & & % u a s = NﬂﬁmmmzoJ
R R 1) E11 17.3:1: 5T

.

.

.

.

.

.

891 °69T-€91 ‘€PI *9ET ‘22T ‘ITT ~ = " " - vttt

D I T

D O N L T T T T P

L L L T A S I

"1

T T T d——_.—ﬂum—.

[

weifo1 uswoIeuey uomeEULIOJU]
ce e s oqu ueipy]

.

.

.

-

sioAed uerpuy
$28EO[ UR[PU]
SpUE[ ueIpu]
Ce e LI
Ce e N

" (NO9D) 033 Jo JIny)
sooiarog Moddng [e1ouan)

O

TS T 000284

YIN4O0A






chng.ﬂaow.ﬁ—mw.—ﬂomeONﬂo.— I T R R I T R R I A
OVHrwm.ﬂ -------------------------------

g.ﬁnhv.——ﬁthwmﬂ --------- 4 4 %+ % & & B # & W N B & a4 m mE B & & 8 B & B oE N 8 a4 » 8 & a4 + & + &

hON oNv nhm u@N nN ...........................

oONANONaﬂ:.H.............................
SN-MON..Tﬂ ................. “ b e s e a e e e
MONpgnﬂwpow.ﬂwnmﬁ.vﬁnN P T T
oONummON..ww.ﬁ .mﬁ Pt e e e e P e s s s s s e s e e e e s .
Wh.ﬁ..._”hﬁ.. .................... e e e e e s
QEL ™ " Tttt
ﬂhﬁ-ﬁhﬁ...............................
hhﬁ.ﬂhﬁ.ﬁhﬂ P N

8.—.-....-.-o...o..-.-.o..--.-.o.

g.ﬁ ﬁmo.— n.—.vﬁ nwm.— ----- + = & a & = = I I I I Y
OHNnﬂ_—NnmN.ﬁ LR T I . T R T S T R R A B N |
8# nhv.— ---------------------- * e & = = ok ¢ o+ =
89 ‘2L'9'essher ek el 1 v e

€91 .OTﬁ P T P T T R R R B S S
.V.NN .mﬁN I T T T T
O.HN .m@.— .MN.— ._NN.— -H.w.—, L T R L I B A )
C ot P I T R R
.V._”NnNﬁN .@ON nm.— .M._—. P R R R R R N T T S T S R
01z .OON -.V .N P T R R R

s s s s s & s 2 s s % b % ox o w s ow

.

.

* 00t JIPYS [Rusunuo) 1IIng0

® & % s % & % % s s % s s & % o= ® s s s s s om o+ s s s omoaom o+ o a_UNEOQNEO

-...o.-.o.--&EQﬂ“.—Mo
I T T T T R T T W——_QM :O

+ =+ yoaeosos [[ids Jio

punyg asniy, Apqery 1ds 110
Tttt s 19y uonnyjed 110

ceeee e L LASIWHO
Tt JO192NICT AY) JO PO

trreerse e SITBIY [BUIIXY JO OO

Aunuoddp uswdodwy fenby jo 204J0

T ttreer e e QBINY OANE[SIEY] pUE [BUOISSSIZUGY) JO 9OUI0

.

.

.

.

.

.

.

O

4ttt Q) WRIIoN]

s moYR( [ION]
s+ GOSN MON]

* * duneyg 1disosy 190N

P T TS R o_.ﬂ_?ﬁz

s (WAAN) 0V L01[04 [FIUSWUSIIAUY [EUOTIEN

.

+

OVemvnmm ahN n@N ..... + & = = + = = = = ® = ® =2 ® o+ v oaoF e @ ® W or o™ omE = ®w ® » ® ® ® = ™ F e s = e = = m ®
................................ P -—O%.NQ -—o_-.NE

ZQUGGT "ttt rettestrrereesscee..

-

N

seeeses o pumuop
* v o0+ soneAo] WNUWIUNW
Tttt t " SONUDASI [BISUML
oue[duIon) SNUIAIY [BIQUT
+ + + + sidieooy Buises| [erounw
s1uaWAeJ panerossy pue Juisea] |[eISUIN]

Tttt Tt T S|RUWELU SUliew

N






1

e e

6 ‘vt I8z

$£2-822 °L12 161
See'yez -t
e LEEREEEE

SO ‘201 ‘9 ‘09 ‘2¥ 9t ‘61 ‘¢

L A

L T B )

‘9Z1 'ST1'89 -

.

e e e

.

.—@.— aom.— " & s s 8 s % % 8 ¥ = & @
$ETH2T ‘L1Z-S1Z ‘012 ‘vb1 ‘9¢1 ‘SZ1 ‘ST “Z
ONN awﬂN 5 5 s ® 8 8 8 B s 8 % E ¥ s e 3 owow m
mvﬁ .@_T.H nﬂm sww ® & % = & B3 3 + = B &+ » a4 & u
m¢ nem. pm I R R T T T T T S R )

881 ‘S8T ‘¥8T ‘08T-LLT ‘89T ‘€91
8ST 'LST ‘PST "€ST ‘6¥1-LPT OVI-THI ‘BET

wo.—nﬂ-.-o.-

021 ‘911 ‘601

081 ‘LL1 '9ST ‘6P1

6L1°8S°0S" " " -

S61°ZL1 -
SrL
ve'eziz
9TI¥II - °°

‘8P1 ‘9F1-C¥I ‘THI ‘601

.

LI T T R T S S R R

LI L I R I

+

‘SET
NOﬁngpmmnﬂw-anﬁh [ N R N T T L T R T S |
10Z ‘861 ‘£91 ‘991 ‘£27 ‘921 ‘801 “L01 ¢ °
991 ‘ZST-6¥T ‘6€T'8ET == ° 0t

P L R B

.

-

.

.

.

.

$61°9LT ‘SLT “1LT “8ST ‘SET ‘111 “L01

€ST *ZST ‘6€T “2€T ‘TET ‘821 21 ‘121 0Z1 ‘911 ‘911 ‘P11 ‘21T ‘601

.

.

.

-

.

.

.

‘STT 86 ‘16-28 ‘LL 'v9 ‘S 'S¥ Ty €1

e s e

‘001 ‘6L ‘09 ‘12 ‘61

.

.

.

.

.

.

-

.

.

.

.

-+« owmnsu] sdduog
[PuueY)) BIRQIEY EIUES

S

+ =t s - saaed A[eAC]

S yoEq)pOl

Cee e g1y
uonen[eAy DINOSIY

* vt s1pny ADUSPISYY
B
BRI} 2 8 a1 3
* quswoainboi Aroje[no;
-+ - weidoid Arojendoy

s+ - -+ suonendal
suonerad() jo uvonendoy
-+ <ot - - spunyey
- = - * 1sanboy punysy
* e uswdnooas

d

* sofueyn) onewrweidold
- * Jununocooe uononpoid
* * ' “uonenjesonpold
e+ quopsalg
...-......UMGUMOQ
o d1d
* * Aydeidouesoo [eaisAyd
S0 ] UonelUoju] 10Aed
-..-.-...gmw.—>NQ

d






mNNoM@.—.. ..................................... ® 4 = = = ® F ® s+ e ® 32 ¥ » oa m ® m @ .....-...M_.:.EOVB
2P 29 999090600000800950500000000009050000000000003050009000000800900000600 puny _SENUWE&._OB

¥ DoDEO00CD0000000600000000000000000006000000000000000000000000000000060004A 00 FEAAM

M

m.NNusﬁ .hWﬂ .Wwﬁ rVW.— .@.Tﬂuﬁ.Vﬁ .O.vﬂ nWm..ﬂ .wﬁﬁ.hﬁﬁ.amz .hN.@N..—w e 4 e s s s w e e e kb s s s s et e s s omoeme s w e e uopen|eAs

A

ﬂ@ﬁ-....-...-.-.-o.-.o.o.-.......-..o...- ..... s+ 8 % 8 = = 2 & & 4+ s = ® = & & &8 &+ 8 & & + s = o= = s a s ‘NHD
W@ﬁ...a..........o...-......................-..-.-.o......o.—hOTNMC&EOOuﬂUEO—QEUﬁ—D

n

STZ P91 ‘091 ‘091 ‘IST “LPT ‘SPT ‘SHI-THT 6T ‘8ET 92T "0IT 60T "~ = " "~ """ - == e e o A LN
ﬁh n.ﬂo B o owm @ k% % A+ & & 4 4 & & 4 4 & F # 4 ® & & # & % + 3 #£ 4 + F 3 B 8 + = 2 B B = oE = = 5 & & & B 2 = ®m ao—ooo o.mEocoom.*o ﬂ._..ﬂo._—ﬂ.-m WQOP
gﬁ-wm.—-oo.—aa.—eww‘mh-vhag.wm P T L T o.-.-...--o-o.-o..onc..cc-.co-..m_ﬂuor_.k
SN pho nm@ 08 nmm -mh ® & & » 8 » % # ¥ B 3 ®m & & % % & " ¥ T & L @ B ET B E s FT B E T 2B RN Y RS s LUHNUWOM vcﬂ u:oewmomm< .—S.m:.-nﬂuofh
901-€071 ‘TOT ‘€9 LS ‘ph2bc1’c - - """ """ Tttt (SWILL) WRisAG 1USWSTRURA UonRWIOf] [EIIUYRI T,

L

@N.ﬁ......................-.........................-.....-........uﬁ-UEQO—ULPU—quUuwﬁm
Y77 05¥] 9 0000005000000000000000000800000008300 .........................mﬁ—okf._&a_bm
L 7A B % SRR S ODO0DDOOO0O0O0O0OODOGO D R R Ammrm.zwh\mvsouu%muuonmnm_anfh;—ucwuu&um
1A | S 8050000000000000003000000000050000000090000000G5000000 000 CHNETIEY
mw.—uom.—lmv.ﬂawNﬂeo.ﬁ.ﬂnn-nn-----n--n--n-o--an-n-n ----- -ln-n--nn-n-—NHUEEHUM.—OH
681 *LST ‘TST ‘0ST ‘8FT ‘¥ET ‘ZET ‘OET-8ZT ‘011 *60T '90T-HOL *00T *£6 ‘€Y ‘C " = " " "~ " "= - r st re = " ouEmjos

h@...................................... ....... v e e e s s m s as e ......UOQQE_O_EOGOOUO_OOQ

NM.—................... .......................................... UB“__EEOOUUU_UMBN:UM
@@ﬁ.wﬂﬁﬁﬁ.—rvﬁ.h..................... ....... s e m e e oaaan e ..............udUEUMﬁNENMﬁ__~Ow






GENERAL STATEMENT K

The Minerals Management Service (MMS) was established by Secretarial Order

No. 3071 on January 19, 1982. The MMS was further delineated by amendments to
that order and by the issuance of Secretarial Order No. 3087 on December 3, 1982.
The overall objectives of the establishment and consolidation of the Service
were to:

o Improve accountability for revenues received by the Department
through bonus, rental, and royalty collections resulting from
mineral leasing on 0CS, Federal, and Indian lands.

o Enable the Department to more effectively balance offshore energy and
mineral development and production with protection of the marine and
coastal environments and the security needs of the Nation.

o Reduce costs by avoiding duplication of effort and overlapping functions
within the Department.

The following summary table compares the FY 1985 budget authority with the
FY 1986 estimate For each appropriation account managed by the Minerals
Management Service:

Comparison of 1986 Estimate with 1985 Budget Enacted

(Dollar amouats in thousands)

FY 1985 Perm.
Enacted FY 1986 Inc., (+) Employ.
Appropriations Requested To Date Estimate or Dec. (-) 12/31/84
1. Minerals and
Royalty Management 1/ § 162,560 2/ 154,241 -8,319 1,874 3/
(FTE) (2,040) (2,000) (-40)
2. Payments to States From
Receipts Under Mineral
Leasing Act $ 510,455 479,083 -31,372 -
(FTE) (==} (--) (==)
Total, Appropriations
Requested 5 673,015 633,324 -39,691 1,874
(FTE) (2,040) (2,000) (-40)

The major missions of the programs included in the appropriation "Minerals and
Royalty Management" are: (1) To manage the leasing of oil and gas and other
minerals on offshorz aresas under the jurisdiction of the U.S5. Government;

(2) to classify and evaluate the energy and nonenergy mineral resources of
those areas; (3) to supervise mineral development and production operations on

1/ Reflects proposal that would change title from "Leasing and Royalty
Management" to "Minerals and Royalty Management.'

2/ Reflects transfer of Corpus Christi office to U.S. Geological Survey
(-$922, 15 FTE-T).

3/ Represents all full-time employees with permanent appointments.
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leased OCS lands; and (4) to collect and distribute revenues due the Federal

Government, States, and Indian Tribes from all onshore and oEfshore mineral
leases.

The appropriation "Payments to States from Receipts under Mineral Leasing Act”
provides States with their statutory share of bonuses, rentals, and royalties
collected by the Federal Government for minerals produced on onshore Federal
lands. Total receipts have been reduced, prior to any allocation, to reflect
the cost of collecting and distributing these revenues. This appropriation

also provides for interest to be paid to States and Indian accounts when mineral
leasing revenues due them are not disbursed within the timeframes established

by the Federal 0il and Gas Royalty Management Act of 1982.

The programs and missions of the Minerals Management Service are conducted
by the major components shown in the organizational chart on page MM5-3.

Highlights of the FY 1986 Request

The changes between the FY 1986 base funding levels and the requested FY 1986
budget are highlighted below by appropriation.

Minerals and Royalty Management

The proposed $6.17 million decrease from FY 1986 base funding levels pr1mar11y
reflects termination of funding for processing costs related to the acquisi-
tion of geologic and geophysical data; deferral of decisions on how Lo proceed
with modifications to the current computer system to support the Royalty
Management Program; and phasing out of the Royalty-In-Kind Program.

Decreases totalling $4.8 million from the base funding level are proposed for
the Outer Continental Shelf Lands (0CS) activity., A decrease of $4 8 million
results From the proposal to terminate Federal funding for processing costs
related to the acquisition of most geologic and geophysical (G&G) data. In
FY 1986 and thereafter, G&G data would be acquired for the Government as a
condition of the permit issued by MMS authorizing data collection. The Govern-
ment would continue to reimburse industry for: The reasonable cost of repro-
ducing such data; the acquisition of G&G data to support litigation, Section
8(g) and boundary disputes; and special reprocessing costs when required.
This procedure would apply to data gathered under permits issued prior to

FY 1986 and requested by the Government in FY 1986 and thereafter.

An increase of $1.4 million is proposed in the Offshore Regulation of Operations
budget for additional helicopter service for the Gulf of Mexico OCS inspection
program to support the increasing number of facilities to be certified and
evaluated as required under the Quter Continental Shelf Lands Act Amendments

of 1978 (OCSLAA). This increase will be funded by redirecting amounts in the
base of the Offshore Program identified in FY 1985 pursuant to the Deficit

Reduction Act of 1984 to reduce amounts expended for travel, printing, and
studies.

Changes resulting in a net decrease of $1.26 million from the base funding level
are proposed for the Royalty Management Program. Decreases of $5.0 million

in the Systems Development and Operations subactivity, and $0.32 million in the
Mineral Revenue Collections subactivity result respectively from deferral of
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decisions on how to proceed with modifications to the current computer system
pending the outcome of an ongoing reappraisal of program plans and phasing out
?f the Royalty-In-Kind Program. These decreases are partially offset by an
increase of $3.05 million in the Systems Development and Operation subactivity
for additional operation and maintenance costs.

An increase of $0.9 million is also proposed in the Mineral Revenue
Collections subactivity to support the additional workload anticipated in
penalty assessment, exception relief processing, litigation support and
reference data base maintenance.

A net increase of $.11 million is proposed in the Mineral Revenue Compliance
subactivity comprised of: (1) an increase of §$.4 million for delegated
authority and cooperative audit efforts with the States; (2) a decrease of
$.2 million in funding for an abstract service to be redirected to delegated
authority and cooperative audit efforts; and (3) a decrease of $.0% million
in one-time costs associated with establishment of a compliance sub-office
in Los Angeles to also be redirected to the audit efforts.

Payments to States from Receipts under the Mineral Leasing Act

The Minerals Management Service is responsible for the collection and distri-
bution to the States of their share of bonuses, royalties, and rentals from

the leasing of Federal mineral resources in accordance with applicable laws.
Payments to the States in FY 1986 are estimated to be $479.1 million, a decrease
of $31.4 million from FY 1985.

Beginning in FY 1986, the Administration has proposed that the cost of Federal
onshore mineral leasing programs and activities be deducted from receipts before
revenues are distributed between the States and the Treasury. This will ensure
that the beneficiaries of receipts from Federal onshore mineral leasing will
share in the net, rather than the gross, returns from mineral leasing
activities.

For FY 1985, a new budget activity, Interest on Late Payments, would provide
for payment of interest to States and Indian accounts when mineral leasing
receipts are not disbursed by the dates prescribed by the Federal 0il and Gas
Royalty Management Act of 1982. An FY 1985 Supplemental is proposed Lo cover
these costs. 1In FY 1986 funding for this activity is estimated at $0.8 million
and is included in the Payments to States budget estimate.

Authorizations

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

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

(30 U.5.C. 181, et seq.}, and the Federal 0il and Gas Royalty Management Act
of 1982 (30 U.S.C. 170L, et seq.).
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Appropriation Summary Statement

Appropriation: Minerals and Royalty Management

The Minerals Management Service is responsible for: Implementing the 5-year
0CS 0il and Gas Leasing Schedule approved in July 1982 and for developing the
next 5-year schedule; OCS Leasing, and supervising prelease resource and
environmental activities, and the exploration for and development and pro-
duction of leasable energy and mineral commodities om the Outer Continental
Shelf (0OCS) lande; classifying and evaluating the energy and strategic and
critical mineral resources of the OCS lands; performing environmental
assessments to ensure compliance with the National Environmental Policy Act
(NEPA); and collecting, depositing, and distributing royalties and other
mineral revenues due the Federal Government, States, and Indian Tribes on

all onshore and offshore leases. The FY 1986 appropriation request for these
activities totals $154,241,000. This total represents a reduction From the
FY 1985 appropriation enacted to date of $8,319,000. A summary of the
program changes proposed from the base for FY 1986 is provided below:

Quter Continental Shelf Lands: (-%4,799,000)

This budget activity funds the Offshore 0il and Gas Leasing, Resource Evaluation,
and Regulatory Programs which accomplish: (1) performance of environmental
asseasments to ensure compliance with the National Envirommental Policy Act
(NEPA) and oil spill trajectory analyses to support the leasing program;

(2) conduct of lease sales; (3) classification of 0CS lands for resource
potential for oil, gas, and strategic and critical minerals; (4) evaluation of
tracts offered for lease by competitive bidding; (5) assurance that the Govern-
ment receives fair market value for leased lands through determination of bid
adequacy; (6) regulation and supervision of leasable mineral prospecting,
development, and production operations on the OCS5 lands; (7) conduct and
maintenance of an inventory of oil and gas activities; and (8) providing
information concerning oil and gas activities to affected State and local
governments. Additionally, funding is provided Eor examination of possible
strategic and critical mineral leasing and for resource evaluation activities
on the 0CS and in the Exclusive Economic Zone (EEZ). MMS's activities related
to strategic and critical minerals are coordinated with and draw directly upon
work carried out by the U.S. Geological Survey and the Bureaw of Mines.

The decrease of $1.2 million in the Leasing and Environmental Program reflects
a share of the redirection of funds to the 0OCS Regulatory Program. These
amounts were identified for reduction in FY 1985 under Section 2901 of the
Deficit Reduction Act of 1984. Environmental Studies were reduced by $913,000
to meet the requirement for reduction of consulting services. Alsc included
in this reduction were amounts for printing and reproduction, travel, and
audiovisual type services. By continuing the FY 1985 funding level in 1986,
MMS proposes to provide increased funds for additional and safer helicopter
service to transport inspectors to more distant platform locations.

A decrease of $4.9 million in FY 1986 is proposed for the Resource Evaluation
Program. In addition to continuing savings proposed under the Deficit Reduction
Act of 1984, this amount reflects the termination of reimbursements for the
processing of geologic and geophysical (G&G) data. This proposal would decrease
the FY 1986 G&G funding level to $2.0 million, the annual base amount required
to: Provide reimbursement for reproduction costs for data acquired under
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permit; make payment of certain specific reprocessing costs for the data used as
a basis for making bid acceptance decisions that will help to assure receipt of
fair.market value from OCS oil and gas lease sales; and, acquire certain data
not available under permit such as data gathered in disputed ownership areas and
areas falling under Section 8(g) of OCSLAA. Appropriation language to relieve
the Department of the requirement for paying processing costs is proposed.

An increase of $1.4 million is proposed for the Regulation of Operations
program element to contract for additional helicopter service, which is
required to safely deploy MMS regulatory personmel in the burgeoning

area of oil and gas development in more distant areas in the Gulf of Mexico.

Royalty Management: (-51,262,000, +1 FTE)

The Royalty Management Program provides accounting, auditing, and compliance
activities for royalties, rentals, and bonuses owed the Federal Government,
States, and Indian lessors from minerals produced on Federal, Indian, and
Quter Continental Shelf Lands. The program is built around automated revenue
accounting systems and auditing to better assure that all revenues owed are
properly collected and disbursed.

Program increases in Royalty Management, totalling $3.95 million, are proposead
to: Adequately support increased workload trelated to the maintenance of a
reference data base (+$575,000, +7 FTE); support additional workload associated
with litigation and penalty assessment (+$325,000, +4 FTE); increase funding for
delegated and cooperative audits (+$398, 000), and to oEfset increased operation
and maintenance coste (+$3,050,000). These increases are offset by: Proposed
decreases to phase-out the Royalty-In-Kind Program (-$320,000, -10 FTE); a
delayed need for new information related to product value determinations
{-5200,000); elimination of nonrecurring costs associated with establishment

of a new office in FY 1985 (-590,000); and a delay in decisions on how to
proceed with improving the hardware and software for the automated accounting
system pending an ongoing reappraisal (-$5,000,000). Appropriation language

is proposed to phase-out the Royalty-In-Kind Program.

General Administration: {(-3108,000)

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

the Administrative Service Centers are supported in the Administrative Operations
subactivity, while fixed operational costs, such as rental payments to GSA and
Federal and commercial telecommunications and postal expenses, are included in
the General Support Services subactivity. Continuing savings realized in 1985
from compliance with the Deficit Reduction Act of 1984 permits a decrease of
$.108 million to be proposed in this activity.

Management Reductions: (-351,664,000, =41 FTE)

In FY 1986, the Administration is proposing reductions in headquarters admin-
istrative and other overhead functions to reduce the costs of management and
support activities throughout the Executive Branch.
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Appropriation Language Sheet

[LEASING] MINERALS AND ROYALTY MANAGEMENT

For expenses necessary for minerals leasing and environmental studies,
regulation of industry operations, and collection of royalties, as authorized
by law; for enforecing laws and regulations applicable to oil, gas, and other
minerals leases, permits, licenses and operating contracts; and for matching
grants or cooperative agreements; including the purchase of not to exceed

B passenger motor vehicles for replacement only; ($166,818,000 of which not

less than $39,890,000 shall be available for royalty management activities
including general administration: Provided, That of the funds appropriated for
the Minerals Management Service, $50,000 shall be available for administrative,
travel, communications, per diem, and other necessary expenses incurred by a
nonprofit inter-industry organization in conducting meetings and workshops
related to Outer Continental Shelf activities.off Alaska.] $154,241,000, of which
§2,000,000 shail remain availabie until expended: Provided, that notwithstanding
any other provision of law, $125,200,000 shall be deducted from Federal onshoras
mineral leasing recaipts prior to the division and distribution of such Teceipts
between the States and rhe Treasury and shall be credited to misceilaneous
receipts of the Treasury: Provided further, That notwithstanding any other
provision of law, when in 1986 and thereafter any permittee provides data and
information to the Secretary pursuant to sectiom 1352(a)(1){C)(iii) of title

43, United States Code, the Secratary shall pay only the reasonable cost of
reproducing such data and information: Provided further, That notwithstanding
any other provision of law, in 1988 and therzafter, the Secretary shall enter
into no new agreements to sccept payment of royalties "in kind” unless the
Secretary determines that such agreements are necassary due to a nationai
emergency. (30 U.5.C. 181 et seg., 1701 et seg.; 43 U.S5.C. 1331 et seq.,
1801-1802; Department of the Interior and Related Agencies Appropriation Act,
1985, as included in Public Law 98-473.)
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Justification of Proposed Language Changes

Minerals and Royalty Man;gement

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

The word "Leasing" is restrictive and not fully descriptive

of the missions of the Service. The Minerals Management
Service is responsible not only for leasing, but also for
resource evaluation, eavironmental studies and assessments,
prelease geological and geophysical permitting, and regulation
of operations on offshore leases, including technology assess-
ments.

Addition: '"Minerals" to the title of the appropriation.

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

Deletion: "of which not less than $39,890,000 shall be available
for royalty management activities including general administration."

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

Deletion: 'Provided, That of the funds appropriated for the

Minerals Management Service, $50,000 shall be available [or
administrative, travel, communicatiouns, per diem, and other
necesgary expenses incurred by a nonprofit inter-industry organi-
zation in conducting meetings and workshops related to Outer
Continental Shelf activities off Alaska."

The Fiscal Year 1985 language provides funding for a nonprofit
inter-industry organization to conduct meetings and workshops
related to Outer Continental Shelf activities off Alaska. By
Fiscal Year 1986, the input gathered Erom these meetings and
workshops will have been incorporated into the 5-Year 0CS 0il
and Gas Leasing Program; therefore, the funding requirement
for this endeavor will no longer be necessary.

Addition: "of which $2,000,000 shall remain available until

expended;"

Funding for the collection of geologic and geophysical (G&G) data,
due to changing obligation levels would be better served by no

year appropriation authority. At the beginning of each fiscal year,
G&G data acquisition needs are determined and prioritized. However,
the availability of data is primarily a function of the exploration
needs and plans of industry and of the need for data for tract
evaluation for specific tracts bid on in OCS sales. Addiciconally,
the "field season" for data collection in some regions does not
commence until late in the fiscal year. Consequently, MMS is
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frequently unable to inspect, select, and acquire data until very late
in the year. The above proposal will allow MMS to better manage its
resources and accommodate fluctuations, such as the amount of G&G

data available for acquisitiom.

Addition: "Provided, That notwithstanding any other provision of

law, $125,200,000 shall be deducted from Federal onshore mineral
leasing receipts prior to the division and distribution of such
receipts between the States and the Treasury and shall be credited
to miscellanepus receipts of the Treasury."”

Beginning in FY 1986, the Adwinistration proposes that the relevant
onshore mineral leasing costs of the MMS, the Bureau of Land Management,
and the Forest Service be deducted from Federal onshore mineral leasing
receipts before such receipts are distributed between the Treasury and
the States. Historically, the States have shared in gross receipts from
the onshore minerals program without taking into account the Federal
costs of obtaining and distributing these receipts. States receive

at least fifty (50) percent of the receipts from oashore mineral leasing,
but this percentage is now proposed to be based on net receipts after
deducting the cost of program management. This formula represents an
equitable distribution of the receipts remaining after paying the Federal
costs necegsary in obtaining those receipts.

Addition: "Provided further, That notwithstanding any other provi-
sion of law, when in 1986 and thereafter, any permittee provides

data and information to the Secretary pursuant to Section 1352(a)
(1)(C){iii) of Title 43, United States Code, the Secretary shall

pay only the reasonable cost of reproducing auch data and information."”

Historically, reimbursements were budgeted in the Quter Continental
Shelf Lands (OCS) activity for selectively acquired geologic and
geophysical (G&G) data. These funds were provided as reimbursments to
permittees for data reproduction and certain processing costs which
muat currently be payed pursuant to specific language in the 0OCS Lands
Act Amendments of 1978, 43 U.S5.C. 1801, P.L. 95-372. In FY 1986 and
thereafter, G&G data is proposed to be acquired as a condition of

the permit (including permits issued prior to FY 1986) with the
Government paying only for: The reasonable cost of reproducing such
data; the acquisition of G&G data not available under permit to
support litigation, Section 8(g) and boundary disputes; and special
reprocessing costs when required.

Addition: '"Provided further, That notwithstanding any other provision

of law, in 1986 and thereafter, the Secretary shall enter into no new

agreements to accept payment of royalties "in kind" unless the Secretary
determines that such agreements are necessary due to a national em2rgency."
In the past, through its Royalty-In-Kind Program (under the authority of
the Quter Continental Shelf Lands Act Amendments of 1978 and the Mineral
Leasing Act}, the Department negotiated and managed contracts by which
royalty oil was taken in kind and then sold to small refiners. Starting

in FY 1986 and thersafrer, the Administration proposes to no longer enter
into agreemenkts to accept payment of royalties "in kind" unless the
Secretary detsrmines a need exists which constitutes a national emerzency.
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Appropriation Language Citations

Minerals and Royalty Management

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

30 U.8.C. 181 et seq.

30 U.5.C. 181 et seq. provides for classification and leasing of coal,
oil, oil shale, natural gas, phosphate, and sodium and the payment of bonuses,
rents, and royalties in such leases.

30 U.5.C. 1701 et seq.

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

43 U.8.C. 1331 et seq.

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

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

43 U.5.C. 4321-4347

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

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

30 U.5.C. 189
30 U.5.C, 189 empowers the Secretary of the Interior to prescribe necessary

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

43 U.5.C. 1334(a)(1) provides that "The Secretary shall administer the
provisions of this subchapter relating to the leasing of the Quter
Continental Shelf, and shall prescribe such rules and regulations as may
be necessary to carry out such provisions....”

3. eand for matching grants or cooperative agreements.

43 U.S.C. 1331-1343 43 U.S5.C. 1801,
30 U.5.C. 1701, et seq.

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

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

31 U.8.C. 638a(a)(b)

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

5. §166,818,000 of which not less than $38,890,000 shall be available for
royalty management activities including general administration: Provided:
That of the funds appropriated for the Minerals Management Service, $50,000
shall be available for administrative, travel, communications, per diem,
and other necessary expenses incurred by a nonprofit inter-industry organi-
zation in conducting meetings and workshops related to Outer Continental
Shelf activities off Alaska.

P.L. 98-473

This provision was inserted into the Fiscal Year 1985 appropriation language
by Congress to restrict the use of appropriated funds and to assure
participation by this group in the lease sale planning.

6. $154,241,000 of which $2,000,000 shall remain available until expended.
No specific authority

This provision is proposed to require that geologic and geophysical data
acquired under permit be furnished to the Government as a condition of the
permit with the Government paying only for the reasonable cost of reproducing
such data. The $2,000,000 will be used to pay for costs of reproducing
geologic and geophysical data, acquisition of any additional data and special
reprocessing costs when required to support litigation, Section 8(g), boundary
disputes, and other needs.

7. Provided, That notwithstanding any other provision of law, $125,200,000
shall be deducted from Federal onshore mineral receipts prior to the
division and distribution of such receipts between the States and the
Treasury and shall be credited to miscellaneous rteceipts of the Treasury.
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No specific authority

This provision is proposed by the Administration to assure the States share
the actual net return to the Government after taking into account the Federal
costs of realizing and distributing the receipts.

8. Provided further, That notwithstanding aay other provision of law, when
in 1986 and thereafter any permittee provides data and information to
the Secretary pursuant to section 1352(a)(1)(C)(iii) of title 43, United
States Code, the Secretary shall pay only the reasonable cost of repro-
ducing such data and information.

No specific authority

The Federal Govermment is currently required to pay a share of the costs of
reproducing and processing geologic and geophysical (G&G) data. The curxrent
proposal is to require industry to provide all prelease data without charge
as a condition of permit except the costs of reproduction. The acquisition

of any additional required data will also have to be paid by the Federal
Government.,

9. Provided further, That notwithatanding any other provision of law, in
1986 and thereafter, the Secretary shall enter into no new agreements to
accept payment of royalties "in kind" unleses the Secretary determines
that such agreements are unecessary due to a national emergency.

43 U.5.C. 1335-1336, 1353
43 U.8.C. 1335-136, 1353 provides that all royalties or net profit shares, or
both, be paid in oil or gas on demand by the Secretary of the Interior. The

Secretary may sell all royalty oil and gas accruing or reserved to the United
States whenever in his judgment it is not desirable to retain commodities.
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Justifieation for Change to Activity/Subactivity Structure

Minerals and Royalty Management

General Adminiatration: The change in funding levels
among the three subactivities primarily reflects the
reallocation of resources from reimbursable to direct
support. These changes result from the realigoment

of resources as MMS implemented a fimancial management
system and terminated an agreement with U.5, Geological
Survey which had previously provided these services.
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Justification of Adjustments to Base

Minerals and Royalty Management

(Dollar amounts in thousands)

FTE

Amount

Total adjustment for 1985 pay inCreasef....sseseveassscanss -

Anticipated 1985 pay increase supplemental....... 0
Amount of 1985 pay increase to be absorbed....... +1,829
Total cost in 1985 of pay increase.....cccvscassn- 1,829
Ad justment for Full-year cost in 1986 of 1985 pay

AP0 n 0B 0N © oo 00000 No000NUAG00 0000000000000 +726
Total adjustment for 1985 pay increas®.isecessscse 2,555

The total $1,829 cost of the pay raise in 1985

will be absorbed. An additiomal $726 would be

required in 1986 to cover the full-year cost of
the 1985 pay raise.

Funding of the pay cost absorption in FY 1985 is
made possible by:

(1) A combination of reductions in support
activities implemented by limiting authorized

use and expenditure lavels;

(2) Delay in filling positions to attempt savings
in permanent salaries;

{3) Limit or eliminate temporary and summer
employment;

(4) Limiting overtime and holiday work and payments;
{5) Limiting equipment replacement and supply

expenditures, and redirecting resources to pay.

Other increases and/or decreases:

Proposed 1986 pPaAY CUL.suieeeaasvronsncatcasasnsnanes ==

This reduction reflects the reduced pay costs
resulting from the five percent pay cut proposed
fFor January 1986.
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FTE Amount

Improved position management initiative...veeessone = -$364

In FY 1986, improved position management will
continue as a Government-wide management
initiative. Savings of approximately $364,000
are proposad in this appropriation.

FY 1986 10 percent reduction in headquarters
and administrative functions 1/ sevsveceravaesen 41 -51,664

This ad justment reflects the MMS portion of
an Administration initiative to reduce head-
quarters and administrative functions across
Government .

1/ Please refer to page MMS5-122 for additional details.
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Activity Summary

Summazy of Funding by Subactivity

Activity: OQuter Continental Shelf (0CS3) Lands

(Dollar amounts in thousands)

FY 1985 Inc.(+}
FY 1984 Ezactad FY 1986 FY 19886 Jac.(~-)
Subactivicy Actual To Date Base Estimate from Bass
Leasing & Environmental
Program 44,088 43,583 43,355 42,158 -1,197
Resource Evaluation
Program 32,138 26,139 25,664 20,757 4,907
Regulatory Program 32,262 30,519 30,190 31,495 +1,305
Total 108,488 100,241 99,209 94,410 4,799

Activity: Outer Continental Shelf (0CS) Lands

The Ourer Continental Shelf (0CS) Lands budget activity provides resources to
support the Intarior Department's consolidated program for administerinz all
functions related to the sale and awacrd of energy and mineral leasas and
regulation of exploration, development, and production on Federally-leased OC3
lands. The budget for the program is described in three subactiviries entitled:
Leasing and Environmental Program, Resource Evaluation Program, and Resgulatory
Program. This division is a useful description of the major activitiss of the
Minerals Management Service on the Qutesr Continental Shelf Lands, and each sub-
activity repragents an integral component of a highly coordinatad progzam. 0GS
program activities are directly responsive to: (1) The Administration's policy
te increase the Nation's reliance on its own energy and strategic and critical
mineral resources; and (2) the OCS Lands Act, the OCS Lands Act Amendments of
1978 (OCSLAA), the Mational Znvironmental Protection Act (NEPA), the Coastal
Zone Management Act (CZMA), and other relevant statut=s., In FY 1986, MMS's
efforts will continue to emphasize carrying ocut the currznt 5=-year OCS 0il and
Gas Leasing Schedule (see Tablz 1 and Figures | and 2 for the FY 1935 through
FY 1987 leasing schedule and razlatad and geographic distribution of the planningz
aregas for the proposed sales) and the effective supervision of industry opara-
tions on all lazases on the OCS.

The primary focus of the OCS program is the study, oFffering and issuance of
‘offshore oil and gas leases and tha supervision, monitoring, and resgulation of
the exploration and davelopmant of o0il and gas resourcas.
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Justification of Program and Performance

Activity: Outer Continental Shelf Lands
Subactivity: Leasing and Environmental Program

FY 1985 Inc. (+) Inc. {(+)
Program Enacted FY 1986 FY 1986 Dec. (=) Dec. (=)
Elements To Date Base Estimate from ‘1985 from Baase
Leasing and
Environmental (%) 16,584 16,356 16,072 -512 -284
Assessment (FTE) (352) {349) {349) { -3 (-—=)
Environmental (3$) 26,999 26,999 26,086 -913 -913
Studies (FTE) {(---) () (-—-) (-=-) (——=)
Total (3} 43,583 43,355 42,158 -1,425 -1, 197
Requirements  (FTE) (352) (349) (349) ( =3} (-—)

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

P.L. 83-212 and amended, extended the jurisdiction of the United

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

43 U.8.C. 4321, 4331- The National Environmental Policy Act of 1969

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

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

43 U.5.C. 1801 The Quter Continental Shelf Lands Act Amendments of

P.L. 95-372 1978 established a policy for the management of oil
and gas in the Outer Continental Shelf and required
revigion of bidding systems and lease administrationm,
coordination and consultation with affected State
and local governments, development of environmental
studies for lease sale areas, and development of a
5-year leasing program.

Leasing and Environmental Assessment

Objectives

Long Term

o Implement the 5-Year OCS Oil and Gas Leasing Schedule.

o TInsure informed decisionmaking and compliance with the National Environmental
Policy Act (NEPA) and other statutes in support of the OCS Leasing and

Regulatory Programs, including the perFformance of oilspill trajectory analyses
and environmental and socioeconomic studies.
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0 Implement and refine procedures for the conduct of a strategic and
critical minerals leasing program.

o Issue leases as quickly as possible after each lease sale to ensure
early receipt of revenues.

Specific 1986 Objectives

o Complete all major prelease planning milestones on approximately
21 o0il gnd gas lease sales in progress during the fiscal year,

o Conduct 7 oil and gas lease sales.

0 Continue to improve knowledge base for possible OCS oil and gas and
strategic and critical mineral leasing through environmental and other
studies.

o Complete the next S5-year 0CS oil and gas leasing schedule.

Base Program

The primary functions of the Leasing and Environmental Assessment Program are:
(1) To manage and directly support the OCS oil and gas leasing act1v1t1es,
beginning with the Call for Information and Nominations through preparation of
draft and final Environmental Impact Statements (EIS's) and Secretarial Issue
Documents (SID's) and other decision documents, and ending with the conduct of
the sale and the issuance of leases; and (2) to review and assess the environ-
mental impacts associated with permits issued under the Resource Evaluation

and Regulatory Program subactivities. Active coordination of the oil and gas
leasing program with other Federal agencies, including consultation with affected
State and local governments and the public sector occurring throughout the
leasing process, is a major task of this program. Additionally, the activities
required to develop OCS strategic and critical minerals leasing procedures and
expand the information base for potential future minerals development in the
Exclusive Economic Zone (EEZ) will continue, and the viability of strategic

and critical minerals lease sales will continue to be studied and evaluated.

Leasing

0il and Gas Program: The OCS 0il and Gas Leasing Program, while accomplishing
its program objectives, also supports the Administration's goals of reduclng

the Nation's reliance on foreign oil sources, enhancing national security, and
strengthening the Nation's economy. OCS o0il and gas production currently
provides approximately 11 percent of oil and 25 percent of gas, respectively, of
domestic production.

Federal budget benefits which result from the OCS Leasing Program are the bonuses
and rents paid for leases and royalties from subsequent production. Approxi-
mately $3.5 billion was received in FY 1984 and approximately $2.4 billion is
estimated to be collected in FY 1986 from rents and bonuses. Royalty receipts
from producing OCS leases are estimated to be $3.3 billion in FY 1986.

Under the OCS Lands Act, the Secretary of the Interior must develop a 5-year
OCS oil and gas leasing program that indicates as precisely as possible the
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approval. Table 1 represents an update of the schedule for sales in FY 1985
through most of FY 1987.

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

Preliminary work has begun on developing a new 5-year schedule to dovetail

with the current one (Table 1) which ends in June 1987. In addition, a number
of changes have been announced concerning the timing of sales and the presale
process over the last year. It is anticipated that the development of a new
program will take about 2 years. In FY 1986, comments on the draft EIS for

the new program, which is planned to be prepared in FY 1985, will be received
and analyzed, the final EIS will be issued, the proposed final program decision
memorandum will be written, a decision will be made on the proposed final
program, and, after congressional notification, a new program will be approved
by the Secretary.

To support the 5-Year OCS Oil and Gas Leasing Schedule (Table 1), the Minerals
Management Service must complete a number of major steps in the leasing process,
which are shown in Figure 3 and described below in chronological order. These
activities rely both on environmental assessment and environmental studies

data produced in this subactivity, on basic and interpretive data and ocutputs
produced by programs within the Resource Evaluation subactivity, and on results
of consultations with States and other Federal agencies.

The Call for Information and Nominations: Response to this Federal Register
publication provides a basis for making the Area Identification which determines
the area to be analyzed in National Environmental Poliecy Act (NEPA) documents
as the proposed lease sale. It solicits nomimations by industry on specific
portions of the planning area which they believe have potential for discovery
of 0il and gas and priority ranking of those areas. It also invites comments
by States, local governments, and other parties regarding areas or topics of
concern that should be considered in defining the sale proposal and in further
steps in the leasing process. The detailed information from industry and
other respondents provides an opportunity for early balancing of hydrocarbon
potential with significant environmental concerns. Also solicited in the Call
is information on potential coastal zone management (CZM) conflicts associated
with future exploration and development and production proposals. These
concerns are addressed in the NEPA process for the individual sales. The Call
typically opens all or most of an entire planning area for consideration and
highlights the area having hydrocarbon potential as determined directly from
work carried out by the Resource Evaluation staff. A Notice of Intent to
prepare an Environmental Impact Statement (EIS) is published in the Federal
Register as a companion to the Call and includes information regarding the
initiation of the NEPA process including, when available, the date and location
of the public meetings for EIS scoping. 1In FY 1986, approximately seven Calls
will be prepared and published for nine sales; the exact number will depend on
the new 5-year schedule.

Area Identification: Following the Call for Information and Nominations, the
area that is believed to have potential for commercial production of oil and gas
size, timing, and location of leasing activity for the 5-year period following
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is identified from information collected through the Call for Information and
from resource estimates and economic analyses developed by the Resource Evalua-
tion program staff. This Area of Hydrocarbon Potential is considered along
with information from the Call, and then the area to be proposed for leasing
and to be analyzed in the NEPA document is identified.

Where State conflicts with other uses exist for any area, attempts are made

at early resolution. If such areas do not meet essential tests of potential
energy value and pose significant multiple-use conflicts, they are removed
from further consideration. Early consultation with States and other affected
parties may yield possible mitigating measures that can be analyzed in the
NEPA document and considered in the decision process for the specific sale.

In FY 1986, approximately six Area Identifications for eight sales are antici-
pated.

National Environmental Policy Act (NEPA) Process: This process is more fully
described in a following section entitled Environmental Assessment but is
briefly described here since it is an integral part of the leasing process. The
process congists of the preparation of a draft and final EIS and all related
public hearings and may begin as early as a yeaxr before the Call for Information
and Nominations with the development of general descriptive material on the
planning area. Environmental and socioceconomic modelling efforts must be
planned and information needs identified during this early phase. Usually

this preliminary analysis occurs before detailed, lease-sale specific informa-
tion and resource estimates are available.

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

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

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

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

The Lease Sale Decision Process is comprised of several critical elementas.

Fixst, a Secretarial Issue Document (SID) and a companion summary decision
memorandum are prepared summmarizing the findings of the planning work, such as
resource potential, economic benefits, and bidding systems (derived from the
Resource Evaluation Program subactivity); risks to the marine, coastal, and human
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FICURE 3
CHRONOLOGY OF THE OCS LEASING PROCESS
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environment derived from the EIS; a consideration of the potential for conflicts
with State Coastal Zoue Management Programs; and the views of Governors and
local governments of affected States and other Federal agencies as reflected in
comments in response to the Call for Information and Nominations and on the
DEIS. Consideration and analysis of State views is facilitated by consultatien
with State representatives. Second, based on the Secretary's decision, a
proposed Notice of Sale is prepared, which contains all of the terms and condi-
tions, including bidding systems and stipulations, proposed for the lease

sale. Third, the propesed Notice is sent to the Governors of the potentially
affected coastal States for their comments (required by Section 19 of the 0CS
Lands Act) and is published in the Federal Register for public review. At the
same time, further coordination with State Coastal Zone Management Programs is
also carried out in an effort to reach mutual agreement on reasonable measures
to ensure that exploration activities will be consistent with the programs.

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

will be subject to Section 8(g). This entails archival research into the
State/Federal boundary history, mathematical computations, and mapping of both
the 3-mile (split block) and 6-mile (8(g)) geographic lines. Also, diagrams

are reviewed by the affected State(s) which can require additional technical
negotiations befere both parties agree.

Under Section 8(g), the Governor of each affected State must be provided with an
opportunity to enter into an agreement with the Federal Government concerning
disposition of revenues which may be generated by a Federal lease of a tract
with common 0il and gas pools. This offer is made concurrent with the decision
process on the Proposed Notice of Sale.

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

the submerged lands administered by the State.

In addition to receipt of State comments on the proposed Notice of Sale,
extensive negotiations may be carried out with State officials regarding terms
and conditions of the lease sale, especially tracts to be offered and applicable
stipulations. The comments of the Governors are reviewed, analyzed, and
summmarized in a Final Decision Memorandum, along with late arriving data or
information For a final Secretarial decision on size, timing, and location of
the sale. This decision is reflected in the Final Notice of Sale, which is
published in the Federal Register at least 30 days prior to the lease sale. In
addition, the Secretary responds to Section 19 comments and explains his
rationale for either accepting or rejecting them.
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Lease Sale and Issuance of Leages: The lease sale is held for the purpeose of
publicly opening the sealed bids that have been submitted on tracts listed in
the Notice. At the time of the sale, no decisions are made concerning which
high bids will be accepted. Evaluation of high bids leads to decisions to
accept or reject high bids and to offer leases to successful (acceptable)
bidders; this occurs within 90 days of the sale except under special circum-
stances. Although personnel in the Leasing and Environmental Program subactivity
develop the decision material, personnel in the Resource Evaluation Program
subactivity perform the bid-adequacy evaluation. Leases are offered to success-
ful bidders who have 11 days to accept and pay the remaining four-fifths of

the bonus bid, as well as the first year's rental on the lease.

Throughout the Llife of the lease, any adjudication and maintenance of leases is
the responsibility of the Leasing and Environmental Program staff. This
includes developing and updating bidder qualification files and lease records
and processing of lease assignments and relinquishments. All rents on un-
developed leases, and royalties on producing leases, are collected and accounted
for by the Royalty Management Program.

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

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

the activities of the 0CS Advisory Board, which is composed of: (1) A Policy
Committee; (2) Regional Technical Working Group Committees; and (3) a Scientific
Committee. The Policy Committee meets two or three times each year, includes
representatives of the Governors of all coastal States, various Federal agencies,
and the private and public sector, and provides policy advice to the Secretary
on various aspects of the OCS Program.

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

The Scientific Advisory Committee, is composed of 15 scientists, each selectad
on the basis of technical expertise in a discipline of importance to the Studies
Program. The Committee meets three times each year and advises the Director

on the feasibility, appropriateness, and scientific value of the 0CS Environ-
mental Studies Program described later in this document.

Consultation is carried out throughout the leasing process with Federal agencies
such as the Department of Defense (DOD}, the National Aeronautics and Space
Administration (NASA), the Coast Guard, and the National Oceanic and Atmospheric
Administration regarding potential multiple-use confliets within a proposed sale
area. The Department of the Interior has a formal Memorandum of Agreement with
DOD providing for consultation and resclution of joint use conflicts prior to
leasing. Similar approaches are used with NASA and the Coast Guard, although

no formal agreements exist.

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

on possible leagse terms and conditions, such as sale configuration, bidding
syatem, etec. After receiving commenta, decision material would be prepared,
decisions made, and a Notice of ‘Sale would be published in the Federal Register.
Comments from affected States and others would be solicited through the Notice
of Intent, draft EIS publication and hearing, and the Notice of Preliminary
Terms and Conditions.

The planning, evaluation, and development of leasing procedures and the identi-
fication of potential and viable lease areas for strategic and critical commodi-
ties will be accomplished by joint Federal/State working groups. These working
groups will include interested Federal agencies and affected States. Two such
projects are currently underway one for possible polymetallic sulfides in the
Gorda Ridge area (jointly with Oregon and California), and one for cobalt

crusts on mid-Pacific seamounts (jointly with Hawaii).

Environmental Assessment

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

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

ELS are determined. This is accomplished by requesting written comments and
holding formal scoping meetings.

Contacts with the public and various State and local governments, are reviewed
by Minerals Management Service staff identify significant issues to be analyzed
in the EIS. Additionally, the information gathered and developed during scoping
assists in the design of the sale proposal, in identifying alternatives, and

in focusing the EIS on the major issues of concern. When this is completed, the
major work on preparation of the EIS can begin.

One of the most useful and critical inputs to the preleasing environmental
aggsessment process is the oil spill trajectory analysis. This is an environ-
mental modelling technique which incorporates the best available physical
oceanographic and meteorological data; the location and volumes of oil expected
to be produced as a result of the lease sale; the location of environmental
resources (e.g., fish spawning areas, recreational beaches, whale migration
routes, etc.); transportation routes; and the likelihood of accidents based
on past records. The model provides a measure of the likelihood of oil

apill occurrence, as well as the likely trajectories of spills in relation

to recreational and biplogical rescurces. Based on the model results, an

oil spill trajectory analysis report is prepared for each lease sale. This
report ig used to make an assessment of the effects of the proposed sale.

The availability of adequate environmental data, such as that on wind and
ocean currents, is a critical factor. The Environmental Studies Program
provides for timely gathering and analysis of these data as well as for
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examination of historical ¢il spill and aceident statistics. 0il resource
estimates are provided by the Resource Evaluation Program subactivity.

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

The development of mitigating measures appropriate to the pertinent environmental
concerns is another critical phase of the prelease NEPA process. Lease stipu-
lations and Information to Lessees clauses, which are implemented through work
in the Regulatory Prodgram subactivity, are developed in conjunction with the
environmental analyses. These mitigating measures, in conjunction with the
existing regulatory fEramework, have proven to be an effective and economical
means of minimizing many potential environmental effects while maximizing the
effort to lease and develop offshore oil and gas resources. Additionally, much
of the analytical environmental work carried out at this stage provides back-
ground information that directly supports Environmental Analyses related to
review and permitting of postlease activities.

Pursuant to Section 7 of the Endangered Species Act of 1974, Minerals Management
Service formally consults with the National Marine Figheries Service (NMFS) and/
or the U.S. Fish and Wildlife Service (FWS), as appropriate, if the proposed
activity has the potential tc affect an endangered species. The Minerals Manage-
ment Service provides NMFS/FWS with detailed background information on each lease
sale and formally requests their "Biological Opinion'" on whether OCS mineral
leasing, exploration, and development in an area will jeopardize the continued
existence of one or more endangered species. The formal consultation process is
associated with the preparation of the EIS, and the information provided is fac-
tored into the EIS analysis and the lease-sale decision process. Additional
consultation is undertaken as necessary at the development stage.

A Draft Environmental Impact Statement (DEIS) is filed with the Enviroomental
Protection Agency (EPA) and released for public review about 8 months after the
Area Identification. The publie, State and local governments, other Federal
agencies, and the oil and gas industry review and comment on the document.
Public Hearings are usually held 30 to 45 days after the draft is released to
allow additional opportunity Ffor interested individuals and groups to comment
and provide information prior to the preparation of the final EIS.

Minerals Management Service analyzes and responds to all of the comments provided
during the public review, revises the draft EIS as appropriate, and releases a
Final EIS about 5 months after the Public Hearings. 1In FY 1985, approximately
six draft EIS's will be published while six will be in preparation; six final
EIS's will be published and three will be in preparation. In FY 1986, approxi-
mately eight draft and six final EIS's will be published; approximately six
draft EIS's and three final EIS's will be in preparation. Additionally, in

FY 1985 and FY 1986, numerous technical papers are planned for publication.
These papers support the lease sale EIS'a, and can be incorporated by referenca
into the EIS, thus avoiding lengthy technical and descriptive material, while
maintaining the usefulness of the EIS as a decisionmaking document,

Included under prelease environmental activities are reviews and analyses

per formed for geological and geophysical activities permitted under the Resource
Evaluation Program subactivity. These activities require Categorical Exclusion
Reviews (CER's) or Environmental Assessments.
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Postlease Envirommental Activities. After the issuance of a lease, lessees
are notified of any special requirements (outside of the normal requirements
set forth in OCS regulations) on a lease needed to mitigate potential impacta
identified during the prelease NEPA process. Such special requirements
include those measures needed to fulfill the stipulations developed through
the prelease NEPA process and are applicable only to specific tracts.

Lessees develop plans detailing their proposed actions for exploration and, if
sufficient resources are discovered, eventually plans for development and
production including pipeline activities. In close coordination with work
carried out under the Regulatory Program subactivity, each plan and accompanying
environmental report are reviewed to determine whether they meet the Tequirements
under the OCS Lande Act and relevant associated environmental laws and special
leage stipulations, and will acceptably mitigate adverse impacts to the environ-
ment. Included is a detailed review of the impacts from the proposed activities
and of the mitigation measures needed for oil spill prevention and cleanup,

air quality, water quality, biologically sensitive areas and species (including
endangered species, marine mammals, and fishing concerns), archeological and
cultural resources, onshore support and storage facilities, and limiting meteor-
ological, oceanographic, and geological conditions. During the review, other
Federal agencies and affected States are consulted, including agencies Ffor
endangered species consultations, and each plan must contain a certification

of consistency with applicable State plans approved under the CZMA.

Upon completion of the review, an environmental analysis is prepared in the
form of a categorical exclusion review or an envirommental assessment, aa
required by NEPA, for each plan. The analysis is used as a decisionmaking tool
to determine whether the environmental impacts are acceptably mitigated and to
determine if an EIS must be prepared. An EIS, with a possible attendant publie
hearings, is required if potential impacts can significantly affect the human
environment. If the plan and mitigation measures are acceptable, the plan is
approved.

In addition, Section 25 of the OCSLAA states that an EIS will be prepared for
the approval of at least one o0il and gas development and production plan in any
area other than the producing areas of the Central and Western Gulf of Mexico
and the Santa Barbara channel offshore California. In FY 1986, one developmen-—
tal EIS is tentatively planned to be completed and one is planned to be started
for Alaska. One EIS is likely to be prepared for California to be funded by
non-Federal aources, although specifications for and review of this document
will be undertaken by MMS personnel.

During conduct of lessee operations, activities are monitored to ensure com-
pliance with any required mitigation measures and that the measures in place
are sufficient to mitigate the adverse impacts. By carefully evaluating

the mitigation measures, technical and operational requirements are kept up-to-
date and are incorporated ir regulations, orders, and conditions for granting
permits.

Outputs and Estimated Unit Costs. The following table provides: (1) A summary
of the number of major activities in the Leasing and Environmental Program
planned to be accomplished in FY 1986; (2) a comparison for FY 1984 and FY 1985;
and (3) estimates of the average FY 1986 unit costs directly associated with
accomplishing these planned activities.
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Sale Activity - Leasing and Environmental Program

Actual Estimated Planned Est. Avg.

Major Activities FY 1984 FY 1985 FY 1986 Unit Cost (S)
Call for Ianformation and Nominations 5 5 7 5 26,000
Area Identification Decision Memo 5 6 6 54,000
Secretarial Issue Document - 5 6 6 43,800
Review of 5-Year Program ' 1 1 1 550,000
Decision Memo - Proposed Notice 7 6 6 16,810
Section 19 State Consultations 28 20 14 13,300
Proposed Notice of Sale 7 6 6 40,200
Decision Memo-Final Notice 8 5 5 3,300
Final Notice of Sale 8 5 5 34,400
Lease Sale 6 4 7 241,200
Categorical Exclusion Reviews for

Regulatory Actions 1,351 1,810 2,035 214
EA - Regulatory Actions 34 48 60 4,330
Categorial Exclusion Reviews -

Res. Eval. Actions 495 610 746 266
EA for Res. Eval. Actions 34 48 26 6,242
EIS for Reg. Actions 1 2 3 150,000
Endangered Species Consult. 12 12 12 7,200
Public Hearing 7 4 8 11,000
Environmental Reports Reviewed 1,609 2,066 2,304 380
Technical Papers 9 23 19 8,332
0il 8pill Trajectory Analysis Runs 6 6 7 32,014
0il Spill Trajectory Analysis Reports 2 2 2 18,450
Draft Lease-5ale EIS 6 6 8 331,000
Final Lease-Sale EIS 6 5 6 94,000
Environmental Assessment 1 2 4 4,330
Regional/National Study Plans 6 5 6 59,800
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Decrease from FY 1986 Base

(Dollars amounts in thousands)

FY 1986 FY 1986

Base Estimate Difference
(35) 16,356 16,072 =284
(FTE) (349} (349) {~-)

This decrease results from a proposal to continue into FY 1986 similar cost
savings ideuntified in FY 1985 as required under the Deficit Reduction Act of
1984, Travel will be planned so that several efforts or activities will be
consolidated into each trip, whers possible. Travel to professional meetings
will be limited to only those persons who will be participating in that meeting
(i.e., giving a talk, sitting on a panel, etc.). Travel for training will also
be limited.

The reduction in printing costs will be effected through the use of less expan-
give paper and less elaborate covers for printed products such as Environmental
Impact Statements. Gratuitous copies will also be limited.

These savings will be used to partly oEfset additional FY 1986 funding raquire-

ments Efor the OCS Regulatory Program.

Distribution of Change by Object Class

The object class detail for the proposed reduction is as follows:

Amount (3000}

Travel and Transportation of PerSonSicessscersesos 5 =104
Printing and ReproductioN.essesssessnsnennccsansas -180
WRPEN 0 0 0000000000000 O0D0D000000A000000600000Aa $ —-284
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Eavironmental Studies

Objectives
Conduct a studies program:

o That provides information necessary for prediction, assessment, and
management of potential effects of o0il and gas activities on the 0CS
and ad jacent coastal areas.

o Designed to support the S5-year 0CS 0il and Gas Leasing Schedule by
providing data to support regional and national information needs.

o Providing data to help monitor postlease OCS oil and gas operations.

Base Program

The resources of the Environmental Studies Program were originally devoted to
support pralease decisions involving the prediction and assessment of
environmental impacts of OCS oil and gas operations. This strategy was based
on the need for this information in the numerous frontier regiona existing
during FY 1973-1977 and on the limited areas ia which to conduct well-defined
monitoring studies.

Since its inception in 1973, the program has supported prelease studies in

all areas on the OCS leasing schedules. The program has produced a significant
amount of relevant information on environmental and socioeconomic characteristics
of currently proposed leasing areas. This existipng information is used in the
analyses of risks and benefits of OGS leasing as required by Section 18 of

the OCSLAA and in the production of sale-specific and programmatic Eanviron-
mental Impact Statements (EIS's), Secretarial Issue Documents (SID's), and

other decision documents. In 1980, the Environmental Studies Program

began to invest a substantial proportion of its funds in issues related to
postlease management decisions. This action could be taken because the number
of frontier areas had decreased, most lease areas had several years of completed
study, and opportunities for scientifically credible monitoring experiments
became available.

Monitoring for biological and chemical effects of exploration and development
activirties was initiated on Georges Bank and in Southern California, respective-
ly. Programs to observe the effects of OCS operations on endangered species
(Bowhead and Gray Whales, sea otters, and ringed seals} have also been initiated.
The information from these studies is used in postlease determinations on the
effectiveness of stipulations to protect the environment under such requirements
as the Endangered Species Act (ESA), Marine Mammals Protection Act (MMPA), and
the National Pollutant Discharge Elimination System (NPDES). The information
gained from these studies is also used in development of the overall leasing
program under Section 18 of the 0OC5 Lands Act Amendments of 1978 and in lease-
sale EIS's, SID’'s, etc.

The Environmental Studies Program is designed to support both regional aand

national information needs. Regional information needs are assessed annually
through the development of Study Plans. These plans are developed in close
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consultation with the Regional Technical Working Groups. During FY 1986,
regional offices will develop a draft and then a final Regional Study Plan for
studies to be completed in FY 1988. Development of these plans requires

several months from initiation to final approval, including extensive review,
During the annual formulation of the National Study Plan, regional needs are
combined with national needs and ranked in order of their importance to decision-
makers. Studies are ranked using a set of criteria developed for the program
with the asaistance of the Office of Management and Budget. The Minerals
Management Service is assisted in defining nationally important information

needs by the 0CS Advisory Board through its Technical and Scientific Committees.

The ranking system includes the following criteria:
1. Iwmportance of the information to the decisionmaker.
2. Date of the leasing or management decision for which the study is deaigned.
3. Generic applicability of study results,
4. Availability of information in the subject of the study.

5. Applicability of the study to issauea of regional or programmatic
cONcern.

Sufficient areawide reconnaissance studies have been carried out over the last
11 years in most OCS areas to support prelease environmental assessment and
leasing decisions. Only some of the more remote planning units in Alaska,

such as the Navarin Basin, Hope Basin, and Chukchi Sea, will require Eurther
reconnaissance, Additional biological reconnaissance may be carried out in

the Kodiak and Shumagin sale areas. A number of atudies in the Alaska 0CS

are carried out for MMS by the Natieonal Oceanic and Atmospheric Administration's
(NOAA) OCS Environmental Assessment Program (OQCSEAP). Funding for this activity
in FY 1986 is estimated to be approximately 57.0 million.

Deep-water reconnaissance begun in FY 1983-1984 in the Atlantic and Gulf of
Mexico planning areas will be nearly complete in FY 1985. Study topics and
asgociated funding proposed for FY 1986 are displayed in Table 2.

Decrease from FY 1986 Base

(Dollars amounts in thousands)

FY 1986 FY 1986

Base Eatimate Difference
(%) 26,999 26,086 -013
(FTE) (==) (-=) (-=)
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This decrease results from a proposal to continue into FY 1986 similar cost
savings identified in FY 1985 as required under the Deficit Reduction Act of
1984. This decrease will reduce study effort in the Atlantic 0CS Region due
to a planned decrease in leasing activities. The specific effects are:

- delete a study of distxibution of right whales in the
South Atlantie,

- reduce scope of study and extend terms of deep water
studies in the Atlantic.

These savings will be used to partly offset additional FY 1986 funding require-
ments for the Regulatory Program.

Distribution of Change by Object GClass

The object class detail for the proposed reduction is as followa:

Amount ($000)

Other Contractudl SEIVICES..veeresoesosesssocsa - $913
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Table 2

FY 1986 Environmental Studies Program

Study Categories
Remarks
&
0CS Region/ 1y Estimated |3|8 m
Lease Sale No. Investment || &] 9
(s) SE Rk
0| o g | =l
o7l (5] "| | &
Sa] 19 Ee| 2l e
wig) [ ) Oy
d|glal |ula|o|e
SEle) ral A=l
|| af-) ol e
HaE EEE R
= | = |2 | 2] £ 8L 2|8
Notrth Atlantic: $2,700,000| |X| |XiX X| |Emphasis on reconnaissance of biological coumunities and physical
42, 96 oceanographic processes on the lower ceontinental slope and con-
Mid Atlantic: 111 tinental rise in all planning aress.
South Atlantic:
50,108
Eastern Gulf of $3,370,000 | X|X| |X| |X|X Continued emphasis ou describing physical oceanographic features
Mexico: 79, 94 in deep—water areas of the Gulf; continued refinement of oil
Central Gulf of spill trajectory modeling; completion of rveconnaissance of
Mexico: 81,98 biological communities aleong the lower continentel slope, and
104,110 evaluation of the effect of OCS operations on coastal wetlanda.
Western Gulf of
Mexico: 84, 102,
105
Central/Northern |35,620,000(%X|X] |X|X| |X|X] [Continued emphasis on [ield effecta monitoring to evaluate long-
California: 15, tetm chronic discharge impacts of OCS operations; evaluation of
48, 68, 91 the vulnerabilicy of the sea otter to OCS development; continued
Southern Calif: study to define the physical oceancgraphy of northern and central
80, 95 California.
Gulf of Alaska X Emphasis on updating information base developed ot previpus
Gulf of Alaska/ offerings in this area; initiation of preliwminary reconnaissance
Cook Inlet: 88 of commercially important organisma. .
Kodiak: 99
Shumagin: 86
Bering Sea X[X%p [X]|X)X Continued development of reconnaissance information on endangered
Navarin Basin: species, biological communities, and physical oceanographic
83, 107 features; monitoring of effects of OCS operations on whales and
St. Geprge Basin: native communities; evaluation of hazards to operations posed by
89, 101 $12,160,000 sea ice.
North Aleutian
Basin: 92
Norton Basin: 57,
100
Arctic Ocean X|X|X| [X[XX Continued monitoring of effects of OCS operations on Bowhead
Diapir Field: 71, vhales and other marine mammals; monitoring of OCS development
87, 97 effects on native populations; evaluation of hazards to
Barrvow Arch: 35, operations posed by sea icej continued analysis of pollutant
109 transport by oceanographic features and sea ice.
Programmatic $2,236,000 X|{X| [X|Continued emphasis on program quality assurance and integrvitry;
Studies development of consistent data for analysee of environmental and
socio-economic impacts of a potential new 5~year schedule;
management of information cransfer; design and cosrdination of a
long—term effects program.

mid=-1986 ro 1991.

I/Studies included generally will also be applicable to sales in the next 5-year program extending from
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Juatification of Program and Performance

Activity: Quter Continental Shelf Lands
Subactivity: Resource Evaluation Program

{(Dollar amounts in thousands)

FY 1985 Inc. (+) Inc. (+)

Program Enacted FY 1986 FY 1986 Dec. (=) Dec. (-)
Elements To Date Base Eatimate from 1985 from Base
Geologic and

Geophysical Data

Acquiaition,

Evaluations and $ 20,435 20,014 15,132 -5,303 -4,882

Analyses (FTE) (257) (248) (248) (-9) (--)
Resource

Economic and

Engineering

Evaluations $ 5,704 5,650 5,625 =79 ~25

and Analyses (FTE) (85) (84) (84) (-1 (-=)
Total $ 26,139 25,664 20,757 -5,382 -4,907

Requirements (FTE) (342) (332) (332) (-10) (=)

43 U.S5.C. 1331-1343, The Quter Continental Shelf Landa Act of 1953, as

P.L. 83-212 amended, extended the jurisdiction of the United
States to the Outer Continental Shelf and provided
for granting of leases to develop ofEahore energy
and minerals.

43 U.8.C. 4321, 4331- The National Environmental Policy Act of 1969

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

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

Resgurce Evaluation

Objectives

o Provide sound analytical and technical aupport to the offahore leasing process,
including postlease regulatory activities, so that all activities cam be
carried cut effectively and efficiently.

o Provide scientific data and information on the offshore to assure an
adequate data base is available to the Secretary in support of leasing

decisions.

o Provide resource estimates, exploration and development scenarios, and
economic parameters and statistical data on lease sale areas.
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o Provide resource economic evaluations and bid adequacy determinations Ffor
tracts bid upon in lease sales to assure that the Government receives
fair market value for leased lands.

o Provide policies and mechanisms for leasing, deve lopment, and production
of domestic sources of offshore strategic and critical mineral Tesources,
including thoee in the Exclusive Economic Zone (EEZ).

Base Program

The Resource Evaluation Program subactivity consists of two program elements:
(1) Geologic and Geophysical Data Acquisition, Evaluations, and Analyses; and
(2) Resource Economic and Engineering Evaluations and Analyses. These two
elements are closely interrelated and directly support both the Offshore Leasing
and the Regulatory Program subactivities.

The Geologic and Geophysical Data Acquisition, Evaluations, and Analyses Program
element provides information throughout the leasing process, focusing on the
use of geologic and geophysical data for the purpose of identifying and
evaluating areas and tracts with potential for oil, gas, and strategic and
critical mineral resources. In the early stages of the leaaing process, the
program focuses on providing data, information, and analyses required for
decisions that are made relative to entire planning areas being considered for
leage. As the leaaing procesa progresses, the focus shifts from planning

areas to the specific area being offered for lease and the potential proepects
within that area. Upon completion of the geologic and geophysical evaluationa
used as inputs for determination of bid acceptance/rejection, which occurs at
the end of the sale process, the emphasis shifts again to the planning area

for future sales. Prospect-specific maps and analyses are updated from new
information, when appropriate, for future lease sales. The arecawide analyses
and mapping also identify promising areas that are used in reviewing and
developing leasing schedules for oil, gas, and atrategic and critical minerals.

The Resource Economic and Engineering Evaluations and Analyses Program element
provides a related set of technical and analytical inputs throughout the leasing
process, This Program utilizes input from the Geologic and Geophysical Data
Acquisition, Evaluations, and Analyses Program and, with the use of economic
and engioeering data and analyses, develops resource estimates and economic
resource evaluations and analyses. The initial focus is on assessing the
potential resources of entire planning areas, then on areas considered For
leasing, and finally on tracts receiving bids in a sale. Within this element,
economic and engineering analyses of minimum economic field size, minimum bid
level, and lease terms, among others, are carried out. These analyses are
directly related to specific lease sales, and also provide necessary input for
overall program decisions.

A schedule of the major outputs of both subactivities related to the S-year 0OCS
0il and Gas Leasing Schedule is given in Table 3. Some of the outputs of the
Resource Evaluation Program subgctivity must be produced as much as 2 1/2 years
prior to a planned offering. For FY 1986, this means that outputs are planned
to be prepared for potential sales occurring beyond the timeframe of the S5-year
leasing schedule. Accordingly, for purposes of budget development, a hypotheti-
cal sale schedule was developed based on the same asaumptions contained in
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the current schedule. Outputs and products related to this planning schedule
are shown in Table 4,

To fulfill requirements of Section 8(g) of the 0OCS Lands Act Amendments, the
Governors of States adjacent to areas propoaed for leasing are provided, in
writing, the following information at the time of the Call for Information
and Nominationa.

o An identification and schedule for the areas and regions proposed to
be offered for lease;

o Information concerning the geophysical, geological, and ecological
data characteristics of the area or region;

o An estimate of the oil and gas resources in the areas proposed for
lease; and

o An identification of any field, geological structure, or trap located
within 3 miles of the affected States' seaward boundary.

The Resource Evaluation Program is reapoasible for providing all of this infor-
mation, except for the identification and schedule of the areas proposed for
lease, estimates of oil and gas reserves and ecological data characteristics.
Additionally, at the time of Area Identification, the Resource Evaluation
Program staff is responsible for making a determination of whether or not a
common structure exists on each tract in the "Buffer Zone'" and provides this
information to the Governor(s) of affected State(s).
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Geologic and Geophysical Data Acquisition, Evaluations, and Analyses

The Geologic and Geophysical Data Acquisition, Evaluations, and Analyses Program
element provides technical data, information, and analyses on the geology and
mineral resource potential, particularly oil and gas, on the 0CS. Major

outputs of this Program are: (1) Acquisition of geologic and geophysical

(G&G) data; (2) production of areawide G&G maps and analyses; and (3) production
of tract- and prospect-specific maps and analyses for resource economic
evaluations. These outputs are essential to completing major milestones in

the leasing and evaluation process leading to the acceptance/rejection of

high bids received at the lease sale. The major outputs and related products
are deacribed below.

1. Acquisition of Geologic and Geophysical Data

The objective is to acquire and analyze G&G data in order to first
identify broad areas and then apecific tracts with geologic potential
For oil, gas, and strategic and critical minerals. These data are the
basis for mapping and evaluating the formation and distribution of
potential offshore resources, The data also provide inputs for determi-
nation of bid adequacy.

Industry collects G&G data under permits issued through the Resource Evalua-
tion Program. A condition of the exploration permits issued to industry
allows the Minerals Management Service (MMS) to selectively acquire G&G
data to directly support the analyses required throughout the leasing
procesa. These data include logs and other data from wells drilled on
leases and from deep setratigraphic tests and significant amounts of

Common Depth Point (CDP) aeismic data. Since 1968, over 900,000 line

miles of CDP data have been acquired in OCS areas. Thesge data are analyzed
and interpreted in order to map a proposed lease sale and determine

areas having potential for the occurrence of energy and mineral reaources,
to specifically locate and map geologic structures capable of trapping
hydrocarbons, and to establish values For the geologic parameters necesaary
for resource economic evaluation in support of determinations of the
adequacy of bids received at a lease sale.

The CDP seismic data provide the primary data base required for much of
the effort in the area identification and evaluation process. Seismic
data in a planning area are used not only for products related to a
apecific sale, but are supplemented, as required, with new data for
later sales in the same planning area. As is indicated in Tables 3 and
4, products requiring G&G data will be completed or in progresa for more
than 29 planned OCS o0il and gas lease sales. Substantial amounts of CDP
data (estimated at 78,300 line miles) are planned to be acquired in

FY 1986 in order to augment and update previously acquired data.
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Products:

ae

G&G Permits Processed and Approved

Data gathered by industry on the OCS requires the issuance of G&G
permits. Processing and approval of expleration permits includes:
Review of applications for permits and agreements for OCS geologic

or geophysical scientific research or exploration for mineral resources;
the issuance of permits and agreements, including terms, conditioms,

and stipulations; the monitoring of permit activity; and all corres-
pondence with prospective permittees.

G&G Data Acquisition Actions

After data has been collected by permittees, MMS selectively acquires
that data which is needed to augment the existing data base. The steps
in acquiring data Erom permittees include: Preparation and approval of

a proposed data acquisition list; onsite inspection of data; selection

of data; preparation and submittal of requisition Forms to reimburse
permittees for data reproduction and certain reprocessing costs; prepara-
tion of justifications for selection of data and lists of deliverable
items; and contact and correspondence with permittees, administrative
personnel, and headquarters personnel.

Expenditures for G&G permit data are prioritized and approved at the
beginning of each fiscal year, continuously monitored throughout the
year, and reassessed as data needs or the leasing schedule requires,

& comparison of the major products of Geologic and Geophysical Data Acquisition
For the period FY 1984-1986 and associated FY 1986 estimated costs is given

below.

Inc. (+)
FY 1984 FY 1985 FY 1986 ot

Major Products Actual Estimate Estimate Dec. (=)
G&G permits processed 538 580 600 +20
and approved
G&G data acquisition 95 135 140 +5
actions
Line miles of CDP data 97,760 55,516 78,300 +22,784

acquired

Estimated FY 1986 Costs:

To process and approve 600 G&G permits and accomplish 140 G&G data
acquisition actions totals $950,000.

Reproduction and processing or reprocessing of selected or required
G&G data: §2,000,000.
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Production of Regional G&G Maps and Analyses

The objective of this activity is the development of maps identifying areas
favorable for the accumulation of hydrocarbons and the analysis of the
geologic history and processes involved in the formation and distribution

of offshore resources. These maps and data are the basis for the Geology
Report used in the early stages of the leasing process and later as input to
the resource economic evaluation process.

The primary objective for the production of regional G&G maps and analyses
is to provide preliminary reconniassance of the planning area in preparation
for lease sales. This is done by analyzing technical and scientific data
and information in order to develop a basic knowledge of the geologic
history and its effects on hydrocarbon or strategic and critical mineral
generation, distribution, and accumulation within the planning area.

This knowledge provides the basis for the Geology Report and associated
maps, which are the initial technical analyses in the early stages of the
leasing process that describe the geology, geologic risk, and the resource
potential, including resource estimates of the planning area.

The Geology Report consists of a geologic analysis section, 2 petroleum
geology section, and an environmental geology section that includes a
general description of potential geohazards.

Release of the Geology Report generally precedes the Call for Information
and Nominations by approximately B months.

The data, ioformation, and analyses, and data in the Geology Report are
updated and used in the leasing process as input to the NEPA documents

as well as to other MMS and department decision and option documents.

The maps and information also provide support to analyses carried out in
the Area Identification and prospect evaluation process. Once an initial
Geology Report is prepared for a planning area, it is updated with

new or additional data, as appropriate, to prepare geology reports for
succeeding sales in the same planning area.

Products:

a. Geology Report: This report consists of the following specific sections:

(1} The geologic analysis section describes the general geology and
geologic history of the planning area. This provides the basic
understanding of the geology and the resource occurrence and
potential of the area.

(2} The petroleum geology section analyzes and provides data and
information on the resource potential, probability of hydrocarbon
occurrence and items such as source and reservoir rock, traps, and
maturation. This information is alse used to prepare the Explora-
tion and Development (E&D) Report under the Resource Economic and
Engineering Evaluations and Analyses element.
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(3) The environmental geology section provides general informa-
tion over the planning area about potential shallow geologic
features, such as shallow faults, accumulations of shallow gas,
and slumps which could be hazardous to exploration and development
operationa. This section also provides information on the occur-
rence of ice and ice hazards, if any, and seismie and volcanic
activity.

Sections of the Geology Report dealing with resource estimates are updated in
the Resource Economic and Engineering Evaluations and Analyses Program element
to support later steps in the leasing process. Resource estimates are periodi-
cally updated for usge in preparing NEPA documents, including input to oilapill
trajectory modeling; use in the development of alternative leasing options
carried out by the Leaaing and Environmental Program subactivity; and use in
the preparation of reports developed during the evaluation process. During

FY 1986, general regional geohazarde information will be updated to support
the preparation of NEPA documents and, combined with the site-specific geo-
hazards data submitted by industry, to support review of Exploration and
Development Plans and Applications for Permit to Drill (APD's).

As shown in Table 4, eight (B8) Geology Reports are planned to be completed in
FY 1986.

b. Determinations of Area of Hydrocarbon Potential

Maps and asaociated documents are required prior to the issuance

of the Call for Information and Nominations to identify those portions
of the planning area having various ranges of hydrocarbon potential,
This information represents a significant refinement to that contained
in the Geology Report, which describes general geologic aspects of

the entire planning area.

To initiate action on a lease offering, it is necessary to determine
which specific areas, within a planning area, have potential for oil
and pgas accumulation. This effort goes beyond the analysis of G&G
data. The MMS prepares a report that presents various offering size
and configuration options and one recommendation. The identificatien
of the area of hydrocarbon potential provides a basis for industry and
public reaction during the Call for Information and Nominations and
must be completed several months prior to its issuance.

¢. Recommendations for Area Identification

A significant step in the leasing decision process is the identi-
fication of that portion of the planning area that is proposed to be
offered for lease. Identification is based, in part, on industry's
interest and MMS' determination of the area's hydrocarbon potential,
based on data and knowledge of the geology and resource potential of
the planning area.

Area Identification occurs approximately 3 montha after the Call for

Information and Nominations is issued. 1In response to the Call,
industry, the public, and other interested parties submit information
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to the MMS on what areas within the planning area should or should
not be included in the proposed sale.

The information and knowledge of the hydrocarbon potential in the
planning area developed in this program is combined with information

on industry interest and priorities and then weighed against environ-
mental, economic, and defense concerns to identify the specific area to
be included in the proposed sale. This area is the focus of the
analysis in the NEPA documents,

A comparison of the major products of regional G&G maps and analyses for the
period FY 1984-1986 and associated FY 1986 estimated costs is given below.

FY 1984 FY 1985 FY 1986
Major Products: Actual Estimate Estimate
Geology Reports 9 9 8
Determination of Area of 6 7 7
Hydrocarbon Potential
Area Identification 6 7 7

Recommendations
Estimated FY 1986 costs directly associated with preparing 8 Geology
Reports, making 7 Determinations of Area of Hydrocarbon Potential, and

making 7 Area Identification Recommendations totals $2,920,000.

Production of Tract— and Prospect-Specific Maps and Analyses

This product consists of detailed G&G mapping and analysis of tracts,
either individually or by prospects, in order to estimate their resource
potential. Maps, data, and analyses form the basis for determining
parameters that serve as inputs to the post-sale evaluation process

for assessing bid adequacy.

A comparison of the major products of the Tract- and Prospect-Specific
Maps and Analyses for the period FY 1984-1986 and associated FY 1986
estimated costs is presented below.

FY 1984 FY 1985 FY 1986
Major Products For: Actual Estimate Estimate
Completed Sales 7 5 7
Sales in Progress 19 19 20

Estimated FY 1986 costs directly associated with the production of
tract— and prospect-specific maps and analyses for 7 sales completed
and 20 sales in progress totals $4,850,000.
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For FY 1986, the following seven oil and gas lease sales will be completed:
111 (Mid-Atlantic); 92 (North Aleutian Basin); 94 (E. Gulf of Mexico);

100 (Norton Basin); 107 (Navarin Basin); 104 {Central Gulf of Mexico); and
L05 {(W. Gulf of Mexico). Products for 19 sales proposed beyond FY 1986 will
also be prepared. Generally, work devoted to mapping and analysis of tracts
commences 2 years prior to a proposed lease sale, with the exception of sales
in the Gulf of Mexico, where mapping and analysis begins 1 year prior to the
sale.

In an effort to broaden the base of data and information on the offshore, the
MMS entered into a cooperative agreement with the Texas Bureau of Economic
Geology (BEG), University of Texas at Austin, in September 1983. The BEG acts
as a central contact between the MMS and the geological surveys of coastal
States and monitors multidiscipline, scientific activities conducted by the
surveys for the MMS. The two general areas that the cooperative effort
addresses are: (1) Strategic/ecritical minerals, and (2) geologic studies
relating to hydrocarbon resources. The main focus is on OCS oil and gas
resourceg.

In FY 1984-1985, funding for the MMS/University of Texas agreement totaled
approximately $605,000 per year with approximately 21 coastal States participat-

ing in the program.

Strategic and Critical Minerals/EEZ

Although the main focus of the Resource Evaluation Program will be on 0CS eil
and gas resources, a small effort will also be directed to studies of strategic
and critical mineral resources, such as Arctic sand and gravel and Pacific Ocean
cobalt crusts to determine whether future lease sales of these resources are
appropriate. The process to be followed for these sales will parallel that of
0il and gas.

In FY 1984, the Minerals Management Service established ecooperative arrange-
ments with the States of Oregon, California, and Hawaii for the joint analysis
of resource potential and environmental consequences of potential OCS solid
mineral leasing and the development of the NEPA requirements for offshore
mineral development. Joint Federal/State Working Groups have been established
to consider the economic and engineering aspects of strategic and eritical
minerals leasing offshore Oregon, California, and Hawaii. Offshore areas
within the jurisdiction of the United States are identified and investigated
for the development potential of minerals other than oil, gas, and sulfur.
Various mineral commodities (e.g., cobalt-rich manganese crusts, polymetalliec
sulfides, placers, construction materials, and phosphate) are being examined
to determine their commercial viability. Additionally, MMS provides technical
support to the State Department for minerals imeluding oil, gas, and strategic/
critical resources for areas beyond national jurisdiction including the Arctiec
and Antarctic.
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Decrease from FY 1986 Base

{(Dollar amounts in thousands)

FY 1986 FY 1986
Base Estimate Difference
§ 20,014 15,132 -4,882
(FTE) (248) {248) (--

In FY 1986 the Minerals Management Service (MMS) proposes to decrease most of
the funding for reimbursement to permittees of costs related to processing
geologic and geophysical (G&G) data. MMS will continue to pay for the
reasonable cost of reproducing such data and the acquisition and processing
or reprocessing costs of certain additional data required to meet Government
needs. Total funding in FY 1986 for reimbursement to permittees for repro-
duction of seismic data and other G&G data will be $2 million.

Historically, reimbursements were budgeted in the Resource Evaluation Program
subactivity for selectively acquired G&G data. These funds were provided
pursuant to the specific requirements of Section 26 of the OCS Lands Act
Amendments of 1978 as reimbursements to permittees for reproduction and
processing or reprocessing costs. In FY 1986 MMS proposes to include
provisions in the Minerals and Royalty Management appropriation language to
eliminate this payment.

Beginning in FY 1986 and thereafter, the Government proposes to require that
G&C data acquired (including permits issued prior to FY 1986) under permit be
furnished to the Government as a condition of the permit with the Government
paying only for: The reasonable cost of reproducing such data; the acquisition
of G&G data not available under permit to support litigation, Section 8(g) and
boundary disputes; and special processing or reprocessing costs when required
to meet Government needs. This would treat permittees the same as leasees

with regards to reimbursement for acquired data.

The proposed decrease in Ffunding is contingent upon the FY 1986 Appropriations
Act for the Department of Interior and Related Agencies superseding the
statutory requirements for reimbursing permittees for the processing of G&C
data under Section 26 of the OCS Lands Act Amendments of 197B.

Other decreases in this program amount to $83,000 which result from continuing
into FY 1986 those actions taken in FY 1985 by the Minerals Management Service
as required by the Deficit Reduction Act of 1984. These funds will be used to
offset an increase in FY 1986 in the Offshore Regulatory program.

Distribution of Change by Object Class

The object class detail for the proposed change is as follows:
Amount ($000)

Travel and Transportation of Persons ..uveviveercannass $ -83
Other Contractual ServicesS ec.vieessssnevrsescsconnacnoss -4,799

WEIEEN, oooocooooooooonoooa $ -4,882
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Resource Economic and Engineering Evaluations and Analyses

The objectives of the Resource Economic and Engineering Evaluations and
Analyses Program element are to: (1) Develop estimates of technologically

and economically recoverable energy and strategic and eritical OCS mineral
resources for planning and for potential lease sale areas to be used throughout
the leasing decision process; (2) analyze, develop, and design economic and
engineering parameters on both a lease sale and a tract-specific basis to be
used in assessing environmental impact and in determining bid adequacy; and
(3) develop economic and engineering methodologies and studies for the leasing
process. Fundamental to accomplishing these objectives is the design,
maintenance, and update of advanced computer models, ADP systems, and data
bases for economic and engineering arnalyses that are a basic part of the
overall 0CS program and policy decisionmaking.

This program combines much of the data and analyses derived under the Geologic
and Geophysical Data Acquisition, Evaluations, and Analyses Program element
with resource economic and engineering data and analyses to produce outputs

and products that are essential to completing wmajor steps in the leasing
process. These steps proceed from the Geology Report through the acceptance/
rejection of high bids. The analyses also provide input to the annual review
of the 5-year schedule, as required by the OCSLAA, and any subsequent revisions
to the schedule. Additionally, this program provides reliable and comprehensive
information on the availability of offshore oil and gas resources that are
essential to the national security of the United States and that could be

made available to meet future energy supply emergencies. The major outputs

and producks are described below:

1. Development of Resource Estimates for Planning Areas: Economic and engi-
neering analyses, supplemented by geologic and geophysical analyses, are
carried out to develop estimates of technologically and economically
recoverable resources for planning areas, lease sales and alternatives,
Secretarial Issue Documents (SID's) and the 0il and Gas Information
Program. These activities include the economic and engineering analyses
needed for resource assessment. Produects can be divided into those
related to planning areas and those related to lease sale areas. Those
initially developed for planning areas are updated, as appropriate,
with new or additional data for succeeding sales in the same planning
area.

Planning area resource estimates are developed for:

a. Biennial reports to Congress containing estimates of undiscovered
recoverable oil and gas resources on the 0CS as required by
Section 606 of the OCS Lands Act Amendments of 1978 (OCSLAA).

b. Use in the annual review of the 5-year OCS oil and gas leasing

schedule and any subsequent development of a new 5-year leasing
schedule.
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Lease sale area resource estimates are developed for use in:

a. Exploration and Development (E&D) Reports, NEPA documents,
and other decision documents.

b. Summary reports and updates produced by the 0il and Gas
Information Program.

A comparison of the annual number of Planning Area Resource Estimates developed
during the period FY 1984-1986 for use in reports, reviews, etc., and associated
FY 1986 estimated coets is given below.

FY 1984 FY 1985 FY 1986
Resource Estimates for: Actual Estimate Estimate
Section 606 Reports 1 = 1
Review of 5-Year Leasing 1 1 1
Schedule
NEPA and Decision 14 14 13
Documents

Estimated FY 1986 costs directly associated with development of 15 planning area
Resource Estimates totals $955,000.

2. Economic and Engineering Evaluations for Lease Sales: Economic and engi-
neering parameters, on a lease-sale and tract-specific basis, are analyzed,
developed, and designed for the purpose of determining bid adequacy and
assessing impacts on the objectives of the OCS Lands Act. These para-
meters include oil and gas prices; inflation and discount rates; exploration,
development, production, and transportation costs; supply and demand, and
number of platforms, wells, and subsea completions.

Products:

a. Exploration and Development (E&D) Reports. These reports
contain infrastructure and exploration, development, and produc-
tion scenarios that serve as the basis of the analyses related to
the NEPA process. These reports are updated during the leasing

process and are used for the design of the specific bidding system
to be used in the sale.

b, Cost Estimates and Price Assumptions. These are prepared for
each lease sale and include: 0il and gas prices; transportation
costs (pipeline, tanker, etc.); real price increases; inflation
and discount rates; Windfall Profits Tax rates; and explorationm,
development, and production costs.

c. Bidding System Design. This product consists of the analyses to
support designation of bidding systems, lease terms, rental
policies, and minimum bid requirements for a particular lease
sale. Alternative bidding systems provided for in the OCSLAA are
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considered. Unique lease-sale costs and market conditions require
examination of the various revenue components which comprise a
bidding system. An analysis is made of the impacts of alternative
royalty rates, minimum bid requirements, rental policy, length of
lease terms, various bidding systems, etc., on the multiple goals
of OCSLAA, such as the maintenance of competition and expeditious
exploration, development and production. In addition, an analysis
of the impacts of existing leases issued under alternative systems
are reviewed in terms of newly arising information on exploration
and development effects.

d. Fair Market Value Determinations. These are decisions regarding
the adequacy of high bids received at a sale. This includes
determinations of viable prospects and tract types, tract-specific
resource economic values, when required, and the development and
analysis of economic criteria to determine the final acceptance
or rejection of high bids.

e. Economic Value Estimates. This product includes cost/benefit
analyses and economic and social value estimates for SID's, the
formulation of the 5-year leasing schedule, each lease sale,
revenue projections for budget purposes, and cther estimates
associated with statutory or policy changes.

The schedule of products planned for FY 1986 is shown on Tables 3 and 4.
A comparison of the major products of Economic and Engineering Evaluations Ffor

the period FY 1984-1986 and associated FY 1986 estimated costs is given below.

FY 1984 FY 1985 Fy 1986

Major Products Actual Estimate Estimate

Exploration and 8 10 5
Development (E&D) Reports

Cost Estimates and 8 6 7
Price Assumptions

Analysis for Design of 7 9 5
Specific Bidding System

Analysis for Fair 7 5 8
Market Value Determinations

Economic Value Estimates 16 18 18

Estimated FY 1986 costs directly associated with producing 5 E&D Reports, 7 Cost
Estimates and Price Assumptions, 5 Analyses for Design of Specific Bidding
Systems, 8 Analyses for Fair Market Determinations, (Sales 102, 89, 111, 92, 94,
100, 104, 105, and 107) and 18 Economic Value Estimates total $1,670,000.
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Economic and Engineering Methodologies and Studies for the 0CS Leasing
Program: Advanced computer models and ADP systems and data bases are
analyzed, designed, maintained, and updated to serve as the primary
support for the conduct of economic and engineering studies that are
used throughout the lease-sale process and for overall OCS program and
policy issues. Activities in this support function are generic in
nature and described below.

a. Development, refinement, modification and maintenance of discounted
cash flow and resource assessment computer models and methodologies,
including the design of new computer models for resource assessment
and resource economic evaluation.

b. Design, development, refinement, maintenance and update of ADP data
bases and systems to support lease-sale fair market value determin-
ations, and to provide a historical data base for economic studies,
other analyses, and reports such as the Amnual Report to Congress
on alternative bidding systems.

c. Economic Studies and Congressional Report to Congress--Sections 205
and 207 of the OCSLAA each require am annual report to Congress on the
scheduling and use of alternative bidding systems in the 0OCS prograp
and the costs and benefits derived from their use, as well as joint
bidding and new market entrants. To prepare these reports and to make
recommendations on leasing policy for the overall program and for
each offering, economic studies are conducted on specific bidding
system parameters such as viable royalty rates, minimum bid levels,
regulatory changes, lease terms, rental pelicies, and tract size.

d. Generic, Program-Wide Studies~-Various generic studies applicable
to the entire leasing process are performed. Study issues include the
effects of areawide versus tract selection sales, the costs and
benefits associated with the OCS Program, various changes, bid
adequacy procedures, and effects of various policies on Government
receipts,

e. Economic Value Estimates and Cost/Benefit Studies for Formulation
of the 5-year 0OCS Leasing Schedule--These are economic value
estimates and cost/benefit studies for use in developing new
5-year leasing schedules or the required annual review,

E. Engineering studies--Consistent and pertinent programwide techno-
logical procedures are designed, developed, and implemented, and
technology for adverse and severe conditions is assessed. This
product is also oriented to strategic and critical minerals
technology and combined economic and engineering Feasibility
studies.
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A comparison of the major products of Economic and Engineering Methodologies
and Studies for the period FY 1984-1986 and associated FY 1986 estimated costs
is given below. )

FY 1984 FY 1985 FY 1986
Major Products Actual Estimate Estimate
Economic Studies 20 25 25
Engineering Studies 2 5 6

Estimated FY 1986 costs directly associated with development and maintenance
of models and ADP data bases and carrying out 25 Economic Studies and 6
Engineering Studies totals $1,925,000.

Decrease from FY 1986 Base (Dollar amounts in thousandé)
FY 1986 FY 1986
Base Estimate Difference
$ 5,650 5,625 -25
(FTE) (84) (84) (-=)

The decrease in FY 1986 results from continuing those actions taken by the
Minerals Management Service in FY 1985 as required by the Deficit Reduction
Act of 1984. These funds will be used to offset the FY 1986 increase in
Minerals Management Service's Offshore Regulatory Program.

Distribution of Change by Object Class

The object class detail for the proposed change is as follows:

Amount ($000)

Travel and Transportation of Persons seesssvivnercesces § =25
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Justification of Program and Performance

Activity: Outer Continental Shelf Lands
Subactivity: Regulatory Program

{(Dollar amounts in thousands)

FY 1985 Inc. (+) 1Inc. {(+)
Program Enacted FY 1986  FY 1986 Dec. (=) Dec. (-)
Elements To Date Base Estimate from 1985 from Base
Regulation of
Operations (%) 25,412 25,123 26,428 +1,016 +1,305
(FTE) (417) (412) (412) (-5) (=)
Reserve
Inventory (%) 2,775 2,742 2,742 -33 -
(FTE) (52) (51) (51) (-1} (--)
Technology
Assessment (s) 1,166 1,163 1,163 =3 ==
and (FTE) (5) (5) (5) (--) (=)
Research
0il and Gas
Information (s) 1,166 1,162 1,162 -4 -
(FIE) (7 (7) (7 (--) (-=)
Total
Requirements (%) 30,519 30,190 31,495 +976 +1,305
(FTE)} (481) (475) (475) (-6) (-=)
43 U.8.C. 1331-1343 The Outer Continental Shelf Lands Act of 1953,
P.L. 83~-212 as amended, extended the jurisdiction of the
United States to the Outer Continental Shelf
and provided for granting of leases to develop
oEfshore energy and minerals.
43 U.5.C. 1801 The Quter Continental Shelf Lands Act Amendments
P.L. 95-372 of 1978 reaffirmed the established policy for the
management of oil and gas in the Quter Continental
Shelf, including coordination and consultation with
affected State and local governments, the preparation
of an environmental assessment For each plan, the
development and maintenance of estimates of Federal
Quter Continental Shelf (0CS) oil and gas reserves,
and providing information to the afEfected States.
33 U.5.C. 1101-1108 The Coastal Zone Mamagement Act of 1972, Section 307(C.3)
P.L. 89-454 established consistency provisions for certification that

proposed activities affecting land or water uses in the
coastal zone of an affected State complies with that
State's management program.
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Objectives

o

o

Regulate and supervise 0OCS oil and gas exploration, development, and
production operations in a manner that ensures protection of the environ-
ment, protection of the natural resources, and prompt and efficient explora-
tion and development.

Provide a comprehensive technological base for the supervision of

leasehold operations, including the use of best available and safest
technologies {OCSLAA Sec. 21(b)}. Provide timely technical data for
determination of reliability and risk associated with 0OCS operations.

Conduct and maintain an inventory of oil and gas reserves on 0OCS leases.

Provide information concerning 0CS oil and gas and other mineral activities
to affected State and local governments.

The Regulatory Program consists of several component elements: Regulation of
Operations; Reserve Inventory; Technology Assessment and Research; and 0il and
Gas Information.

Regulation of Operations

Objectives

0

Assuring a safe and pollution-free environment through careful supervision
of the management of activities such as exploration and development,
drilling operations, and production operations, including the transportation
of production to shore and pipeline design and maintenance.

Identifying and reporting the cause of major fires, oilspills, deaths

or significant injuries, and conducting an effective enforcement program
using civil penalty authority, as well as shutdown authority. Under the
authority of the Outer GContinental Shelf Lands Act Amendments of 1973,
Sections 24b, and ¢, civil penalties of up to $10,000 per violation may be
assessed and a court can levy penalties of up teo $100,000 and imprisonment
for up to 10 years in instances of knowing and willful violations.

Assuring ample opportunity for participation by affected $States in the
decisionmaking process during the review and approval of lessee-submitted
exploration plans and development and production plans.

Assuring that affected States are provided with copies of exploration
plans and development and production plans to enable them to deal with
actual and potential onshore effects of 0CS activities.

Assuring that industry personnel engaged in activities on the OCS are

properly trained in safety, environmental protection, and natural
resource protection.
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o Providing technology support to MMS operations personnel as the industry
moves into the hostile frontiers of the deep oceans and ice infested .
Arctic.

o0 Providing maximum assurance of structural integrity of fixed bottom founded
platforms, especially those located in deep waters or hostile environments,

o Assuring proper lease development and preventing waste of hydrocarbons in
the reservoir through review of maximum efficient rates of production,
verification of shut-in wells, reviewing requests for flaring of gas,
reviewing requests for suspension of production, and evaluating
opportunities for enhanced recovery.

o Determining pricing categories for natural gas production from new leases,
new reservoirs on existing leases, high cost natural gas reservoirs, and
stripper wells.

o Assuring that appropriate Minerals Management Service regulations and
management systems are in place to assure the availability of procedures
for leasing and mining operations for nonenergy minerals,

Base Program

Regulation of the OCS 0il and Gas Operations Program provides for the compre-
hensive and systematic review, approval, and supervision of lessee-conducted oil
and gas drilling, development, and production operations on the 0CS. This is
accomplished through the review and approval or disapproval, if appropriate, of
exploration plans, development and production plans, development operations,

and coordination documents; and through the issuance of permits, the inspection
of lessee-conducted activities to assure compliance with governing requirements,
and the taking of appropriate enforcement actions when requirements are not

metk.

The enactment of the OCS Lands Act Amendments of 1978 (OCSLAA) (P.L. 95-372)
resulted in significant additional regulatory responsibilities for the Minerals
Management Service. These mandated responsibilities require: Coordination of
approvals of OCS exploration plans and development and production plans with the
affected States; conducting scheduled inspections for each facility annually
(with intermittant unscheduled inspections to assure regulatory compliance);

and the establishment of a civil penalties program through which the Minerals
Management Service may assess and collect monetary penalties.

0il and gas produced from the OCS contribute significantly to the Nation's
current and future energy supplies and to the Nation's plans to reduce its
dependency on foreign sources of energy. Production from the OCS has only
been established in the Gulf of Mexico and in the Pacific Ocean off southern
California. Exploration drilling has been conducted off Alaska and the
Atlantic coasts with noneconomic results to date. However, this exploratory
activity is expected to contipue. Off the coast of California, production is
on the increase. Discoveries made in the Santa Maria Basin have given rtise to
even more exploratory drilling and to the submission of additional development
and production plans.
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0il and gas reserves are increasing in the Gulf of Mexico. Significant
discoveries in deep water areas of the Gulf of Mexico are expected to
continue to contribute to these reserves. Recent lease sales off the Alaskan
Arctic coast will be subjects of exploration drilling during the near term.
These Arctic areas are considered to be highly promising and could lead to’
additional economic discoveries that may see development and production late
in the decade. One such discovery is at Seal Island, 12 miles northwest from
Prudhoe Bay. It is an offset confirmation well drilled from a State lease
and is expected to produce commercially.

To accomplish the regulatory program in accordance with statuatory requirements,
and to assure acceptable leasehold operations, the Minerals Management Service
performs the following tasks. These tasks are generally performed in response
to lessee submitted proposals and requests.

Approval of Exploration, Development, and Production Plan. Lessees are required
to submit to the Minerals Management Service statements of offshore and onshore
impacts expected to be associated with the implementation of proposed exploration
plans or development and production plans {in the western Gulf of Mexico
development operations coordination documents are used in lieu of development

and production plans). The Minerals Management Service's Supervisor for Offshore
Field Operations (S-0OF0) in each region must determine the adequacy of these .
statements, along with the plans, and transmit copies of both documents to
affected States. The States may then make comments on these documents to

the supervisor who, in turn, must respond in writing to these comments. The
Minerals Management Service Of Eshore Minerals staff periodically reviews each
plan to determine if operations are in accordance with the approved plaan and
appropriate results are being obtained.

Particular emphasis is placed on the postsale evaluation of geologic hazards to
determine whether additional stipulations should be placed on lease exploration
and development activities when lessees submit proposed exploration plans and
development and production plans for approval. These geologic hazards analyses
are based upon lessee-submitted high resolution and other hazards data and
information in support of individual applications for plan approval.

Safety and Technology. The Minerals Management Service must ascertain that the
lessee proposes to use the best available and safest technologies. This is
accomplished by a formal program of reviewing technologies used by the industry
and conducting applied research where deemed necessary to provide technology
support to MMS operations personnel. The program concentrates on operational
functions, such as well control training requirements, permit and plan approvals
and accident investigations. It is accomplished during the plan review and
approval process and through review of current technology improvements by the
Operations Technology Assessment Committees at the regional and headquarters
levels. Risk analysis is currently being evaluated as a part of the Technology
Assessment and Research Program element. This will determine if risk analysis
can be used in the OCS regulatory process and to determine the limitations of
its applicability.

Platform Structures. Lessees are required to submit for approval the design,
fabrication, and installation plans for the siting of fixed platforms in deeper
water or other unique settings. Such plans are reviewed by the Minerals Manage-
ment Service, and each project is monitored by a third party certification/
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verification agent who is selected from a list of agents approved-by the Minerals
Management Service.

Application for Permits. The processing of Applications for Permit to Drill
(APD) is ongoing and anticipated to increase. This workload is predicated on and
postdates the processing of exploration/development and production plans. The
APD is a much more definitive document that deals with the specific technology
and engineering that an operator proposes to use in drilling a particular well,
after receiving approval for an exploration plan or development and production
plan.

Various other types of applications for performing work omn production wells,
including workovers, recompletions, and abandonments are likely to continue
increasing, especially in the existing producing areas of the Gulf of Mexico.
Workovers are often necessary during the life of a well to restore or increase
production. Recompletion usually involves setting a cement plug and perforating
the wel) bore in a different pay zone. Abandonments are accomplished by plugging
the well and removing casing to a specified depth below the mud line. These
types of activities must be reviewed and approved by MMS officials to assure that
the provisions of the OSCLAA and the Department of the Interior regulations are
followed.

Enhanced Recovery Operations. The analysis of enhanced recovery operations
involves a technical review of operator proposals pertaining to various producing
fields and reservoirs. The Gulf of Mexico is currently the largest production
area within the 0CS. Some, but not all, of the producing reservoirs in the

Gulf of Mexico are susceptible to enhanced recovery operations. This activity
examines these areas and provides technical analysis and review to assure optimum
recovery in mature producing areas. This activity will continue and quite likely
increase as the current and newly discovered reservoirs are produced through the
various stages of their life cycle. To a degree, the economics of the oil market
will play a role in the rate at which this work progresses.

Inspection of Operations. The inspection of OCS operations is a major work unit
of this program. The number of inspections that are completed must be viewed in
an overall context as representing a compilation of numerous checks and examina-
tions performed by the MMS Inspectors. Some of the inspections conducted may
take as long as 30 hours or more to complete. These are highly technical in
nature and consist of the inspection of a number of small individwal items

that in the aggregate state the overall condition and compliance record of the
particular operation being examined. The inspection program has provided
significant results im assuring both safe operations on the 0CS as well as
assuring that environmental concerns are protected.

In late FY 1984, the MMS approved the Offshore Inspection Program Handbook.

The Handbook requires that documented procedures be developed for all aspects

of the inspection program. In addition, the Handbook requires the establishment
of a formal "Internal Review" process so that all elements of the MMS offshore
inspection program are reviewed at least annually. With the establishment of
the formal documented program and the Internal Review followup, the MMS
inspection program will be implemented in a more consistent and effective manner
on a national basis. Full implementation of this program is scheduled for
mid-FY 1986.
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0ilspill Containment and Cleanup Activities. The Minerals Management Service is

a member of an Interagency Committee (including the Canadian Govermment) which
funds the evaluation of oilspill containment and cleanup equipment. Testing

is conducted both oEfshore and at the 0il and Hazardous Materials Simulated
Environmental Test Tank (OHMSETT) facility under open ocean and broken ice
conditions. Information is used to quantify the effectiveness of manufactured
equipment and is provided to MMS Managers to evaluate oilsapill contingency plans
which are required of industry.

Selected program outputs and estimated average FY 1986 unit costs are:

FY 1984 FY 1985 FY 1986 Est. Cost
Actual Estimate Estimate Per Unit ($)

INIpeclLions ceeeceesesssssrosnnsasnaas 13,053 14,633 15,142 749
Exploration/Development and Production

Plans Processed ..ssevensasnssanssse 1,381 1,680 1,686 792
Applications for Permit To Drill

ProcessSed sseesssescrsanncascssnssns 1,233 1,302 1,430 814
Platform Installation Applications

Processed .veeescsaccacnsnsnsansnsns 181 205 210 1,300
Pipeline Applications Processed ..... 1,676 1,868 1,869 159
Production Rate Control (MER,MPR,MAR). 16,080 15,181 15,182 45
NGPA Category Determinations ........ 706 749 750 460
Commingling Agreements «.seeavesecsss 101 133 166 1,100
Unitizations and Other Agreements

Processed seevsvessssnanncassssonas 456 520 523 364
Review Development Activities/

Lease Draindge .essesscosassansnnas 182 210 255 998
Accident Investigations ..iveesveeasae 68 74 77 5,389
Applications for Workover, Recompletion,

and Abandonments ....seecvcovaveree 9,873 9,916 10,903 245
Suspensions of ProducCion eeeeesecens 208 232 277 906
Enhanced Recovery Operation Analyses. 6 11 11 7,125
Gas Flaring Approvals c.eeuseccessnas 409 463 463 290
Verification of New Platforms..s .... 152 158 170 1,251
Examinations and Verificatioms of

Shut-TIn Wells .vserivncrnassnsannna 3,058 3,030 3,040 75
Civil Penalty Proceedings ..eesssevss -0- 4 6 11,479
Well Control School Certification .

ACEIVIELIRS wsruwvuvvvvsnvarsonsasarass 65 80 90 1,862
Water Survival Training Actions ..... 11 20 20 3,600
Inspector Training Program Activities. 45 b4 65 3,885
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Increase from FY 1986 Base

(Dollars amounts in thousands)

FY 1986 FY 1986

Base Estimate Difference
(%) 25,123 26,428 +1,305
(FTE) (412) (412) (—-)

A total increase of $1.4 million is proposed Ffor the Regulatory Program in

FY 1986 to contract for additional helicopter services. However, no net
increase to the MMS budget will be required since funds identified in the base
will support this action. This proposal will increase the number of helicopters
currently utilized in the Gulf of Mexico from 13 to 15, and from 2 to 3 the
number of helicopters currently utilized in the Pacific Region. The cost
increase, to accomplish the above, will be from $5.9 (amount available in

FY 1985) to $7.3 milliom.

The additional twin turbine type aircraft are necessitated by the inspection
workload increase due to the expansion of ofFfshore oil and gas exploration and
production operations both in number of facilities and the location of opera-
tions being conducted further from shore in deeper waters. Thia expansion of
offshore operations is a consequence of substantial lease acquisitions and
subsequent exploration activity resulting from recent OCS offerings which
commenced during 1983. The majority of exploration and production activity
resulting from these sales has occurred in the Gulf of Mexico.

Leasing activity in the Gulf of Mexico in FY 1983 and 1984 has resulted in-the
petroleum industry acquiring leases further from the coast line in their search
for oil and gas. One indication of the success of sales in the Gulf of Mexico
Region is the announcement of discoveries from new leases in the central GulEf

of Mexico, together with the submission of related development and production
plans. These activities, and the anticipation of more discoveries, will further
increase the Regulatory Program workload.

In addition, inspections related to workover operations will be increased due
to enforcement of new regulatory requirements in this area (estimated to become
effective FY 1986), this will add to existing MMS workload and transportation
requirements. As the current producing fields mature, increasing workover
operations will be performed to maintain or increase production rates.

It is anticipated that an increase in production verification inspections will
be required to resolve differences between MMS computer generated production
records and the affected oil company records. It is difficult to predict the
time and volume of work that will be required; however, it is certain that the
resolution of differences could result in increased revenues.

The number of facilities to be inspected, and the scope of the inspections to
be conducted are increasing, thus a greater number of fully-trained technicians
to perform the additional mandated inspections is needed Lo support the
increased workload. The Service must increase the number of available heli-
copters for the performance of these inspections. The requested increase will
provide for additional long-range helicopters to serve the inspection force in
monitoring the oEEshore facilities. In addition, these long-range helicopters
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will upgrade the safety margin for long over-water flights that are out of sight
of land and remote from existing emergency rescue operations.

The Minerals Management Service expects to extend into 1986 the same categories
of savings realized in 1985 under Section 2901 of the Deficit Reduction Act

of 1984. Savings extended into 1986 are redirected within the OCS Program

to provide the increase needed for aviation support of inspection activities.
Amounts were identified for consulting services ($913,000), audiovisual/
printing/reproduction support ($180,000), and travel ($339,000). These

amounts were identified in each OCS program element; of the total amount for
travel, $127,000 was identified in the OCS Regulation of Operations Program
element. Therefore, the net increase to the Regulation of Operations Program
is %1.3 million.

Distribution of Change by Object Class

The object class detail for the proposed $1.4 million increase is as follows:

Amount (3000)

Travel ceiveensarssrsssscsaansana 5§ =127
Other Services s.sssesasassssnas $+1,432
TOTAL $+1,305

Reserve Inventory

Objectives:

o Develop and maintain an accurate and timely data file of oil and
gas resources.

o Determine the maximum attainable rate (MAR) of production of crude oil
and gas from significant fields on the Outer Continental Shelf.

o Provide an analysis of whether the actual production has been less than
the MAR, and, if so, the reasons for the difference.

o Provide an estimate of the total discovered crude 0il and natural gas
reserves by field (including proved and indicated reserves) and
undiscovered crude oil and natural gas resources (including hypothetical
and speculative resources) of the Outer Continental Shelf.

Base Program

The Reserve Inventory Program was initiated in FY 1977 to develop and main-
tain accurate, up-to~date estimates of Federal 0CS oil and gas reserves in
developing and developed fields. This program was later mandated by the 0CS
Lands Act Amendments of 1978 (OCSLAA) (PL 95-372 Section 606d2). Reserve
inventories are generated from well and reservoir data supplied by leasehold
operators. Data are tabulated by individual field, reservoir, and lease
holdings. A computerized storage and retrieval system, referred to as the
Field and Reservoir Reserve Estimates (FRRE), has been developed Lo accom-
plish the detailed information analyses required in this program. This system
updates estimates and provides current reserve statistics for publication.
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The information from field and reservoir analysis and mapping directly supports
the supervision of field and reservoir development, including production rate
control, approval of drilling permits, unitization considerations, and geologi-
cal and engineering data for lease offering evaluationm.

The program includes developing estimates of the reserves for new field discover-
ies as well as updating information on the remaining reserves in those fields
previously inventoried. Additional geologic, engineering, and production

data are periodically obtained and utilized in accomplishing this work.

Selected program outputs and estimated average FY 1986 unit costs are:

FY 1984 FY 1985 FY 1986 Est. Cost
Actual Estimate Estimate Per Unit(5)

Field Reserve Estimates......... 105 a2 75 16,960

Technology Assessment and Research (TA&R)

Objectives:

o To conduct independent review of OCS technologies to identify technology
gaps and to assure the use of the Best Available and Safest Technologies
(OCSLAA Section 21(b)-BAST). The program provides industry and Minerals
Management Service personnel a continuing exchange of information on
operational technologies.

o To provide a single point technical source within the Minerals Management
Service for other Federal agencies which have special proficiencies in
the various offshore technologies.

o To recognize and evaluate the various levels of operational risk involved
in the development of OCS minerals.

o To assist in the development of technical and operational require-
ments for leaseholders to assure safe, pollution-free operations,
These requirements are incorporated in OCS orders, regulations, and
the conditions for granting permits.

Base Program

Of fshore operations conducted by oil and gas lessees and monitored by the
Minerals Management Service are becoming increasingly involved in ploneer efforts
in a number of complex technologies as exploration and production operations move
into deeper and more hostile marine environments such as those found in new 0CS
areas, such as deeper waters of the lower 48 States and the sub-Arctic, and the
Arctic. The Technology Assessment and Research Program provides a comprehensive
technological base for the Minerals Management Service in the supervision of
leasehold operations, This support is stated within the OCS Lands Act Amendments
of 1978 (OCSLAA), Section 21 that requires the use of the Best Available And
Safest Technologies (BAST). The program also provides timely technical data for
the determination of reliability and risks associated with equipment or design
features on leasehold operatioms.
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The Technology Assessment and Research Program operates through contracts with
universities, private firms, and government laboratories. It takes advantage of
participatory or collaborative studies with industty, other agencies, and with
other countries such as Canada, the United Kingdom, and Norway, that have
gimiliar operatioans, programs, and concerns.

Examples of activities and accomplishments include:

1. The development of improved blowout prevention procedures for
deepwater drilling operations.

2. Collaboration with Canadian and Norwegian Governments on the development
of subsea collection technology for ¢il emanating from blowing wells.
Preliminary work on the "Steel Sombrero" concept used on the IXTOC-I
blowout in Campeche Bay, Mexico, 1979, has led to new concepts appli-
cable to under ice collection and to conditions where excess gas
would render the original "Sombrero" system ineffective.

3. Development of data to provide vibrational fatigue (strumming)
information concerning marine risers and compliant structures
situated in high curreat regions of the ocean. This information
is being used to critique leaseholders' operation plans in frontier
areas.

4, Development, in collaboration with industry, of a program to obtain
technical information to verify structures subjected to ice loadings
in the Beaufort Sea.

5. Determination that an operational failure of a mooring system was
based on a design which used insufficient data and an inadequate
computer program. New studies are directed toward providing Minerals
Management Service personnel with adequate guidelines to determine
reliability of operator proposals for mooring systams.

6. O0ilspill containment and clean-up technologies are being investigated
in collaboration with North Sea and Canadian Government ageanciss.
These projects supplement the evaluation of equipment describad in the
base program.

7. An international workshop has been held on the application of risk
assessment for offshore operations.

Selected program outputs and estimated avarage FY 1986 unit costs are:

FY 1984 FY 1985 FY 1986 Estimated Cost

Actual Estimate Estimate Per Unit ($)
Technological Invegtigations 25 11 14 69,500
Technological Assessments 10 2 3 46,000
Technology Seminars Conducted 1 2 3 8,000
Technical Reports Published 1 2 4 7,000
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0il and Gas Informatiom

Objectives:

o Update regional Indexes to reflect new activity, as well as the 5-year
0CS 0il and Gas Leasing Schedule. Each regional Index will contain
a revised directory.

o Provide affected States with revisions and/or updates to Summary Reports
in the North Atlantic, Mid-Atlantic, South Atlantic, Gulf of Mexico,

Pacific, Gulf of Alaska, Bering Sea, and Beaufort Sea lease offering areas.

Base Program

The 0Oil and Gas Information Program is required by Section 26 of the OCSLAA of
1978. The Amendments and subsequent regulations (30 CFR Part 252) require

that the Minerals Management Service provide governors of affected States and,
upon request, executives of affected local governments and other interested
parties, data and information in the form of Summary Reports and Indexes. The
Summary Reports and Indexes are provided to aid States and local governments

in planning for onshore impacts of OCS development and production operationms.
As significant events occur, Summary Reports are revised. The regional Indexes
are updated annually.

Summary Reports and Indexes provide data designed to assist State and local
governments in planning for the potential onshore impacts of possible oil and
gas exploration, development, and production. These data are not as detailed
as the Environmental Impact Statement (EIS) or Environmental Assessment (EA)
documents which precede these publications, but the Summary Reports and Indexes
provide the State and local government entities with more recent information.
Since they appear after the lease offering, the documents concentrate on the
actual leased areas rather than offered areas.

Coastal States use the Summary Reports and Indexes in differing ways depending
on the level of OCS activity and the level of their own expertise. However, all
States report that they rely heavily on the Summary Reports for information

and history as well as descriptions of future plans and ongoing activities. The
0il and Gas Information Program documents provide the only comprehensive OCS
information source that is updated on a regular basis. Unlike the Environmental
Impact Statements that project what might happen, at one point in the process,
the Summary Reports and Indexes provide planners with a continuing overview of
OCS activity and enable them to incorporate the information in their own planning
processes. The Summary Report contains current information on operations,
transportation strategies, and onshore facilities that are actually proposed

as well as those already in the permitting process.

Initial Summary Reports have been prepared for each 0CS region. Currently,

Summary Reports are updated approximately every 6 months while Indexes are
updated once a year.
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Selected 0il and Gas Information Program outputs and estimated average FY 1986
unit costs are:

FY 1934 FY 1985 FY 1986 Est. Cost
Estimate Estimate Estimate Per Unit ($)

Annual Update of Indexes——------~-~---- 4 4 4 45,900
Revised Summary Reports-----—----—----- 4 6 6 94,600
Memorandum of Summary

Reports———=-————————=——s—me e ——— e 4 7 7 38,300

The output schedule above assumes that proposed lease offerings are the major
events. Publications scheduled for a given fiscal year are subject to change
due to other significant events, such as lease exploration, discoveries, or
unanticipated changes in the 5-year OCS 0il and Gas Leasing Schedule.

The primary thrust of the Office of Information Service is to respond to the
multitude of information needs of the public, States, local government, industry,
other Federal agencies and the Congress.

Program staff also produce the Annual Report to Congress on 0CS 0il and Gas

Leasing and Production which is required by Section 15(1) and 22(g) of the 0CS
Lands Act Amendments of 1978.
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Activity Summary

Activity: Royalty Management

The Royalty Management Program is responsible for the accurate determination,
collection, accounting for, and distribution of all royalty and mineral revenues
from Federal, Indian, and Outer Continental Shelf lands leases. The importance,
scope, and complexity of the program continue to increase as more is learned of
industry practices, such as lease fractionalization and intricate marketing
agreements, which make it difficult to identify the royalty owed and paid by
lease.

Figure 4 is a flowchart of the major functions of the Royalty Management Program.
All accounting operations are centralized in the Lakewood Accounting Center to
provide efficiency and economies of scale in the collection process and to
assure consistent guidance to lessees and operators. However, functions are
clearly separated to provide essential counterchecks for proper internal

control (see Mineral Revenue Collections Subactivity). Auditors are located
geographically close to major workload areas to provide a more effective audit
capability (see Mineral Revenue Compliance Subactivity). A systems function

is responsible for the development, operation, and maintenance of the complex
automated systems (see Systems Development and Operation Subactivity).

The Federal 0il and Gas Royalty Management Act of 1982 emphasized the importance
of accurate and timely accounting of onshore oil and gas revenues. The impact
of implementing the Act continues to place additional responsibilities on the
Royalty Management Program. For example, the enforcement of the Act's penalty
provisions in Section 109 has added workload in the Collections area but is key
to achieving and maintaining the accounting systems integrity levels. The Act
requires that mineral leasing revenues due to States be disbursed monthly

and provides that interest be paid to the States when the disbursements are not
made within the timeframe established in the Act. It also required that revenues
due Indian accounts be disbursed by the end of the month in which collected and
that interest be paid when they are not disbursed on time. These interest
payment requirements have resulted in a proposed new Activity (Interest on Late
Payments) in the appropriation entitled "Payments to States from receipts under
Mineral Leasing Act."

Summary of Funding by Subactivity

(Dellars in thousands)

FY 1985 Inc.(+)
FY 1984  Enacted FY 1986 FY 1986 Dec.(-)
Subactivity Actual To Date Base Estimate from Base
Mineral Revenue
Collections 11,988 12,294 12,142 12,722 +580
Mineral Revenue
Compliance 8,021 10,050 10, 180 10,288 +108
Systems Development
and Operations 15,462 16,748 16,496 14,546 -1,950
Total 35,471 39,092 38,818 37,556 -1,262
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Justification of Program and Performance

Activity:
Subactivity:

Royalty Management
Mineral Revenue Collections

Subactivity
Mineral Revenue ($)

Collections (FTE)

Total ($)
Requirements (FTE)

30 U.5.C. 181, et seq.
P.L. 66-146

43 U.5.C. 1331, et segq.
P.L. 83-212

30 U.,s5.C. 1001, et seq.

P.L. %1-581

30 U.s.C. 181, et seq.
P.L. 97-78

30 U.5.C. 1701, et seq.
P.L. 97-451

(Dollar amounts in thousands)

FY 1985 Inc. (+) Inc. (+)
Enacted FY 1986 FY 1986 Dec. (=) Dec. (=)
To Date Base Estimate from 1985 from Base
12,294 12,142 12,722 +428 +580
(303) (301) (302) (-1) (+1)
12,294 12,142 12,722 +428 +580
(303) (301) (302) (-1) (+1)

The Mineral Lands Leasing Act of 1920, as Amended,
provides for classification and leasing of

coal, oil, oil shale, natural gas, phosphate,

and sodium and the payment of bonuses, rents,

and royalties on such leases.

The Outer Continental Shelf Lands Act of 1953,

as Amended, extended the jurisdiction of the

United States to the Quter Contimental Shelf;
provided for granting of leases to develop
offshore energy and minerals; and provided for
bonuses, rents, and royalties to be paid in
connection with such leases.

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 pro-
vides for combined hydrocarbon leases and receipt
sharing with the States for such leases within their
boundaries.

The Federal 0il and Gas Royalty Management Act

of 1982 provides for comprehensive Fiscal and

production accounting and auditing systems to provide
the capability to accurately determine oil and gas
royalties, interest, fines, penalties, fees, deposits,
and other payments owed, and to collect for such
gmounts in a timely manner.
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Mineral Revenue Collections

Objective

o Efficiently carryout the provisions of the Royalty Management Act of
1982, in particular, the timely collection of revenues due, the detection
of incorrect payments, and the enforcement of the penalty provisions
{section 109) for non-complying royalty payors and reporters.

Base Program

The Mineral Revenue Collections subactivity provides funds to support activities
related to collecting, processing, accounting for, and distributing all bonuses,
rents, royalties, penalties, interest, associated fees, and other payments
received by the Minerals Management Service. This activity also supports the
review and calculation of windfall profit taxes.

Accurate and efficient collection of royalties is an important matter of equity
and good government. The Administration's commitment to decrease the budget
deficit underscores the importance of this function., In FY 1986, it is estimated
that the Royalty Management Program will collect and account for approximately
$6.9 billion in mineral leasing revenues. (In addition to these revenues from
mineral leasing activities occurring in 1986, $2.5 billion ($1.6 billion
principal; $0.9 billion interest) will be credited to the receipts account as

a result of the release of 0CS bonuses, rents, and royalties previously
collected, but held in escrow._  Undercollection of even 1 percent of current
royalties due would result in a loss of approximately $42 million to the Federal
Government, States, and Indian Tribes. The Royalty Management Program has been
developed to minimize potential undercollections and expects to recover $45 to
550 million in underpayments in FY 1986.

Accurate determination, collection, and disbursement of rents and royalties
is not a simple matter of collecting checks, recording amounts received, and
making deposits in the Federal Treasury. Several factors make this a complex
and resource intensive, but extremely high benefit, function:

o Multiple Lease Ownership :

Ownership of oil and gas leases has been divided and subdivided
extensively, often resulting in large numbers of payors for a

single lease. Accounting for all payors on each lease is a sizeable

and increasing workload. Although some aggregation is possible, the
Auditing and Financial System (AFS) requires accounting by individual
payor, product, and selling arrangement in order to reconcile all accounts
through identification of 100 percent of the payors and products on each
lease. Changes which affect the paying responsibilities on a lease

(such as new wells coming into production, reassignments, unitizatioas/
communitizations, etc.) are quite common in the oil and gas industry.
Accordingly, they cause 35-40 percent of the number of payor data elements
in the AFS data base to change each year.

o Royalty Determinations

The amount of royalty owed is determined by applying the proper royalty
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percentage rate to the volume and value of the commodity produced. By
statute and regulation, royalty rates vary widely in accordance with
the contract terms of the lease and the Government's applicable regula-
tions.

The volume produced is often difficult to determine. Oil and gas industry
practices, for example, make it difficult to determine if the sales volume
reported represents the full royalty liability. Metering practices are
not standard throughout the industry; and the situatiom is further com-
plicated by comingling, gas plant processing, changes during storage and
treatment, etc. For these and other reasons, sales volumes often do not
match quantities listed on production reports. The Production Accounting
and Auditing System, however, is structured so that meaningful production
volume/sales volume comparisons can be made on a regular basis despite
fluctuations in production, measurement, processing, and storage.

Federal Regulations

Complex and sometimes conflicting Federal laws require difficult addi-
tional calculations to determine proper amounts of royalties owed. An
example is the Crude 0il Windfall Profit Tax Act of 1980. Calculation
and payment of this tax has significant impact on the workload of the
Royalty Management Program.,

Multiple Dishursement Requirements

After mineral revenues are properly collected and accounted for, disburse-
ment wust be completed according to various land leasing formulas estab-
lished by law. Royalty revenues collected from public land leases are
distributed to the States, various special funds, and the general fund of
the Treasury. Revenues from acquired land leases are collected by
Minerals Management Service on behalf of the U.S. Forest Service and
Department of Agriculture and distributed in various percentages to a
number of different Treasury funds, States, and counties. Mineral
revenues from military land leases, Indian land leases, and OQuter
Continental Shelf land leases are also distributed according to different
formulas.

In order for the accounting operations staff to carry out their objective of
accurate and efficient collection and disbursement of mineral revenues, three
systems were developed and implemented. They are the Auditing and Financial
System (AFS), the Production Accounting and Auditing System (PAAS), and the
Bonus and Rental Accounting Support System (BRASS). The operations and main-
tenance of these systems is being performed under the Systems Development and
Operation Subactivity. The primary user, however, is the Mineral Revenue
Collections staff. These systems and their functions are detailed below.

Auditing and Financial System (AFS)

This system replaced the Royalty Accounting System {RAS) which had been in
use for 30 years. It is designed to fulfill eight principal objectives:

o Process royalties reported by the payors promptly and efficiently.,

Each payor has a separate account for their paying responsibility
on each lease.
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o Distribute mineral revenues to State, Indian, and General Treasury
accounts on a monthly basis in accordance with the Royalty Management
Act.

o Calculate, distribute, and disburse interest and penalty payments
to States and Indians in those instances where it is required by
the Royalty Management Act.

o Identify, using data provided by the payors, underreporting and non-
reporting at a level of detail which enables MMS to effectively
and quickly communicate with payors and promptly collect revenues due.

o Account for all mineral revenues due, collected, and disbursed in
a system of accounts which enhances MMS's ability to control and
report on the Royalty Management Program.

o Provide royalty accounting and statistical information to those parties,
including State and Indian Tribes, which have a need for such informa-
tion.

o Build and maintain a data base which can effectively be matched
with production data in the Production Accounting and Auditing System.

o Create an automated billing process for all receivables generated
by the system.

The system began operation in February 1983. At that point in time, the leases
which produce 80 percent of revenue and 8 percent of the data had been put into
the systems data base. The system was converted and installed in stages.

Conversion to the AFS changed the accounting scheme from a lease level book-
keeping system to a sublease or payor accounting system. This major change
allowed for determination and accounting of royalties owed at a payor level.
At the same time, it greatly multiplied the number of accounts and accounting
line items with which Royalty Management personnel are required to work.

The new system uses a modified Internal Revenue Service approach in that it
accepts incoming rent and royalty payments subject to verification. The AFS
has a complex set of edit routines to check for report accuracy. It also was
designed to compare incoming data with expected data and generate exceptions
when they do not match. This function is not currently operational.

Royalty Management staff provided a significant level of technical assistance
to industry payors during the conversion process and implementation phase

of the AFS. It is evident that "hands-on" instruction and assistance from
royalty operations employees will be needed each time payor responsibilities
change and new payors come into the system. There is a 35-40 percent change
rate to the data elements in the AFS reference data base in any given year,
resulting in a significant, continuing workload in this area. Experience
has also shown that the turnover rate among industry royalty accounting
personnel is very high and the Royalty Management staff must be prepared to
deal with a continuing industry training workload Eor AFS reporting. The
royalty program intends to provide ongoing guidance and assistance, siace
accurate reporting is crucial to the success of the system.
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During FY 1986, it is anticipated that the number of errors
corrected will decrease due to improved payor understanding

requirements. AFS exceptions processed will increase in FY 1986.

be possible as more exceptions can be worked when personnel
from error correction to exception processing.

needing to be

of reporting
This will
are shifted

During FY 1986, the Royalty
Collections effort for AFS will continue the FY 1985 level of verbal and
written guidance coatacts (90,000) with industry.

A 6 percent growth in the number of checks deposited is projected as new
leases go inte production. Payor information forms processed is expected to
decrease slightly in FY 1986 because the mergers occurring among large payors

should stabilize.

Selected program outputs relative to the AFS are:

Inc.(+)
FY 1984 FY 1985 FY 1986 or
Actual Estimatel/ Estimate Dec.(-)
Accounting Line Items of Data 1,800,000 2,100,000 2,100,000 --
AFS Exceptions Processed 25 3,400 3,700 +300
AFS Reporting Error Corrections
Completed 335,000 275,000 210,000 -65,000
Number of Verbal and Written
Guidance Contacts with Industry 90,000 90,000 90,000 ==
Checks Deposited 48,000 51,000 54,000 +3,000
Payor Information Forms Processed
{New and Revised) 40,000 25,000 20,000 -5,000

Production Accounting and Auditing System (PAAS)

The Royalty Management Program's automated production accounting system is
designed to accomplish the following objectives:

o Compare production volumes against sales data and identify exceptions

which may indicate unpaid royalties.

o Trace mineral production Erom point of origin to point of sale.

o Account for all volumes produced on the lease.

o Allow MMS to control system '"tolerances" so that minimal differences

in sales/production data do not generate exceptions.

o Support lease management functions by allowing MMS Offshore Regional
Offices and the Bureau of Land Managment (BLM) field offices to access

production data from each lease.

1/Program outputs For FY 1985 estimates have been revised from the FY 1985
Budget Justification based on operational experience.
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o Provide production data on a lease-by-lease basis to States and
Indian Tribes.

o Facilitate comparisons of company data {production reports) with
interanal data {site inspection reports).

The PAAS is being installed in phases. A pilot program with 23 firms began
operation in January, 1984. The 0CS producers, which represent 72 percent
of all cil and gas royalties, are to begin to report by February 15, 1985.

As this budget document was going to press, the Department was progressing
through a reappraisal of PAAS to assure cost-effectiveness. The workload
assumptions below are based on continuation of the pilot companies and

addition of offshore and coal operations which would represent approximately

83 percent of royalty production, but only about 10 percent of the data workload
of the total lease universe. This workload can be handled by current computer
capability, but the oanshore workload cannot.

Selected program outputs relative to the PAAS are:

Increase(+)

Leases Monitored FY 1984 FY 1985 FY 1986 or
Operators Reporting Actual Estimatel/ Estimate Decrease(-)
Leases Monitored 908 3,300 3,350 +50
Operators Reporting 23 161 165 +4
Industry Conversion

Assiastance Visits 40 175 - -175
Technical Assistance Visits

to Operators 10 75 100 +25

Bonus and Rental Accounting Support System {(BRASS)

Beginning in FY 1984, MMS has been responsible for the collection of bonuses
from onshore lease sales and rentals from over 110,000 Federzl onshore nonpro-
ducing leases. 1In order for this function to be compatible with the AFS and
meet the requirements of the Royalty Management Act, an automated Bonus and
Rental Accounting Support System (BRASS) was designed and installed and began
cperation in April, 1984.

The principal functions of BRASS are:

o Collect and account for lease bonuses and create new lease
records as a result of bonuses paid.

¢ Generate courtesy notices for annual rentals and deferred bonuses.
o Collect, deposit, and account for annual rental payments.

o Feed financial update and general ledger functiomns of the AFS.

l/Program outputs for FY 1985 estimates have been revised from the FY 1985
Budget Justification based on projections of current operational experience
under the pilot program.
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o Provide rental accounting data to BLM State offices which manage
the leases.

o Support monthly distribution and disbursement requirements as
specified in the Royalty Management Act of 1982.

o Provide lease data to AFS when leases go into production.
In FY 1986, it is estimated that over 107,000 courtesy notices will be issued,
approximately 21,000 BRASS errors corrected, and 100,000 checks deposited.

Other program outputs are as follows:

Selective program outputs relative to the BRASS are:

} Inc.(+)
FY 1984 FY 1985 FY 1986 or
Actual Estimatel/ Estimate Dec.{-)
Accounting Line Items of Data 150,000 300,000 300,000 —
Checks Deposited 44,000 100,000 100,000 =
Receipt and Accounting
Advice (Lease Maintenance
Actions) 35,000 60,000 60,000 =
BRASS Payment Identification 10,000 18,000 12,000 -6,000

Electronic Fund Transfer

Minerals Mangement Service, in its effort to run an efficient accounting opera-
tion and realize savings to the Federal Government, instituted the use of
Electronic Funds Transfer (EFT). This requirement impacts all payors making
royalty, rental, and bonus payments to the Department that equal or exceed
$50,000 for any given day. Use of EFT by payors provides better internal
controls for Accounting staff in handling cash and reduces the time between
receipt of payments and deposit in the Treasury accounts. The estimated savings
to the Government in interest as a result of EFT usage and other methods imple-
mented to accelerate deposits to the Treasury in FY 1985 is $6.0 million.

Increase from FY 1986 Base

(Dollar amounts in thousands)

FY 1986 FY 1986
Base Estimate DifFerence
{($) 12,142 12,722 +580
(FTE) (30L) (302) (+1)

l/Program outputs for FY 1985 estimates have been revised from the FY 1985
Budget Justification based on operational experience.
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Reference Data Base Maintenance (+$575,000, +7 FTE)

The reference data base is established when certain basic information submitted
by payors and reporters is entered into the systems. Anytime this information
changes, revised forms (Payor Information Forms (PIF's), Well Informatiom

Forms (WIF's)} etc.) are required to be submitted. When monthly report data is
submitted, various automated routines perform edits on the incoming data by
selecting and comparing specific data elements against the reference data

base. If the monthly report data does not agree with the reference data (e.g.,
the monthly report indicates a different selling arrangement than the selling
arrangement shown in the reference lease master} that accounting line item is
transferred into a suspense file where it stays until the discrepancy is
corrected. The integrity of the Royalty Management accounting systems and,
therefore, the ability to distribute funds to Federal, State, and tribal
accounts, is highly dependent on the integrity of the reference data base

and the ability of Royalty Management Program personnel to keep that base
purified and up-to-date.

Maintenance of the reference data base is eritically important in supporting
the current systems. When staffing levels were assigned for this function,
it was estimated that the turnover of data elements in the AFS reference data
base alome would be 30 percent per year. In practice, it is 35 to 40 percent
per year. FY 1985 funding and FTE for this function total $2.1 million and
58 FTE. The praposed increase of $575,000 and 7 FTE is needed to handle

the greater workload experienced.

Penalty Provision Implementation and Litigation Support (+$325,000, +4 FTE)

Implementing the penalty provisions of FOGRMA will require staff in the Lakewood
Accounting Center to identify those payors subject to possible penalties for
failure to comply with the regulations. Also required is the development of

a case file to document the findings which led to the issuance of a penalty
notice. This increased caseload requires accounting staff to prepare time-
consuming special accountings and produce numerous records. The assessment
unit, located in Washington, D.C., will then review the case and assess the
penalty, if so determined.

Litigation workload associated with administrative and judicial cases continues
to increase. As of January 1985, there are 223 cases requiring action. How-
ever, as a result of issuing the implementing regulations for the Federal 0il
and Gas Royalty Management Act of 1982 (FOGRMA), and the issuance of product
value guidelines, it is estimated that this caseload would double by FY 1986,
as these regulations and guidelines are tested through the judicial and
administrative processes by interested parties. The FY 1985 budget includes
$81,000 and 1.1 FTE for this function. An increase of $325,000 and 4 FTE is
requested for the additional workload associated with penalty assessment and
litigation support.

Rovalty-In-Kind Program (-$320,000, -10 FTE)

The Royalty-In-Kind (RIK) Program was instituted to provide a lomg-term secure
supply of crude oil at a reasonable price to small, independent refiners. The
taking of royalties-in-kind is a secretarial option based on a determination

that a need for such action exists. Present economic conditions reflect a market
in which the scarcity of crude oil for small, independent refiners is no longer
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critical as it was years ago. In addition, the number of independent refiners
participating in this program has declined greatly in the last few years.
However, the program takes Government resources needed for other purposes and
has generated time consuming litigation. Currently, 27 cases are pending in

the Interior appeals processes or in court. It is for these reasons that phase-
out of this progrgm is proposed. The need for a phased approach is essential
for an efficient close-out of the RIK contracts, some of which continue into

FY 1987. It is also necessary to audit and reconcile contracts in order that
letters of credit and bonds can be released. Finally, the phased close~out of
this program is required for continued support needed in numerous RIK litigation
casdes.,

Distribution of Change by Object Class

The object class detail for the proposed $580,000 increase is as follows:

Amount ($000)

Personnel Compensation L N N R Y A R R R ] $ +3B

Personnel Benefits ..ueeireerecenecsnsoonnaanacnssones +5
Travel and Transportation PersSofs cueeecesssssssrosen +43
Transportation of Things seevessssssscssversonrovsses +10
Communications, Utilities,

and Other BentB s.cuiveereccasannsanssanrrsesntosnen +48
Printing and Reproduction ..ceeececescrisossssonanesas +10
Other Services .cicsasscsasrvaransrascsnrssansasisranna +392
Supplies and Materials c..svssrscarsssncsencaansanenn +9
EQUIPMEnt suveveroveosovansosansarnssorsnntvasaasasnsns +25

TOTAL LI R R N I R I N N I I I R A R B R SRR $ +580
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Justification of Program and Performance

Activity: Royalty Management
Subactivity: Mineral Revenue Compliance
(Dollar amounts in thousands)
FY 1985 Inc. (+) Inc. (+)
Enacted FY 1986 FY 1986 Dec. (-) Dec. (=)
Subactivity To Date Base Estimate from 1985 from Base
Mineral Revenue ($) 10,050 10,180 10,288 +238 +108
Compliance {FTE) {198) (197) (197) (-1) )
Total ($) 10,050 10, 180 10,288 +238 +108
Requirements {FTE) (198) (197) (197) (-1 (-

30 U.5.C. 181, et seq.
P.L. 66-146

43 U.5.C. 1331, et seq.
P-Lc 83-212

30 U.S.C. 1001, et seq.

P.L. 91-581

30 U.5.C. 181, et seq.
P.L. 97-78

30 U.S.C. 1701, et seq.
?.L. 97-451

The Mineral Lands Leasing Act of 1920, as amended,
provides for classification and leasing of coal,
0il, oil shale, natural gas, phosphate, and sodium
and the payment of bonuses, rents, and royalties
on such leases.

The Quter Continental Shelf Lands Act of 1953,
as amended, extended the jurisdiction of the

United States to the Outer Continental Shelf;

provided for granting of leases to develop
offshore energy and minerals; and provided for
bonuses, rents, and royalties to be paid in
connection with such leases.

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 pro-
vides for combined hydrocarbon leases and receipt
sharing with the States for such leases within
their boundaries.

The Federal 0il and Gas Royalty Management Act

of 1982 provides for compreshensive fiscal and pro-

duction accounting and auditing systems to provide
the capability to accurately determine oil and gas

royalties, interest, fines, penalties, Fees, deposits,

and other payments owed, and to collect for such
amounts in a timely manner.
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Mineral Revenue Compliance

Objectives

o Providing accurate and effective product value guidance to royalty payors
which will assure that value used for royalty calculation purposes on all
products removed from Federal and Indian lands are proper.

o Detect inaccurate royalty and other revenue payments not detected by
other means in order to assure correct payment of all revenues due to
the Government from minerals production on Federal, Indian, and 0CS
lands.

Base Program

The Mineral Revenue Compliance subactivity consists of two major functions:
(1) Valuation and Standards and (2) Compliance.

Valuation and Standards is responsible for providing the technical support
needed by the Royalty Management Program to carry out its assigned program
functione for the determination of product values for all minerals produced
on Federal, Indian, and Outer Continental Shelf laads.

The Compliance function provides for continuing compliance reviews of lessee

and payor activities; the follow-up and ultimate resolution of exceptions

noted through the automated royalty management systems; and special evaluations
in support of Minerals Management Service and Bureau of Land Management lease
management and operational programs. Compliance program audits of company
records provide for continuing assurance that the public interest is protected
through accurate collecting of revenues from mineral lease activities on Federal,
Indian, and Quter Continental Shelf lands.

Valuation and Standards

Royalty payments due are determined by the value of the commodity produced
and the level of production reported on the lease. In the past, the product
value set by industry--normally the sales price~-was usually accepted. The
value of the commodity, however, cannot always be determined by the reported
sales price. Such factors as vertically integrated companies gelling to
themselves, Government price controls, long-term sales contracts, complicated
marketing agreements, and complex relationships among the various owners and
operators of producing leases add to the complexity in determining the value
of the commodity sold.

The Valuation and Standards function was created to provide & consistent mechan-
ism for establishing the proper value for royalty calculation purposes of
commodities extracted from Federal and Indian leases. This staFf is preparing
both specific product value regulatory guidelines for leased commodities (e.g.,
oil, gas, coal) and transportation and processing deductions. Individual
product value determinations, royalty reduction requests and specific deductions
determinations are an ongoing workload. During FY 1986, the staff is estimated
to provide approximately 250 royalty valuation determinations and consultations
and process an estimated 650 transportation deductions. It is anticipated

that approximately 65 processing deductions will be addressed. The reduction
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from the FY 1985 level is based on the assumption that regulations will be
streamlined to permit standardized deductions. This decrease does not reflect
a diminished workload, because RMP personnel will have to review on a continuing
basis data provided by gas plant owners to maintain appropriate standard costs
for these deductions. Product value regulations and guidelines maintained
decreases from an FY 1985 level of 16 to 12 in FY 1986 due to a consolidation
of secured guidelines and regulations. Review and approval or disapproval of
an estimated 21 royalty rate reduction determinations will be conducted. Addi-~
tionally, effort in FY 1986 will be dedicated to meintaining product value
regulations and guidelines and providing technical support for 35 appeals on
royalty valuation decisions. Technical support for appeal of royalty valuation
decisions is expected to increase as new regulations are tested through the
appeals process and in litigation.

Selected program outputs for the Valuation and Standards function are:

Increase (+)

FY 1984 FY 1985 FY 1986 or
Actual Estimate Estimate Decrease (-)
Royalty rate reduction
determinations 7 12 21 +9
Royalty valuation determi-
nations and consultations 173 225 250 +25
Processing deductions
processed 108 110 65 -45
Transportation deductions
processed 580 600 650 +50
Maintain product value regula-
tions and guidelines 16 16 12 -4
Technical support for appeal
on royalty valuation decisions 22 25 a5 +10

Compliance

Compliance activities are multifaceted since the assurance of payment of
correct royalties on a given Federal or Indian lease involves many different,
potentially auditable, issues. These isgues range from the price upon which
the royalty was calculated to production volumetric determinations to ensure
that royalties have been paid on all volumes produced or used on a lease. In
gome instances, the audit function has to be expanded through the collateral
activities of Field inspectors or the Royalty Management product valuation
staff when potential audit findings go beyond accounting or purely Ffiscal
matters.

Since the inception of a professional audit program in October 1981 through
November 30, 1984, almost $105 million has been recovered in previously unpaid or
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underpaid royalties. 1In the 61 years prior to this, audit collections totaled
$33.6 million, less than one quarter of one percent of all the royalties paid
in that period. Part of this recovery effort has been in cooperation with
seven States under cooperative audit agreements. These joint reviews have
resulted in recovery of approximately $29.8 million, as of November 30, 1984,
of which $11.8 million has been returned to the States.
The Royalty Compliance audit strategy covers the following primary areas:

o Company/lease/subject matter audits

o Residencies

o Cooperative and delegation of authority audits

o Special reviews

o Lookback audits

o Litigation support

o Indian lease audits (including joint venture audits)

Company/Lease/Subject Matter Audits

In a company audit, the staff reviews and tests the accuracy and validity of
royalty volumes and values reported and paid by specific payor companies. 1In
lease audits, all aspects of royalty determinations on individual leases or
several leases in unitized areas are addressed. This category includes audits
associated with Outer Continental Shelf refund processing which must be completed
within 60 days for requests under $50,000, and within 120 days for requests of
$50,000 and over. Subject matter audits cover multiple leases addressing a
narrow, but high-risk, aspect of the royalty determination process; e.g.,
transportation and gas processing allowances, gathering allowances, first pro-
duction royalty payments, plant product pricing, and oil royalties paid after
royalty-in-kind contract suspension/termination. In FY 1986, an estimated

14 company audits and 24 lease/unit audits will be conducted. Exception
resolution will result in an additional four cowpany and eight lease/unit audits
during FY 1986. These exceptions will be identified by the AFS and PAAS.

Residencies

In response to a recommendation by the Office of Inspector Gemeral (0IG), the
Royalty Compliance Division is expending significant resources in a residency
audit program. By FY 1986, the program will have a full-time permanent audit
staff at the accounting centers of 15 of the largest royalty payors, which
account for the payment of approximately 75 to 80 percent of Federal and
Indian royalties.

The teams are responsible for:

) Conducting ongoing audits of the company's royalty payment and reporting
activities, providing guidance and technical assistance to the company
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in reporting through the Minerals Management Service (MMS} accounting
and auditing systems, and resolving policy and procedural questions
which may arise.

o Resolving exceptions identified by the Auditing and Financial System,
(AFS), the Production Accounting and Auditing System {PAAS), and the
Bonus and Rental Accounting Support System (BRASS).

) Resolving royalty payment problems identified by field operations’
inspection program (for both the MMS Offshore and the BLM Onshore
inspection programs), OIG, or other sources.

o Coordinating all requests for informationm related to audit work at
the company, particularly requests from States and Tribes involved in
cooperative and/or delegated audit activities.

o Conducting financial reviews of royalty rate reduction requests and
making recommendations regarding acceptance or rejection.

o Performing continuous audit of the company's records covering functional
areas such as valuation, allocation, production, gas plants, and
accuracy of reporting.

o Identifying and resolving special problems unique to individual leases.

The residency audit approach is cost-effective, considering the large dollars
involved. 1In addition, as previously stated, the residency audit approach
accomplishes another important purpose by coordinating all requests for informa-
tion related to audit work {including requests from States involved in joint or
delegated audit activities) through the central point of the team manager of

the Residency Audit team. This reduces the impact on a payor company, eliminates
overlap, and provides the assurance that the Department is conducting its audit
activities in a planned and efficient manner.

State and Indian Cooperative Audits and State Delegations of Authorities

The State and Indian Cooperative Audit Program was begun in FY 1982 to assist
State and Indian Tribes in carrying out certain of MMS's Royalty Management
functions. During FY 1984, seven States and two Indian Tribes participated
in the MMS Royalty Management cooperative audit effort.

Under the above agreements, RMP auditors participated with State and Indian
auditors in performing the audit work. As a result of the Federal 0il and
Gas Royalty Management Act of 1982 (FOGRMA), the Secretary can enter inte
cooperative audit agreements with interested States and Indian Tribes whereby
the participating parties will receive matching Federal funds. In additiom,
the Secretary can delegate authority for audit responsibilities to the
States. The States can, under delegated audit suthority, receive 100 percent
funding for their audit efforts.

Cooperative and/or delegated audits will be performed under guidelines and stand-
ards established by the Minerals Management Service. Although, under FOGRMA
agreements and delegations, Royalty Management auditors will no longer be
performing cooperative or delegated audit wark, resources will have to remain
dedicated to these audit efforts for the following reasons:

MMS-86



o Training - Under the provisions of the Royalty Management Act and good
management practice, MMS will be required to provide continuing
training to State auditors on royalty management audit processes.
While the States have competent auditors, the intricacies of the
royalty management system—-past, present, and future--require specific
training. Also, understanding the manner in which many royalty paying
companies maintain their records is not an easy process and requires
additional training. Finally, as the audit process moves from an his—
toric audit mode toward dealing with exceptions generated by the AFS
and PAAS, additional training will be required for State participants,
Similar training is provided to MMS auditors.

o Coordination and Oversight - One of the major concerns raised by the
royalty paying industry was that under the provisions of the new
Royalty Management Act, their business offices could be inundated
with auditors from MMS, States, and Indian Tribes all looking at and
auditing the same records. In an attempt to preclude this kind of
inefficiency, MMS will coordinate the audit effort at all the large
royalty payors through the resident audit program. This will involve
a considerable amount of work--scheduling audits, requesting infor-
mation, reviewing audit reports, issuing and following up on demand
letters and payment notices-—and other related activities.

During FY 1986, RMP auditors are expected to be providing oversight for or to
be coordinating 10 to 13 cooperative and/or delegated audit efforts. Funding
included for this function in the FY 1986 base is $1.5 million.

Special Reviews. In addition to the continuing compliance review and evaluation
program, the royalty staff conducts special reviews when needed. For example,
royalty reduction requests, requiring audit of financial information, may be
made by industry in cases of economic hardship. Reviews are also conducted in
response Lo requests from the Minerals Management Service and Bureau of Land
Management operational personnel in regards to lease management activities

which require further explanation. Such requests may concern joint venture
Indian leases, joint participation agreements, compensatory royalty assessments,
or unresolved AFS and PAAS exceptions.

Lookback Audits

Since the establishment of the audit function, a primary emphasis of the com-
pliance effort was devoted to assuring proper payment of royalties for a 6-year
historical period. This effort has been built around the "lookback audits™
conducted by the Office of the Inspector General (0IG), both with its own

staff as well as through contract CPA firms. The OIG is in the process of
auditing 50 of the largest royalty payors. The focus of these audits is

first, to review a company's royalty payment system and second, to identify
areas, on a sample basis, which will require further review and investigation
by Minerals Management Service staff, The Field work for the Inspector General
lookback audits of the first 25 largest payors were completed during calendar
year 1984, and areas identified for further investigation were incorporated
into the FY 1985 Royalty Management audit workplan.
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While the actual additional dollar amount recovered aa a result of these audit
activities may not be great, the maia benefit is the identification of further
audit trails to be pursued by the Royalty Compliance Division (RCD). The

RCD workload at lookback payor companies has increased substantially as the
lookback audits are completed by the 0IG and its contractors. This effort will
continue as the QLG and MMS conduct lookback audits of the second 25 largest
payors. In addition, the 0IG plans to perform sample lookback audits on a
yearly basis in the future.

Litigation Support

Litigation support is an increasing workload factor which continues to grow due
to the testing in court of MMS positiomng expressed in demand letters, imple-
menting regulations for FOGRMA, and product valuation guidelines. Litigation
support entails various staff-hour intensive efforts, such as responding to
requests for documents, preparing responses Lo interrogatories, gathering
statistical royalty data, preparing position papers in defense of the
Government's position in appeals and legal actions, and preparing for and
undergoing deposition. It is estimated that litigation support will be
necessary for 186 cases during FY 1986.

Indian Audits

While Indian royalties represent less thamn 2 percent of the royalties
collected, the workload associated with Indian royalty management is complex
and resource intensive, This is particularly true in the area of audits,

The Royalty Compliance Division is presently devoting 18 staff years to Indian
audit activities reacting to priorities established by the Assistant Secretary
for Indian Affairs. The following specific items make up the Indian audit
workload.

- Tribal audits of royalties paid on tribal lands.

- Individual allottee audits to determine that allottees
have received their proper allotment of royalties.

- Joint venture audits to determine that the payout from
joint tribal/industry arrangements is proper.

The Indian Self Determination Act of 1982, as well as the Royalty Management

Act, have increased MMS5's audit workload. Additionally, the number of allottee
interests who share in royalties continues to increase each year,
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Selected program outputs for the Compliance function are:

Increase (+)

FY 1984 FY 1985 Fy 19B6 or
Actual Estimate Estimate Decrease (=)
Residency Audits 8 15 15 -
Company Audits 10 12 14 +2
Lease/Unit Audits 20 20 24 +4
Exception Resolution
Resulting in:
- Company Audits - 2 4 +2
- Lease/Unit Audits - 4 8 +4
Litigation Support
(Caseload) 146 176 186 +10
Cooperative Audits
- Section 202 of FOGRMA = 2 4 +2
- Unfunded Cooperative 8 2 2 -—
- Funded Cooperative 1 - - .
Delegated Audits = 8 9 +1

Increase from FY 1986 Base

(Dollar amounts in thousands)

FY 1986 FY 1986

Base Estimate Difference
(%) 10, 180 10,288 +108
(FTE) (197) (197) (===)

Delegated Authority and Cooperative Audit Efforts with States (+5398,000)

The Department of the Interior has received petitions from eight States for
delegation of audit authority under Section 205 of the Federal 0il and Gas
Royalty Management Act of 1982. The proposed increase is needed to fund
additional delegated audit effort. This increase to the FY 1986 base of

$1.5 million will provide a total of $1.9 million earmarked for States' and
Indian Tribes' use and dedicated to increasing audit recoveries to the Western
States and Indian Tribes. The increase is partially offset by extending into
FY 1986 reductions totalling $108,000 identified in the General Administration

MMS-89



budget activity under Section 2901 of the Deficit Reduction Act of 1984. These
savings are proposed to be redirected to the the Mineral Revenue Compliance

subactivity. The remaining $290,000 is offset by the following reductions
in this subactivity.

Product Value Information (-$200,000)

The FY 1985 budget provided $200,000 for an abstract service to obtain product
value information from numerous sources. This information would support
economic and regulatory analysis required for product value determinations
resulting from AFS product valuation exception processing. This amount is not
needed in FY 1986 because the AFS product valuation exception processing module
will not be functionmal until FY 1987. Thus, a decrease of $200,000 in this
subactivity can be redirected to the increase required for delegated authority
and cooperative audits.

Additional Suboffice (-590,000)

In FY 1985, the Royalty Compliance Division opened a suboffice in Los Angeles,
California, to provide more effective audit capability. A decrease of $90,000
in FY 1986 is possible because the one-time costs associated with establishing
this office will not be repeated in FY 1986.

Distribution of Change by Object Class

The object class detail for the net proposed $108,000 increase is as follows:

Amount (5000)

Transportation of Things .eeeervsassssrscnanssassscasanes § =31
Communications, Utilities, and Other Rents esecoesceesoscce -17
Other sErViCES L B A8 B A S B AN P B R AE NP A EAS LN SIS SRR A B +198
BEaME copoucoooaceC00DO000D000000000000C0000000000000 =42

TOTAL s vecvosesscsonosoacssnansanrsssonanansansnsnsss $ +108
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Justification of Program and Performance

Activity: Royalty Management
Subactivity: Systems Development and Operation
(Dollar amounts in thousands)
FY 1985 Inc. (+) Inc. (+)
Enacted FY 1986 FY 1986 Dec. (=) Dec. (=)
Subactivity To Date Base Estimate from 1985 from Basge
Systems
Development
and (%) 16,748 16,496 14,546 -2,202 -1,950
Operation (FTE) (61) (61) (61) (-~=) (-—=)
Total ($) 16,748 16,496 14,546 -2,202 -1,950
Requirements (FIE) (61) (61) (61) (---) (-==)

30 U.5.C. 181, et segq.
P.L. 66-146

43 U.S.C. 1331, et seq.
P.L. 83-212

30 U.S.C. 1001, et seq.

P.L. 21-581

30 U.5.C. 181, et seq.
P.L. 97-78

30 U.8.C. 1701, et seq.
P.L. 97-451

The Mineral Lands lLeasing Act of 1920, as amended,
provides for classification and leasing of coal,
oil, oil shale, naturzl gas, phosphate, and sodium
and the payment of bonuses, rents, and royalties
on such leases.

The Quter Continental Shelf Lands Act of 1953,
ag amended, extended the jurisdictiom of the
United States to the Outer Continental Shelf;
provided for granting of leases to develop
offshore energy and minerals; and provided for
bonuges, rents, and royalties to be paid in
connection with such leases.

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 pro-
vides for combined hydrocarbon leases and receipt
sharing with the States for such leases within
their boundaries.

The Federal 0il and Gas Royalty Management Act

of 1982 provides for cowprehensive fiscal and
production accounting and auditing systems to
provide the capability to accurately determine
0oil and gas royalties, interest, fines, penalties,
fees, deposits, and other payments owed, and to
collect for such amounts in a2 timely manner.
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Systems Development and Operation

Objectives

o Operate and maintain computer operations.

¢ Continue a controlled program of systems enhancements to maintain the
present computer configuration at maximized efficiency and proceasing
capability.

Base Program

The Systems Development and Operation subactivity provides computer and

related high-technology systems support for the Royalty Management operating
programs. This includes: (1) planning, designing, and imnstalling new software
systems; (2) modifying and enhancing operating systems to meet changing needs
or to increase efficiency; (3) operating and maintaining the systemsa; and

(4) determining, obtaining, installing and maintaining necessary hardwvare.

Planning, designing, and installing new software systems.

Royalty Management has three major operating systems, the Auditing and Financial
System (AFS), the Production Accounting and Auditing System (PAAS), and the
Bonus and Rental Accounting Support System (BRASS). Although these systems and
their functione are described in the Royalty Collections subactivity, the
design, development, inastallation and maintenance of these systems is provided
for in this subactivity.

After the AFS began operation in FY 1983, it became evident that the mini-com-
puter configuration initially purchased to handle both the AFS and PAAS would

be inadequate. Thus, a Request for Proposal was issued to procure a new computer
hardware configuration that would be able to meet the capacity requirements of
AFS, PAAS, and BRASS and process information quickly enough to meet the disburse-
ment and information sharing requirements of the Royalty Management Act.

Modifying and enhancing operating systems to meet changing needs or increase
efficiency.

As the major systems avolve from the developmental stage to a production mode,
some of the resources dedicated to initial development will be redirected to
continuing modification and enhancement effortse. System enhancements will
continue to occur on the exieting mini-computer configuration in order to main-
tain and ensure its operability and maximized processing capability. A combina-
tion of in-house and contractual resources have been incorporated into the
Rovalty Management Program to provide the capability to modify the systems as
required in response to changing demands.

Exemples of such enhancements are:

o Modifying program functionality to make on-line inquiry easier
and more responsive to the user;

o Reformating of online and hard copy report formats based on
user experience;
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o Recoding programs to add new features needed by users; and

o Removing programs or parts of programs that are found not to
be useful or have become obsolete because of changing legisla-
lative or other conditions.

These improvements, or enhancements, will make the system run better and, in
the long rum, minimize the further escalation of operational costs by improving
hardware, software and user efficiency. Any system or systems which are not
continually enhanced will soon lose their viability and retreat from their
state-of-the-art condition. The history of the old Royalty Accounting System
is indicative of what can happen when continuing enhancement is not part of
steady state operation of complex systems like the AFS and PAAS.

Operating and maintaining the systems.

As additional functions and payors/reporters are placed in operation, the opera-
tions and maintenance function takes on increasing importance. The operations
and maintenance function is performed by coatract. Services encompass the
following functions:

o Computer operations - The computer center is operated 24 hours a day,
7-days a week. This includes responsibility for systems monitoring,
system software maintenance, hardware maintenance, and peripheral
maintenance and security.

o Data entry — Data entry and data certification services for all three
systems.

o Software maintenance - Maintenance of all applications code and support
systeme code, systems testing and the installation of fully tested software
into the production mode.

o Additional support services - In addition, support services such as
micrographics, reproduction, tape storage, and similar services are
provided.

The Royalty Management Program systems are complex to maintain and operate,
especially considering the amount of data stored, manipulated, and processed
and the number of integrated programs which are used in production during
each monthly processing cycle,

Determining, obtaining, and installing necessary hardware.

Systems capacity and program requirements have changed frequently since the
improved eystems design began a few years ago. The Systems Development
staff must continually examine the adequacy of current hardware in meeting
the short- and long-term needs of the Royalty Management Program. They are
responsible for determining the need for, acquiring, and installing any
necessary equipment.

During FY 1983 and FY 1984, additional mini-computer and interconnecting equip-

ment was acquired and installed to meet critical capacity needs. However, it
had become apparent by early FY 1983 that the current computer hardware configu-
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ration would not be able to meet the projected capacity needs once all three
systems became fully operatiomal. A Request for Proposal was issued to acquire
a new hardware configuration to meet longer term needs for program workload.

A decision on whether to move to a new hardware configuration has been deferred
pending a review by the Department's Information Resources Council and a deci-
gsion by the Secretary. If a decision is made to continue with this procurement
action, the Systems Division will have overall responsibility for overseeing
the installation of and conversion to the new system while operating and
maintaining the current system.

Selected workload factors for Systems Development and Operation are:

Increase(+)
FY 1984 FY 1985 FY 1986 or
Actual Estimate Estimate Decrease(-)
Computer Programs Operated
and Maintained 859 859 859 -
Data Base Maintained {Mega Bytes) 2,960 3,840 3,840 --
Lines of Program Code Maintained 1,370,000 1,370,000 1,370,000 -
Decrease from FY 1986 Base
(Dollar amounts in thousands)
FY 1986 FY 1986
Base Estimate Difference
(%) 16,496 14,546 -1,950
(FTE) {61) (61) {~==)

New Computer Hardware Configuratiom (-%$5,000,000)

During FY 1983, the Systems Development staff issued a Request For Proposal to
acquire new hardware and convert the existing software to operate on the new
hardware. Initial proposals were received in February of 1984.

However, a decision on whether to move to a new hardware configuration and
associated software conversion has now been deferred pending a reappraisal
of system requirements. As a result, a decrease of $5,000,000 is being
proposed, which represents funding amounts appropriated for FY 1985 in this
subactivity for hardware leasing and software conversion costs.

Operation and Maintenance (+$3,050,000)

Operation and maintenance of the automated Royalty Management accounting
systems is performed primarily by contract personnel.

The FY 1985 budget includes $6,450,000 for these operation and maintenance
contractual costs. Of this total, approximately 19 percent is for data
entry, 55 percent for facility operations, and 26 percent for software main-
tenance. This amount is insufficient whether a decision is made to go with
the new hardware configuration or the Royalty Management Program continues to
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operate in its present computer environment.

If a decision is made not to move to a new hardware then funds will be critical
for the additional operation and maintenance needed on the present mini-computer
configuration. The aging nature of the existing equipment and applications
software will require additional maintenance and operational control over the
daily production cycle. The following functions would need to be performed
which are critical to the program mission.

o Installing new system software releases provided by the mini-computer
vendor to improve system efficiency. Approximately 45 percent of the
increase requested would be applied to this facility operations activity.

o Undertaking an aggressive program of applications software enhance-
ment to meet user requirements and reduce processing time. Approximately
35 percent of the increase requested would be applied to this software
maintenance function.

o Upgrading maintenance of the "aging" applications software. Approximately
20 percent of the requested increase would be applied to this software
maintenance function.

These are minimum requirements to maintain the present mini-computer configura-
tion in a mode that will allow performance of the program mission at minimum
performance levels. Funds for these activities do not exist in the base and
are, therefore, requested as an increase to this subactivity.

Distribution of Change by Cbject Class

The object class detail for the proposed $1.95 million decrease is as
follows:

FTE Amount ($000)
Communications, Utilities, and Other Rents +:eeeees -— -52,400
Other Services siinscesssrovecsnmrsnsonossasnossasns +450
Y9EIL nonDOnoOCO0000CO0CLNBoOAB00aGan0aABAaa0a -$1,950
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Activity Summary

Summary of funding by Subactivity

(Dollars in thousands)

FY 1985 Inc.{+)
FY 1984 Epacted FY 1986 FY 1986 Dec.(-)

Subactivity Actual To Date Base Estimate from Base
Executive Direction 3,375 3,293 3,266 3,251 -15
Administrative Operations 10,006 10,045 9,228 9,178 -50
General Support Services 7,285 9,889 9,889 9,846 =43
Total 20,666 23,227 22,383 22,275 -108

Activity: General Administration

The General Administration activity provides support for the program responsi-
bilities of the Minerals Management Service and is divided into three budget
gubactivities: Executive Direction, Administrative Operations, and General
Support Services.

Executive Direction. The Executive Direction subactivity provides budget
authority and FTE ceiling for the Office of the Director and his immediate
staff, the Office of Congressional and Legislative Affairs, the Office of
Minerals Management Informatiom, the Office of Equal Employment Opportunity,
and the 0ffice of the Assistant Director for Program Review. These functions
provide for overall program leadership, direction and policy guidance, budget
formulation and execution, program review and evaluation, and management
coordination of all the responsibilities of the Minerals Management Service,
The Office of the Director provides centralized program policy development and
guidance to all Minerals Management Service activities nationwide, and thereby
precludes the need for subordinate policy staffs at multiple geographic leca-
tions. The Office of the Assistant Director for Program Review will continue
to provide centralized policy and procedural staff that assures resources are
utilized effectively, that the functions of the organization are accomplished
as approved by the Administration and the Congress, and that the program
policies of the Director are implemented and completed effectively,

Administrative Operations. The Assistant Director for Administration is respon-
sible for the administrative activities of the Minerals Management Service.

These administrative functions include Financial management; personnel management
and training; safety and health program management; procurement; property

and space managemeat; office services; personnel and physical security; and
information resources management functions, such as automated data processing,
mandgement analysis, records and paperwork management, and printing. 1In carrying
out these responsibilities, the Assistant Director is supported by four head-
quarters divisions and three Field Administrative Service Centers. The four
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headquarters divisions are Financial Management, Personnel, Procurement and
General Services, and Information Resources Management.

General Support Services. The General Support Services ackivity includes
funding for costs such as Federal space rental, Federal Telecommunications
System (FTS), postal sarvices, commercial communications, and support services
providad by the Geological Suxrvey. The Geological Survey will provide services
for the library, certain data processing and computer time, and general
administrative functions under a negotiated reimbursable agreement. Such
services will continue to be provided as long as the Bureaus are colocated.
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Justification of Program and Performance

Activity: General Administration
Subaectivity: Executive Direction

(Dollar amounts in thougsands)

FY 1985 Inc. (+) Inc. (+)
Enacted FY 1986 FY 1986 Dec. (-) Dec. {~)
Subactivity To Date Base Estimate from 1985 from Base
Executive (5) 3,293 3,266 3,251 =42 =15
Direction (FTE) (73) (70) (70) (-3) (——=)
Total &) 3,293 3,266 3,251 =42 ~15
Requirements (FTE) (73) (70) (70) (-3) (-
Secretarial Order No. 3071 The order established the Minerals Management

Service under authority provided by Section 2
of Reorganization Plan No. 3 of 1950
(64 Stat. 1262).

Executive Direction

Objectives

o Provide executive leadership, policy, direction, and program management
for all responsibilities of the Minerals Management Service.

Base Program

The Executive Direction activity is comprised of the Director and immediate
staff, Office of Congressional and Legislative Affairs, Office of Minerals
Management Information, Office of Equal Employment Opportunity, and the
Assistant Director for Program Review, and support staff.

The Office of the Director is responsible for providing general policy guidance
to and management of the organization. As the Chief Executive Officer,

the Director reports to the Assistant Secretary for Land and Minerals Management
and provides general policy and management direction to the organization.

The Office of Congressional and Legislative Affairs serves as the primary
point of contact between the Minerals Management Service and the Congress

and provides information and assistance in response to inquiries by Members

of Congress or congressional staff and committee personnel. Specifically,

the Office evaluates or coordinates the evaluation of legislative proposals
affecting MMS responsibilities, maintains continuing communication regarding
programs and pclicies, items of legislative action, statements of positions on
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matters under considaration by the Congress, legislative initiatives, prepara-
tion and coordination of testimony for witnesses, coordinating arrangements for
congressional authorizing committee hearings and meetings, and congressional
activity that affects or may affect the Minerals Management Service.

The Office of Minerals Management Information provides advice to the Diresctor
and other officials on policy and procedures for disseminating information
about program activities and products to the public through the press and

news media. The office also prepares and distributes news releases to the
print and electronic media and responds to inquiries Erom the media and the
public or refers such inquiries to other officials. Close liaison with the
Secratary's Office of Public Affairs and counterpart offices within the Deparc-
ment and other agencizs is maintained. Guidance is provided on Fresdom of
Information Act activities and procedures.

The Office of Equal Employment Opportunity develops, directs, monitors,
and operates the Equal Employment Opportunity (EEQ) Program in compliance
with the Civil Rights Act of 1964, the Equal Employment Opportunity Act of
1972, Executive Order 11478, Departmental directives, and other related
statutes and orders. The OEfice also administers the EEQ program which
includes the discrimination complaint system, counseling, development and
implementation of equal employment opportunity and affirmative action
plans, special emphasis programs, and EED-related training. The office
also provides expertise and leadership for other civil rights matters and
technical assistance Eo supervisors and managers.

The Assistant Director for Program Review is responsible for assuring that
resources are utilized effectively in support of the missions of the

Minerals Management Service. The functions of this organization include
planning for and allocating budgetary resources in support of the varied
operating and support programs; delineating general, strategic and long-range
goals and objectives; developing and evaluating policy initiatives; determining
the effectiveness of management and internal controls in meeting program goals
and objectives; preparing recommended decisions in appeals arising from the
decisions of operating officials; and maintaining liaison with department
offices and other Government agencies regarding planning and execution

and program evaluation., In carrying out these responsibilities, the Assistant
Director is supported by three headquarters divisions: Budget, Internal
Review, and Appeals.

Budget. The Budget Division provides analysis, policy guidance, and recommen-
datons regarding budget and program formulation and justification; assures
proper fund and staff allocation and budget execution in accordance with the
law, congrzssional, departmental, and bureau program directives, goals, and
objectives; and devslops, prepares, and maintains budget data and rceports.
Other specific tasks include coordinating the Bureau's management by objectives
program and other tracking systems; assessment of curtent budgetary resources
measured against priorities; assisting in the presentation and explanation of
budget submissions to the Department, the Office of Management and Budgst
(04B), and the Congress; the preparation of recommendations to senior management
for operational Funding and personnel allocations; and installation and main-
tenance of budget systems which relate the accomplishment of mission objectives
to the expenditure of appropriated funds and use of personnel resources.
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Internal Review. The Internal Review Division conducts avaluations of MMS
programs to determine the degrze of program performance and success. It is
responsible for monitoring follow-up and implementations of internal reviaw
and evaluation recommendations.

The Internal Review Division also serves as the central point of contact,
control, and coordination for comments and actions resulting from General
Accounting Office and Qffice of the Inspector General reports. The
development, installation, and monitoring of iaternal control systems to
prevent Ffraud, wasts, and abuse is another responsibility as prescribed in the
provisions of OMB Circular A~123.

In addition to its program evaluation and audit liaison responsibilities, the
Internal Review Division also conducts special studies and analyses of Minerals
Management Service programs and policies. It provides an analytical consulta-
tion and review capability within the agency to assure proper policy analysis
and development of programs.

Other responsibilities include providing (1) On-site internal reviews of the
Royalty Management Program's automated Fiscal and production accounting systems;
{2) ongoing oversight of systems security and Fiscal integrity of internal
minerals revenue accounting and management systems; (3} a review and assessment
capability to assure proper application of sound accounting collection and
disbursement proceduras; (4) methods for improving operations; and (5) a

system of tracking and reporting on follow-on actions in response to the reports
of the Office of the Inspector General and General Accounting Office required
under OMB Circular A-70.

Appeals. The Appeals Division is responsible for the administration of the
appeals process within the MMS through direct staff support of the appellate
responsibilities of the Directoer (and the Deputy Assistant Secretary for Indian
AEfairs when Indian lands or other mattsrs are involved) pursuant to 30 CFR
Part 290 - Appeals Procedures. Specifically, the Division of Appeals is the
authorized representative of the Director for the purpose of reviewing, consi-
dering, and preparing recommended decisions on matters within the jurisdiction
of the MM5 in accordance with existing policies, regulations, and procedures
involving appeals from final orders or decisions of MMS officials. These
responsibilities include program and policy liaison and coordination between
the various MMS programs, other Bureaus and Department offices, and various
segments of the Federal Government and the private sector.

Other duties include: (1) Advisiog and briefing MMS management and other
Department officials on appeals and selected issues requiriag broad policy
and program determinations; (2) administering and expediting the appeals
process within the MMS as well as improving appeals procedures and {3) imple-
menting and maintaining an electronic case docketing and status reporting
system in order to track appeals and provide appropriate status, management
information, and other reports.
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Decrease from FY 1986 Base

(Dollar amounts in thousands)

FY 1986 FY 1986
Bage Estimate Difference
{8) 3,266 3,251 -15
(FTE) 70 70 -

Savings realized in 1985 through implementation of Sectiom 2901 of the
Deficit Reduction Act of 1984 are continued in 1986. These amounts are
available by consolidating planned mission travel and by reducing trips
related to training. These savings will be redirected to partly offset
a proposed increase in the Mineral Revenue Compliance subactivity of the
Royalty Management Program.

Distribution of Change by Object Class

The object class detail for the proposed $15,000 decrease is as follows:
FTE Amount (3000)

WENAS1L coonooooo00000000000CA000000DC00000 - =15
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Justification of Program and Performance

Activity: General Administration
Subactivity: Administrative Operations

(Dollar amounts in thousands)

FY 1985 Inc. (+) Inc. (+)
Enacted FY 1986 FY 1986 Dec. (-} Dec. (-)
Program Elements To Date Base Estimate from 1985 from Base
Administrative Direction
and Coordination ($) 187 181 180 -7 (-1)
(FIE) (4) (4) (4) (== (==
Financial Management (%) 1,099 1,042 1,036 -63 {-6)
(FTE) (24) (24) (24) (-=) =S
Personnal Management (%) 1,440 1,266 1,257 -183 (-9)
(FTE) (37) (33) (33) (-4) (=)
Procurement and General
Services ($) 2,048 1,854 1,845 -203 (-9)
(FTE) (54) (50) (50) (-4) (--)
Information Resources
Managemant (%) 1,950 1,773 1,765 -185 (-8
(FTE) (38) (34) (34) {=4) (==
Field Administrative
Services (3) 3,321 3,112 3,095 -226 (-17)
(FTE) {73) (69) (69) (=4) {==)
Total Requirements ($) 10,045 9,228 9,178 ~867 (-~50)
(FTE) (230)  (214) (214) {-16) (—)
31 U.5.C. 65 Budget and Accounting Procedures Act of 1950
P.L. B84-863
31 U.S.C. 3901-3906 Prompt Payment Act of 1982
P.L. 97-177,452
31 U.8.C. 3512(c) Federal Managers' Financial Integrity Act of 1982
P.L. 97-255
5 U.5.C. 552 Freedom of Information Act of 1966 {amended
P.L. 89-487, 93-502 in 1974)
29 U.5.C. 651 Occupational Safety and Health Act of 1970
P.L. 91-596
40 U.5.C. 471 Federal Property and Administrative Services
P.L. 81-152 Act of 1949
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41 U.8.C. 35-45 Walsh Healy Public Contracts Act of 1936
P.L. 74-84%

41 U.5.C. 351-357 Service Contract Act of 1965

P.L. 89-286

4] U.S.C, 601-613 Contract Disputes Act of 1978

P.L. 95-563

44 U.§.C. 35 Paperwork Reduction Act of 1980

P.L. 96-511

44 U.5.C, 2101 Federal Records Act of 1950

P.L. B1-754

40 U.S.C. 486(c) Federal Acquisition Regulation of 1984

5 U.5.C. 552(a) Privacy Act of 1974

P.L. 93-579

31 U.8.C. 3501 Accounting and Collection

P.L. 97-452

31 U.5.C. 3711,3716-19 Claims

P.L. 97-452

31 U.5.C. 1501-1557 Appropriation Accounting

5 U.5.C. 1104 et seq. Delegation of Personnel Management Authority
Secretarial Order No. 3071 The order established the Minerals Management

Service under authority provided by Section 2
of Reorganization Plan No. 3 of 1950
(64 Stat. 1262).

Administrative Operations

Objective

o Provide continuing administrative direction and coordination to support
the technical and mineral revenue collection programs of the Minerals
Management Service (MMS).

Base Program

The Administrative Operations subactivity consists of the following functions:
Administrative Direction and Coordination, Financial Management, Personnel,
Procurement and General Services, and Information Resources Management.

These functions are directed and carried out at headquarters and through three
Field Administrative Service Centers (ASC's).

Administrative Direction and Coordination is carried out by the Assistant
Director for Administration and his immediate staff. The staff is responsible
for (1) compliance with laws relating to administrative activities; (2) the
review, interpretation, and implementation of Federal executive branch adminis-
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trative policies and procedures; and (3) the development of appropriate organi-
zational guidance to assure compliance with Department, Office of Management
and Budget, General Services Administration, and other executive branch admin-
trative policies and regulations. The Assistant Director is also responmsible
for the oversight of administrative activities of the MMS, inecluding financial
management, personnel management and training, management analysis, management
of automated data processing, procurement, property and space management, office
gservices, records management, personnel and physical security, safety, and the
printing of publications. Liaison is maintained with departmental offices in
order to effect a coordinated and unified MMS administrative program consistent
with the mission and goals of the Department of the Interior. The Assistant
Director for Administration provides direct administrative support Lo MMS
managers nationwide through three Field Administrative Service Centers.

Financial Management is carried out by the Financial Management Division which

is responsible for formulating and administering the financial management
program. The Division develops and implements policies, procedures, guidelines,
and standards related to financial management and provides liaison with the
Department on financial management and related activities. This program includes
central coordination and control of an integrated expenditure and obligation
reports system; control and implementation of cost, allotment, and general ledger
accounting; voucher and claims examination and processing; payroll processing;
and technical guidance on fiscal activities performed throughout the MMS.

Priorities for FY 1986 will focus on incorporating user requirements in the
financial management system installed in FY 1985. MMS will expand input of
commitment data entry to field locaticns to provide management with complete
obligation data. Concurrently, emphasis will be placed on the dissemination

of financial data via remote terminals and printers and expanded core reporting
for program and management staffs. Additionally, development will proceed on an
integrated property management system, procurement management information system,
and modification of the automated travel subsystem to provide additional infor-
mation to meet management's needs and the requirements of the Federal Managers'
Financial Integrity Act of 1982. A new effort will be initiated to distribute
all labor costs concurrent with the payroll to accurately reflect project costs
in monthly Financial statements on a current basis. This will eliminate undis-
tributed labor costs in the system. Work to upgrade the financial system
installed in FY 1985 will begin in FY 1986.

Major selected program outputs for the Financial Management Division are:

FY 1984 FY 1985 FY 1986 Inc. {(+) or
Actual Estimate Estimate Dec, (-}
Employee Payroll Processed 1/ 2,150 2,150 2,100 -50
Recording Committments & Obliga-
tions -2/ 14,500 21,500 +7,000
Auditing & Paying Invoices --2 19,400 19,000 -400
Auditing & Paying Travel Vouchers 6,7003£ 7,000 6,800 -200
Miscellaneous Financial
Documents Processed -2/ 2,100 2,100 ==
Cash Management Reports Processed -2 16 16 -
Debt Management Reports Processed -=2/ 16 16 ==
Financial Policies and Procedures 25 40 30 -10
Developed
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FY 1984 FY 1985 FY 1986 Inc. (+} or

Actual Estimate Estimate  Dec, {-)
Internal Reports Prepared 2/ 40 40 ==
External Reports Prepared %y 60 60 ==

Personnel Management is carried cut by the Personnel Division. This organiza-
tion develops and implements Bureauwide policies, procedures, guidelines, and
standards relating to general personnel management; recruitment and employment;
position management, classification, and utilization; training and career
development; personnel planning; personnel program evaluation; labor management
relations; employee relations and services; conflict of interest and ethics;
incentive awards; the Federal Equal Opportunity Recruitment Program (FEORP);
and public policy programs. Assistance and guidance related Lo personnel
matters is also provided to all levels of management in developing and adminis-
tering personnel programs. This involves day-to-day as well as long-range
personnel planning, evaluation and operational activities in: Examining,
recruitment and selection, placement, retention, pay administration, employee
development, employee relations and services, labor relations, special interest
programs, affirmative action, conflict of interest, motivation, discipline,
performance evaluation, monetary awards, insurance and annuities, attendance
and leave, appointments and processing, and a variety of personnel reports,
records, and statistics. Liaison with the OEfice of Personnel Management, the
Federal Labor Relations Authority, Qffice of the Inspector General, and the
Department of the Interior on personnel management and related issues ig
required,

Several personnel management projects and programs will receive continued
emphasis as the MMS matures. Two personnel management reviews are scheduled
for FY 1986. These evaluations will focus on operating practices; merit pro-
motion and recruitment; classification accuracy; compliance with governing
policies, regulations, and guidelines; management assistance activities; and
personnel processing. Procedures and practices related to career development
will also be developed by the Personnel Division in FY 1986. The development
of supervisors, managers, and executives will receive priority attention.
Policies, guidance, and programs will be reviewed and modified, as necessary,
to meet the needs and objectives of the MMS and the Office of Personnel
Management guidelines.

Portions of the Minerals Management Service Manual (MMSM) have not been completed
because there have been continual changes to the Federal Personnel Regulations,
Chapters will be developed and implemented to provide policy and guidarnce for

use throughout the organization in FY 1986,

Training courses in technical and administrative areas will be developed for
employees and supervisors. Directly related to this function is the requirement
to continue to refine and revise policies and procedures for performance
appraisal systems and to tailor these systems to Bureau needs. Significant

1/4pproximate number of checks per pay period.
2/Performed by Geological Survey on a reimbursable basis.
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effort will be devoted to training personnel specialists in systems operations
and developing supervisory and managerial skills in the use of these systems.

Selected program outputs for Personnel Management are:

FY 1984 FY 1985 FY 1986 Increase (+) or
Actual Estimate Estimate Decrease (-~)

Positions Reviewed 510 500 450 -50
Vacancy Annocuncements

Processed 154 150 120 -30
Classification Audits

Conducted and

Positions Reviewed 320 300 oo —
Personnel Actions

Processed 2,220 2,000 1,600 =400
PAY/PERS Processing 2,709 2,500 2,200 -300
Employment and Fimancial

Interest and Public

Disclosure Statements

Proceased 1,750 1,900 1,900 ==
Personnel Management

Evaluations Conducted 4 2 2 -
Personnel Policies/

Procedures Issued 51 60 55 -5
Training Requests

Proceased 846 1,000 850 =150
Executive/Managerial

Training Processed 109 100 100 ==
Training Courses

Developed/Presented 8 10 12 +2
MMS Performance

Appraisal/Merit Pay

Reviews Conducted 1,000 1,000 700 =300
Employee Relations

Cases Processed/Guidance

Given 650 755 755 -
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FY 1984 FY 1985 FY 1986 Increa
Actual Estimate Estimate Decrea

se {(+) or
se (-)

Labor Relations Cases
Processed /Guidance

Given 125 155 180 +25

Worker Compensation Cases,
Incentive Awards, Beneficial
Suggestions, and Retire-—
ments Processed 399 400 405

Procurement and General Services. The Procurement and General Services
develops and implements policies, procedures, and standards for the exe

+5

Division
cution

and administration of the MMS's procurement and general services programs.

The programs are designed to ensure the formulation and implementation
practices and procedures that will produce effective, economical projec
in compliance with applicable laws, regulations, and sound business dec
Technical direction is also provided to the field Administrative Servic
through the issuance of policy and by field reviews and visits.

The Division is responsible for six distinet programs which are:
1. Procurement. The procurement program includes entering into ¢

tracts, small purchases, grants, cooperative agreements, and
interagency agreements essential for fulfilling the mission of

of

£ results
isions.

e Centers

on-

the ¥MMS. Other responsibilities include managing the Small and
Disadvanraged Business Utilization Program, conducting procurement

management reviews of Eield offices, conducting cost and price
analyses, developing annual Advance Procurement Plans, and usi
procurement policy guidance to a variety of target groups, inc
private industry, senior management, contracting officers, and
the OEfshore and Royalty Management Programs.

2. Facilities Management. The facilities program manages or over

ng
luding

sees

the management of 511,456 square feet of assigned space in 41 buildings

in 27 cities. Other responsibilities include processing space
requests, conducting space utilization surveys, processing rei
sable work authorizations, and conducting annual space invento

mbur-—
ries.

At headquarters, the program is also responsible for office moves

and telephone design and ordering.

3. Property Management. The property program maintains accountab
records for over 8,000 line itams of personal property valued
$25 million. Specific responsibilitizss include conducting an
inventory of property assigned to over 1,700 employees, managi
nationwide data system, processing property transfer requests,
issuing property policy guidance Bureauwide.

4. Security. The security program involves persomnnel security, p
security, and document sacurity Buresauwide., Specific duties i
requesting backup investigations and National Agency Chaeck wit
inquiries and credit, adjudication of completed reports of inv
gations, granting security clearancas and ADP ¢learances, and
conducting security investigations and physical security revie
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5. Safety. The safety program emsures that employees are provided safe

and healthful working conditions.

Specific duties include conducting

safety reviews of MMS facilities, providing guidance to collataral
duty safety officers Bureauwide, developing a water survival safety
program, providing employees with safety training, overseeing the
disposal of toxic materials, and investigating accidents and incidents.

6. Office Sarvices. The office services program supports headquarters
activities. The program provides mail delivery services to five
buildings in the Washington metropolitan ar=a, airline tickets,
messenger services, mail shipments, etc.

Selected program outputs for Procurement and General Services are:

FY 1984 FY 1985 FY 1986 Increase (+) or
Actual Estimate Estimate Decrease (-)

Award Contracts 90 100 100 -
Award Small Purchases 1,228 1,400 1,400 ==
Adminster Contracts 279 400 450 +30
Conduct Procuremenkt

Management Reviews 4 2 2 ==
Conduct Space Utilization

Studies Layouts 3 3 3 ==
Dasign Space Layouts 204 349 419 +70
Process Telephone Orders 574 865 1,038 +173
Update Property Managament

Records 7,582 7,800 7,800 ==
Conduct Property Management

Reviews of ASC's L 1 3 3 ==
Issue Individual Iaventories

of Controlled Property 1,507 1,600 1,400 ==
Review Property Survey

Board Actions 132 70 70 S
Review and Adjudicate

Completed Reports of

Investigation 88 65 60 =

1/45C's - Fiald Administrative Service Centars.
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FY 1984 FY 1985 FY 1986 Increase (+) or

Actual Estimate Estimate Decrease {-)
Grant ADP Security
Clearances 203 50 40 -10
Conduct Security Investigations 5 6 5 -1
Conduct Safety Inspections 1o 12 10 -2
Investigate Accident Reports 37 50 50 =

Information Resources Management is carried out by the Information Resources
Management (IRM) Division which is responsible for the direction and review of
the MMS's IRM programs. The IRM programs are automated data processing (ADP),
oEfice automation, transmission of data, data administration, computer literacy,
micrographics, records and paperwork, directives, graphics, printing, management
analysis, Information Collection Budget, Federal Register documents processing,
Privacy Act compliance, and Freedom of Information Act actvities. The IRM
Division is also responsible For providing technical support in the information
technologies.

During FY 1986, long range plans for the use of informakion technologies
will be integrated with similar plans in the Department of the Interior.
Data standards will be developed which will improve the sharing of data
between Offshore Minerals Management, Royalty Management, and other Bureaus.
Administrative systems will be simplified and integrated.

Management teviews, system studies, analyses, and special projects will be
conducted., The IRM Division will develop and provide advice on MMS organi-
zation plans; review and comment on directives which affect managememt systems;
and provide guidance to program offices on the preparation, review, and issuance
of Federal Register documents and delegations of authority issuances. Policy

and procedures will be reviewed to ensure compliance with the Paperwork Reduction
Act of 1980, Federal Records Act of 1950, and the Privacy Act of 1974.

A number of activities will be continued into FY 1986. IRM inventories will
be maintained. Standards for records filing, rztention, and disposition will
be monitored. Many records will be cooverted to microform. ADP security will
receiva major emphasis., The level of computer literacy will rise. The system
life cycle management program will be expanded. Administrative ADP systems
will be maintained and improved.

Selected program outputs for Information Resources Management are:

FY 1984 FY 1985 FY 1986 Increase (+) or

Actual Estimate Estimate Decrease (-)
Managemenf Reviews 4 7 6 -1
Planning Documents 1 2 2 -
ADP Acquisition Review 234 200 200 ==
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Departmental IRM Projects
Adminigstrative Systems Supparted
Inventories Devaloped

Word Processing Acquisition
Reviews

Printing Acquisition Reviews

Inventories Updated or
Maintained

Policies Processed
Documents Processed
Records Management Training

Sessions Conducted

Field Adminlstrative Sarvices.

FY 1984 FY 1985 FY 1986 Increasa (+) or
Actual Estimate Estimate Decrease (-)
7 10 11 +1
9 12 13 +1
28 4 - -4
34 65 65 ==

632 750 750 -

9 7 7 ==
126 150 120 =30
224 230 240 +10
- 7 3 4

Direct adminstrative support is provided to

managers through Fizld Administrativa Service Centers (ASC's), located in prox-
imity to program offices in the field.
field activities of the MMS, except for the Atlantic OCS Region, which receives

support directly from the Office of Administration Headquarters.

These ASC's provide services to all

The OfFice of the Assistant Director for Administration and the Field Admini-
strative Service Centers are structured to assist managers in matters related
to personnel, safety, security, space and property management, procurement
and contracting, Information Resources Management activities, and financial

management.

Selected program outputs for the Fileld Administrative Service Centers are:

Small Purchases Processed

Contracts Awarded (including
amendments and modifications)

Contracts Administered
Property Actions

Space Utilization Studies/
Layouts {work stations)

MMs=-110

FY 1984 FY 1985 FY 1986 Increase (+) or
Actual Estimate Estimate Decrease (-)
2,880 3,420 3,420 -
130 160 160 =
160 181 195 +14
2,714 3,300 3,400 +100
22 117 110 o/



FY 1984 FY 1985 FY 1986 Increase (+) or
Actual Estimate Estimate Decrease (-)
Work Authorizations/

Building Repairs 141 662 270 =302
Process Telephone Orders 1,998 2,500 2,700 +200
Safety Inspection/Aceident

Reports 40 87 88 +1
Security Clearances 721 873 880 +7
Pogsitiona Reviewed 782 1,000 1,100 +100
Vacancy Announcements Processed 372 350 350 -—
Training Courses Developed 49 39 40 +1
Training Requests Processed

and Reviewed 3,957 4,200 4,200 —
Personnel Actions Processed 8,255 8,500 8,500 -
Employee & Labor Relations &

Incentive Awards Cases

Processed/Guidance Given 2,038 2,110 2,110 -
PMIS Data Base Transactions 1/ 3,055 5,400 6,050 +650
BPA Calls Processed 2/ 4,879 5,730 5,730 -
Imprest Fund Actionms 1,924 2,250 2,250 ==
PAY/PERS Input 47,865 50,950 50,950 --

Decrease from FY 1986 Base

FY 1986
Base

(%) 9,228
(FTE) (214)

FY 1986
Estimate

9,178
(214)

{Dollar amcunts in thousands)

Difference

=50

The reduction of $50,000 in FY 1986 results from the continuation of savings
realized in FY 1985 by implementing Section 2901 of the Deficit Reduction Act
of 1984. Administrative Operations travel will be reduced relating to training

and by consolidating planned field trips.

These savings will be redirected to

partly offset a proposed increase in the Mineral Revenue Compliance subactivity

of the Royalty Management Program.

17 pMIS - Procurement Management Information System

2/ BPA - Blanket Purchase Agreement
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Distribution of change by object class

The object clasa detail for the proposed $50,000 decrease is as followa:

FTE Amount ($000)
Travel ccececcacessessvassssssscsssvssansnacas - _$50
Total AS4 S PG ESABBRBEEPOTRPEFER AN ESEEEES _$50
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Justification of Program and Performance

Activity: General Administration
Subactivity: General Support Services
(Dollar amounts in thousands)
FY 1985 Inc. (+) Inc. (+)
Enacted FY 1986 FY 1986 Dec. (=) Dec. (-)
Subactivity To Date Base Eatimate from 1985 from Base
General Support (%) 9,889 9,889 9,846 =43 =43
Services (FTE) (--) (--) (--) (==) (~=)
Total (%) 9,889 9,889 9,846 -43 =43
Requirements (FTE) (==) (--) (-=) (-=) (—)

Secretarial Order No. 3071 The order established the Minerals Management

Service under authority provided by Section 2
of Reorganization Plan No. 3 of 1950
(64 stat. 1262).

General Support Services

Objectives

o Provide adequate and safe work space and facilities that will contribute to
the productivity and efficiency of the employees of the Minerals Management

Service in achieving goals and objectives.

o Provide appropriate services to support the operating programs.

Base Program

The General Support Services subactivity includes funding for fixed costs and

support services for all of the MMS. Services are provided in part by
reimbursable agreement with the Geological Survey. Fixed costs include
expenses for Standard Level User Charges (SLUC), Federal Telecommunica-
tions System (FTS) service, and postage, etc. SLUC, which is estimated at
$6.54 million in FY 1986, is the payment to General Services Administration
(GSA) for all Federal building space rental and associated expenses for the
normal 40 hours, 5-day workweek, This includes the cost of space of the
John Wesley Powell Building headquarters complex in Reston, Virginia, which
is presently being shared with the Geological Survey.
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The estimated FTS cost of $0.66 million is based on FY 1984 actual charges aand
FY 1985 estimates. Commercial communication expenses of $0.521 million include
local and long distance communication services and switchboard/directory listing.
Postage expense of $0.495 million is based on 1984 actual costs and estimated
charges for FY 1985. A summary of the above and other expensas for General
Support Services is shown below:

(Dollar amounts in thousands)

Estimated FY 1986 Expenses Cost

Standard Level
User Charge (SLUC) 6,539

Commercial Communicatioms L1/ 521

Federal Telecommunications

System 660
Postage 495
Department of Interior Working 411

Capital Fund Charges

Employees Compensation
Fund 15

Total 2/ 58,701

The Geological Survey will continue in FY 1986 to provide the following services
under a reimbursable agreement since it is more cost effective because the
Bureaus are colocated:

1. Library services, including circulation, inter-library borrowing,
and reference and data base searching.

2., CGComputer services, including computer time and available data pro-
cesging services for Multics and Amdahl computer systems related to
administrative and program support systems.

3. General administrative services for headquarters including office
support, transportation, delivery and atorage of supplies and eguip-
ment, health unit, shipping and receiving, and mail.

1/ For headquarters offices in the Washington, D.C., area only; other commercial
communication coata are funded by operating programs.

2/ The balance of total funding ($1.145 million) represents other miscellaneous

costs such as unemployment compensation and services provided under reim-
bursable agreements with the Geological Survey and the Bureau of Reclamation.
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Decrease from FY 1986 Base

FY 1986 FY 1986
Base Estimate Difference
($) 9,889 9,846 =43

(FTE) - - -

General Support Services will save $43,000 in FY 1986 by continuing to operate
two administrative support vehicles planned for replacement. Additionally,
funds in the base which had been planned to acquire a van will not be needed
since an operational vehicle has been acquired through property transfer,
Minerals Management Service will continue to lease one passenger motor vehicle
during 1986 to continue savings initially identified in FY 1985. These savinge
will be redirected to partly offset a proposed increase ian the Mineral Revenue
Compliance subactivity of the Royalty Management Program,

Distribution of change by object class

The object class detail for the proposed decrease is as follows:

Amount ($000)

Equip‘ment S P9 NN BFEBS I A N IEF AR I P RN AISIAINIPEEPEPEI RS -$43
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Sunmary of Requirements by Object Class

(Dollar amounts in thousands)

Inc. (+)
or
1986 Base 1986 Estimate Dec. (=)
Appropriation: Minerals and Royalty FIE Amount FIE Amount FIE Amount
Management
Ob ject Class
11. Persomel compensation:
11.3 Positions other than permanent.... 203 3239 203 3239 —_ ==
11.5 Other persomel compensation...... 46 1847 46 1847 - -
Total persommel campensation.... 1999 60067 2000 59786 +] -281
Other Objects
12,1 Persomel benefitS.euseesesncncass 9241 9202 -39
13,0 Benefits for former persomnel..... 512 512 —_
21.0 Travel and tramsportation
of persomel.cecvenconaccnses 0ODoG 3843 3631 =212
22.0 Trznsportation of thingS..ccsesass 653 653 —
23.1 Standard Level User ChargeS....... 6539 6539 -
23,2 OCther rent, comm., and utilities.. 431 2461 =2400
24.0 Printing and reproduction...esssss 1494 1314 -180
25.0 Cther serviceS.cceseecssssasnsssa C 66792 63735 -3057
26.0 Supplies and materialsS,.cceeeeesss 2163 2163 -
31-0 muimt--on.c--n'---.---a‘-.---c 4229 4229 _
41.0 Grants, subsidies and
contrihltions-.----.-n-o--to----c- - - -
42,0 Insurance c¢laims and indemnities.. 16 16 —
Total requirementsS.ve-essscesss c 160410 154241 6169
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DEPARIMEIT (F THE INTERICR
MINERALS MANAGEMENT SERVICE
MINERALS AND ROYALTY MANAGEMENT

Program and Financing ( in thousands of dollars )

FY 1984 FY 1985 FY 1986
14-1917-0~1-302 Actual Estimate Estimate
Program by activities:

Direct program:
00.0101 OQuter Continental Shelf Lands... 108336 100241 94410
00.020]1 Royalty Management..cecsesccanss 35462 39092 37448
00.0301 General AdministratioN..«veeeess 20447 23227 27383
00.9101  Total direct program.ssssesds 164245 162560 154241
01.0101 Reimbursable prograf.sssvessecas 9% 1130 1130
10.0001 Total obligationS..eeeeescrsves 164339 163690 155371
Financing:
Offsetting collections from: .
llloml Faeral futﬂs.....-----..-....-- _72 -llm _llm
14.000] Mon—Federal sourceS...vsasaresss =22 =30 =30
25.0001 Unobligated Balance lapsing..... 380 — —
39.0001 Budget authority(appropriation). 164625 162560 154241
Budget authority:

40.0001 Appropriation..ceeersnass 5600500 164625 166818 154241
40.0002 Reduction pursuant to PL 98-473, _— -3336 —_
41.0001 Transfered to other accounts.... — =922 —
43.0001 Appropriation (adjusted)..es..... 164625 162560 154241
Relation of obligations to outlays:
71.0001 (bligations incurred, NEt.sveea. 164245 162560 154241
72,4001 Cbligated balance, start

Of yeari.eeievessennsressosancas 63027 69297 47570
74.400]1 Obligated balance, end

of year...... 0000000000000Ga0CAC 69297 ~47570 ~42624
77 0000 Adjustments to expired

ACCOUNES evvessrsorsnvanservnnasn -683 — —
90.0001 QutlaySesesessssonssss 5609000000 157292 184287 159187
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DEPARTMENT (F THE INTERIOR
Minerals Management Service

Minerals and Royalty Management
(bject Classification (in thousands of dollars)

FY 1984 FY 1985 FY 198
14~1917-0-1-302 Actuals Estimate Estimate
Direct Obligations:

Persomnel compensation

111.101 Full-time permanent....eesesesssvss 54,387 56,706 54,700
111.301 Other than full-time permanent..... 3,285 3,244 3,239
111.501 Cther persomel compensation,.es... 1,782 1,850 1,847
111,901  Total persomnel compensation.. 59,454 61,800 59,78
112,101 Persommel benefits: civilian....... 9,299 9,560 9,202
113,001 Benefits for former persomnel...... 232 512 512
121.001 Travel and transportation

Of persons....“...---............. 3,325 3,%2 3,631
122,001 Transportation of thingS......... 6o 586 653 653
123,101 Standard level user charges........ 5,173 6,539 6,539
123,201 Cormunications,utilities and

Other reftessevevesoesrsocrenoconas 3,305 4,861 2,461
124,001 Printing & reproductiONeceesasseees 1,768 1,494 1,314
125.00]1 Other servicesS..ccesersorossssrsaes 73,735 66,792 63,735
126 .001 Supplies and materials...cceueeves. 2,204 2,202 2,163
131.00]1 Equipmenit..eseavcacesnss DOoODDa0 o0 5,148 4,229 4,229
141 001 Grants, subsidies, and

ContI]bthans--no- tvseveserrnoe N - _ -
142,001 Insurance claims and

indemitieS..ceaea. [HO0CDOB00TA0000T 9 16 16 16
199.001 Subtotal, direct obligations....... 164,245 162,560 154,241
Reimbursable obligations:
211.101 Persomel compensation:Full-time

Permanenl vee... 00H000C0000000C oooac 6 41 41
211,501 Othe:r personnel compensation....... 16 0 0
211.901 Total persomnel conpensation.... 22 4] 41
212,101 Persomnel benefits: Civilian....... 1 1 1
224om1 Plinting & reprodUCti(Jﬂ............ ?1 88 88
225-001 Oth.er SEI.'VJ.CES ----- ersssmesBER R 'y — l,(m 1,0m
299.001 Subtotal,Reimbursable obligations.. 94 1,130 1,130
999.901 Total ObligationS...seses. vraress 164,339 163,690 155,371
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DEPARTMENT OF THE INTERIOR
MINERALS MANAGEMENT SERVICE
MINERALS AND ROYALTY MANAGEMENT
PERSCMNEL: SUBMARY

FY 1954 FY 1985 FY 198
14-5-1917-0-1-302 ACTUAT ESTIMATE  ESTIMATE

Direct:

Total mmber of full-time permanent
POSILIONS cseeuasesnronsanssnaresnsns 1856 1886 1843

Total compensable workyears:

Full-time equivalent employment.. 1976 2040 2000

Full-tine equivalent of overtime

and holiday hourSees... 000000Ga0E 39 46 46
Average ES salary.eevssessrssscanas 55,085 566,754 54,251
Average GS grade...... 00DO00OBEaOBAC 10.12 10.16 10.11
Average GS 5alarYesiecscscsesasase . 529,511 $29,710 $29,319

Average salary of ungraded
positions...-.-.....-...----..--... $9,252 $9'495 $9,020
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MINERALS MANAGEMENT SERVICE

CONSOLIDATED SCHEDULE OF PERMANENT POSITIONS

DETAIL OF PERMANENT POSITIONS

FY 1984
Actual

ES-6 "em e s nsrranessncaa A8 e s s raa 4o 1

ES"S ---------- 4844 as e e raena. LRI B A 3

Subtobal c.seeeecaacesassvansasan 17

GS/CM~15 vevunnvanannns Ceeineaas ceis 66
GS/GM=14 tetnueiunranranarenaneananns 152
GS/GM=13 trevnvnrsnunnrannnes R X
GS=12 suusvnsanevnnneenn Cerenneeaan .. 401
GS=11 +vvuucnnns e erreeheaaa ceereas 174
GS=10 +evunen. e reeeiiereaas Ceeeran 42
GS=9 verserenarrsranerenaenan e . 122
GS=8 +vnenrvrananns et 28
GS=7 wuvrnerrnanans Cerrreeeeneaa. ceee 140
GS=6 tererrranerannn e ibaeeeaeean 120
GS=5 santtereneraanarenannacans cevens 157
BS=4 4eivneiennrrntenanaennen Cereaeas 87

GS_3 ----- (AN ] 46 % ¢ B b w e s e R aE e 16
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FY 1985
Estimate

FY 1986
Estimate

2

2

17

69
158
338
410
180
42
122
28
140
120
157
87‘

16

2

2

17

66

155

322

399

170

42

122

28

140

120

157

87

16



GS-2 L R I T I I R O I I B R R I N R Y 0 0 0

GS-]. N R N R N R R R R R R ) 0 0 0
Subtotal 1,837 1,867 1,824
Ungraded I R R R R R P A I 2 2 2
Total permanent poSibtions scesacess 1,886 1,886 1,843
Unfilled positions, end of year ..... 30 0 0

Total permanent employment,
end of year ..iccreinensnsviancnasaa 1,856 1,886 1,843
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Narrative Explanation of Reduection for
Administrative and Overhead Activities

Minerals Management Service will reduce both funds ($1,664,000) and FTE (41)

in FY 1986 to support the Administration's continuing efforts toward efficient
and effective Federal program operations. The Bureau expects to consolidate
functions and will study the potential for eliminating certain offices in the
Offshore Program. These efforts are intended to decrease the amount of program
resources needed for headquarters and program support type functions. A total
of $705,060 and 19 FTE are reduced in the Offshore Program for this imitiative.
In Royalty Management, consolidation of records management functions and further
efforts toward use of microforms for document control will effect limited admin-
istrative savings. In addition, the Royalty Management Program will continue

to evaluate the requirements for administrative support in records documentation
and maintenance to permit savings in this area. A total of $126,440 and 3 FTE
are reduced in Royalty Management for this initiative. Minerals Management
Service staffs in the Executive Direction subactivity will be reduced in 1986

by 3 FTE and $71,010. The Administrative Operations staff and budget decreases
are -$761,500 and ~l6 FTE. Activities planned to achieve these savings include:
Further delegations of authority to field Admimistrative Service Centers;
reducing requirements for and costs of mainframe computer support with greater
reliance on microcomputers for data base maintenance; consolidation of tele-
communications facilities and circuits; development of standards for ADP support
systems and equipment; supporting centralized payroll functions within the
Department; and implementing many of the improvements suggested by a Department
study of administrative activities.

{Dollars in thousands)

Administrative Improved Position

FY 1985 and Overhead Management
Budget Authority Reduction Initiative

Appropriation/Activity (000's) FTE {000's) FTE (000's) FTE
Minerals and Royalty

Management
Quter Continental Shelf

Lands 100,241 1,175 =705 -19 -222 ==
Royalty Management 39,092 562 -126 =3 -96 ==
General Administration 23,227 303 -833 -19 46 -

TOTAL 162,560 2,040 -1,664 =41 =364 =
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Proposed Rescission of Budget Authority under Section 2901 of the
Deficit Reduction Act of 1984

Appropriation: Minerals and Royalty Management

(Dollar amounts in thousands)

FY 1985
Enacted FY 1985 Inc.(+)
to Date 1/ Adjusted Dec. (=)
$ 162,560 $ 160,796 $ ~1,764
(2,040) (2,040) (--=)

This rescission is proposed to effect savings in management categories
specified by the Congress pursuant to Section 2901 of the Deficit Reduction
Act of 1984. 1In FY 1985, the proposed rescission in the Minerals and
Royalty Management account will reduce available resources by §1,764,000.
These reductions will be accomplished by decreasing activities in the
following categories:

Category Amount
Motor VEhicl&s......-........-....--.........-- $ 43,000

Travel and transportation of
personnel and things for personnel.c.sieeenss 550,000

Publishing, printing, reproduction

and audiovisual activitieS.sscesssrsvsosansces 258,000
Consulting Services.................--....----- 913,000
Total ReductiONessscanuavansssaasssacasansnaasns $1,764,000

The reductions in these categories are detailed below:
A. Travel

Savings are expected in FY 1985, as MMS opens a new O0CS sub-district
office in Corpus Christi, Texas, thus reducing travel from more distant
points. Savings will also be realized as MMS closes an office in the
Atlantic OCS Region. Travel related fto training will be curtailed and
the Service will consider the implementation of management limitations
to further reduce program travel costs, including consclidation of
trips and personnel travelling; limited attendance of persoannel at
meetings, conferences, and seminars; and limited travel for training.

Since a significant portion of MMS's travel budget supports Royalty
Management audit activities, savings can be a2ffected by scaling down
travel in this area. To fully implement the intenl of the proposed

1/Excludes amounts transferred to U.S. Geological Survey at the begianing of
FY 1985.
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C.

D.

rescission, MMS will tightly manage all travel requests and
reatrict all but the most essential travel.

Printing

The MMS budget for printing and publication will be reduced by
tightly controlling expenditures for all printed materials.
Printing, publication, and audiovisual type activities will be
limited to oanly those activities required by statute aad/or
esgential to continuing program operations. Less expensive
materials will be used wherever posaible and distribution of
copies will be curtailed.

Consulting Services

As a result of the proposed rescission, MMS will reduce funding in
the Leasing and Environmental Program. Specifically, this reduction
will result in a decrease in the number of enviroumental studies for
Atlantic offshore areas where leasing activity will be less than
projected when the current 5-year schedule was approved. Since

MMS typically does not incur expenses for consultants, except as
required for litigation support, funds to implement this reduction
are not available in areas other than the Environmental Studies
Program. It is anticipated that studies in the Atlantic 0OCS

region will be deferred to a future year.

Savings of $43,000 in the motor vehicles category will be accomplished
by continuing to operate two passenger motor vehicles which had been
planned for replacement at $11,000 esach; additionally, a van which
was planned to be purchased had been acquired through property trans-
fer for a savings of $12,000; and, one passenger motor vehicle which
was to be purchased has been converted to lease status, thereby
saving $9,000 in FY 1985.

Mr Yels Travel Proting Consltngy  Total

Inel+)/ Inoc(+}/ Inc(+)/ Inc(+)/ Inc(+)/ Bevised
FT 1985 Dec(-) Dec(=} Dex(=) Dee(~} Dexi~) FY 1985
Enactsd FrFY 85 FrFYES FrFY 85 FrFY 85 Fr FT &S Enacted
$000) FTE  $(000) &000)  &(000)  $(000)  $(000)  $(OO0) FIE
LANDS
LemsiFov Tpm &858 352 0 104 -l@ 413 -y % IR
Res Bral Fen %139 M2 0 -108 0 0 -108 Hm1 342
Begulatory Pgm 30519 481 0 -1z 0 0 -7 392 &
Subtoral 100241 1175 0 339 ~180 013  -1412 89 175
BOTALYY MAMAGEMENT
Collections 12206 30 0 -78 -78 0 -15% 12138 30
Camplisnce 10050 198 0 -2 0 0 -52 9998 198
Syscems 16748 61 0 -16 0 0 -6 16732 6l
Subtotal 39092 562 0 -6 -8 0 -4 3EEB %2
G, ADMDNISTRATION
Exer Direction 3\ 0 -15 0 0 -1s  3ams T
Admin Operstions 10045 2130 0 =50 0 0 S0 9995 20
Gen Spt Services 9889 @ A3 0 0 0 <3 96 0
Sbeotal BT M0 43 -£5 0 0 -108 B9 30
TOIAL 1625%0 2040 -43 550 -258 213 -1764  1607% 2040



Rescission Proposal
MINERALS MANAGEMENT SERVICE
MINERALS AND ROYALTY MANAGEMENT

Program and Financing ( in thousands of dollars )

FY 1984 FY 1985 FY 198
14-1917-5-1-302 Actual Estimate Estimate
Program by activities:
10.0001 Total obligationS...eeee.. 000G -1764 -
Financing:
40.0101 Budget authoruty {appropriation
rescission proposallscsecessaes =1764 -
Relation of Obligations to outlays:
71.0001 @bligations incurred, net...... -1764 —
72.4001 (bligated balance, start of
yeu.l...l..l........t..t. ..... — 41
74.4001 Obligated balance, end of
ym...'. ......... LA AR N AR RENEN] Ml M
90,0001 QUtlayBeesesserencssosscavannns -1323 =397
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Rescission Proposal
Minerals Management Service
Minerals and Royalty Management
Object Classification (in thousands of dollars)

FY 1984 FY 1985 FY 1986
14-1917-5-1-302 Actuals Estimate Estimate
Direct Obligations:

121,001 Travel and tramsportation

Of personS.ccsesvencessassacsnncass —_— =593 —
124.001 Printing & reproductioh.e.sescsssess _ =258 =S
125.001 Other Services ------- sucsany sembenva — -913 —
999.901 Total obligationS.eesseeasassassass _— -1764 —
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Appropriation Summary Statement

Appropriation: Payments to States from Receipts under Mineral Leasing Act

In accordance with 30 U.S.C. 181 et seq. {(the Mineral Lands Leasing Act of
1920, as amended), all States (except Alaska) are paid 50 percent of the
receipts from bonuses, royalties, and rentals resulting from the leasing of
mineral rescurces under the Ack, on public lands; and, in accordamce with

30 U.S.C. 285, from leases of potash deposits on public lands. Alaska is
paid 90 percent of the receipts from leasing outside of the National Petroleum
Reserve-Alaska (NPRA). This appropriation provides for monthly payments to
all States for their share of revenues realized as a result of mineral leasing
activities on Federal lands within their boundaries; and for interest to
States and Indian accounts when mineral leasing revenues are not disbursed

by the dates prescribed in 30 U.S.C. 191 and 1714.
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Appropriation Language Sheet

Payments to States From Receipts Under Mineral Leasing Act

Notwithstanding any other provision of law, in Fiscal Year 1986, monies
received from sales, bonuses, royalties (including interest charges collected
under the Federal 0il and Gas Royalty Management Act of 1982), and renmtals

of the public lands under the provisions of the Mineral Lands Leasing Act

of 1920, as amended, and the Geothermal Steam Act of 1970, not payable to a
State or to the Reclamation Fund shall be available for the payment of
Interest in accordance with 30 U.8.C. 1721 (b) and (d), prior to credit

of such funds to miscellaneous receipts of the Treasury.
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Justification of Proposed Language Change

Payments to States from Receipts under Mineral Leasing Act

Addition: '"Notwithstanding any other provision of law, in fiscal year
1986 monies received from sales, bonuses, royalties (including interest
charges collected under the Federal 0il and Gas Royalty Management Act
of 1982), and rentals of the public lands under the provisions of the
Mineral Lands Leasing Act of 1920, as amended, and the Geothermal Steam
Act of 1970, which are not payable to a State or to the Reclamation Fund,
shall be available for the payment of interest in accordance with

30 U.S.C. 1721 (b) and (d)}, prior to the crediting of such funds to
miscellaneous receipts of the Treasury."

This language has been developed to provide funds for payment of interest
due the Statea and Indian accounts whenever mineral leasing revenue
payments are not made by the Government within the timeframes established
by the Federal 0il and Gas Royalty Management Act of 1982. Under the
proposed language, these interest amounts will be deducted from onshore
Federal mineral leasing receipts prior to transfer of the Federal share
to miscellaneous receipts of the Federal Treasury, Funding for the
interest payments will come from the source generating the revenue --
mineral leasing receipts, rather than from direct appropriations or from
the General Fund.
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Justification of Adjustments to Base

Payments to States From Receipts under Mineral Leasing Act

(Dollar amounts in thousands)

FTE Amount

Other increases and/or decreases:

FY 1986 effect of the pending FY 1985 supplemental.... S +800

The Federal 0il and Gas Royalty Management Act of
1982 requires the Government to make payments of
interest to States and Indian accounts when Federal
onshore mineral leasing revenues due them ara not
disbursed within the timeframes prescribed by the
Act. Since MMS had no source of available funds
from which to pay this interest, a pending FY 1985
supplemental was proposad to provide the required
funding. This increase reflects the effect in

FY 1986 of the pending FY 1985 supplemental request.
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Justification of Program and Performance

Activity: Payments to States from Receipts Under Mineral Leasing Act

(Dollar amounts in thousands)

FY 1985 Inc.(+)/ Inc.{+)/
Enacted FY 1986 FY 1986 Dec.(-) Dec.(=)
Activity To Date Base Estimate  From 1985 from Base
Payments te States $ $510,455 $510,455 5478,283 -32,172 -32,172
(FTE) (-—=) (--=) =) (=) (-—)
30 U.S.C. 191, et seq. The Mineral Lands Leasing Act of 1920, as amended,
P.L. 66-146 providaes for the sharing of receipts with States on

a monthly basis from various mineral leasing acti-
vities on Federal lands within their boundaries.

30 U.S5.C, 151 et geq. The Mineral Leasing Act for Acquired Lande provides
for leasing coal, oil, oil shale, natural gas,
phosphate, and sodium on acquired lands and the
sharing of receipts from such leasing with the
States on acquired lands within their boundaries.

30 U.S.C. 1001, et seq. The Geothermal Steam Act of 1970 authorizes the

P.L. 31-581 Secretary to issue leases for the development of
geothermal energy and provides for receipt sharing
with the States.

30 U.5.C. 181, et seq. The Combined Hydrocarbon Leasing Act of 1981 pro-

P.L. 97-78 vides for combined hydrocarbon leases and receipt
sharing with the States for such leases within their
boundaries.

30 U.5.C. 191 The Federal 0il and Gas Royalty Management Act of

P.L. 97-451 1982 provides for monthly distribution of minsral

leasing receiptse to the States.

Payments to States

Objectives

o Provide payments on a monthly basis to the States for development of
mineral resources on Federal lands within their boundaries.

Base Program
This appropriation provides for payments to all States due shares of revenues
realized as a result of leasing of minerals on Federal lands. Revenues for

these payments are accrued from bonuses, rentals, and royalties collectad
from Federal onshore mineral leases, including leases of potash deposits.
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Amounts paid to States are determined in accordance with various laws which spec-
ify the percentages of revenues to be paid. The payment a State receives is
determined by the total revenues received from minerals leasing and production
within their boundaries. A provision of the Federal 0il and Gas Royalty
Management Act of 1982 required that, effective October 1, 1983, payments be
made on a monthly basis, rather than semi-annually.

All States (except Alaska) are paid fifty (50) percent of the revenues from
bonuses, royalties, and rentals resulting from the leasing of mineral resources
on public lands under the Mineral Leasing Act of 1920 as amended (30 U.S.C. 191).
Revenues produced from leases of potash deposits on public lands are shared

in accordance with Section 285 of that Act. The estimate of payments to all
States except Alaska For any future fiscal year is an allocation based on

the projected total mineral receipts during that year. The actual payments
from prior fiscal years is used to determine the estimated allocation by State,
Payments to be made to Alaska are determined on a different basis and are
computed separately. Alaska receives 90 percent of total revenues including
those generated on lands governed by the Alaska National Interest Lands Conser-
vation Act (ANILCA), except on lands leases in the National Petroleum Reserve
in Alaska for which Alaska receives 50 percent of the revenues.

Distribution to the States

The method of estimating the mineral revenue distribution to States is displayed
on Table 4, First, the total estimate of revenues from onshore minerals pro-
duction is developed. From this total, the coet of producing, collecting, and
distributing Federal onshore mineral leasing revenues bornme by the MMS Royalty
Management Program, the Bureau of Land Management, and the Forest Service are
deducted so as to share equally with the States the actual net returns from
mineral leasing progrems. Next, the amount collected for distribution by other
Federal agencies is deducted. This amount is estimated to be & percent of the
total revenues collected, as historically experienced. Alaska's estimated
receipts are then deducted prior to determination of amounts available for the
distribution to the Lower 48 States becsuse of Alaska's unique revenue sharing
arrangements. The designated amount to be distributed to Alaska and ANILCA is
added to the Lower 48 total to arrive at total distribution amounts to all
States.

Under the Federal 0il and Gas Royalty Management Act of 1982, receipts are

to be distributed to the States in the month immediately following the month of
collection beginning in October, 1983, When estimating the annual amount
available for distribution to the States, there is a lag between fiscal years
that must be taken into account. Receipts that are collected in September, 1986
(the current fiscal year), will be distributed in October, 1986 (the following
fiscal year). Thus, 91 percent of current fiscal year collections and 9 percent
of prior year collections are calculated to derive the current year distribution
amount. The estimated distribution of this amount is based on the percentage

of total mineral leasing revenues historically generated within the boundaries
of each State.

Cost Sharing

Beginning in FY 1986, the relevant onshore mineral leasing costs of the MMS,
the Bureau of Land Management, and the Forest Service are proposed to be
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deducted from Federal onshore mineral leasing receipts before such receipts
are distributed between the Treasury and the States. Historically, the States
have shared the gross receipts of the Onshore Minerals Programs without taking
into account the Federal costs of obtaining and distributing those receipts,
The Onshore Minerals Programs have been funded entirely by the Federal Treasury,
while the States have shared only in distribution of revenues. States receive
at least fifty (50) percent of the receipts from onshore mineral leasing, but
this percentage would now be based on net receipts after deducting the cost of
program management. This formula represents an equal distribution of these
costs to the direct beneficiaries of the program rather than to the general
public as had previously been Ehe case.

Approximately 74 percent of the MMS' Royalty Management Program workload is
dedicated to Federal onshore lease activities, primarily based on the ratio of
onshore to offshore producing leases. Another 17 percent of this workload
(also based on total producing leases) is related to Indian landse. The cost
recovery formula only deducts 74 percent of total Royalty Management Program
costs (which includes a pro rata share of administrative costs) from the onshore
mineral leasing receipts before distribution between the States and the Trea-
sury., The offsets related to MMS' collection and disbursement costs total
$33.2 million. Also, the relevant costs of BLM's fluid and solid energy
mineral, and nonenergy minerals leasing programs are deducted ($65.9 million),
along with a pro rata share of BLM administrative costs, ($11.9 million), for
a total offset in BLM of $77.8 million. 1In addition, cost sharing includes
the relevant onshore mineral leasing costs of the Forest Service's Mineralg
Area Management Program ($14.1 willion). This brings the total cost sharing
proposal to $125.2 million in FY 1986.

Ag can be seen on Table 5, the net effect on this account of the $125.2 million
FY 1986 cost sharing will be $53.5 million. Minerals Management Service

will review annually the formula for allocating royalty management costs to
assure equity among all States that share in these ravenues.

Decrease from FY 1986 Base

(Dollar amounts in thousands)

FY 1986 FY 1986
Base Estimate Difference
$ 510,455 478,283 =-32,172
(FTE) {(—-) ) (-—) (—)

In FY 1986 onshore mineral leasing receipts are projected to increase
over FY 1985, due primarily to increased royalties from coal leases and
rental revenues from oil and gas leases. However, as displayed in tables
4 and 5, as a resgult of the proposal to deduct the costs of program
management and administration from receipts ($125.2 million), payments to
States in FY 1986 are reduced by $53.5 million. The net change from the
FY 1986 base is therefore, a decrease of $32.2 million.
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Table 4

Method of Estimating the FY 1986 Mineral
Revenue Distribution to States

{Dollars in millions)

Payments
Receipts to States
Estimated Onshore Mineral Leasing Receipts for FY 1986~-————- $1,136
Deductk:
Coat of Collecting and distributing Federal onshore
revenues 125
Amounts collected for other distribution (6% of receipts
less coat recovery). 61
SUBTOTAL $ 950
Daduct:
Designated revenues of $15 million for Alaska;
$3 million for ANILCA; and 516 million for NPRA
(revenue sharing formula for Alaska uses a different
percentage for Alaskan payments, hence, Alaska estimated
revenues are deducted prior to lower 48 States distribution) 34
SUBTOTAL $§ 916
91% (11/12) of $916 million is diatributed in FY 1986;====~~ 834
plus 9% of FY 1985 collections of $1,005. 90
TOTAL Lower 48 States' net receipts to be collected in
FY 1986 before distribution between Federal and
States' share 924
Legs=--Federal Govermment's share (50%). 462
Distribute top Lower 48: $ 462
Distribute to Alaska:
917 of Alaska and ANILCA FY 1986 monies of $18 million; 16
plus 92 of FY 1985 collections of $17 million. 2
TOTAL Alaska and ANILCA net receipts to be collected——=———-= 18
States' share
Less=-Federal Govermment's share (10Z). 2
Distribute to Alaska: $ 16
Interest on Late Payments 1
TOTAL DISTRIBUTION AMOUNTIS TCO ALL STATES $479
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Table 5

MINERAL REVENUE PAYMENTS TU THE STATES
{Dollar amcumts in  thousands)

FY 1985 FY 1986 FY 198
FY 1984 Estimated Gross Cost  Est, Ket
Qutlays Payment s Payment s Recovery  Payments

Alabama 359 248 258 26 232
Alaska 18,115 14,433 15,804 1,591 14,213
Arizona 3,889 2,687 2,79% 281 2,514
Arkansas 995 688 715 72 643
California 57,610 39,809 41,414 4,170 37,244
Colorado 68,309 47,202 49,105 4,944 44,161
Florida £02 278 289 29 260
Idaho 5,379 3,717 3,867 389 3,477
Kansas 1,094 756 786 79 707
louisiana 1,115 770 802 81 721
Michigan 216 149 155 16 140
Mississippi 558 38 401 40 361
Montana 31,538 21,793 22,672 2,283 20,389
Nebraska 388 268 279 28 251
Nevada 13,530 9,349 9,72% 979 8,747
New Mexico 186,845 129,111 134,317 13,523 120,794
North Dakota 14,725 10,175 10,585 1,066 9,520
(klahoma 2,593 1,792 1,864 188 1,676
Oregon 3,58 2,476 2,576 259 2,316
South Dakota 1,382 955 993 100 893
Utsh 46,145 31,88 33,172 3,340 29,832
Washington 1,032 713 142 75 667
Wyoming 276,114 190,79 196,490 19,985 178,506
Mimnesota 1 1 1 V] 1
Texas 10 7 7 1 6
Temnessee 13 9 9 1 8
Chio 3 2 2 0 2
Subtotal 735,943 510,455 531,829 53,546 478,283
Interest on late payments 800
Total 479,083
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Justification of Program and Performance

Activity: Interest on Late Payments

(Dollar amounts in thousands)

FY 1985 Inc.(+) Inc.(+)
Enacted FY 1986 FY 1986 Dec.(=) Dec.(~=)
Activity To Date  Base Estimate from FY 1985 from Base
Interest on $ == 800 800 +800 -
Late Payments (FTE) (== (==) (==) (==) (-=)

30 U.5.C. 191 et seq. The Mineral Lands Leasing Act of 1920, as amended,
P.L. 66=146 provides for the sharing of receipts with States
on a monthly bagis from various mineral leasing
activities on Federal lands within their boundaries.

30 U.S.C. 1714, The Federal Qil and Gas Royalty Management Act of
1721(b),1721(d) 1982 provides for timely payments of royalty funds
P.L. 97451 from oil and gas production on Indian lands to Indian

accounts and for payments of interest to States and
Indian accounts when funds are not disbursed as
required by 30 U.S.C. 191 and 1714.

Interest on Late Payments

Objectives:

o Provide interest to States and Indian accounts when mineral leasing revenues
are not disbursed by the dates prescribed in 30 U.S.C. 191 and 1714.

Base Program:

The Federal Government shares revenues from Federal mineral leasing activites
within a State's boundaries with that State. Indian lessors receive all the
revenue from mineral leasing sctivities on their land. The Minerals Manage-
ment Service collects, processes, accounts for, audits, and distributes all
bonuses, rents, royalties, penalties and interest due the Federal Government,
States and various Indian accounts from such mineral leasing activities.
Funding for this service is provided by three subactivities within the Royalty
Management budget activity of the Minerals and Royalty Management appropria-
tion =~ Mineral Revenue Collections, Mineral Revenue Compliance, Systems Develop-
ment and Operation. These three subactivities have an annual, definite budget
authority. A permanent, indefinite appropriation (Payments to States from
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Receipts under Mineral Leasing Act) exists to provide payment of the States'
share of revenues. It is being proposed that payments of interest to States
and Indian accounts when such revenues are not disbursed within the timeframes
prescribed by the Federal 0il and Gas Royalty Management Act of 1982, also be
paid out of this permanent appropriation.

Interest on Late Payments to States. The Federal 0il and Gas Royalty Manage-
ment Act of 1982 changed the distribution of payments to the States for their
share of mineral leasing revenues from a semi=-annual to a monthly schedule.
The Act provided that interest computed at a rate applicable under Section
6621 of the Internal Revenue Code of 1954 would be owed Ffor any paymant not
made by the last day of the month following the month in which the revenues
have been received. It is estimated that $640,000 will be due States for
interest payments in FY 1986.

Interest on Late Payments to Indian Accounts. The Federal 0il and Gas Royalty
Management Act of 1982 provided that deposits of any royalty funds from oil

or gas production on Indian lands will be made to appropriate Indian accounts

at the earliest practicable date, but in no case later than the last business

day of the month in which such funds are received., It further provided that

any payment not made by the required date would incur an interest charge computed
at the rate applicable under Section 6621 of the Internal Revenue Code of

1954, It is estimated that $160,000 will be due Indian accounts for interest
paymenta in FY 1986.
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DEPARTMENT OF THE INTERIOR

MINERALS MANAGEMENT SERVICE

Payments to States from Receipts under Mineral Leasing Act
Program and Financing ( in thousands of dollars)

e v

j 2
14—5003%‘/2-852

e’

FY 1984
Actual

FY 1985
Estimate

FY 1986
Estimate

Program by activities:

1. Payments to States .esecesses

2. Interest on Late Payments ..

10.00 Total obligatiomns
(Obj&t class 41.0)‘..."‘."'..‘

Financing:

39.00 Budget authoTityescesesssvoseannes

735,891

735,891

735,891

510,455

510,455

510,455

478,283

479,083

479,083

Budget authority:

Current:
40.00 Fudget authority (appropriation)
(ammmal, indefinite, special
1101 L) SN

Permanent :
60.00 Budget authority (appropriation)
(permanent, indefinite, special
UMY v iecninrerrsoncrnsvansannas

735,891

510,455

478,283

Relation of obligations to cutlays:

71.00 Obligations incurred, net.sessenss

72.40 Obligated balance,start
of year..eeevecennanas 00D 0OUN000s

74.40 Obligated balance, end
of year...sesionneneossonuannenns

90.00 Outlays..ceusss sreereserrrnesnsara

735,891

52

735,943

MMS-139

510,455

510,455

479,083

479,083






DEPARTMENT OF THE INTERIOR
MINERALS MANAGEMENT SERVICE

Payments to States From Receipts Under Mineral Leasing Act

(Supplemental now requested under existing legislation)

Notwithstanding any other provision of law, in Fiscal Year 1985, monias
received from gsales, bonuses, rovalties (including interest charges collected
under the Faderal 0il and Gas Royalty Management Act of 1982), and rentals

of the public lands under the provisioas of the Mineral Lands Leasing Act

of 1920, as amended, and the Geothermai Steam Act of 1970, not payable to a
State or to the Reclamation Fund shali be available for the payment of interest
in aceordance with 30 U.S5.C. 1721 (b) and {d), prior to credit of such funds

to miscellaneous receipts of the Traasury.

MMS- 140



EXPLANATION OF REQUEST

The Federal 0il and Gas Royalty Management Act of 1982 requires the Government
to make payments of interest to States and Indian accounts when Federal onshore
mineral leasing vevenues due them are not disbursed within the timeframes
prescribed by the Act. These payments from receipts under the Mineral Leasing
Act cannot be disbursed until a proper determination is made of the source of
all incoming royalties. Although the primary causes of delays in disbursement
(payor input errors and processing errors) can be minimized, absolute eradication
of errors is unlikely. Based on experience during FY 1984, it is estimated
that $640,000 will be needed to pay interest to States and $160,000 will be
needed to pay interest to Indian accounts on FY 1985 late disbursements. The
MMS currently has no source of available funds from which to pay this interest.
Therefore, thia supplemental is proposed to provide for annual, indefinite
authority since absolute amounts cannot be accurately estimated in advance.
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Minerals Management Service
FY 1985 Supplemental Request
Interest on Late Payments

SUMMARY OF REQUIREMENTS

Appropriation: Payments to States from Receipts under Mineral Leasing Act

($000)
1984 1985 1986
Comparison by Activities: Actual Pending Supple. Estimate
Payments to SEates .oaveeceess 735,943 510,455 = 478,283
Interest on Late Payments .... o i 800 800
Total Payments to States ... 735,943 510,455 800 479,083
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Justification of Program and Performance

Aetivity: Interest on Late Payments

(Dollar amounts in thousands)

1985 1985 1985
Presently Proposed Revised
Activity Available Supplemental Estimate
Interest on Late $ - 800 800
Payment s (FTE) (--) (-=) (==)

30 U.S.G. 191, et seq. The Mineral Lands Leasing Act of 1920, as amended,
P.L. 66-146 provides for the sharing of receipts with States
on a monthly basis from various mineral leasing
activities on Federal lands within their boundaries.

30 U.S8.C. 1714, The Federal 0il and Gas Royalty Management Act of

1721(b),1721(d) 1982 provides for timely payments of royalty funds
from oil and zas production on Indian lands to Indian
accounts and for payments of interest to States and
Indian accounts when funds are not disbursed as
required by 30 U.S.C. 191 and 1714.

Interest on Late Payments

Objectives:

o Provide interest to States and Indian accounts when mineral leasing revenues
are not disbursed by the dates prescribed in 30 U.S.C. 191 and 1714,

Base Program:

The Federal Govarnment shares revenues from Federal wmineral leasing activities
within a State's boundaries with that State. Indian lessors receive all the
revenue from mineral leasing activities on their land. The Minerals Management
Service collects, processes, accounts for, audits, and distributes all

bonuses, rents, royalties, penalties and interest due the Federal Government,
States and various Indian accounts from such wmineral leasing activities.
Funding for this service is provided by three subacrivities within the Royalty
Management budgetr activity of the Leasing and Royalty Management appropriation--
Mineral Revenue Collections, “ineral Revenue Compliance, and Systems Develop-
ment and Operation. These three subactivities exist under annual, definite
budget authority, A permanent, indefinite appropriation consisting of only

one budget activity (Payments to States from Receipts under Mineral Leasing
Act) exists to provide payment of the States' shara of revenues. The activity
proposed by this supplemental will be included in the Payments o States from
Receipts under Minazral Leasing Act appropriation and will have aannual,
indefinite authority to provide payments of interest to States and Indian
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accounts when mineral leasing revenues due them are not disbursed within
the timeframes prescribed by the Federal 0il and Gas Royalty Management
Act of 1982 (FOGRMA).

Need for Supplemental

The FOGRMA of 1982 changed the distribution of payments to the States for
their share of mineral leasing revenues from a semi-annual to a monthly
schedule, Section 111 of the Act provides that interest computed at a rate
applicable under Section 6621 of the Internal Revenue Code of 1954 is owed
for any payment not made by the last business day of the month in which
receipts were warranted by the United States Treasury.

Receipts cannot be disbursed to the States until a proper determination can
be made of the source of all incoming royalties. In many instances, incoming
royalty checks have been received without payor reports identifying the lease
number or rates, royalty amounts do not agree with the payor's report, or
reports are received without payments. If funds cannot be specifically
identified to particular leases they go intoc a suspense account. These
discrepancies need resolurtion before the information can be incorporated

into the monthly receipt distribution and payment disbursement to the various
State and Federal receipt accounts. Accordiagly, MMS personnel must review
and correct these errors in payor reporting before funds will be distributed/
disbursed. Minerals Management Service has initiated and will continue its
efforts to improve payor reporting. For example, BMP distributes a model
payor report each month to limit repetitive ervors from occurring and has
increased its own followup efforts with payors.

At the time of submission of the FY 1985 Congressional 3Budget, a funding
estimate for these interest payments was not included in the request bacause:

o Decisions were raquired as to what types of undisbursed funds
would be interest bearing. The Department has interpreted
the intent of the law to be that all monies received but not
disbursed to the States in the timeframe required by the Ack,
regardless of the reason, would bear interest when finally
disbursed.

o The Act did not become effective until FY 1984. Without any
prior experience on disbursements with the newly implemented
Auditing and Financial System {AFS), an accurate estimate of
the amount of late payments was difficult to maka. WNow, based
on experience during FY 19B4, it is estimated that $640,000
will be needed to pay interest to the States on FY 1985 late
disbursements.

The FOGRMA also provides that deposits of any royalty funds from oil or gas
production on Indian lands will be made to appropriate Indian accounts at
the earliest practicable date, but in no case later than the last business
day of the month in which such funds are received. Once again, any deposit
not made by the required date will include an interest charze computed at
the rate applicable under Section 6621 of the Internal Revenue Code of 1954,
It is estimatsd that $160,000 will be due Indian accounts for interest
payments on FY 1985 late disbursements.
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The MMS currently has no source of available funds from which to pay this
interest. To provide a source of funding, the Department explored the
possibility of establishing an interest bearing suspense account, the interest
From which would be used to pay interest to the States. However, legal
authority to establish such an account does not currently exist. An amendment
to the Mineral Lands Leasing Act of 1920 or FOGEMA would be required. Even
then, under FOGRMA the interest rate on late payments to States and Indian
accounts would be higher than the rate normally paid by Treasury on funds in
interest bearing suspense accounts. Depending on the average balance of

funds in the suspense account, this "iInterest gap" might have to be compensated
for by transferring funds into the interest bearing account from the general
fund or some other account. Because of these complications, establishment of
an intarest bearing suspense account is not considered to be the preferrad
alternative.

The establishment of a separate budget activity in this account with annual,
indefinite authority is being requested for the following reasons:

o While an estimate of the amount required for interest payments has
been made, the actual amount cannot be accurately predicted in
advance and is only partially within the control of Royalty Management
personnel. Indefinite authority is most appropriate in this situation.
Further, the amount of these payments will Eluctuate with the amount
and timeliness of mineral leasing revenue disbursements. Indefinite
authority will avoid surplus or deficit funding situations in the
operational subactivities funded by a definite appropriation. This,
in turn, will minimize the unpredictability and potentially damaging
impact of interest payment Eluctuations on other MMS operations.

o Payments of interest on late payments to the States and Indian
accounts is mandatory under 30 U.S.C. 1721(b) and (d).
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DEPARTMENT OF THE INTERICR
MINERALS MANAGEMENT SERVICE
Paywents to States froam Receipts under Mineral Leasing Act
Program and Financing ( in thousands of dollars)

feo® gan
,ﬁw‘;%q" FY 1964 FY 1965 FY 1986
14-5003£1 12852 Actual Est imate Estimate

Program by activities:

10.00 Interest on Late Payments (total
obligations, object class 41.0 }.. — 800 —_

Financing:

40.00 Budget authority (eppropriation)
(amual, indefinite, special
funds)...--.--....--....--.. ------ e &X} -

Relation of obligations to outlays:

71.00 Gbligations incurred, Net.sevsosss = 800 -

72,40 Mbligated balance, start
Of Year---. lllll SeversasnssBE AR - _ 67

74.40 Obligated balance, end of

yeaI...-.-.---.u- ----- ermsvssns - _67 -
90-% Qltlays.. ------- asessasa tass sy _ 733 67
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