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I am pleased to present the Minerals Management Service (MMS) Consolidated Report.  Its threefold
purpose is to establish our performance plan for Fiscal Year (FY) 2003, revise our annual performance plan
for FY 2002, and present our performance results for FY 2001.  The long term and annual performance goals
discussed in this report reflect our responsibilities as a leader in sound management of mineral revenues and
in the safe and environmentally responsible development of offshore mineral resources.

MMS is responsible for overseeing energy production from the Outer Continental Shelf (OCS), which
has a major role to play in the President's National Energy Policy. The OCS today is the single largest con-
tributor of oil for U.S. consumers, surpassing Saudi Arabia.  The OCS also is the third largest producer of
natural gas consumed by Americans.  In addition, according to the U.S. Geological Survey, on a global basis
more than 50 percent of remaining undiscovered resources are located offshore.  As stewards of our Nation's
limited energy resources, it is our objective to work in full partnership with local communities, State govern-
ments, industry, and all of our stakeholders to maintain a balance between providing energy and protecting
the Nation's unique and sensitive environments and other natural resources. 

Our mission also calls for us to provide timely collection, verification, and distribution of mineral rev-
enues from Federal and Indian lands.  We recently developed a new systems infrastructure to support reengi-
neered business processes designed to enhance our management of mineral revenues.  When fully implement-
ed, the operational improvements we are making will result in increased revenues and cost savings for both
MMS and the energy industry. The new processes are better aligned with industry and financial institutions
and provide us with the means to implement an asset management approach for administering Federal and
Indian oil and gas royalties.  As part of this approach, we recently published a 3-year implementation plan
designed to evolve and integrate Royalty-In-Kind into our asset management strategy.

Our goal is to manage the Nation's mineral interests to the maximum benefit of the American taxpayer.
To do so, we intend to: continue our global leadership on safe and environmentally responsible offshore oper-
ations; continue improving minerals revenue management and increasing the net benefit to taxpayers; contin-
ue fulfilling our American Indian trust responsibilities; and continue consulting, communicating, and coordi-
nating with our stakeholders in order to build consensus while balancing national, regional, and local inter-
ests. The goals, measures, and strategies contained within this report position us to build upon our successes
and achieve our vision of being the best minerals resource manager.

Lucy Querques Denett
Acting Director
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The goals, measures, and strategies contained within

this Consolidated Report position us to build upon our

successes and achieve our vision. This report meets the

requirements of the Government Performance and

Results Act (GPRA) by presenting the results of our

efforts in FY 2001 toward meeting our goals, describing

our plans for FY 2003, and providing our FY 2002

revised final annual performance goals. We also discuss

our efforts in response to the President's management

reform initiatives and the Secretary's cit izen-centered

governance initiatives. We are committed to communi-

cating, consulting, and cooperating with our many

diverse stakeholders in order to build consensus while

balancing national, regional, and local interests.

MMS' mission is to manage the oil, natural gas, and

other mineral resources on the Outer Continental Shelf

(OCS) in an environmentally sound and safe manner

and, in a timely fashion, to collect, verify, and disburse

mineral revenues generated from Federal and American

Indian lands. Our long term and annual performance

goals reflect these responsibil it ies.

As part of our mandate, we are responsible for oversee-

ing energy production from the OCS, which has a major

role to play in the President's National Energy Policy.

As manager of the nation's offshore mineral resources,

our long-term strategy is to assess mineral resources to

determine--in consultation with affected parties--if they

can be developed in an environmentally sound and safe

manner. If OCS lands are leased for mineral develop-

ment, we regulate activit ies offshore to ensure worker

safety and environmental protection. We continually

strive to maintain a balance between providing energy

and protecting the nation's unique and sensitive envi-

ronments and other natural resources. The Nation has

much to gain from excellent safety and environmental

performance because the production and consumption
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Executive  Summary

IN JANUARY 2002,  THE MINERALS MANAGEMENT SERVICE (MMS) CELE-

BRATED ITS 20TH YEAR OF SERVICE TO AMERICA.   THROUGHOUT ITS EXIS-

TENCE,  MMS HAS BEEN A LEADER IN SOUND MANAGEMENT OF MINERAL

REVENUES AND IN SAFE AND ENVIRONMENTALLY RESPONSIBLE DEVELOP-

MENT OF OFFSHORE MINERAL RESOURCES.   WE STRIVE TO PROVIDE HIGH

QUALITY,  T IMELY SERVICES TO ALL OUR CUSTOMERS AND OUTSTANDING

VALUE TO THE AMERICAN PEOPLE.   OUR VIS ION IS  TO BE RECOGNIZED AS

THE BEST MINERALS MANAGER IN THE WORLD WHILE SIGNIFICANTLY CON-

TRIBUTING TO MEETING THE NATION'S ENERGY NEEDS. 
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of energy are fundamental components for continued

economic development, national security, and societal

well being.

We also are responsible for administering mineral royal-

ty and rental collections and ensuring compliance with

financial terms for over 80,000 onshore and offshore

mineral leases. The evolution of the oil and gas indus-

try in recent years has presented us with new chal-

lenges to improve the way we do business. We are

meeting those challenges by implementing new business

processes for managing mineral assets. During FY 2001,

we developed a new systems infrastructure to support

our reengineered business processes. The new process-

es are better aligned with industry and financial institu-

tions and provide us with the means to implement an

asset management approach for administering Federal

and Indian oil and gas royalties and meeting our Indian

trust responsibil it ies. As part of this approach, we

recently published a 3-year implementation plan

designed to evolve and integrate Royalty-In-Kind into

our asset management strategy.

Our goal is to manage the Nation's mineral interests to

the maximum benefit of the American taxpayer. The

goals, measures, and strategies contained within this

report position us to build upon our successes and

achieve our vision of being the best minerals resource

manager.

Summary of our FY 2001 Performance:

Our goals are based on the following principles:

· Commitment to safety in exploration and operations

· Sensitive stewardship of the environment

· Assurance of fair market value for mineral resources

· Fast access to funds for mineral revenue recipients

· Timely, accurate compliance from mineral producers

· Dedication to our American Indian trust responsibil i-

t ies.

In our FY 2001 Annual Performance Plan, we estab-

lished ten FY 2001 annual performance goals, two of

which had two performance targets each. We exceeded

the targets on three of our goals-the on-time disburse-

ment of mineral revenues, the compliance index, and

one of the goals that relate to our Indian trust respon-

sibil it ies. In addition, we met the target for our Indian

trust responsibil ity goal relating to oil. We are sti l l

compiling data for the two offshore environmental goals

because the data for the variables (a portion of which

are obtained from other agencies) are generated on a

calendar year basis. We should complete our analysis of

the data by May 2002; however, preliminary data indi-

cate that we will not deviate significantly from the tar-

get performance for either goal.

We did not achieve our targets for the offshore safety

index, the fair market value ratio, the second compli-

ance goal (which had two targets), one of our Indian

trust responsibil ity goals, and the customer service goal.

It should be noted that our performance relative to four

of the goals was very close to being on target (the safe-

ty index, fair market value ratio, one target in the com-

pliance goal, and the Indian trust responsibil ity goal).

Also, we made significant progress toward achieving the

second target in the compliance goal. For discussion

of our performance relative to our goals, please see

Section II and Appendix 1.

We are proud of our accomplishments during our 20

years of service as mineral resource managers, and we

will continue to provide excellent value to the American

people. While doing so, we will actively pursue the

implementation of the President's management initia-

tives and the Secretary's vision for cit izen-centered gov-

ernance.
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MMS followed Departmental guidance while preparing

this consolidated report. In it, MMS presents an

overview of FY 2001 accomplishments; planned perfor-

mance for the current fiscal year, FY 2002; and FY 2003

proposed performance goals, based on requested bud-

get resources.

The FY 2001 performance goals were established in the

FY 2001 Annual Performance Plan, published in March

2000 and revised in December 2000. The FY 2002 per-

formance goals were established in the FY 2002 Annual

Performance Plan, published in March 2001. In this

Consolidated Report, MMS is revising two of its long

term goals (see Section 1.5) and five of the FY 2002

annual goals (see Appendix 2, which presents the

revised final FY 2002 goals). All of the annual goals

presented in this report are in l ine with the long-term

goals in MMS' Strategic Plan for FY 2000 to FY 2005.

The MMS Consolidated GPRA Report is divided into

three sections and two appendices:

Section I - Introduction and Overview

Introduces MMS and states its mission and vision. It

also addresses the l inkages to Departmental goals,

MMS' strategic plan, and the budget; provides minor

adjustments to the strategic plan; and closes with an

At-a-Glance view of the FY 2003 Annual Performance

Plan.

Section II - GPRA Program Activit ies and Goals

Includes discussions about MMS'

FY 2003 Annual Performance Plan, with trend data

about prior years' performance, and contains the

FY 2001 Annual Performance Report. This section also

includes budget information and discussions of MMS'

methods to validate and verify data used to measure

performance.

Section III - Additional GPRA Information

Contains discussions about several issues related to

MMS' planning efforts.

Appendix 1 - Contains the FY 2001 Annual

Performance Report At-a-Glance Table, which is a sum-

mary of FY 2001 performance information.

Appendix 2 - Contains the FY 2002 Annual

Performance Plan At-a-Glance Table, which presents

MMS' revised final FY 2002 annual performance goals

and the revised final FY 2002 budget table.

About This  Document

THE GOVERNMENT PERFORMANCE AND RESULTS ACT (GPRA) REQUIRES

AGENCIES TO SUBMIT ANNUAL PERFORMANCE PLANS TO CONGRESS WITH

THEIR F ISCAL YEAR BUDGET REQUESTS AND TO PREPARE ANNUAL PER-

FORMANCE REPORTS AT THE END OF EACH FISCAL YEAR TO REPORT ON

HOW WELL THEY MET THEIR GOALS.   RATHER THAN SUBMIT SEPARATE

DOCUMENTS,  MMS HAS COMBINED THE FY 2001 ANNUAL PERFORMANCE

REPORT AND THE FY 2003 ANNUAL PERFORMANCE PLAN INTO THIS

CONSOLIDATED REPORT.
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ABOUT OUR PERFORMANCE GOALS 

AND MEASURES

The performance goals, measures, and FY 2003 targets

presented in this combined FY 2003 Annual Performance

Plan (APP) and FY 2001 Annual Performance Report

(APR) are based on the Minerals Management Service's

Strategic Plan for FY 2000 - FY 2005. At the time this

APP/APR was published (February 2002) the Department

of the Interior (DOI) was in the process of revising its

Strategic Plan. The primary impact of the revised

Strategic Plan wil l be on APPs developed for FY 2004

and beyond. However, we will review the performance

goals, measures, and targets presented in this APP/APR

and last year's APP/APR for consistency with the revised

DOI Strategic Plan. As a result of that review, we may

find it either necessary or appropriate to modify por-

tions of our FY 2002 or FY 2003 performance plans.

Any APP changes wil l  be documented according to the

provisions of the Office of Management and Budget

Circular A-11.
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Sect ion I

Introduct ion and Overview

1.1 INTRODUCTION 

The MMS is entrusted with managing the Nation's oil,

natural gas, and other mineral resources on the Outer

Continental Shelf (OCS), and with accounting for, col-

lecting, and disbursing revenues from offshore Federal

mineral leases and Federal and Indian onshore mineral

leases.

Although it is a small bureau, approximately 1800

employees in 20 cities across the United States, MMS'

activit ies provide major economic and energy benefits

to taxpayers, States, and the Native American communi-

ty - benefits that have both local and national impor-

tance. In addition, activit ies on the OCS significantly

contribute to our national energy supply - providing

more than 25 percent of the natural gas and oil pro-

duced in the United States (www.mms.gov/stats).

The framework to improve management of Federal and

Indian mineral royalties was created by the Federal Oil

and Gas Royalty Management Act of 1982 (FOGRMA).

That same year, an Independent Commission on Fiscal

Accountabil ity recommended the need for an adminis-

trative agency devoted solely to minerals management

to ensure proper fiscal accountabil ity and management

of the public's minerals resources. Following these rec-

ommendations, the Secretary of the Interior created

MMS, designating it as the agency responsible for over-

seeing the Secretary's obligations under the Outer

Continental Shelf Lands Act of 1953 (OCSLA), as

amended. To accomplish these goals, MMS util izes two

specialized operating programs - Minerals Revenue

Management (MRM) and Offshore Minerals Management

(OMM). The Directorates of Policy and Management

Improvement and Administration and Budget, as well as

the Offices of Congressional and Public Affairs, support

both programs.

As part of our mandate, we are responsible for oversee-

ing energy production from the OCS, which has a major

role to play in the President's National Energy Policy.

MMS administers more than 7600 active leases on 40

mill ion acres of the OCS. Through these activit ies, MMS

continues to demonstrate strong economic gains and

environmental stewardship. While the development of

offshore mineral resources has produced bil l ions of dol-

lars in revenues to the United States, MMS is especially

mindful of safety and environmental concerns. MMS

strives to achieve the proper balance between providing

a domestic energy source and protecting sensitive

coastal and maritime environments.

We also are responsible for administering mineral rental

and royalty collections and ensuring compliance with

financial terms for over 80,000 onshore and offshore

mineral leases. Since its inception in 1982, MMS has

distributed bil l ions of dollars to various parties. More

than $119 bil l ion has been provided to Federal, State,

and Indian accounts. Of this amount, nearly $75 bil l ion

has been transferred to the US Treasury and approxi-

mately $28 bil l ion has been granted to the Land and

Water Conservation Fund, the National Historic

Preservation Fund and the Reclamation Fund.

Additionally, over $13.5 bil l ion has been distributed to

38 States and nearly $3.3 bil l ion has been distributed

to the Department's Office of Trust Funds Management

on behalf of 41 Indian tribes and 20,000 individual

Indian allottees1. The revenues collected and disbursed

by MMS provide continuous benefits to the American

people.

1MMS collects revenues from activities on Federal onshore and offshore mineral leases, and disburses portions of the revenues to States with
Federal mineral leases that are within their respective boundaries or within 3 miles of the seaward boundary of their coasts. Indian tribes and
allottees receive 100 percent of the mineral revenues derived from leases on their lands.
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Throughout our 20-year history, we have provided high

quality, timely services to our customers and outstand-

ing value to the American people. Nevertheless, we

continually strive to improve our business processes and

effectiveness, as described in this report. We are com-

mitted to communicating, consulting, and cooperating

with our many diverse stakeholders in order to build

consensus while balancing national, regional, and local

interests. We also are committed to our efforts to

implement the President's management reform initia-

tives and the Secretary's cit izen-centered governance

initiatives.

For more information about MMS, please visit the MMS

web site at www.mms.gov. MMS' Strategic Plan for 

FY 2000 to FY 2005 and its recent Annual Performance

Plans and Reports can be accessed from the web site as

well.

1.2 MISSION AND VISION STATEMENTS

1.3 LINKAGE TO MMS STRATEGIC PLAN AND
DEPARTMENTAL GOALS 

The Department of the Interior has six broad goals that

provide a framework for the numerous and diverse

responsibil it ies of its bureaus. They are:

· Protect the environment and preserve our Nation's

natural and cultural resources

· Provide recreation for America

· Manage natural resources for a healthy environment

and a strong economy

· Provide science for a changing world

· Meet our trust responsibil it ies to Indian tribes and

our commitments to island communities

· Manage for excellence and accountabil ity

The breadth of MMS activit ies needed to effectively ful-

f i l l  the MMS mission generally support all Departmental

goals. Our "Rigs to Reefs" program provides recre-

ational opportunities for sport-fishing enthusiasts, and

OMM provides up-to-date scientif ic information for

resource management decision making through environ-

mental and technology research programs. This

research is made widely available and is used by

coastal states and other agencies. In October 2001,

MMS entered into a cooperative agreement with Texas

A&M University (TAMU) to conduct an archaeological

investigation of a 200-year old shipwreck in over 2,600

feet of water in the Gulf of Mexico. The wreck, located

February 2001 by ExxonMobil during pipeline construc-

tion, wil l be investigated during the summer of 2002 

aboard a research submarine. Scientists from TAMU will

join MMS archaeologists in photographing and excavat-

ing the wooden-hulled sail ing ship by using underwater

robots. Historic preservation is just one of MMS's many

responsibil it ies in protecting the nation's offshore envi-

ronment. Because of MMS's regulatory oversight, many

historic shipwrecks have been discovered on the floor

of the Gulf of Mexico.

Our mandated mission and our long-term goals con-

tribute most directly to the Department's third and fifth

goals, which are to "manage natural resources for a

healthy environment and a strong economy" and to

VISION 
 

VISION 
 

MISSION

TO MANAGE THE MINERAL RESOURCES ON THE OUTER CONTINENTAL
SHELF IN AN ENVIRONMENTALLY SOUND AND SAFE MANNER AND TO
TIMELY COLLECT,  VERIFY,  AND DISTRIBUTE MINERAL REVENUES FROM
FEDERAL AND INDIAN LANDS.

VISION

TO BE RECOGNIZED AS THE BEST MINERALS RESOURCE MANAGER
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TABLE: RELATIONSHIP BETWEEN DEPARTMENTAL GOALS AND MMS GOALS

M M S  M i s s i o n  G o a l s

Ensure safe OCS mineral development.

Ensure environmentally sound OCS mineral
development.

Ensure that the public receives fair market
value for OCS mineral development.

Provide revenue recipients with access to
their money within 24 hours of the due
date.

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

Interact with our customers in an open and
constructive manner to ensure that we pro-
vide quality services that satisfy our cus-
tomers' needs.

Fulfill our mineral revenue Indian trust
responsibilities.

Interact with our customers in an open and
constructive manner to ensure that we pro-
vide quality services that satisfy our cus-
tomers' needs.

All of our programs and goals are carried
out under the context of this Departmental
goal.

D e p a r t m e n t a l  G o a l s

3. Manage Natural Resources for a Healthy
Environment and a Strong Economy

5. Meet Our Trust Responsibilities to Indian
Tribes and our Commitments to Island
Communities

6. Manage for excellence and accountability

M M S  L o n g  Te r m  G o a l s

Safety - see page 18

Environment - see page 24

Fair Market Value - see page 33 

Access to Money - see page 39

Royalty Compliance - see pages 43 and 47 

Customer Service - see page 55

Mineral Revenue Indian Trust
Responsibilities - see page 51

Customer Service - see page 55

See above

"meet our trust responsibil it ies to Indian tribes and our

commitment to island communities."  This relationship

is depicted in the table above. All of our programs and

goals are carried out under the context of the

Department's sixth goal-to manage for excellence and

accountabil ity.

This FY 2003 Annual Performance Plan l inks directly to

the MMS FY 2000 to 2005 Strategic Plan through the

mission and long-term performance goals, and by delin-

eating the annual performance targets MMS managers

have set in order to attain the long-term goals. The

MMS Strategic Plan presents our mission and vision

statements and guiding principles, and sets out our mis-

sion goals and their related long-term performance

goals, which focus on outcomes. It also contains dis-

cussions about the strategies we intend to follow to

achieve our long-term goals.

The target levels of performance in the annual goals

were developed by subject matter experts at various

levels throughout the organization. Senior officials

identif ied and priorit ized the results that need to be

attained during FY 2003 in order to achieve the longer-

term strategic goals. Technical and program experts

identif ied the resources and specific actions needed to

achieve those results. Resource allocations and work

plans for each organizational unit wil l  be tied to this

plan.
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L o n g  Te r m  G o a l

N u m b e r

OMM-2

MRM-2B

O r i g i n a l  G o a l  i n  F Y  2 0 0 0 -

2 0 0 5  S t r a t e g i c  P l a n

By 2005, show a decrease in the envi-
ronmental impact index from the 2000
baseline.

By the end of FY 2005, issue 95 percent
of necessary orders and demands within
3 years of the due date.

R e v i s e d  G o a l

By 2005, show a decrease in the
environmental impact indicator
from the 1999 baseline.

By the end of FY 2005, complete
compliance work and issue nec-
essary orders within 3 years of
the due date for 95 percent of
royalties associated with convert-
ed properties.

C o m m e n t s

The 1999 results reflect a
more complete data set than
the 2000 results. Therefore,
1999 represents a more accu-
rate baseline. Also, the term
"indicator" is more accurate
than "index."

The previous long-term goal
was too narrowly focused on
issuance of orders and
demands. The revised goal
reflects the broader compli-
ance asset management
focus.

1.4 LINKAGE TO THE BUDGET

In accordance with the Office of Management and

Budget's (OMB) Circular A-11, section 220.8, the bud-

get figures presented in this document are at the mis-

sion goal level2. The budget figures for the mission

goals were determined by evaluating the contributions

of the various parts of the organization toward each of

the goals. The entire costs for the organization, includ-

ing general and administrative costs, were allocated in

this manner and then were totaled. The total for all the

mission goals accounts for and matches MMS' total 

FY 2003 budget request, including amounts from appro-

priations and offsetting collections. (See the budget

tables for each mission goal in Section 2 of this plan

for the budget information for the goal.)

1.5 ADJUSTMENTS TO THE STRATEGIC PLAN 

The FY 2003 Annual Performance Plan, which is part of

this Consolidated Report, is based on MMS' revised

Strategic Plan for FY 2000 to 2005, published in March

2000. The FY 2001 Annual Performance Report, which

also is part of this report, is based on the current

Strategic Plan and on the revised final FY 2001 annual

performance goals, presented in the FY 2002 Annual

Performance Plan in March 2001. Both are available on

the Internet at http://www.mms.gov/StrategicPlan/strat-

pln.htm.

As provided in Circular A-11, Part 210.2 (d), MMS is

making two minor adjustments to its current Strategic

Plan as part of this annual plan. The adjustments are

presented in the table below and discussed in more

detail in Section 2 of this report and in footnotes 10

and 14 in Appendix 2.

2OMB Circular A-11 requires that each program activity in an agency's Program and Financing Schedule (P&F) be covered by a performance goal
or indicator. An agency may choose to substitute a "GPRA program activities structure," which is developed by "consolidating, aggregating, or
disaggregating the program activities included in the P&F schedules."  For MMS, our mission goals equate to the GPRA program activities.



1.6 DATA VALIDATION AND VERIFICATION 

MMS is working to strengthen its data validation and

verif ication procedures. During MRM's reengineering

effort, for example, MRM has been working with its

contractor, Accenture, to develop data procedures that

are compliant with the Joint Financial Management

Implementation Program. Currently, however, the 

performance measurement process is in a transitional

period, with some measurement data being captured

and calculated automatically and other data being cap-

tured and manipulated manually, as discussed in

Section 2.

MRM is working with Accenture to develop a perfor-

mance measurement system that uses a top-down

process that wil l  capture and calculate performance

measurement data automatically. This process wil l

al low MRM to verify the integrity of performance mea-

surement data in two ways: first, by developing policies

and procedures for defining calculation and reporting

procedures; and, second, by developing company pro-

fi les that wil l  highlight problems with the data.

During this development process, MRM is developing

policies that define calculation methods and the timing

of reporting on performance measures. It also wil l

establish procedures to assess their effectiveness, incor-

porate GPRA requirements, review and analyze perfor-

mance with respect to the goals, and develop plans for

improving performance measurement. OMM also is

cognizant of the importance of valid measures and veri-

f iable data, and is working to strengthen its procedures.

OMM believes that the safety and fair market goals are

valid and logical reflections of their progress toward

the accomplishment of the respective targets, especially

given the stable history of the measures and validation

of the procedures by internal and outside reviewers. The

data for both goals are highly accurate and reliable

because they come from MMS databases, except for

safety data that are gleaned from operator reports.

OMM verif ies the accuracy and completeness of opera-

tor data through investigations. The data for the oil

spil l  indicator also are well tested and considered high-

ly reliable.

In addition to our other performance management ini-

tiatives, we are joining with Departmental staff and

employees from other bureaus to improve data valida-

tion and verif ication. The basic strategy underlying the

Department's data validation and verif ication approach

is to establish clear expectations and requirements for

achieving data credibil ity. This wil l  enable organiza-

tions to position themselves to succeed in delivering

accurate information to guide decision-making.

As part of the strategy, several bureaus, including MMS,

tested a data validation and verif ication "matrix" that

the Department developed last year. The Department,

with assistance from some of the testing bureaus,

including MMS, is refining the matrix for use later this

year. The matrix employs basic principles that typically

are applied to technical data collection and auditing

situations and includes a draft core set of criteria for

data validation and a draft f ive-part set of criteria for

data verif ication applicable to GPRA goals.

The Department-wide implementation strategy involves

several aspects or phases, several of which are concur-

rent. Because data validation and verif ication has the

potential for being a very labor intensive undertaking,

implementation wil l be staged over the next 12-18

months. After that, the Department believes the basic

tenets and benefits of data validation and verif ication

will be reinforced or fully integrated in the culture and

practices of each Interior organization.
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G P R A  M i s s i o n  G o a l

Ensure safe OCS mineral development.

Ensure environmentally sound OCS mineral development.

Ensure that the public receives fair market value for OCS min-
eral development.

Provide revenue recipients with access to their money within
24 hours of the due date3.

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

Fulfill our mineral revenue Indian trust responsibilities.

Interact with our customers in an open and constructive man-
ner to ensure that we provide quality services to satisfy our
customers' needs.

L o n g  Te r m  G o a l

Maintain or show a decrease in the safety index of .594.

By 2005, show a decrease in the environmental impact indicator from
the 1999 baseline.

From 2000-2005, the ratio of high bids accepted for OCS leases to the
greater of MMS' estimate of value or the minimum bid is maintained at
the 1989-1995 average level of 1.8 (+/- 0.4) to 1.

By the end of FY 2005, provide recipients access to 90 percent of rev-
enues within one business day of MMS receipt and disburse 98 percent
of revenues to recipients by the end of the month following month
received.

By the end of FY 2005, ensure payments are within the expected pay-
ment range at the due date for 95 percent of properties.

By the end of FY 2005, complete compliance work and issue necessary
orders within 3 years of the due date for 95 percent of royalties associat-
ed with converted properties.

By the end of FY 2005, ensure 100 percent of Indian gas producing
properties are in compliance with index zone/major portion and dual
accounting requirements for the time period 1984-20044.

By the end of FY 2005, ensure 100 percent of Indian oil pro-

ducing properties are in compliance with major portion for

the time period 1984-2004.

By 2005, show an increase in customer satisfaction with our data and
information services.

1.7 MINERALS MANAGEMENT SERVICE FY 2003 GOALS AT-A-GLANCE

The MMS' FY 2003 goals are presented below.

3Due date, as used throughout this document, is defined as the date royalty and production reports and payments are due as defined by laws,
lease terms, and regulations.

4On August 10, 1999, MMS published a final rule changing gas valuation regulations for Indian leases. One of the changes involved the use of
published index prices for valuing gas produced from many American Indian leases. For leases in these areas, MRM will ensure companies pay
royalties based upon the proper index prices.
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F Y  2 0 0 3  A n n u a l  G o a l

Achieve a safety index not greater than .594.

In FY 2003, show a decrease in the environmental impact indicator below the FY 1999 level of 8.10 and maintain an oil spill rate of no
more than 10 barrels spilled per million barrels produced.

In FY 2003 we will maintain the current high bids accepted for OCS leases to MMS' estimated value ratio of 1.8 (+/- 0.4) to 1.

By the end of FY 2003, provide access for ultimate recipients of 30 percent of revenues within one business day of MMS receipt and dis-
burse 98 percent of revenues to recipients by the end of the month following month received.

By the end of FY 2003, payments are within the expected payment range at the due date for 75 percent of royalties associated with con-
verted properties.

By the end of FY 2003, complete compliance work through the order stage for 95 percent of royalties associated with year 2000 convert-
ed properties and 90 percent of royalties associated with year 2001 converted properties.

By the end of FY 2003, ensure for the time period January 1, 2000, through March 31, 2003, that 68 percent of Indian gas producing
properties are in compliance with index zone/major portion requirements. By the end of FY 2003, ensure for the time period 1984-1999
that 95 percent of Indian gas producing properties are in compliance with dual accounting requirements.

By the end of FY 2003, ensure for the time period 1984-2001 that 30 percent of Indian oil producing properties are in compliance with
major portion requirements.

In FY 2003, we will increase the customer satisfaction index over the FY 2002 baseline.
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Sect ion II

Future  Goal s  and Pas t  Per formance

2.1 OFFSHORE MINERALS MANAGEMENT

OMM's overall mission is to provide for safe and envi-

ronmentally sound mineral development on the OCS and

ensure that the public receives fair market value.

This mission is the direct result of the OCSLA, which

provides for the expeditious and orderly development of

minerals on the OCS in an environmentally sound man-

ner. The OCSLA established a mandate for managing

natural resources on the OCS. The primary facets of

this mandate are to: 1) make OCS lands available for

mineral development to meet national needs; 2) ensure

that any mineral development occurs in a safe and envi-

ronmentally sound manner; and 3) ensure that the pub-

lic receives fair market value for making these mineral

resources available.

Offshore production from the OCS is a crit ical compo-

nent of the domestic energy supply. The demand for

natural gas is expected to continue to increase signifi-

cantly during the next 10 to 20 years. Various organi-

zations have conducted analyses to project the future

natural gas needs for the U.S. The results of the analy-

ses by the National Petroleum Council, the Energy

Information Administration (Annual Energy Outlook

2000, AEO 2000), and the Gas Research Institute indi-

cate the consumption of 22 tri l l ion cubic feet (tcf) in

1998 is expected to reach over 30 tcf by 2015. This

increase in demand is mainly from the industrial sector

and from the demand for electrical generation.

If the OCS is expected to maintain the same percentage

contribution towards future U.S. gas consumption, the

annual gas production from Federal waters wil l  have to

increase by seven to eight tcf. Assuming status quo in

the leasing program, the primary source of OCS natural

gas, the Gulf of Mexico, is projected to have a leveling

off in production at approximately f ive Tcf in the year

2005.

Finding economically viable methods to tap vast deep-

water resources is driving innovations in offshore tech-

nology. It is an MMS priority to maintain a comprehen-

sive technology assessment and environmental research

program that recognizes the environmental implications

of our decisions. We see MMS' research programs as

essential in helping ensure that management decisions

enable us to be proactive in assessing the need for reg-

ulation of the offshore industry and maintaining our

high standards for safe and environmentally sound

exploration and production. The Nation has much to

gain from excellent safety and environmental perfor-

mance because the production and consumption of

energy are fundamental components of economic devel-

opment, national security, and societal well being. The

United States now depends on oil and natural gas for

nearly two-thirds of its energy needs, which includes an

increasing proportion of our electricity. Environmental

benefits are obtained by providing access to clean-burn-

ing natural gas, which is increasingly being used

nationwide to power electric generating stations.

On November 1, 2001, the first oil from Federal waters

off Alaska was produced. The Northstar project is a

Federal-State unit located in the Alaskan Beaufort Sea.

This project is calculated to produce 175 mill ion barrels

of oil - enough energy to fuel nearly 1 mill ion American

automobiles for six years. About 16 percent of the

Northstar reserves are allocated to Federal leases and

will represent approximately $120 mill ion in Federal

royalty in future years. The Northstar project underwent

an exhaustive review by both the State of Alaska and

the MMS, and its successful completion proves that, by

working together, Federal and State governments and

the energy industry can combine protection of the envi-

ronment with cutting edge technology to bring

America's energy resources safely to market.

For the future, we continue to evaluate the resources in

the Alaska OCS. It is estimated that this area contains



15

M
IN

E
R

A
L

S
 M

A
N

A
G

E
M

E
N

T
 S

E
R

V
IC

E

25 bil l ion barrels of oil and 123 tri l l ion cubic feet of

gas. Alaska potential is constrained by the high costs

associated with exploration and development. However,

even with conservative economic assumptions, the

undiscovered, economically recoverable resources for

the Alaska OCS are estimated to be 3.3 bil l ion barrels

of oil and 1.6 tri l l ion cubic feet of gas at prices of

$18/bbl and $2.11/mcf (2000 National OCS

Assessment).

In pursuit of meeting or exceeding all three of our

goals, OMM procured a contractor to conduct a

Foundational Study of how it should transition to an E-

Government (E-Gov) environment. This study consisted

of a business process review and recommendations for

moving to a web-based, paperless operation with our

customers. Developing an overarching vision and strat-

egy wil l  set the course for moving towards electronic

government in a coordinated fashion. OMM continues

to brief stakeholders on this initiative to ask for feed-

back on how MMS can more efficiently transact busi-

ness.

Some of the guiding principles and objectives of OMM's

E-Gov initiative are:

· Streamline and more fully automate key business

processes to respond to increased workload and

information exchange requirements.

· Enable near-real-time decision making so that indus-

try can work at peak performance and avoid delays

in exploration for and extraction of oil and gas.

· Coordinate workflow for the regulatory process to

reduce redundant requests and maximize stakeholder

reviews, promoting more efficient analysis.

· Support multiple Federal and State requirements sur-

rounding regulation of the offshore oil and gas

industry.

· Create a standardized data exchange to improve

communication of information among OMM workers,

customers, and stakeholders; create network

economies that wil l  al low OMM to easily scale IT

operations to meet changes in demand; and make

OMM more accessible through the Internet to all

stakeholders.

· Electronically capture, store, and distribute informa-

tion to both internal and external stakeholders to

minimize knowledge loss from retir ing employees;

decrease delivery, data entry, and searching costs;

and increase the potential for meaningful analysis.

The completed Foundational Study included specific

tasks and objectives to be undertaken in FY 2002 to

begin the transformation process. A small Program

Management Office (PMO) was established in October

2001. A business case and a capital plan were pre-

pared which supported a multi-year funding request.

The President's Budget Request for FY 2003 includes

$8.742 mill ion for the E-Gov initiative. The PMO is

working with the contractor to baseline OMM Business

Areas and Business Functions to establish priorit ies to

begin the business process re-engineering effort. This

wil l include business data, applications, and technology.

In FY 2002 and FY 2003, OMM will develop and imple-

ment a Change Management Plan and Communications

Plan and develop appropriate inreach and outreach

products to ensure stakeholder participation. The MMS

will collaborate with other DOI bureaus, other Federal

and State agencies, and other international regulators

as appropriate.

Other steps in the process are to develop an enterprise-

wide data model and define an enterprise security

architecture, both to be consistent with those of the

Department of Interior, and support extra-departmental

e-Government initiatives, such as the 23 OMB-support-

ed Quicksilver initiatives.

Additionally, OMM will develop a standard logical data

model that wil l  integrate the business architecture, data

architecture, and applications architecture. OMM will

work with standards organizations to align this model

with existing standard models.

OMM has committed to development and implementa-

tion of an electronic permitting project during FY 2002

based on current architecture that wil l  be an early pro-

totype of the business re-engineering process. The re-

engineered processes wil l  be moved into the new enter-

prise architecture as a full e-Gov implementation.
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MMS has developed the following goals to accomplish

its mission to carry out the OCSLA mandate.

2.1.1 MISSION GOAL OMM-1: ENSURE SAFE
OCS MINERAL DEVELOPMENT

Description: The MMS safety program today has sever-

al components that emphasize performance over process

and using our resources where the risk is greatest.

These components include:

· Promotion of company-wide safety and environmental

management programs;

· Performance-based well control and production safety

training requirements;

· Comprehensive and technically sound operating regu-

lations that are developed with full public involve-

ment;

· Participation in the development of industry-wide

standards and guidelines that address offshore

equipment, procedures, and safety devices, and incor-

poration of these documents into MMS regulations;

· Comprehensive approach to inspection of offshore

facil it ies focused on those components or processes

that present the most risk of failure;

· Vigorous enforcement program including warnings,

component and facil ity shut-ins, civi l  penalties, and

disqualif ication of operators;

· Use of annual performance reviews of companies to

maintain an ongoing dialogue with an emphasis on

improving performance;

· Close cooperation with the Coast Guard on offshore

safety issues;

· Support of Coast Guard and industry efforts to mini-

mize the threat of terrorist acts that could jeopardize

offshore personnel, facil it ies, and production; and 

· Exchange of safety and regulatory information with

international counterparts in Norway, UK, Brazil,

Canada, and other countries where offshore oil and

gas operations are conducted;

An important component of our safety management

approach is the collective work to develop and promote

the importance of the Safety and Environmental

Management Program (SEMP). The SEMP is a nontradi-

tional, performance-focused tool for integrating and

managing offshore operations. The purpose of SEMP is

to enhance the safety and to minimize the environmen-

tal impact of operations by reducing the frequency and

severity of accidents. Because MMS does not believe

that management commitment and improved safety cul-

ture can be imposed by regulation, we have asked

industry to voluntari ly adopt SEMP. MMS will focus on

industry achievement, penalizing the poor performers

and recognizing the top achievers. Many companies are

employing SEMP as a means of improving their safety

performance, complying with MMS requirements, and

(particularly in the case of contractors) improving their

business. MMS has four principal SEMP objectives:

(1) focus attention on the influences that human error

and poor organization have on accidents;

(2) achieve continuous improvement in the offshore

industry's safety and environmental records;

(3) encourage the use of performance-based operating

practices; and

(4) collaborate with industry in efforts that promote the

public interests of offshore worker safety and environ-

mental protection.

MMS believes that the best regulatory program includes

performance-based components founded on a prescrip-

tive set of regulations. Our inspection program will not

go away. In fact we are continually looking for ways to

more wisely use our resources and focus our attention.

In the safety program, we have over 70 inspectors that

go offshore every day, weather permitting. In 2000,

these inspectors conducted over 14,000 inspections cov-

ering a diverse set of operations and facil it ies and

pipelines systems of varying complexity. In the future,

MMS will include both audits of safety management sys-

tems and a comprehensive and rigorous inspection pro-

gram.

The offshore industry in the U.S. ranges from mega-

national corporations with worldwide operations to

small independents with operations in only one region

or State. The move into deep water and the resulting

activity have increased both the level and complexity of

monitoring OCS operations. The MMS offshore program

continues to seek ways to accomplish its goal of safe



17

M
IN

E
R

A
L

S
 M

A
N

A
G

E
M

E
N

T
 S

E
R

V
IC

E

O f f s h o r e  M i n e r a l s  M a n a g e m e n t  -  M i s s i o n  G o a l  O M M - 1

BUDGET TABLE

Budget Activity/Subactivity

Leasing & Environmental

Resource Evaluation

Regulatory

Information Management

Oil Spill Research

Totals

Total
OMM
($000)

42,836

27, 660

50,592

17,336

7,163

145,587

Mission
Goal

OMM-1
($000)

175

1,262

43,063

6,413

4,627

55,540

Mission
Goal

OMM-1
($000)

178

1,881

50,929

6,588

4,706

64,281

Total
OMM
($000)

44,868

30,221

60,222

28,673

7,279

171,263

Mission
Goal

OMM-1
($000)

178

1,555

51,838

11,473

4,702

69,746

Total
OMM
($000)

46,027

29,818

59,151

17,772

7,285

160,053

FY 2001 Enacted FY 2002 Enacted FY 2003

President’sBudget

%

0.4

4.5

85.1

37.0

64.6

38.1

%

0.4

6.3

86.1

37.1

64.6

40.2

%

0.4

5.1

86.1

40.0

64.6

40.7

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.

FY 1999
Enacted

51,867

FY 1998
Enacted

N/A

FY 2001
Enacted

55,540

FY 2000
Enacted

54,063

FY 2003
Enacted

69,746

FY 2002
Enacted

64,281

OMM-1
Budget
History
($000)

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.
*Note: Data are not available for this goal in FY 1998.

operations with minimal environmental impact in the

most cost-effective way.

FY 2003 ANNUAL GOAL:

Achieve a safety index not greater than .594
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Goal Description: This index considers the number

and severity of incidents and the relative risks of those

activit ies. It can be compared only with results from

other years. This measure wil l indicate whether off-

shore operations are improving upon an already excel-

lent safety record. The index is derived as follows:

1) Each incident is multiplied by a factor representing

the severity of that incident and the results are totaled.

(Incidents include fatality, injury, explosion, loss of well

control, f ire, and coll ision. Pollution events are exclud-

ed because they are captured in the environmental

impact indicator.)  For example, a fire that causes

$1,000 damage receives a severity value of 1, and a fire

that causes $2 mill ion damage receives a severity value

of 500. The number generated is the numerator for the

index.

2) Each activity that occurred during OCS oil, gas, and

sulfur operations is multiplied by a factor representing

the complexity and safety risk of that activity and the

results are totaled. (Activit ies include numbers of plat-

forms, wells dri l led/completed, and wells plugged and

abandoned.)  For example, the number of platforms in

water less than 200 meters deep with zero to five wells

is multiplied by one, and the number of platforms in

water 200 to 400 meters deep with zero to eleven wells

is multiplied by three. The number generated is the

denominator for the index.

3) The safety index value equals the totals from step 1

divided by the totals from step 2. In the extreme, if

each activity had resulted in the most severe

type of accident (i.e., multiple fatalities), the

1996 index would have been 298, rather than

.612.

The safety index is normalized in that it takes into con-

sideration the activity level when totaling accidents.

The safety index should not be construed as the per-

centage of accidents that occur from gas, oil, and sul-

phur operations on the OCS. It is an indexed number

that uses subjective multipliers for accidents and activi-

ties to calculate an indexed rate. As long as the multi-

pliers for both accidents and activit ies are used consis-

tently from year to year, the index wil l measure whether

or not safety is improving for gas, oil, and sulphur oper-

ations on the OCS.

Mission Goal OMM-1: Ensure safe OCS mineral development.

Long-Term Goal OMM-1A: Maintain or show a decrease in the saftey index of .594.

FY 2003 Annual Performance Goal: Achieve a safety index not greater than .594.

Performance Measure: Ratio of the number of incidents (times the severity factor) to the number of activi-
ties (times the complexity/risk factor).

FY 99 Actual

.578

FY 00 Actual

.837*

FY 01 Plan

.594

FY 01 Actual

.658

FY 02 Plan

.594

FY 03 Proposed

.594

G O A L : S A F E T Y

* We previously reported that the FY 2000 safety index result was .867.  We have revised the result because we discovered an error in
a database query. 
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MMS and the industry have been working together over

the last several years to reduce both the number and

severity of accidents occurring during operations on the

OCS. One indicator that these efforts have been paying

off is the general downward trend in fatalit ies, as

shown by the chart above.

The curved l ine is a logarithmic function that shows the

general trend over time. The recent numbers that fall

above the l ine are partially the result of crane-related

incidents. This is a worldwide problem that MMS is

studying and attempting to correct.

A document prepared by OMM titled "Performance

Measures Primer" contains additional detail on the

safety index. The primer is available on request.

STRATEGIES AND RESOURCES:

Stay abreast of new technologies: MMS' long-term goal

is to maintain or decrease the safety index. Recent

budget increases, including the initiative proposed for

FY 2003, are required to maintain the index near its

very low level given the increase in activity, particularly

in the Gulf of Mexico (GOM). This increased activity

was made possible by new technologies that allowed

exploration and development in very deep water and

allowed geoscientists to "look" below the previously

impenetrable layers of salt into deeper sediments that

could hold additional oil or gas. A record number of

wells were dri l led in FY 2000 (1,364), including a

record 225 wells dri l led in deepwater - a 50 percent

increase over the prior year. Deepwater production now

accounts for more than half of the oil produced in the

GOM and more than 13 percent of all domestically pro-

duced oil.

As operations continue to progress into deeper water,

MMS expects that the number and complexity of

Deepwater Operations Plans (DWOPs) wil l  increase, as

will the processing of industry plans of exploration and

development. Additional resources are needed to keep

plan approval on pace, preventing delays in oil and gas

production and revenues, and to continue to ensure

that ongoing production is done in a safe and environ-

mentally sound manner.

Deepwater expansion is not the only factor creating a

need for additional resources. One of the significant

problems MMS engineers must address is the aging

infrastructure in the Gulf of Mexico and the corrosion

that wil l  have a detrimental effect on the equipment

that makes up this development infrastructure. The

occurrence of corrosion can result in premature aban-

donment of a well, pipeline, or even a production plat-

form.

Expand inspections: MMS faces an accelerating work-

load on pipelines. In order to improve our abil ity to

prevent further accidents in the Gulf, we are requesting

additional resources to deal with accident investiga-

tions. MMS will be taking over the U.S. Coast Guard's

responsibil it ies for conducting inspections on fixed OCS

facil it ies for safety of the workplace and l ifesaving in
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accordance with Coast Guard regulations.

MMS inspects dri l l ing and production facil it ies on the

OCS using both scheduled and unannounced inspec-

tions. An inspection can range from two hours in dura-

tion by a single inspector to several days by two or

more inspectors, depending upon the operation being

inspected and the complexity of the facil ity. MMS has

increased the overall t ime spent on inspecting facil it ies,

investigating incidents, and issuing civi l  penalties.

These efforts contribute to a safe working environment.

The engineering staff is being challenged every day with

changing technologies. MMS plans additional training

to maintain an acceptable level of technical skil ls.

Other efforts underway to enhance the safety program

include:

· Publishing Notices of Proposed Rulemaking on deep-

water facil it ies, web-based incident reporting, and

third party certif ication of well control and produc-

tion safety training. These rules are necessary to

provide a framework for deepwater production,

transfer responsibil ity for training school certif ication

to industry associations, and provide for more effi-

cient electronic incident reporting.

· Fully implementing the provisions of an MOU

between MMS and the Department of Transportation

(DOT), which delineates each agency's respective

responsibil it ies for offshore facil it ies. To simplify

compliance and monitoring, MMS is working with the

DOT's Office of Pipeline Safety on common safety

standards for f ixed and floating facil it ies.

Coordinating important differences on firefighting

requirements are the first, and most important, task.

· Working with the Department of Transportation on a

single set of safety standards and pipeline regula-

tions for offshore production and transportation

activit ies. This wil l  facil itate industry compliance and

MMS enforcement.

· Continuing to participate in the development of

industry safety standards for offshore facil it ies,

including participation in International Organization

for Standardization efforts to develop regional guide-

lines and standards that are beneficial to improving

safe domestic operations. International standards

enhance performance worldwide and facil itate the

global transfer of personnel, equipment, and services.

· Continuing to cooperate with regulators of other off-

shore producing nations to resolve inconsistencies in

operating requirements and regulatory practices.

Information on operational activit ies, accidents, oil

spil ls, regulations, training programs, safety manage-

ment issues, and technical developments is

exchanged and used to enhance our domestic perfor-

mance.

· Continuing to work towards implementation of a

risk-based inspection program, assigning the highest

priority to the facil it ies with the highest risk of acci-

dents or pollution events.

· Using objective and comprehensive performance

data, recognize and award outstanding operators and

contractors, while quickly and heavily penalizing

actions that put the offshore program and our energy

future at risk.

Demand for energy, particularly natural gas, is expected

to increase substantially in the future. MMS is commit-

ted to maintaining an excellent safety and environmen-

tal record while contributing to the economy in the

form of revenues and secure supplies of oil and natural

gas. MMS also is committed to balancing the produc-

tion of offshore energy with the protection of human,

marine, and coastal environments.
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FY 2001 ANNUAL PERFORMANCE REPORT

FY 2001 Goal: Achieve a safety index of not greater than .594.

Report: Goal not met. The FY 2001 safety index was .658, which, although it did not meet the goal, was an

improvement over the FY 2000 index.

From FY 1998 to FY 1999 the safety index remained

constant, but the accident severity and the activity level

both went down proportionately. In FY 2000, the acci-

dent severity increased significantly and the activity

level decreased. This resulted in the significant jump in

the safety index in FY2000. The rise in severity in 

FY 2000 probably was due to several serious injury inci-

dents and several high-damage-amount incidents. In 

FY 2001, the accident severity dropped. The activity

level increased significantly from FY 2000 to FY 2001.

These two factors caused the safety index to go down

significantly for FY 2001. The accident severity for FY

2001 was sti l l  higher than it was in FY 1998 and FY

1999. This was due to a high number of serious

injuries. The strategies and enhancements to the safety

program listed on the previous pages wil l  continue to

address the issue of serious injuries and fatalit ies.

FY 1999 

.578

FY 1998

.583

FY 2001 

.658

FY 2000 

.837

Saftey
Index

MMS WORKS WITH INDUSTRY TO ENSURE SAFETY IN OFFSHORE MINERAL OPERATIONS.

The safety index is the ratio of the number of incidents

(times the severity factor) to the number of activit ies

(times the complexity/risk factor). The data for the last

several years follow:
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PERFORMANCE DATA DETAILS

The safety index baseline is .594.

This goal was reviewed by regulatory operations managers at headquarters and in the regions for consisten-
cy with future plans and capabilities. They concluded that this goal was logical, based on the consistent
results over the past few years. The goal is also attainable; however, several more years of results may be
needed to compute a valid baseline. The goal is measurable, understandable, and directly related to the
goal activity.

Data for the safety index are obtained directly from OMM's Technical Information Management System
(TIMS). The system contains reports on all accidents and information on all wells, structures, and other
activities on the OCS. There are no external sources.

All data and information used in this measure are entered into the database by MMS personnel. Prior to
entry, the data are reviewed for completeness and accuracy. The well and structure data are taken from per-
mit requests and approvals and subsequent "as built" reports. The accident information is taken from oper-
ator reports and MMS investigation reports.

The only limitations are the completeness of operator submitted reports of accidents. MMS investigators fill
in information that is lacking in operator reports.

MMS is revising the regulations covering accident reporting. The revisions will make it easier (electronic
reporting via the web) and more timely. There is no international standard governing safety data, but we
are sharing information with other nations on reporting and gathering accident data through the
International Regulators Forum.

Baseline

Data Validation-
Supplemental
(See Also Section 1.6)

Data Source

Data Verification-
Supplemental
(See Also Section 1.6)

Data Limitations

Planned Actions

2.1.2 MISSION GOAL OMM-2: ENSURE ENVI-
RONMENTALLY SOUND OCS MINERAL DEVEL-
OPMENT.

Description: Activit ies associated with the extraction

of OCS minerals potentially can impact environmental

resources, habitats, and the human environment. These

effects can be low level and chronic in nature, accumu-

lating over time, or can be sudden high-impact events

with localized outcomes. MMS ensures environmentally

sound development of OCS minerals through reviews of

plans and projects for compliance with environmental

laws, monitoring and follow-up, mitigation, regulations,

and research.

The OCS management activit ies span drastically differ-

ent physical and sociological environments, in addition

to relationships with an exceptionally diverse group of

stakeholders. As part of its environmental mission,

MMS must bring to bear a worldwide l ibrary of data

and information about environmental effects of dri l l ing

and site specific knowledge of ocean currents, biology,

marine mammals, and many other fields. This environ-

mental analysis is part of the review of 900 wells

dri l led and the approval of 600 plans each year.

FY 2003 ANNUAL GOAL

In FY 2003, show a decrease in the environmental

impact indicator below the FY 1999 level of 8.10 and

maintain an oil spil l  rate of no more than 10 barrels

spil led per mil l ion barrels produced.
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O f f s h o r e  M i n e r a l s  M a n a g e m e n t  -  M i s s i o n  G o a l  O M M - 2

BUDGET TABLE

Budget Activity/Subactivity

Leasing & Environmental

Resource Evaluation

Regulatory

Information Management

Oil Spill Research

Totals

Total
OMM
($000)

42,836

27, 660

50,592

17,336

7,163

145,587

Mission
Goal

OMM-2
($000)

42,657

2,097

5,810

3,738

2,540

56,842

Mission
Goal

OMM-2
($000)

45,849

2,729

5,909

3,837

2,579

60,903

Total
OMM
($000)

44,868

30,221

60,222

28,673

7,279

171,263

Mission
Goal

OMM-2
($000)

44,690

1,967

5,884

6,761

2,577

61,879

Total
OMM
($000)

46,027

29,818

59,151

17,772

7,285

160,053

FY 2001 Enacted FY 2002 Enacted FY 2003

Budget Request

%

99.6

7.6

11.5

21.6

35.4

39.0

%

99.6

9.2

10.0

21.6

35.4

38.0

%

99.6

6.5

9.8

23.6

35.4

36.1

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.

FY 1999
Enacted

55,144

FY 1998
Enacted

N/A*

FY 2001
Enacted

56,842

FY 2000
Enacted

55,735

FY 2003 
Proposed

61,879

FY 2002
Enacted

60,903

OMM-2
Budget
History
($000)

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.
*Note: Data are not available for this goal in FY 1998.



24

A
P

P
 /

 A
P

R

G O A L : E N V I R O N M E N T

Mission Goal OMM-2: Ensure environmentally sound OCS mineral development

Long Term Goal OMM-2A: By 2005, show a decrease in the environmental impact indicator from the 1999 baseline.

FY 2003 Annual Performance Goal: In FY 2003, show a decrease in the environmental impact indicator below the FY 1999 level of
8.10 and maintain an oil spill rate of no more than 10 barrels spilled per million barrels produced.

Performance Measure: Ratio of the number of adverse environmental impact incidents observed during the review of a specified 
number of mineral development activities. 

FY 99 Actual FY 00 Actual FY 01 Plan FY 01 Actual FY 02 Plan FY 03 Proposed

8.10 5.02 8.10 N/A5 8.10 8.10

Performance Measure: Barrels of oil spilled per million barrels produced.

FY 99 Actual FY 00 Actual FY 01 Plan FY 01 Actual FY 02 Plan FY 03 Proposed

6.9 5.35 10 N/A 10 10

Goal Description:

Environmental Impact Indicator 

Over the last several years, MMS has evaluated how

best to determine program performance by way of an

environmental index, now termed the environmental

impact indicator. The MMS environmental program

assists in decision making by assessing and monitoring

biological and environmental resources to predict

impacts of activit ies.

The challenge is to develop an environmental impact

indicator that is entirely satisfactory for the three dis-

parate areas-the shallow to deep, semitropical Gulf of

Mexico, the waters off southern California, with its very

narrow continental shelf, and the semiarctic and arctic

Alaska waters. An indicator such as air quality is very

important in California, and is also very important in

the Gulf of Mexico in the vicinity of the Breton National

Wilderness Area, a Class 1 Air Quality area. In other

OCS areas, where emissions from OCS resources are less

likely to significantly affect the air quality of coastal

States, this indicator is less important. The measure-

ment of environmental quality parameters in California,

with 23 platforms, all fairly close to shore, is in itself

relatively diff icult and expensive. However, measuring

water quality in the Gulf of Mexico, with about 4,000

platforms, many of which are over 100 miles from

shore, is a daunting task. Similarly, coastal community

impacts in the form of economic benefits and employ-

ment are sought after in the coastal areas of Louisiana

and Texas, but the opposite is true in Florida. Resource

measurements that are meaningful in one region can be

of l itt le value in another, and issues that are deemed

nationwide in scope exceed financial capabil it ies when

the task of collecting the data in the Gulf of Mexico is

considered.

In collecting data for predictive studies there are some

occasions when we measure impacts on resources from

past activit ies. However, measurements or monitoring

needs change based on the 5-year leasing plan decision

5 The environmental index and the oil spill number are calculated by calendar year because the data for the variables (a portion of which are

obtained from other agencies) are generated on a calendar year basis. MMS should complete the 2001 analysis by May 2002.



25

M
IN

E
R

A
L

S
 M

A
N

A
G

E
M

E
N

T
 S

E
R

V
IC

E

points, and the needs for the three regions vary consid-

erably. Once a study is complete, funds are typically

redirected based on the requirements for environmental

information. Some of the diff iculty in developing a

nationwide index, therefore, has been determining com-

mon factors for all three regions and determining what

data are available nationwide.

For the components of the current index, each OCS

Region collects data on the number of actions in the

planning area, including the number of post-construc-

tion reports submitted for projects in protected biologi-

cal areas; air quality inspections carried out; platforms

removed using explosive devices; and incidents of

adverse environmental impacts observed during inspec-

tions of a specified sample of activit ies. The incidents

are recorded by resource (see chart below). The number

of incidents is divided by the number of OCS mineral

development activit ies, to determine an environmental

impact rate for OCS activit ies. Since it is not possible

to measure all potential impacts in the marine environ-

ment, this rate is an indicator of environmental impacts,

and should not be construed as the number of impacts

per activity or a measurement of all impacts that could

occur.

In 1999, MMS determined that the information for

water quality could not be obtained because the

Environmental Protection Agency (EPA) Region responsi-

ble for the bulk of the GOM could not provide the data

in a way that it could be assigned to offshore plat-

forms. Therefore, the 1999 and 2000 index results

incorporate less data than 1998. At present, the indi-

cators shown on the table below are used in the envi-

ronmental impact calculations.

R e s o u r c e

Seafloor Resources

Protected Biological
Resources(Endangered Species,
Threatened Species, and
Protected Marine Mammals)

Air Quality

I n d i c a t o r  o f  A d v e r s e  E n v i r o n m e n t a l  I m p a c t

Contact with a sensitive seafloor resource the operator has been told to avoid (e.g., direct [anchor
scarring] or indirect [muds and cuttings, oil] contact with hard/live bottom, archaeological
resources, pinnacles, topographic features, or chemosynthetic communities).

Non-compliance with Fish & Wildlife/National Marine Fisheries Service permit requirements.

Non-compliance with MMS/local air quality emission levels.

Further Evaluation of the Environmental Impact

Indicator

Adverse environmental impacts can occur as a result of

one of two primary pathways:

(1) planned activit ies, and (2) accidents. The primary

accidents of environmental and societal concern are

large oil spil ls, either from production or transportation

of oil. MMS has a measure that monitors oil spil lage

from OCS activit ies (see below). The environmental

impact indicator currently focuses on cumulative envi-

ronmental impacts from both permitted activit ies (by

MMS and other Federal regulatory agencies) and acci-

dental events. MMS is in the process of developing and

evaluating an index that wil l  focus on MMS-permitted

operations only (while maintaining the oil spil l  rate

measure). Focusing on MMS-permitted activit ies should

alleviate some of the data collection problems experi-

enced in the past.

The MMS-permitted OCS activit ies can affect the envi-

ronment or resources of concern via:

· Emissions (of air pollutants)

· Seafloor disturbances (of biological communities or

historic shipwrecks or cultural sites)

· Explosive shock waves
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Environmental impacts (both adverse and beneficial)

that might occur from an industrial activity at sea range

from trivial to extreme. A key concept is that accep-

tance or rejection of any given environmental alteration

is a value-based decision. In different social settings,

with different values, the reaction to a proposed envi-

ronmental alteration may not be the same.

Oil Spill Rate

MMS maintains a database of all oil spil ls greater than

one barrel in size resulting from OCS mineral develop-

ment activit ies. Oil spil ls include crude, condensate,

diesel, and other products such as dri l l ing muds. Since

the amount of oil produced can vary from year to year,

and will have an influence on the amount of oil that

could be spil led, this measure takes into account the

amount of oil produced. This measure is calculated by

dividing the total number of barrels spil led (for spil ls 

> 1.0 bbl) by mill ions of barrels produced for each year.

Because oil spil ls are accidents, this measure wil l f luc-

tuate widely from year to year.

One factor to consider when analyzing this performance

measure is that pipelines often are the source of oil

spil ls. Vessels, which have historically been the source

of anchor or trawler drag of pipelines, are generally not

under MMS authority to regulate. The primary way at

present for MMS to preclude large spil ls (> 1,000 bbl)

from occurring is to ensure that the pipeline is shut

down immediately following an incident.

In FY 2001, OMM revised the baseline to maintain the

amount of oil spil led to a level below 10 barrels spil led

per mill ion barrels produced (versus 5.06). Given that

offshore production is 500 mill ion barrels or more per

year, this would equate to spil lage of less than 5,000

barrels. Oil is a naturally occurring substance in the

ocean--an estimated 2,000 barrels of oil seep naturally

each day from the seabed or coastal areas into U.S.

marine waters. Natural seeps introduce 150-175 times

more oil into U.S. marine waters than do OCS oil and

gas activit ies.

The original baseline of 5.06 barrels spil led per mil l ion

barrels produced was based on the average of FY 1992

through FY 1996. In retrospect, it appears that two of

these five years were record lows in terms of barrels

spil led over the last 15 years. As a test we calculated

an oil spil l  rate for each year FY 1985 - FY 1999. The

average for these 15 years was 10.91 barrels spil led per

mill ion barrels produced.

During this 15-year period, the rate of 5.06 was

exceeded in 6 years (rates ranging from 6.65 to 63.15).

In each year the rate was exceeded, at least one large

(greater than 1,000 barrels) pipeline spil l  occurred.

These spil ls were primarily caused by anchor drag, trawl

drag, or hurricanes, circumstances over which MMS has

litt le or no control. During the 15-year test timeframe

the rate was less than 5.06 for 9 years (rates ranging

from 0.53 to 4.13). Each year with one or more large

pipeline spil ls exceeded the goal, while each year with-

out a large pipeline spil l  bettered the goal.

There have been no large platform spil ls since 1980.

From 1985 to 1999, OCS operators produced over 6.3

bil l ion barrels of oil. The amount of oil spil led totaled

about 68,000 barrels (0.001percent of produced) or

about 1 barrel spil led for every 94,000 barrels pro-

duced. Raising the baseline to 10 acknowledges the

fluctuation created by pipeline spil ls, caused primarily

by vessel traffic not under MMS jurisdiction. Four of

the last 15 years exceeded the 10-barrel rate, so this

baseline is not set exceptionally high.

To put the baseline of 10 into perspective, there were

no documented serious environmental impacts from

spil ls related to OCS operations during the 15-year test

timeframe. This includes FY 1990 when the rate was

63.15 due to a 14,423 barrel pipeline spil l  (anchor

drag) and a 4,569 barrel pipeline spil l  (trawl drag). In

1992, Hurricane Andrew was the cause of a 

2,000-barrel pipeline spil l , which occurred 6 miles from

shore. This has been the only spil l  to contact shore

between 1985 and 2000. Shore cleanup was per-

formed, and no lasting impacts have been identif ied.

Spil ls that stay offshore typically evaporate quickly or

are diluted by the large volume of water in the ocean.

This observation is specific to offshore production (plat-

forms, pipelines) over which MMS has partial jurisdic-

tion. The notable spil l  created by the Exxon Valdez in
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1989 was a result of tankering Alaska State oil from

Prudhoe Bay (onshore production).

MMS strives to ensure environmentally sound OCS

activity by fostering compliance through inspections and

enforcement; protecting seafloor resources and air and

water quality; and protecting threatened and endan-

gered species. We recognize the l imitations in the data

that we have been using for environmental performance

measurement and are working to adjust the index and

determine what information can reasonably be provided

in a timely manner. Regulation of activit ies in the

ocean arena is very complex, and responsibil it ies fall

under several Federal agencies. MMS is committed to

its role of contributing to the national energy supply by

balancing the production of offshore energy with the

protection of human, marine, and coastal environments.

STRATEGIES AND RESOURCES:

Stay abreast of increased workload: As stated in the

discussion of the safety index, the increase in activity of

the Gulf of Mexico Region has translated to additional

workload for MMS staff. Additionally, new requirements

to existing regulations, such as those under the Coastal

Zone Management Act and the Marine Mammals

Protection Act, have added to MMS' environmental

workload. Finally, MMS administers and tracks all

bonding requirements. This includes tracking companies

whose financial status exempts them from posting sup-

plemental bonds for plugging and abandonment opera-

tions. This is extremely important for ensuring all com-

panies are able to meet their f inancial commitments to

control wells, abandon and remove wells, and keep pro-

duction facil it ies in safe and environmentally sound

working order.

The Gulf of Mexico OCS Region faces steadily increasing

workloads across the board in environmental assess-

ment (EA). These include areas of environmental

review, coastal zone management review, and manage-

ment of environmental studies. Environmental assess-

ments now extend beyond planned oil and gas extrac-

tion activity to other types of activit ies that may involve

new and technically challenging areas. These include

EAs on Atlantic area gas pipelines (regassif ication of

l iquid natural gas), commercial waste disposal into salt

caverns, and complex pipeline scenarios involving multi-

ple projects and platforms.

Increase environmental review efforts: OMM's environ-

mental operations staff reviews plans to dri l l  and pro-

duce to ensure that activit ies take place in accordance

with National Environmental Policy Act (NEPA) require-

ments. These reviews have become increasingly com-

plex over the years, requiring the expertise of special-

ists in a wide variety of scientif ic disciplines. With the

move into deeper water, the technological challenges to

industry have increased considerably while the environ-

mental considerations are less well understood.

Additional resources are needed to adequately conduct

the required environmental reviews in areas where envi-

ronmental data are relatively scarce.

Other efforts underway to enhance the environmental

program include:

· MMS just completed a 3-year meteorological data

collection program in the Gulf of Mexico. Radar pro-

fi lers placed on two OCS platforms collected the

data. One platform is in shallow waters about 6

miles from the Louisiana shoreline; the other is in

deep water about 100 miles from shore. The data

will be used to improve our knowledge of the lower

atmosphere over the Gulf as well as provide input for

future air quality modeling efforts in the Gulf.

Concurrently with this effort, MMS sponsored the

atmospheric boundary layer study, which wil l  inte-

grate the data from the profi lers with data being col-

lected from other sources in the area, such as the

NOAA buoys. This study should be completed in

about a year.

The data wil l  be essential in improving our meteorologi-

cal database and our air quality modeling capabil it ies.

It wil l  be especially valuable in future modeling in the

Gulf for ozone, fine particulate matter, and regional

haze.

· MMS has made the products of its Environmental

Studies Program (ESP) and its Oil Spil l  Modeling

Program easily available to its diverse customer base
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for their information and use on the MMS web site.

Information concerning MMS' modeling efforts and

prospective study plans, plus ongoing and completed

research efforts, are accessible via an intuition-based

new web page. The new system also includes a revi-

sion of the MMS' Environmental Studies Program

Information System (ESPIS), which provides immedi-

ate access to all completed MMS ESP studies.

Descriptions of all "ongoing" (i.e. yet to be complet-

ed) ESP studies are also available, providing for a

complete information package.

· The Gulf of Mexico Region has developed an

approach to streamline environmental reviews of oil

and gas activit ies in deepwater areas. The western

and central Gulf OCS deeper than 400 meters has

been divided into a rough grid of environmental

analysis areas, based on water depth and similar bio-

logic communities (the "rows"), then subdivided into

smaller areas manageable for environmental analysis

by longitude (the "columns). Comprehensive activi-

ty-specific and programmatic environmental assess-

ments (EAs) are prepared for the first major pro-

posed surface production facil it ies within grid areas

(Grid EAs). Environmental reviews of subsequent

plans for wells or facil it ies tier to the Grid EA, focus

on the proposed activity, and can be prepared more

efficiently. Additional requirements for surveys of

well or production sites using submersible remotely

operated vehicles (ROVs) provide information on the

environment and biota of the deep Gulf, so that

these remote areas are better understood.

· The ESP provides the environmental, social, and eco-

nomic research needed to support development of

offshore oil and gas resources in a safe and environ-

mentally sound manner. MMS will maintain a strong

environmental research and monitoring program

assessing the potential effects of OCS activit ies in all

areas with active offshore programs.

· A Programmatic Environmental Assessment for

Geological & Geophysical (G&G) Survey permits in

the Gulf of Mexico has been undertaken to assess

the impacts of marine G&G surveys on the environ-

ment, especially the impacts to marine mammals.

· MMS will be working with the State of Alaska on

cleanup or prevention strategies should an oil spil l

occur during the broken ice season (periods of spring

and fall in certain Alaskan waters). In addition,

MMS continues to review oil spil l  contingency plans

for Alaska offshore operations.

· The Federal OCS is expected to serve as a long-term

source of sand borrow material for coastal erosion

management, particularly when material is needed

for the emergency repair of beach and coastal dam-

age from severe coastal storms. MMS is working

towards having procedures in place and having the

proper environmental information available so as to

expedite negotiated agreements with other Federal

agencies, and State and local governments when

necessary.

· MMS plays a major role in a Joint Industry Project to

study and model the behavior of oil and gas that

could be released in deep water environments. This

is a large effort with 23 members that includes

numerical modeling, laboratory work, and field pro-

grams.

· MMS supports oil spil l  research, oil spil l  prevention

and response planning, financial responsibil ity, and

activit ies in State waters. In fact, MMS is the princi-

pal Federal entity funding offshore oil spil l  response

research. This research supports our goal of safe

and environmentally sound operations by enhancing

capabil it ies to detect and respond to an open ocean

oil spil l .

· MMS also manages the National Oil Spil l  Response

Test Facil ity (Ohmsett). The facil ity is capable of

replicating various conditions at sea and testing full-

scale equipment without going out into the ocean.

Valuable performance data on equipment are provid-

ed to manufacturers and suppliers to develop new, or

to improve existing, equipment. Industry personnel

can be trained in the use of their equipment in a

safe, controlled environment (as compared to the

open sea).
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MMS is extremely concerned with environmental protec-

tion, striving to provide domestic energy while protect-

ing sensitive coastal and marine environments. The

move into deeper water and the overall increased activ-

ity have increased both the level and complexity of

monitoring OCS operations.

FY 2001 ANNUAL PERFORMANCE REPORT:

Environmental Impact Indicator

FY 2001 Goal: Show a decrease in the number of adverse environmental impacts per OCS mineral development

activity below the 1999 baseline of 8.10.

Report: No report at this time. This index is calculated by calendar year because the data for the measures that

are the basis of the index are collected by calendar year. OMM is continuing to gather the data for 2001. We

hope to have the results by the middle of May 2002, and will post the results on our website. We have no reason

to believe we will not achieve this goal.

FY 2000 GOAL ADDENDUM

MMS did not report the FY 2000 environmental index

result in last year's report because it was not available.

The goal was: Show a decrease in the number of

adverse environmental impacts per OCS mineral

development activity below the 1998 baseline.

The environmental impact rate for the 1998 baseline

was 10.25. That rate was based on calculations derived

from data on four resource activit ies in the three OCS

regions. The actual result for FY 2000 was 5.02, indi-

cating a great improvement in performance. This is only

partially the case.

Due to EPA not collecting the data in a way we can use

it, MMS has dropped the collection of water quality

data (non-permitted). (Water quality data were not

included in the FY 1999 result of 8.10.)  Also, in FY

2000, the Gulf of Mexico Region could not obtain air

quality inspection or violation data. The initial air qual-

ity inspection exercise was developed as an experiment,

but it was found to be too basic in its assumption that

engine types that do not match permits result in air

quality violations. This pilot experiment was completed,

but the results indicated that further development is

needed for a more valid air quality measurement tech-

nique. The Gulf Region does require air emissions

reports by all operators within 100 km of the Breton

National Wilderness Area on a monthly basis, and of all

GOM operators on an annual basis, so that the Region

can conduct modeling of the actual effects of OCS emis-

sions on the air quality of the Breton NWA and of

coastal areas Gulf-wide. The issues on EPA water quali-

ty data l ikely wil l  not be settled in the near term; there-

fore, as we strive to improve data collection, MMS will

retain the 1999 calculation methodology, which

includes air quality data but not water quality data.

However, there was improvement (a reduction) in envi-

ronmental impacts between FY 1999 and FY 2000. In

1999 the Gulf of Mexico Region reported six contacts

with hard bottoms or archaeological sites when review-

ing completed projects. In 2000, perhaps because the

industry realized that MMS was scrutinizing their activi-

ties more carefully, no contacts were reported, which

was an improvement. Also, even though the number of

explosive platform removals in the Gulf of Mexico rose

from 53 to 112, the number of threatened and endan-

gered animals harmed dropped from 1 to 0, another

improvement.
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FY 2000 GOAL ADDENDUM

MMS' FY 2000 oil spil l  goal was: In FY 2000, show a

decrease in the amount of oil spilled to a level

of 5.06 barrels spilled per million barrels pro-

duced.

The FY 2000 rate was 2,927 bbl spil led/557.72 mill ion

bbl produced = 5.25 spil led per mil l ion bbl produced.

Of the 2,927 barrels spil led, 2,240 were from one

pipeline spil l .

OIL SPILL

FY 2001 Goal: In FY 2001, maintain the amount of oil spil led at a level below 10 barrels spil led per mil l ion bar-

rels produced.

Report: No report at this time. The 2001 rate can not be calculated yet because production has not been com-

pletely tabulated, and a higher, more accurate production volume would cause the rate to be lower. Also, the cal-

endar year 2001 annual review of oil spil l  data has not been performed yet; it wil l  be performed between January

and March 2002. We hope to have the results tabulated by the middle of May 2002, and will post the results on

our website.

The environmental impact indicator baseline is 8.10, established in 1999.The oil spill baseline is 10
barrels per million barrels produced, established in 2001 based on the 10.91 average from 1985 to
1999.

Environmentally safe development of oil and gas resources is a primary MMS goal. It was determined
that the resources measured in the environmental impact indicator are good indicators for the health of
the environment; however these resources had not been quantifiably measured before (determinations
of impact are often judgmental). Therefore it will require several years of data compilation to deter-
mine if the measures are meaningful as true indicators of the environmental performance of the
agency.

Oil spill data are quantifiable and measure one possible impact to the environment. All oil and chemi-
cal spills are required, by law, to be reported to the National Response Center (NRC) of the Coast
Guard. The NRC forwards the information to the responsible Federal agency. The amount of oil spilled
is compared to the amount of production to put the measure into perspective and make it more under-
standable.

For the environmental impact indicator, the data for two resources, bottom disturbance and air, are col-
lected by MMS scientists through examination of post construction reports ("as built" reports) and
examination of equipment emissions plaques on structures during routine safety inspections. Data on
endangered species are collected from reports on platform removals.

Oil spill data are obtained from TIMS. Spills of one barrel or greater are required to be reported by the
operator to MMS. For minor spills, the MMS regional office prepares a pollution report. For major
spills, an MMS 2010 Accident Investigation Report is prepared. For spills less than a barrel the data
are obtained directly from the NRC.

Baseline

Data Validation-
Supplemental(See Also
Section 1.6)

Data Source

PERFORMANCE DATA DETAILS:
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PERFORMANCE DATA DETAILS: CONTINUED

The environmental impact indicator is still under development. For example, beginning with the 1999
results it was determined that EPA water quality data could not be obtained from the EPA in a way that
it could be assigned to offshore platforms, so that data had to be dropped from the index. OMM is still
testing to find out which resources are meaningful and what data exist that can be collected. Once it is
determined which environmental measures are reflective of MMS' performance, procedures will be put
into place to ensure that the data are reliable and complete.

MMS cross references internal spill reports with reports submitted to the NRC. For major pipeline spills,
an investigation panel is convened to study the spill and produce a report of the incident. A panel gen-
erally takes on the order of 1 year to complete its work. As the OMM corporate database, all TIMS data
are subject to collection standards, quality reviews, and certification.

Measuring environmental performance in a body of water such as the ocean is a new concept. There is
little or no information on techniques for collecting the data. The Environmental Studies Program pro-
vides MMS with the environmental and social research needed to support development of offshore oil
and gas resources, however this measurement workload is new. The ocean is a multi-use area; many
Federal agencies have jurisdiction on varying activities. MMS will continue to work towards developing
tested and reliable measures for activities under our jurisdiction.

For oil spill data, MMS must rely not only on the operators to report that a spill resulted from their oper-
ation, data also must be provided by the NRC when a spill results from activities unrelated to oil and gas
production (e.g. anchor drag or trawling). Therefore, much of the data are dependent on outside sources
and how diligent those sources are in reporting the spills (and estimated volumes) to the NRC. Spill vol-
umes can be difficult to estimate. Some operators report very small spills on the order of teaspoons or
drops. Small spills can dissipate quickly, and if it occurs at night it is difficult to provide the visual esti-
mate. Panels studying larger spills may estimate spill volume using multiple methods and the results
often conflict.

MMS does not have the equipment and measurement techniques that fit a long term, more or less per-
manent monitoring program of environmental performance. Improvements in the environmental impact
indicator will rely on our ability to identify resources for which reliable data can found within established
reporting requirements. For seafloor resources, an MMS team investigating the efficacy of seismic sens-
ing on detecting shallow seabed hazards and biological communities will publish a report this spring.
For water quality data, we are contacting EPA to reconcile data collection procedures. For air quality,
MMS is currently funding an emissions inventory study that will assess the offshore industry contribution
to pollutants in the Breton Island Class I area.

For more efficient oil spill reporting, MMS is testing electronic reporting via the web. MMS continually
coordinates with the Department of Transportation (for pipelines) and Coast Guard in all aspects of our
work, including reporting data.

Data Validation-
Supplemental
(See Also Section 1.6)

Data Limitations

Planned Action
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2.1.3 MISSION GOAL OMM-3: ENSURE THAT
THE PUBLIC RECEIVES FAIR MARKET VALUE
FOR OCS MINERAL DEVELOPMENT

Description: The OCS mineral leasing program gener-

ates revenue from bonus bids paid on tracts at lease

offerings; annual payments on leases not in production;

minimum royalties on producible leases that are not

actively producing; shut-in gas payments on producible

gas wells temporari ly closed for mechanical, safety, or

other problems; and royalties paid on sales of oil, con-

densate, natural gas, sulphur, and salt. Given the

uncertainties of how much (if any) oil and gas exist

under a lease, future oil and gas prices, and production

costs, the estimate of a tract's value wil l vary consider-

ably. To create better, more efficient estimates of mon-

etary values, MMS acquires state-of-the-art seismic

information and reviews and revises bid adequacy pro-

cedures, the tract evaluation process, the lease sale for-

mat, and tract evaluation and economic models.

FY 2003 ANNUAL GOAL:

In FY 2003 we will maintain the current high bids

accepted for OCS leases to MMS' estimated value ratio

of 1.8 (+/- 0.4) to 1.

O f f s h o r e  M i n e r a l s  M a n a g e m e n t  -  M i s s i o n  G o a l  O M M - 3

BUDGET TABLE

Budget Activity/Subactivity

Leasing & Environmental

Resource Evaluation

Regulatory

Information Management

Oil Spill Research

Totals

Total
OMM
($000)

42,836

27, 660

50,592

17,336

7,163

145,587

Mission
Goal

OMM-3
($000)

0

24,301

1,718

7,186

0

33,205

Mission
Goal

OMM-3
($000)

0

25,208

2,314

7,347

0

34,869

Total
OMM
($000)

44,868

30,221

60,222

28,673

7,279

171,263

Mission
Goal

OMM-3
($000)

0

26,699

2,500

10,439

0

39,638

Total
OMM
($000)

46,027

29,818

59,151

17,772

7,285

160,053

FY 2001 Enacted FY 2002 Enacted FY 2003

Budget Request

%

0

87.9

3.4

41.4

0

22.8

%

0

84.5

3.9

41.3

0

21.8

%

0

88.4

4.1

36.4

0

23.2

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.

FY 1999
Enacted

31,691

FY 1998
Enacted

N/A*

FY 2001
Enacted

33,205

FY 2000
Enacted

32,099

FY 2003 
Proposed

39,638

FY 2002
Enacted

34,869

OMM-3
Budget
History
($000)

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.
*Note: Data are not available for this goal in FY 1998.
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Goal Description: MMS' current tract evaluation pro-

cedures are designed to ensure that the Federal

Government receives fair market value (FMV) for leased

tracts. We designed this measure as an indicator of our

performance prior to 1995 and tested it during the

period 1989 to 1995. The ratio varied over the years,

but, with one exception on the high side, always fell

within the range stated in the FY 2000, 2001, and

2002 goals. Internal and external reviews of our lease

sale and evaluation procedures have concluded that the

procedures effectively ensure that we receive fair mar-

ket value. Based on these reviews, we have concluded

that our procedures are effective and the range estab-

lished during the test period gives us reasonable assur-

ance we are receiving fair market value for leased

tracts.

Synopsis of FMV Process

Immediately after a lease sale, MMS begins the two-

phased process of determining whether a bid can be

accepted and a lease issued. The first phase, designed

to accept those high bids where the competitive market

can be relied upon to ensure FMV, is conducted on a

tract-by-tract basis and is normally completed shortly

after the bid opening. Those high bids not accepted in

Phase 1 receive further evaluation in Phase 2, where

MMS geoscientists prepare detailed maps and estimates

on the economic value of oil and gas resources on each

tract. A computer model called MONTCAR uses a

range-of-values technique for handling calculations

with uncertain input data. It provides a means of han-

dling a series of results for each variable, whether it be

net pay, potential reservoir f i l l-up, porosity, or perme-

abil ity. The net result of the MONTCAR runs is a

resource economic value that is the mean of the range

of values from more than 1,000 trials. The high bid on

each tract is then compared to the government's value

for that tract, and the ratio is developed based on the

results.

MMS maintains a continuing effort to update all of our

assessment and evaluation models in order to meet the

long-term goal of accurate evaluations, be it in frontier

or maturely developed areas. In addition, we are refin-

ing our information technology capabil ity and continue

to acquire updated and more refined geological and

geophysical data for input into our assessment and

evaluation programs. MMS evaluates acreage under

Federal jurisdiction. As stewards of Federal lands, our

goal is to ensure that the American public receives fair

market value for its resources.

G O A L : F A I R  M A R K E T  V A L U E

Mission Goal OMM-3: Ensure that the public receives fair market value for OCS mineral development.

Long Term Goal OMM-3A: From 2000-2005, the ratio of high bids accepted for OCS leases to the greater of MMS'
estimate of value or the minimum bid is maintained at the 1989-1995 average level of 1.8 (+/- 0.4) to 1.

FY 2003 Annual Performance Goal: In FY 2003 we will maintain the current high bids accepted for OCS leases to
MMS' estimated value ratio of 1.8 (+/- 0.4) to 1.

Performance Measure: Performance Measure: Ratio of the value of high bids accepted to the greater of MMS esti-
mate of value or the minimum bid.

FY 99 Actual FY 00 Actual FY 01 Plan FY 01 Actual FY 02 Plan FY 03 Proposed

1.8 to 1 2.02 to 1 1.8 (+/- 0.4) 2.26 to 1 1.8 (+/- 0.4) 1.8 (+/- 0.4)
to 1 to 1 to 1



34

A
P

P
 /

 A
P

R

STRATEGIES AND RESOURCES:

Stay abreast of deepwater advances: OMM's resource

evaluation staff performs many functions that support

revenue receipts to the Federal Treasury, including fair

market value. To support f ield determinations and

ensure the receipt of proper royalties involving hun-

dreds of mil l ions of dollars, additional resources are

being requested in FY 2003.

The field determination process results in the proper

placement of a "new producible lease" (a discovery)

into a field. This has rapidly evolved into an important,

resource intensive responsibil ity having a huge econom-

ic impact to both the government and industry. MMS

believes there could be discoveries on about 340 new

deepwater leases in the next 10 years. These discover-

ies wil l  be on leases that may be subject to royalty sus-

pensions under the Deepwater Royalty Relief Act. The

value of potential royalty payments impacted by deep-

water f ield determinations resulting from potential dis-

coveries on these leases could be in the range of $45

bil l ion.

As deepwater development matures, the amount of new

dril l ing adjacent to existing fields wil l  increase. The

level of complexity in each field determination and the

potential for challenges by industry of MMS field deter-

minations wil l  l ikely increase as companies explore

these more marginal accumulations.

Manage the increasing data workload: To effectively

manage OCS resources, MMS must effectively manage

the massive set of technical data that exists about the

Gulf of Mexico. This includes 225,000 well logs from

35,000 wells; 30,000 directional surveys; 30,000 veloc-

ity surveys; and analysis of well cores and production

test data. Resources are required to collect, process,

distribute, and archive technical data and records

derived from industry exploration and production activi-

ties. In FY 2000, more than 1,300 new wells were

dril led in the Gulf of Mexico, an increase of 40 percent

from 1999. Our abil ity to keep pace with the technical

data is becoming a daunting challenge. In a typical

lease sale, the resource evaluation function has to con-

sult 1,000 well logs to determine fair market value in

evaluating the adequacy of bids by oil companies. On

average, MMS purchases 3-D seismic data on approxi-

mately 1,600 to 5,000 blocks and about 60,000 line

miles of 2-D seismic data during a year to evaluate

lease sales.

Explore new options: While not a part of the fair market

value performance measure itself, there are other areas

within resource evaluation where we continually devel-

op strategies to maximize the return on public

resources. For example, the sand and gravel program is

moving to an operational phase from what was purely a

research phase; therefore MMS is requesting additional

resources in FY 2003 for regional sand resource identi-

f ication. In the 7-year period from 1995 to 2002, MMS

worked with coastal states and other Federal agencies

to make available 32.3 mill ion cubic yards of OCS sand

for shore protection projects. Hundreds of bil l ions of

dollars of property have been protected through these

projects. The amount of OCS sand needed and being

requested is increasing dramatically. By 2004, we

anticipate that the amount of OCS sand requested and

used for shore protection projects wil l  at a minimum

triple from FY 2001 levels. It is important to identify

sand resources and conduct the studies necessary to

ensure the public's resources are handled in an environ-

mentally and fiscally sound manner.

Keep pace with industry: OMM uses Geologic

Interpretive Tools (GIT) to evaluate qualif ied high bids

on tracts for fair market value. The GIT objectives are

to keep pace with the technology being used by indus-

try to acquire and analyze geologic and geophysical

data and to enable MMS to make better, more accurate

estimates of monetary values. The GIT tools have

proven to be very valuable for OMM. The OMM pro-

gram is constantly seeking efficiencies in its

Information Technology Program in order to help deal

with a mounting workload that is occurring from shal-

low water activity, deepwater activity, rising production,

and increased consultation with States and Federal

agencies.

OMM's E-Gov initiative wil l  catalog applications that

support OMM/MMS' business operations. The storage

and analysis of geological and geophysical data for use
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in FMV determination is a significant user of the infor-

mation technology base of OMM. The analysis tools

needed for determination of the value of a tract (poten-

tial reserves balanced against the projected develop-

ment costs) are complex and expensive to build.

Efficiencies derived from the E-Gov initiative wil l

enhance FMV determination.

MMS has converted its modern seismic database into a

digital form usable by its computer workstations. MMS

currently is converting its older seismic data into digital

form, a project that wil l  take several years at current

funding levels. Digital seismic data are now the indus-

try state-of-the-art, and upgrading the MMS database

to this form will al low us to achieve the seismic inter-

pretation capabil it ies now common within the oil and

gas industry, so that we see what industry sees when

evaluating bids to determine FMV.

FY 2001 ANNUAL PERFORMANCE REPORT:

FY 2001 Goal: In FY 2001, we will maintain the current high bids accepted for OCS leases to MMS estimated

value ratio of 1.8 (+/- 0.4) to 1.

Report: This goal was not met because the FY 2001 ratio was 2.26 to 1, which sl ightly exceeded the range.

However, the result is well within the measure of variation that we would expect to observe given the uncertain-

ties of market factors from year to year.
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PERFORMANCE DATA DETAILS:

The FMV baseline of 1.8 to 1 was established in 1995.

The OMM resource evaluation program managers reviewed this goal for consistency with future plans
and capabilities. The managers concluded that this goal was logical and attainable. The goal is measur-
able, understandable, and directly related to the goal activity. The goal also is widely recognized and
accepted by our constituents, employees, and those who review our budgets and strategic plan.

Data for the FY 2003 goal will be obtained directly from MMS' Mean Range of Values (MROV) compiled
for lease sales conducted during the year. In addition, data from MMS' geological and geophysical data
inventory are used in the derivation of the MROV's. This data inventory is updated continually and
added to each fiscal year through prelease exploration permits issued to companies and the associated
requirement of the permit allowing for acquisition of copies of the data by MMS.

As stated, data for this performance measure come from the calculated MROV's for each lease sale con-
ducted. The data and information utilized are reviewed for accuracy by regional management and by
program personnel responsible for consolidating the data and reporting MMS management. These data
and procedures have been verified and validated through an Alternative Management Control Review.

The data are highly accurate and extremely reliable because they are retrieved directly from MMS
resource evaluation databases. The choice of inputs into each parameter of the models being used is
subjective, although consistent.

During each fiscal year, MMS, through its RE Program, reviews and revises bid adequacy procedures and
the tract evaluation process by constantly analyzing and updating, where necessary, our tract evaluation
and economic models. For example, we have made improvements in the MONTCAR model used for
tract evaluation and we will continue to analyze and evaluate rapidly evolving technology in the resource
assessment field.

Baseline

Data Validation-
Supplemental
(See Also Section 1.6)

Data Source

Data Verification-
Supplemental
(See Also Section 1.6)

Data Limitations

Planned Actions
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2.2 MINERALS REVENUE MANAGEMENT
(MRM)

MRM's overall mission is a direct result of FOGRMA,

which provides for timely, accurate, and cost-effective

mineral revenue collection and disbursement services.

Currently, MRM administers rental and royalty collec-

tions and ensures compliance with financial terms for

over 80,000 mineral leases, both onshore and offshore.

The evolution of the oil and gas industry in recent years

has presented us with new challenges to improve the

way we do business. We are meeting those challenges

by implementing new business processes for managing

mineral assets.

Spurred by aging computer systems, changing energy

markets, and the need to implement business cycles and

processes that are better aligned with industry and

financial institutions, MRM is implementing an in-depth

reengineering of all core business processes, the most

comprehensive review and reorganization since its

inception in 1982. Two reengineered end-to-end core

business processes - f inancial management and compli-

ance and asset management (CAM) - wil l  help us

achieve our goals. This interrelationship is shown

below.
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In addition to these two core business processes, MRM

also provides special focus on its Indian trust responsi-

bil it ies.

During FY 2001, MRM developed a new systems infra-

structure to support our reengineered business process-

es. MRM implemented the PeopleSoft core software for

the new financial system on November 1, 2001, and will

phase in other components in early FY 2002.

In a number of respects the new Financial and CAM sys-

tems will deliver common functionality or capabil it ies

that can be uti l ized to further support royalty-in-kind

(RIK) pilot projects (see below). However, specialized

technology investments wil l  be needed to support con-

tinued RIK activity. These additional business applica-

tions include a gas management system and an oil/ l iq-

uids management system.

MMS has developed the following goals to accomplish

its FOGRMA-mandated royalty management mission in

the reengineered environment.

2.2.1 MISSION GOAL MRM-1: PROVIDE REV-
ENUE RECIPIENTS WITH ACCESS TO THEIR
MONEY WITHIN 24 HOURS OF THE DUE DATE.

Description: MMS collects and processes reports and

payments on over 80,000 leases each month related to

bonuses, rents, and royalties. FOGRMA requires month-

ly distribution and disbursement of payments to states

and Indians for their share of mineral leasing revenues.

MMS distributes and disburses these revenues - more

than $8 bil l ion in 2001 - directly to recipients: States,

the Office of the Special Trustee's (OST) Office of Trust

Funds Management (OTFM), Federal agencies, and U.S.

Treasury accounts. The Bureau of Indian Affairs (BIA),

working together with OTFM, disburses revenues to the

appropriate tribes and individual Indian mineral owners.

FY 2003 ANNUAL GOAL:

By the end of FY 2003, provide access for ultimate

recipients of 30 percent of revenues within one busi-

ness day of MMS receipt and disburse 98 percent of

revenues to recipients by the end of the month follow-

ing month received.

M i n e r a l s  R e v e n u e  M a n a g e m e n t  -  M i s s i o n  G o a l  M R M - 1

BUDGET TABLE

Budget Activity/Subactivity

Compliance and Asset Management

Revenue and Operations

Totals

Total
MRM
($000)

56,405

44,639

101,044

Mission
Goal

MRM-1
($000)

16,370

12,954

29,324

Mission
Goal

MRM-1 
($000)

16,647

12,193

28,840

Total
MRM 
($000)

*58,109

41,185

99,294

Mission
Goal

MRM-1
($000)

16,851

11,944

28,795

Total
MRM 
($000)

57,402

42,047

99,449

FY 2001 Enacted FY 2002 Enacted FY 2003

Budget Request

%

29.0

29.0

29.0

%

29.0

29.0

29.0

%

29.0

29.0

29.0

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.
*Note: Includes $15,000 for refunds on behalf of allottees.

FY 1999
Enacted

N/A*

FY 1998
Enacted

N/A*

FY 2001
Enacted

29,324

FY 2000
Enacted

25,011

FY 2003
Proposed

28,795

FY 2002
Enacted

28,840

MRM-1
Budget
History
($000)

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.
*Note: MRM adopted this mission goal in FY 2000.  For FY 1999 budget data by subactivity, see MMS' 
FY 1999 Annual Performance Plan.
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Goal Description: The objective of this goal is to

improve disbursement timeliness by providing revenue

recipients access to mineral revenues by the end of the

business day following the day of MMS receipt. One

business day was set as the target, rather than our

stretch goal of 24 hours, to allow for holidays and

weekends.

Goal MRM-1 has two components: 1) earl ier recipient

access (one business day from MMS revenue receipt),

and 2) completing all required disbursements no later

than the end of the month following the month in

which MMS receives the revenue, as specified by law.

Regarding earl ier recipient access, the 2002 targets are

not overly aggressive because we are in a learning

mode with the new systems, as are companies. The

2003 and 2004 targets, however, wil l  move us incre-

mentally closer to achieving our goal of having 90 per-

cent of funds accessible to recipients within one busi-

ness day of MMS receipt. We anticipate that the great-

est benefit wil l  be to States that elect to take their dis-

tribution earl ier so they can deposit funds into interest

bearing accounts.

In addition to providing earl ier access, we also wil l  con-

tinue to monitor and ensure that we disburse funds

timely as required by law, by the end of the month fol-

lowing receipt. Over the last year, we consistently have

disbursed at a higher rate than 98 percent; however,

due to resource requirements needed to educate indus-

try on our new reporting requirements and to imple-

ment new systems, we are continuing with 98 percent

as our target for FY 2003.

While our long term and annual goals are built around

the "receipt date" of payments, the mission goal is

built around the "due date."  Measuring our perfor-

mance against the "receipt date" brings focus to opti-

mizing our disbursement process. Our ultimate objec-

tive, however, is not only to speed our disbursements

but also to improve the timeliness of company payments

and reporting to MMS, and we focus on improving this

performance in our goal MRM-2A. Only by comparing

against the "due date" will we marry the effectiveness

of the disbursement process with the effectiveness of

the compliance efforts discussed elsewhere in this plan.

The overall mission goal wil l  be achieved when every

company pays on time and every payment is processed

timely.

G O A L : A C C E S S  T O  M O N E Y

Mission Goal MRM-1: Provide revenue recipients with access to their money within 24 hours of the due date.

Long Term Goal MRM-1A: By the end of FY 2005, provide recipients access to 90 percent of revenues within one busi-
ness day of MMS receipt and disburse 98 percent of revenues to recipients by the end of the month following month
received. 

FY 2003 Annual Performance Goal: By the end of FY 2003, provide access for ultimate recipients of 30 percent of rev-
enues within one business day of MMS receipt and disburse98 percent of revenues to recipients by the end of the
month following month received.

Performance Measure: The measure for the access to funds goal is the percent of funds available to be disbursed
within one business day following receipt.  The measure for the disbursement goal is the percentage of funds dis-
bursed by the end of the month following the month of receipt.

FY 99 Actual FY 00 Actual FY 01 Plan FY 01 Actual FY 02 Plan FY 03 Proposed

98.15% 98.49% 98% 98.4% 10% access 30% access
98% disbursed 98% disbursed
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STRATEGIES AND RESOURCES:

Implement New Systems and Improve Processes: MMS

implemented the PeopleSoft core software for the new

financial system on November 1, 2001 and will phase in

other components in early FY 2002. Although MRM

performed substantial testing and provided extensive

training during FY 2001, MRM and companies are in a

transition phase with the new systems. Once we are

further along in our transition, our new financial sys-

tems and processes wil l  expedite efficient management

and timing of MMS disbursements and recipients'

access to funds.

Streamline Reporting: We revised reporting formats to

align industry reporting with the new reengineered

processes and systems. These revised forms were imple-

mented October 1, 2001. Many of the changes were

based upon extensive outreach with industry groups.

Once all companies have completed transition to the

new reporting formats, we anticipate decreased report-

ing burden, reduced or eliminated data duplication,

decreased error rates, and increased processing efficien-

cy, which in turn wil l  improve our abil ity to provide ear-

l ier revenue access to recipients.

Use Incentive Tools: Our targets also are based on con-

tractor capabil ity to ensure increased electronic pay-

ments and reporting by companies. In FY 2001, 90 per-

cent of royalty reports were submitted electronically.

However, with the implementation of new systems, we

anticipate transition issues that temporari ly may reduce

electronic reporting. MMS is coordinating with

Perigrine Corporation to convert companies to electron-

ic reporting using the newly designed and approved

royalty and production report forms. Electronic report-

ing wil l al low MMS to process and verify reports more

quickly and to expedite fund access and disbursement.

Additionally, the Royalty Simplif ication and Fairness Act

of 1996 (RSFA) provided for assessments for chronic

erroneous reporting. During FY 2002, after new sys-

tems are implemented, MMS will monitor company

reporting history and consider reporting and procedural

changes that wil l  impact the definitions and thresholds

in a chronic erroneous reporting regulation. Based on

those findings, we plan to publish a proposed rule in

the Federal Register by September 2003. Once imple-

mented, the regulation wil l be designed to encourage

companies to report accurately, enhancing our abil ity to

FY 2001 ANNUAL PERFORMANCE REPORT:

FY 2001 Goal: By the end of FY 2001, disburse 98 percent of revenues to recipients by the end of the month fol-

lowing month received.

Report: Goal exceeded. The FY 2001 actual percentage was 98.4 percent. The dollars and information provided

timely to States and Indians is based on the average of monthly Federal disbursements and monthly Indian distrib-

utions of information. The Federal disbursements to states achieved 98.5 percent, while Indian distributions

reached 98.2 percent. (Note-The FY 2002 annual goal pertaining to recipients' access to funds was not a goal in

FY 2001. We implemented the PeopleSoft core software for the new financial system on November 1, 2001. FY

2002, following new system implementation, is the first year we will measure that goal.)
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IN RECENT YEARS, MMS CONSISTENTLY HAS EXCEEDED ITS 98 PERCENT 

DISBURSEMENT GOAL.

PERFORMANCE DATA DETAILS:

The baseline on-time disbursement percentage is 93 percent, established in 1996.

Providing recipients access to funds within one business day of MRM receipt is a goal that aligns with
our financial reengineering. When MRM managers reviewed this goal in relation to future system capa-
bility, they determined it was attainable, even though it contained some inherent risks. It is important to
continue to ensure that we disburse funds as required by law - by the end of the month following the
month of receipt.

Data for this goal will be obtained directly from MRM's new Financial Management System. The reengi-
neered financial system will utilize automated internal controls and accounting processes to ensure
funds are disbursed to the correct recipients.

Data will be accurate and reliable because it will be retrieved directly from the new MRM financial sys-
tem. MRM management verifies system data for accuracy prior to reporting data externally. The new
systems software is compliant with the Joint Financial Management Improvement Program (JFMIP) rec-
ommendations for core financial system management, general ledger management, receipt manage-
ment, and financial reporting.

A potential risk of this measure is that it may result in insufficient funds being available to pay the recip-
ient on a daily basis. Due to company reporting adjustments, a recipient may be paid amounts that are
later found to be due another recipient.

MRM senior managers discussed the inherent risk related to the one business day goal and developed
business rules for the new system to mitigate the risk. We have developed written procedures for collec-
tion and consolidation of performance data. MRM also will perform periodic internal reviews to ensure
data integrity.

Baseline

Data Validation-
Supplemental
(See Also Section 1.6)

Data Source

Data Verification-
Supplemental
(See Also Section 1.6)

Data Limitations

Planned Actions
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provide funds earl ier to recipients.

2.2.2 MISSION GOAL MRM-2: ASSURE COM-
PLIANCE WITH APPLICABLE LAWS, LEASE
TERMS, AND REGULATIONS FOR ALL LEASES
IN THE SHORTEST POSSIBLE TIME, BUT NO
LATER THAN THREE YEARS FROM THE DUE
DATE.

Description: The MRM compliance activity has yielded

significant additional revenues to states, tribes, Indian

individual mineral owners, and the Federal Treasury.

Between 1982 and 2000, additional collections of royal-

ties and interest attributable to our compliance activity

amounted to over $2.5 bil l ion. In FY 2000, total com-

pliance collections were over $296 mill ion. The newly

reengineered CAM process wil l  ensure that revenues are

accurately reported and paid in an integrated and con-

temporaneous manner. The 3-year end-to-end CAM

process wil l  focus analytical capabil ity at the same level

on which the industry operates--the property and pro-

ducing area. This new CAM process, a departure from

our previous 6-year compliance process focusing on

companies, wil l  provide more efficient and effective

compliance services and support managing the royalty

resource through the use of the in-kind royalty option

when it makes good business sense, as demonstrated

through pilot projects.

MMS is adopting an asset management approach for

administering Federal oil and gas royalties, and RIK may

become an important component of that approach.

Significant advances have been achieved by MMS since

1997 in evaluating the feasibil ity of RIK and developing

and operating RIK pilot projects to explore the viabil ity

of the approach. The initial evaluation of the ongoing

Wyoming RIK pilot indicates that there are circum-

stances where RIK can be revenue neutral; lessees can

benefit from a reduced administrative burden; and there

is greater certainty for both the lessee and the

Government because valuation disputes can be avoided.

However, it also shows that RIK does not work in every

situation. The goal of MMS is to manage the public

mineral interests to the maximum benefit of the

American taxpayer.

FY 2003 ANNUAL GOALS:

By the end of FY 2003, payments are within the expect-

ed payment range at the due date for 75 percent of roy-

alties associated with converted properties.

By the end of FY 2003, complete compliance work

through the random audit stage for 95 percent of royal-

ties associated with year 2000 converted properties and

through the company cycle-order stage for 90 percent
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M i n e r a l s  R e v e n u e  M a n a g e m e n t  -  M i s s i o n  G o a l  M R M - 2

BUDGET TABLE

Budget Activity/Subactivity

Compliance and Asset Management

Revenue and Operations

Totals

Total
MRM
($000)

56,405

44,639

101,044

Mission
Goal

MRM-2
($000)

27,659

21,889

49,548

Mission
Goal

MRM-2 
($000)

28,127

20,603

48,730

Total
MRM 
($000)

58,109

41,185

99,294

Mission
Goal

MRM-2
($000)

28,473

20,181

48,654

Total
MRM 
($000)

57,402

42,047

99,449

FY 2001 Enacted FY 2002 Enacted FY 2003

Budget Request

%

49.0

49.0

49.0

%

49.0

49.0

49.0

%

49.0

49.0

49.0

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.

FY 1999
Enacted

N/A*

FY 1998
Enacted

N/A*

FY 2001
Enacted

49,548

FY 2000
Enacted

51,535

FY 2003
Proposed

48,654

FY 2002
Enacted

48,730

OMM-2
Budget
History
($000)

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.
*Note: MRM adopted this mission goal in FY 2000.  For FY 1999 budget data by subactivity, see MMS' FY 1999 Annual Performance
Plan.

G O A L : R O Y A L T Y  C O M P L I A N C E  ( 2 A )

Mission Goal MRM-2: Assure compliance with applicable laws, lease terms, and regulations for all leases in the short-
est possible time, but no later than 3 years from the due date.

Long Term Goal MRM-2A: By the end of FY 2005, ensure payments are within the expected payment range at the due
date for 95 percent of properties.

FY 2003 Annual Performance Goal: By the end of FY 2003, payments are within the expected payment range at the
due date for 75 percent of royalties associated with converted properties.

Performance Measure: Ratio comparing actual payments to expected revenues for properties that have been transi-
tioned into the 3-year CAM process.

FY 99 Actual FY 00 Actual FY 01 Plan FY 01 Actual FY 02 Plan FY 03 
(for CY 97) (for CY 98) (for CY 99) (for CY 99) (for CY 00) Proposed

.9809 .9730 .9775 .9835 .9775* 75%

* In FY 2002, we will continue to use our compliance index as the measure that most closely relates to this goal.  The compliance index
is program-wide, based on total dollars.  Before MMS calculates this index, we must wait 1 year for industry to make adjustments to
their royalty and production reports and payments.  For example, in FY 2001 we calculated the CY 1999 index.
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of royalties associated with year 2001 converted prop-

erties.

Goal Description: The objective of this goal is to

improve the accuracy and timeliness of each company's

initial royalty payment submissions by the due date.

Working with companies to achieve this goal not only

will enhance MMS' abil ity to provide funds earl ier to

recipients, but it also wil l  increase our capabil ity to

ensure compliance within 3 years. Our newly reengi-

neered CAM process wil l  uti l ize an asset profi le, which

will contain analyzed data that establish the "expecta-

tion parameters" that wil l  be used in the in-value

process to forecast expected revenues. During FY 2002,

we will revisit the methodology in the current compli-

ance index and incorporate the asset profi le information

in a revised calculation methodology. However, in FY

2002, we will continue to use our program-wide compli-

ance index, based on total dollars, as the measurement

most closely aligning with this goal.

Beginning in FY 2003, we will measure actual payments

compared to expected values for converted properties

(properties that have been transitioned into the 3-year

end-to-end CAM process).

Although our new CAM process focuses on properties,

this goal focuses on royalties because our mission is to

provide cost effective mineral revenue collection and

disbursement services. Therefore, it is important to

measure royalties for this goal. However, we will con-

tinue to focus on properties as a strategy toward ensur-

ing compliance, and will continue transitioning proper-

ties into the 3-year compliance cycle.

STRATEGIES AND RESOURCES:

Implement New Systems and Processes: The new sys-

tems infrastructure builds on our experiences with a

prototype system. Once new CAM systems are fully

implemented--including a relational database, data

warehouse, and a variety of technology tools, the sys-

tems will enhance our abil ity to focus on expected value

by properties and to coordinate with companies to

resolve issues and improve timeliness and accuracy of

future reporting.

Streamline Reporting Requirements: In preparation for

new systems and processes, MMS has simplif ied report-

ing requirements. We developed and incorporated

revised reporting requirements which wil l reduce the

volume of l ines reported and processed, minimize errors

and related error correction workloads, simplify report-

ing, and lower costs for both industry and MMS. The

new reporting forms were implemented in October

2001, and will improve our abil ity to ensure accurate

and timely company reporting and payments.

Publish Valuation Regulations: We have successfully

implemented the new Indian gas valuation rule, which

was effective January 1, 2000. We also have imple-

mented a Federal oil valuation rule, published in final

on March 15, 2000, effective June 1, 2000.

Additionally, we published a supplementary proposed

Indian oil rule on January 5, 2000. In FY 2002, our

intent is to publish a final Indian oil valuation rule and

develop training for the new rule for industry, MRM

employees, and the Indian community. MMS believes

that the new rules strike a responsible balance between

the interests of the oil and gas industry and the

Government's absolute obligation to ensure a fair

return for the public's mineral resources. We held sev-

eral no-cost training sessions designed to assist compa-

nies in understanding the new valuation regulations.

These new valuation regulations wil l  enhance our abil ity

to ensure accurate reporting at the due date.

Royalty-in-Kind (RIK) Pilot Projects: MMS has a 3-year

strategy for evolving its future RIK asset management

processes. Current RIK activit ies include the Small

Refiner Oil Program and three pilot projects involving

the competitive sale of oil and natural gas. MMS is

continuing its pilot approach to further evaluate and

refine its RIK asset management processes and develop

supporting technology solutions. Expansion of the com-

petitive RIK program in terms of properties and sales

volumes wil l be guided by the results of pilot program

evaluations. Lease-specific opportunities wil l  be pur-

sued by MMS when the RIK option can be effectively

uti l ized. For properties where we determine RIK makes

the best business sense, a market-sensitive price wil l  be
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set up front in the contract, providing greater certainty

of expected value for these properties.

Transition Properties into the 3-year end-to-end CAM

process: This goal wil l  measure properties that we have

converted into the 3-year property-focused CAM

process. Initial ly, during our operational models, we

included properties with a variety of attributes in the

3-year CAM process. In FY 2002, we converted addi-

tional properties, focusing on those encompassing at

least 50 percent of all royalties. In future years, we will

incrementally increase the universe of converted proper-

ties and associated royalties. Our goal is to have all off-

shore properties fully transitioned into the 3-year CAM

process by the end of 2005. However, converting

onshore properties wil l  take longer due to the substan-

tial number of properties. As we convert additional

FY 2001 ANNUAL PERFORMANCE REPORT:

FY 2001 Goal: In 2001, achieve a Compliance Index of .9775 (for calendar year 1999.)

Report: Goal exceeded. In FY 2001, we calculated the index for CY 1999 as .9835. In comparison, the FY

2000 index (for CY 1998) was estimated to be .9730, the FY 1999 index (for CY 1997) was estimated to be

.9809, the FY 1998 index (for CY 1996) was estimated to be .9610, the FY 1997 index (for CY 1995) was estimat-

ed to be .9695, and the FY 1996 index (for CY 1994) was estimated to be .9500.

Throughout FY 2002, we will continue to use the compliance index, drawing on expected value information gath-

ered from Compliance and Asset Management teams, as the measurement most closely aligning with this goal.

During FY 2002, we will determine a new compliance measurement methodology to best reflect this goal. As with

the current compliance index, the new measure wil l  continue to compare expected value with actual reports and

payments.

THE COMPLIANCE INDEX HAS BEEN CLOSE TO THE TARGET FOR THE LAST 3 YEARS
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PERFORMANCE DATA DETAILS:

The baseline compliance index is .95, established in 1996.

This goal, focused on improving the accuracy and timeliness of company payments, is closely aligned to
both financial and compliance reengineering. Working with companies to achieve this goal will not only
enhance MMS' ability to provide funds earlier to recipients, but it also will increase our capability to
ensure compliance within 3 years. Once new systems are implemented, we will revisit the methodology
in the current compliance index and incorporate the asset profile information in a revised calculation
methodology to measure the results of how well companies are achieving timely and accurate compli-
ance.

Data for this goal will be obtained directly from asset profile databases interacting with data from the
reengineered CAM and financial systems. The information in the asset management profile database
will be obtained from analysts and auditor research, mineral management units, and areas of interest.
Sources of company information will include company web sites, Securities and Exchange Commission
filings, and interviews with company officials.

Employees with specialized understanding of the calculation methodology will review the results of this
measure. Compliance managers also will review the results for accuracy. CAM teams will compare
actual reported revenues against forecasted expected values. The CAM teams will resolve variances with
companies to enhance accuracy of future reporting.

The current compliance index can be calculated only for a random sampling of leases. Also, for the cur-
rent compliance index, we must wait 2 years to calculate the index to allow for adjustments. Index
prices are widely used in the oil and gas industry to set contract prices, and we believe they are ade-
quately reliable for purposes of calculating the current compliance index. MRM implemented new sys-
tems November 1, 2001, and we will need to work with these systems before we know of any data limi-
tations for this measure.

Once we have become familiar with new systems we believe we can make this measure contemporane-
ous. Once the majority of properties are transitioned into the 3-year end-to-end process, we will be able
to include a substantial percentage of all revenues, instead of a random sampling. We will develop writ-
ten procedures for collection and consolidation of performance data. MRM also will perform periodic
internal reviews to ensure data integrity.

Baseline

Data Validation-
Supplemental
(See Also Section 1.6)

Data Source

Data Verification-
Supplemental
(See Also Section 1.6)

Data Limitations

Planned Actions
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properties, the associated royalties included in this

measure also wil l increase.

Goal Description: The objective of this goal is to

measure and ensure the effectiveness of MMS' new

reengineered 3-year end-to-end compliance and asset

management (CAM) processes.

The new CAM process wil l  leverage knowledge of the

producing areas including the physical infrastructure of

gathering and transportation systems and processing

plants, markets served and prices realized, buyer-seller

relationships, and numerous other factors.

The end-to-end process involves several phases, includ-

ing: analyzing expected value by property; targeting

specific properties or producing areas, companies, or

issues and performing targeted audits; and performing

random audits of a statistically valid sample to ensure

that our new CAM processes have found all compliance

exceptions.

The long-term goal as previously written was too nar-

rowly focused on issuance of orders and demands. The

revised goal reflects the broader CAM focus by measur-

ing both our progress in completing compliance work

through the order stage for converted properties and in

issuing orders as necessary. "Necessary orders" is the

terminology we use to describe our effectiveness in

issuing all of the orders that should have been issued.

In FY 2002, we will perform random audits, using sta-

tistically valid samples, as a tool to determine our

effectiveness in issuing all of the orders that should

have been issued.

Random audits are full-scope audits of randomly select-

ed properties and production months. The purpose of

the audits is to determine whether the previous compli-

ance work left undetected any material issues. Any

additional f indings discovered during our random audits

will be addressed with companies, and orders issued if

necessary. Also, we will continuously review random

audit f indings and make necessary changes in our com-

pliance work process to ensure more effective identif i-

cation of issues in future processes.

Each year we will measure and report data for 2 years.

For example, in FY 2003, we will measure completion of

compliance work for year 2001 converted properties

and we will adjust the year 2000 data reported in FY

2002 to reflect additional compliance work completed

and also to reflect the results of random audits. The

adjustment based on random audit results wil l  inform

GOAL: ROYALTY COMPLIANCE (2B)

Long Term Goal MRM-2B: By the end of FY 2005,complete compliance work and issue necessary orders within 3 years
of the due date for 95 percent of royalties associated with converted properties.

FY 2003 Annual Performance Goal: By the end of FY 2003, complete compliance work through the random audit stage
for 95 percent of royalties associated with year 2000 converted properties and through the company cycle-order stage
for 90 percent of royalties associated with year 2001 converted properties.

Performance Measure: Percentage of royalties associated with completed compliance work through the order stage for
year 2000 converted properties, adjusted based on random audit results. Percentage of royalties associated with com-
pleted compliance work through the order stage for year 2001 converted properties.

FY 99 Actual FY 00 Actual FY 01 Plan FY 01 Actual FY 02 Plan FY 03 Proposed

N/A* N/A* N/A* N/A* 95% - 99 prop 95% - 00 prop
90% - 00 prop 90% - 01 prop

* There are no data available for these years because this is a new goal and we do not have enough information to determine actual
performance for prior years.  During these years we measured specific process outputs to ensure that we are on track within the 3-year
compliance process (see discussion below). 
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us of the effectiveness of our previously completed

compliance work. By reporting our measures in this

way each year, we will demonstrate both our progress

in completing compliance work within 3 years and our

effectiveness in ensuring that all necessary orders have

been issued. In addition, as we transition additional

properties into the 3-year compliance cycle, the mea-

sure wil l  reflect a larger universe of properties.

STRATEGIES AND RESOURCES:

Implement New Systems: With the knowledge gained

from using our system in the test environment, MMS is

phasing in a new compliance system integrated with

the new financial system. The recommended informa-

tion technology investments respond to Inspector

General recommendations and reengineering conclu-

sions that a relational database and program-wide

workflow/case management tools were necessary but

were not currently available. Our reengineering analy-

sis determined that the then current operations were

time-consuming, frequently repetitive, somewhat arbi-

trary, and took entirely too long. With our new CAM

system, we will uti l ize automated targeting and resolu-

tion processes for compliance, focusing on properties

and analyzing all compliance components concurrently,

thereby making the 3-year goal more realistic.

Royalty-in-Kind Pilots: MMS published the RIK Road

Map to the Future, a plan to evolve RIK from its pilot

phase to an operational activity over a 3-year period

ending December 2003 for those projects which are

shown to make good business sense. MMS senior man-

agement established an RIK performance objective to

confirm and reconcile within

90-120 days all production royalties taken in kind.

Because production imbalances are prevalent in the oil

and gas industry, particularly when the delivery points

are remote from the lease, significant attention must be

paid to monitor and resolve imbalance issues. However,

the pilot programs have demonstrated that completing

the entire RIK process from asset analysis to final rec-

oncil iation requires less time than the in-value process

requires and results in more certainty that proper pay-

ment was made. Therefore, any additional RIK opera-

tions would enhance our abil ity to achieve our goal of

ensuring compliance within 3 years.

Transition Properties into the 3-year end-to-end CAM

process: MMS has begun to implement a transition

compliance strategy to move from 6-year company-

focused audits to the 3-year property-focused end-to-

end CAM processes. Our goal is to have all offshore

properties fully transitioned into the 3-year CAM

process by the end of 2005. However, the transition for

onshore properties wil l  take longer due to the substan-

tial number of properties. For both onshore and off-

shore properties, our FY 2003 strategy wil l  be to ensure

compliance for properties representing the highest dol-

lars, as we continue to learn how to most efficiently

and effectively implement the 3-year end-to-end com-

pliance process. In future years, as CAM personnel

increase knowledge of new processes and systems, we

will continue to transition additional properties into the

3-year cycle.

FY 2001 ANNUAL PERFORMANCE REPORT:

FY 2001 Goal: By the end of FY 2001, issue 90 percent of all orders for 1999 converted properties, ensuring

that issued orders cover 90 percent of the expected royalty dollars for 1999 converted properties.

Report: Goal not met. In FY 2001, we completed compliance work (which includes sending necessary orders) for

82.5 percent of properties, which accounted for 89.2 percent of expected royalty dollars. Although we made sig-

nificant progress toward achieving this goal, the property results were below target because we currently cannot

issue several gas-related orders due to l it igation and court-ordered injunctions.
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2.2.3 MISSION GOAL MRM-3: FULFILL OUR
MINERAL REVENUE INDIAN TRUST RESPONSI-
BILITIES.

Description: MMS serves American Indian tribes and

individual American Indian mineral owners by ensuring

that they receive accurate returns for mineral produc-

tion on their land. While working to guard American

Indian mineral interests, MMS also emphasizes

American Indian self-governance. We coordinate with

eight tribes that choose to handle their own royalty

audit work through cooperative agreements.

In an effort to provide the highest possible Indian trust

protection, and to enforce the unique terms contained

in Indian leases, MMS has expanded its major portion6

and dual accounting7 coverage to Indian tribes and

individuals that previously were not being serviced.

MMS policy requires calculations dating as far back as

1984. To date, this initiative has resulted in additional

royalty collections of $8 mill ion. Indian lease terms

require lessees to compute royalties using specific cal-

culation processes to determine both major portion and

dual accounting amounts for gas leases and major por-

PERFORMANCE DATA DETAILS:

This is a new measure.

Reducing cycle time from 6 years to 3 years is a goal that aligns with our compliance reengineering. As
we reduce cycle time, we also want to ensure that we uphold our high level of effectiveness in ensuring
company compliance. Monitoring our interim progress and completion of various phases throughout the
3-year CAM process is also important, and our measure of completed random audits represents such a
metric. Once we have completed the full 3-year compliance cycle for 1999 properties, we will measure
the overall effectiveness of the CAM process.

We are currently analyzing the capability to draw data for this measure automatically from our new
CAM system. For our random audits, we use an automated program that draws a statistically valid sam-
ple based on the size of the universe and the resources available to do the work.

Employees with specialized understanding of the calculation methodology will review the results of this
measure. Compliance managers also will review the results for accuracy.

To date, we have captured data for this measure in databases maintained by each analyst. To the extent
that we are able to capture data for this measure automatically in the future, data limitations will be
minimal.

MRM is working with Accenture to determine how we can capture data for this measure in the new
compliance modules. Automated capture of data will enhance the integrity of this measure. We are
developing the capability to measure the effectiveness of the new 3-year CAM process, based on ran-
dom audit results.

Baseline

Data Validation-
Supplemental
(See Also Section 1.6)

Data Source

Data Verification-
Supplemental
(See Also Section 1.6)

Data Limitations

Planned Actions

6 "Major portion" means the highest price paid or offered at the time of production for the major portion of oil or gas production from the same
field.
7 "Dual accounting" is the comparison of two values of gas: 1) prior to processing and 2) after processing at a gas plant. The higher of the two
values is the basis for royalty payments.
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tion amounts for oil leases. The information lessees

need for past periods to calculate these l iabil it ies is not

readily available to them. MMS collects the necessary

information, calculates the major portion prices, verif ies

dual accounting, and bil ls companies for any additional

royalties due.

The Indian gas rule, which was published in August

1999 with an effective date of January 1, 2000, made

several significant changes to valuation methods. One

of these changes enhanced our abil ity to calculate

major portion prices for Indian properties. A major por-

tion price is a price that represents the 25th percentile

of the total royalty volume reported to MMS for an area

that is not associated with an index zone (see footnote

16 in Appendix 2). Index zones were established in the

rule, and the rule provides a formula to calculate index

zone prices each month. The index zone price is the

basis for royalty value for Indian properties associated

with the zone. These changes made valuation of Indian

gas more efficient for companies and MMS and at the

same time fulfi l ls our trust responsibil ity to the Indian

community by ensuring an above average price for the

gas.

FY 2003 ANNUAL GOALS:

By the end of FY 2003, ensure for the time period

January 1, 2000, through March 31, 2003, that 68 per-

cent of Indian gas producing properties are in compli-

ance with index zone/major portion requirements.

By the end of FY 2003, ensure for the time period

1984-1999 that 95 percent of Indian gas producing

properties are in compliance with dual accounting

requirements.

By the end of FY 2003, ensure for the time period

1984-2001 that 30 percent of Indian oil producing

properties are in compliance with major portion require-

M i n e r a l s  R e v e n u e  M a n a g e m e n t  -  M i s s i o n  G o a l  M R M - 3

BUDGET TABLE

Budget Activity/Subactivity

Compliance and Asset Management

Revenue and Operations

Totals

Total
MRM
($000)

56,405

44,639

101,044

Mission
Goal

MRM-3
($000)

12,377

9,795

22,172

Mission
Goal

MRM-3 
($000)

12,629

9,250

21,879

Total
MRM 
($000)

58,109

41,185

99,294

Mission
Goal

MRM-3
($000)

12,784

9,061

21,845

Total
MRM 
($000)

57,402

42,047

99,449

FY 2001 Enacted FY 2002 Enacted FY 2003

Budget Request

%

22.0

22.0

22.0

%

22.0

22.0

22.0

%

22.0

22.0

22.0

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.

FY 1999
Enacted

N/A*

FY 1998
Enacted

N/A*

FY 2001
Enacted

22,172

FY 2000
Enacted

21,873

FY 2003
Proposed

21,845

FY 2002
Enacted

21,879

MRM-3
Budget
History
($000)

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.
*Note: MRM adopted this mission goal in FY 2000.  For FY 1999 budget data by subactivity, see MMS' FY 1999 Annual Performance
Plan.



51

M
IN

E
R

A
L

S
 M

A
N

A
G

E
M

E
N

T
 S

E
R

V
IC

E

G O A L : I N D I A N  T R U S T  R E S P O N S I B I L I T I E S

Mission Goal MRM-3: Fulfill our mineral revenue Indian trust responsibilities.

Long Term Goal MRM-3A: By the end of FY 2005, ensure 100 percent of Indian gas producing properties are in compliance with index
zone/major portion and dual accounting requirements for the time period 1984-2004.8

FY 2003 Annual Performance Goal: By the end of FY 2003, ensure for the time period January 1, 2000, through March 31, 2003, that
68 percent of Indian gas producing properties are in compliance with index zone/major portion requirements.
By the end of FY 2003, ensure for the time period 1984-1999 that 95 percent of Indian gas producing properties are in compliance with
dual accounting requirements.

Performance Measure: Percentage of Indian gas producing properties that are in compliance with index zone/major portion and dual
accounting requirements.

FY 99 Actual FY 00  Actual FY 01 Plan FY 01 Actual FY 02 Plan FY 03 Proposed

MP-45% MP-60% MP/I-63% MP/I-60.2% MP-64% MP-68%
DA-9%* DA-31.2% DA-45% DA-51.2% DA-85% DA-95%

Long Term Goal MRM-3B: By the end of FY 2005, ensure 100 percent of Indian oil producing properties are in compliance with major
portion requirements for the time period 1984-2004.

FY 2003 Annual Performance Goal: By the end of FY 2003, ensure for the time period 1984-2001 that 30 percent of Indian oil pro-
ducing properties are in compliance with major portion requirements.

Performance Measure: Percentage of Indian oil producing properties that are in compliance with major portion requirements.

FY 99 Actual FY 00 Actual FY 01 Plan FY 01 Actual FY 02 Plan    FY 03 Proposed

8% 25% 30% 30% 30% 30%

8 For gas major portion (MP) calculations, data reported for FY 2000 and prior captured data related to 1984-1999. However, we are not calcu-
lating MP for 34.5 percent of the gas properties for that time period due to IBLA decisions related to our previous gas valuation regulations. We
have completed calculations for 60 percent of these properties, and we will complete the remaining 5.5 percent. Progress with oil major portion
has been made through settlements with companies. We do not yet have a new Indian oil valuation rule published. For most of the remaining oil-
related properties, we are not calculating oil major portion for the period March 1988 through December 1999 due to IBLA decisions that also
impacted the current Indian oil regulations.
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ments.

Goal Description: The objective of these goals is to

eliminate the backlog of dual accounting calculations

and enforcement for the time period 1984-1999 and to

ensure compliance with major portion more contempo-

raneously for FY 2000 forward. Separate long-term

goals were established for properties producing gas and

properties producing oil because annual targets wil l

move at different paces due to different valuation com-

plexities, varied lease term requirements, and the spe-

cialized resource expertise needed for each product.

Because much of the related information is the same,

the descriptions of both goals have been combined

below.

In setting the targets, we gave priority to the leases for

the tribes with the highest revenues. We determined

these specific tribes by analyzing the total Indian rev-

enues reported to MMS. Recent decisions by the

Interior Board of Land Appeals (IBLA) related to previ-

ous gas valuation regulations and current oil valuation

regulations have impacted our progress toward this

goal.

STRATEGIES AND RESOURCES:

Maximize our Staff's Expertise: As part of our commit-

ment to improve services to Indian mineral owners, we

established our Indian CAM Office. This office is specif-

ically dedicated to serving mineral-producing tribes and

individual Indian mineral owners. This allows us to

maximize efficiencies by uti l izing staff with specialized

expertise related to both previous and new Indian valu-

ation regulations and with an understanding of the dif-

ferences between Indian oil and gas lease term require-

ments. For example, in FY 2001, we redirected several

staff in our Dallas office to accelerate our progress

toward ensuring that companies were in compliance

with dual accounting requirements.

Publish the Final Indian Oil Valuation Rule: Targets are

based on publication of the Indian Oil Valuation Rule.

We published a supplementary proposed Indian oil rule

on January 5, 2000, changing the comparative value to

the average of the daily high spot prices for deliveries

in the production month. In FY 2002, our intent is to

publish a final Indian Oil Valuation rule and develop

training for the new rule for industry, MRM, and the

Indian community.

Implement the Final Gas Valuation Rule: Changes pro-

vided in the Indian gas valuation regulation, which

became effective January 1, 2000, have simplif ied the

burden of complying with these major portion and dual

accounting lease term requirements. Following imple-

mentation of this rule, we provided training and guid-

ance to industry, MRM, and the Indian community. We

also established a web site for companies to obtain the

major portion prices, index zone prices, and due dates

to report this data. This has increased our efficiency in

ensuring major portion and dual accounting compliance
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for gas related properties after January 1, 2000.

FY 2001 GOAL:

By the end of FY 2001, ensure 30 percent of Indian oil

producing properties are in compliance with major por-

tion requirements for the time period 1984-2000.

Report: Goal met. The FY 2001 result was 30 percent.

Settlements with several companies have resolved major

portion compliance issues for oil properties. However,

IBLA decisions related to current oil valuation regula-

tions have impacted our progress toward this goal.

Based on those decisions, we are not calculating major

portion for the remaining properties for the period

March 1988 through December 1999. Once a new

Indian oil valuation rule is published, our abil ity to

ensure compliance with major portion requirements on

FY 2001 ANNUAL PERFORMANCE REPORT:

FY 2001 Goal: By the end of FY 2001, ensure 63 percent of Indian gas producing properties are in compliance

with index zone/major portion requirements for the time period January 1, 2000, through March 31, 2001, and

complete the analysis for dual accounting compliance for 45 percent of Indian properties for the time period

1984-1999.

Report: We exceeded the dual accounting target, but did not quite reach the index zone/major portion target.

The results were 60.2 percent for index/zone major portion and 51.2 percent for dual accounting. We are sl ightly

behind target for our index zone/major portion goal; however, once companies comply with recent MRM orders, we

will meet the target. The dual accounting goal is ahead of schedule because we have focused additional CAM

staff in Dallas toward this goal. In addition to meeting the projected targets, we have ensured dual accounting

compliance for an additional 1,624 lower dollar properties and payors not originally in our project universe.

IBLA decisions related to gas valuation regulations prior to January 1, 2000, have impacted our progress toward

our original long-term goal. Based on those decisions, we are not calculating major portion for the remaining

properties for the period March 1988 through December 1999 (34.5 percent of properties). (See also footnote 8.)

Our FY 2001 and 2002 targets focus on the timeframe January 1, 2000, forward.
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PERFORMANCE DATA DETAILS:

The baseline for the Indian gas index zone/major portion measure is 45 percent, established in 1999.
The baseline for the Indian gas dual accounting measure is 9.0 percent, established in 1999.
The baseline for the Indian oil major portion measure is 3.6 percent, established in 1999.

MRM managers concluded this goal should be retained, but the performance measures must be modi-
fied to reflect changes in the reporting rules for gas major portion. Prior to 1/1/2000, MRM used audits,
settlements, and compliance actions (issue and demand letters) to measure compliance with major por-
tion goals. Starting 1/1/2000, compliance was measured monthly by an index zone price for the majori-
ty of Indian leases, and by major portion for the remaining leases. This allows the level of compliance
with index zone/major portion valuation rules to be determined within 9 months of the original reporting
cycle.

Performance measurement data for this goal is collected from three sources. The index zone prices for
gas are calculated using the average of published gas prices in Inside FERC and Natural Gas Intelligence
(NGI). The major portion prices are determined from prices and volumes reported to MMS by compa-
nies. Dual accounting compliance is determined by payor audits and the percentage of completion

The three types of data calculated for this performance measure are highly reliable. The gas price indices
published by Inside FERC and Natural Gas Intelligence are widely used in the oil and gas industry as a
basis for contract pricing. The major portion prices are generated from MRM company data reported to
MRM. The dual accounting data is the result of audits performed by the Indian CAM teams and has
undergone a thorough MRM review.

The data collected for this performance measure are highly accurate and reliable. The only limitation is
the use of offline computers to calculate the major portion prices. This creates some risk of mishandling
of the data during downloads and data manipulation and could compromise its integrity. However, we
believe the dedication and high competence level of the employees performing these tasks make the risk
very low.

With the implementation of the new computer system on October 1, 2001, we will be able to perform
automated computations. In addition, MRM will document the process of creating these performance
measures in writing.

Baseline

Data Validation-
Supplemental
(See Also Section 1.6)

Data Source

Data Verification-
Supplemental
(See Also Section 1.6)

Data Limitations

Planned Actions

oil-related properties wil l  be enhanced.

2.3 CUSTOMER SERVICE GOAL 

2.3.1 MISSION GOAL MMS-1: INTERACT WITH
OUR CUSTOMERS IN AN OPEN AND CON-
STRUCTIVE MANNER TO ENSURE THAT WE
PROVIDE QUALITY SERVICES THAT SATISFY
OUR CUSTOMERS' NEEDS.

Description: Both OMM and MRM always have

focused on customer service and each program has a

tradition of measuring customer satisfaction. However,

MMS has not had an overall strategy to measure how

well we are fulf i l l ing our customers' needs. To address

this need, we began to develop a survey instrument to

measure our performance in this area.

Our FY 2001 goal was to conduct a survey and estab-

lish a baseline. However, we currently are in the

process of developing the survey instrument. Once we

have completed the instrument, we will be seeking OMB

approval for the information collection. Accordingly, we

are revising our timetable and have established a target
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of conducting the baseline survey in FY 2002 and fol-

lowing it with a survey in FY 2003.

FY 2003 ANNUAL GOAL:

In FY 2003, we will increase the customer satisfaction

index over the FY 2002 baseline.

G O A L : CUSTOMER SERVICE

Mission Term Goal MMS-1: Interact with our customers in an open and constructive manner to ensure that we provide
quality services to satisfy our customers' needs.

Long Term Goal MMS-1: By 2005, show an increase in customer satisfaction with our data and information services.9

FY 2003 Annual Performance Goal: In FY 2003, we will increase the customer satisfaction index over the FY 2002
baseline.

Performance Measure: Percentage of customers indicating satisfaction with OMM's data and information services.

FY 99 Actual FY 00 Actual FY 01 Plan FY 01 Actual FY 02 Plan FY 03 Proposed

N/A* N/A* N/A* N/A* N/A* Increase over 
FY 2002 baseline

*There are no data available for these years because this is a new goal.
** MMS planned to conduct a baseline customer service survey in FY 2001, but was unable to do so (see discussion below).
Therefore, we will not be able to achieve our FY 2002 goal, which was "In FY 2002, we will increase the customer satisfaction index
over the FY 2001 result."  We are revising the FY 2002 goal (see footnote 19, Appendix 2).

Goal Description: In our FY 2001 APP, we stated that

we planned to gather baseline data for OMM's cus-

tomer service performance in FY 2000 using a survey

instrument approved by OMB. However, during develop-

ment of the survey we realized that we needed addi-

tional time to develop the robust statistical approach

that wil l  be needed to make the survey useful and use-

able. The draft of the instrument is under review in the

Department and we expect to submit it to OMB this

year in time to establish the baseline in FY 2002.

Accordingly, we have revised our goal and have estab-

lished a target of conducting the baseline survey in FY

2002. Our FY 2003 goal wil l  be to improve on the FY

2002 baseline.

OMM will pilot MMS' customer service performance

measurement initiative. As discussed in Section 2

above, MRM currently is involved in an extensive

reengineering initiative, and is collaborating with its

stakeholders to develop and test new processes. In FY

2003, after new systems are implemented and stabi-

l ized, MRM will gather baseline data regarding its

stakeholders' satisfaction with the new reengineered

processes and systems. For both MRM and OMM, sub-

sequent performance goals wil l  show incremental

increases above prior results.

9 We define "data and information services" to include industry training and outreach sessions and assistance provided to walk-in/call-in/Web site
customers.
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FY 2001 ANNUAL PERFORMANCE REPORT:

FY 2001 Goal: In FY 2001, we will establish a baseline customer satisfaction index.

Report: Goal not met. We did not complete the survey instrument in FY 2000 as planned, and therefore could

not conduct the baseline survey necessary for us to meet our FY 2001 goal. We underestimated the time that

would be required for us to develop a robust survey and ensure that it included the statistical methods necessary

in a good survey instrument. Accordingly, we are revising our timetable and have established a target of conduct-

ing the baseline survey in FY 2002 and following it with another survey in FY 2003.

PERFORMANCE DATA DETAILS:

MMS will establish the baseline in FY 2002.

MMS has submitted the survey instrument to internal and Departmental experts for review to ensure
that it has statistical validity. Following Departmental approval, it will be sent to OMB for review and
determination on whether it is appropriate for the intended purpose.

The data will be obtained from OMM's customers through the use of an OMB-approved survey instru-
ment. The data will be manually plotted and analyzed.

MMS will ensure that the data used to tabulate the results are gathered following statistically valid pro-
tocol and can be verified.

MMS will study the survey procedures, including collection, data handling, and analysis, to identify prob-
lems and limitations.

Not applicable.

Baseline

Data Validation-
Supplemental
(See Also Section 1.6)

Data Source

Data Verification-
Supplemental
(See Also Section 1.6)

Data Limitations

Planned Actions
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3.1 CITIZEN-CENTERED GOVERNANCE

The Secretary of the Department of the Interior has out-

l ined a vision for effective program management that is

centered around the "Four C's:" Conservation through

Cooperation, Consultation, and Communication. MMS

has embraced this vision. In fact, throughout our 20-

year history, we have worked with our stakeholders in

an attempt to build consensus while balancing national,

regional, and local interests. The stakeholders we serve

include Congress, the Executive Branch, the public,

states, the oil and gas industry, marine minerals indus-

tries, environmental constituencies, Indian tribes and

allottees, and the solid minerals industry. Despite the

differing interests of these stakeholders, MMS seeks and

considers their input on all major initiatives.

Although reaching consensus is diff icult when stake-

holders often have competing interests, MMS realizes

the value in seeking consensus whenever possible.

Even absent consensus, decisions reached by MMS man-

agers are strengthened by considering the input from

all constituencies. The goals MMS has set are impor-

tant to the Nation as a whole, and their achievement is

made more realistic when MMS forges partnerships.

MMS keeps stakeholders informed and seeks their input

and cooperation by:

· Providing outreach, public information, and training,

in part through a vigorous communications program

that includes public affairs, congressional affairs, and

external affairs components. The public reviews all

our proposed actions, and we hold frequent congres-

sional briefings and public meetings and outreach

sessions.

· Establishing partnerships with Indian, State, and

industry representatives in an ongoing attempt to

involve them in our initiatives. For example, stake-

holders were engaged as full members on the MRM

Operational Model teams and in developing compli-

ance strategies. MMS also involves stakeholders

through advisory committees and other forums. The

Minerals Management Advisory Board comprises the

OCS Policy Committee, the Royalty Policy Committee,

the Alaska OCS Committee, and the Scientif ic

Committee. Other venues include the Pacific

Region's MMS/Tri-County Forum (the counties include

Ventura, Santa Barbara, and San Luis Obispo,

California), and the State and Tribal Royalty Audit

Committee.

· Actively collaborating with the American Petroleum

Institute and other industry groups in developing

regulatory standards, product specifications, and rec-

ommended practices for offshore development. MMS

also has become increasingly active in the

International Organization for Standardization, or

ISO, working towards raising worldwide safety and

environmental performance.

· Initiating an Annual Operator Performance Review for

offshore operators. MMS has used feedback received

from the operators during these discussions to make

changes to some of our internal processes to make

them more efficient. We also include discussions

about operators' training plans in these reviews, as

part of our evaluation of training programs. These

reviews provide a forum for MMS and the operators

to maintain a dialogue about performance in a non-

threatening manner, with the goal of preempting

problems and avoiding serious accidents.

· Offering a number of opportunities to tribes, includ-

ing access to automated systems and the opportunity

to handle royalty audit work through cooperative

agreements. These efforts wil l  assist the tribes in

assuming royalty functions and further improve our

government-to-government relationship.

· Encouraging cooperation and enhancing the spirit of

partnership by honoring the best in the oil and gas

Sect ion III

Addit ional  GPRA Information



industry at the Annual MMS Awards Program and

Luncheon. The awards include the National Safety

Award for Excellence, Corporate Leadership and

Corporate Citizen Awards, and the Secretary of the

Interior's Mineral Revenue Stewardship Award.

· Maintaining our popular web site, www.mms.gov. It

has information about MMS programs, ongoing activ-

it ies, and initiatives and contains extensive reference

material.

· Pursuing various opportunities for electronic busi-

ness. For example, most of MMS' large royalty pay-

ors have been reporting electronically for several

years, and MMS has converted most of the remaining

e-mail, diskette, tape reporters, and paper reporters

to an electronic format.

· Converting to electronic receipt and disbursal of data

and information to reduce the amount of paper being

exchanged, provide cost avoidance and quicker

response times for all parties, and increase accuracy.

These improvements are discussed elsewhere in this

document, especially in the sections discussing e-

government transformation and business process

reengineering.

In accordance with the Department's American Indian

trust responsibil it ies, MMS has a special dedication to

serving the tribes and individual American Indian miner-

al owners. As part of our commitment to improve ser-

vices to Indian mineral owners where they l ive, we have

established an Indian Compliance and Asset

Management (CAM) office. This CAM office is specifi-

cally dedicated to serving mineral producing tribes and

individual Indian mineral owners and will perform all

compliance and outreach activit ies. Based in Lakewood,

CO, and also located in Oklahoma and New Mexico,

these offices are advocates for the American Indian

community and communication channels to the

Department and other Federal agencies.

3.2 CROSSCUTTING ISSUES

MMS coordinates offshore activit ies with the Fish and

Wildlife Service, the U.S. Geological Survey, the National

Oceanic and Atmospheric Administration, the

Department of Energy (DOE), the Defense Department,

the Environmental Protection Agency, the Army Corps of 

Engineers, the U.S. military, the Coast Guard, State and

local governments, environmental groups, and industry,

and provides information that sometimes would not be

available otherwise. For example, MMS supplied infor-

mation to the National Marine Fisheries Service from

MMS-funded research to aid them in identifying essen-

tial f ish habitat.

MMS also coordinates activit ies with the Bureau of

Indian Affairs (BIA), the Bureau of Land Management

(BLM), the Office of the Special Trustee, State govern-

ments, Indian tribes and allottees, and industry.

Specific examples of MMS' crosscutting efforts

· In recent years, MMS has worked closely with DOE on

a highly visible cross cutting initiative, the refi l l ing of

the Strategic Petroleum Reserve (SPR). MMS com-

pleted deliveries of 28 mill ion barrels of oil to DOE

in December 2000. On November 13, 2001, the

President made the decision to proceed with the uti-

l ization of Gulf of Mexico royalty oil to fi l l  the

remaining storage capacity of the SPR. The initiative

will involve the delivery of approximately 120 mill ion

barrels of RIK oil to DOE for use in fi l l ing the SPR.

Delivery of the oil is expected to begin in April 2002

and be completed in December 2004.

· In 2001, in response to formal requests, MMS began

negotiating with the Corps of Engineers, the Defense

Department, and State and local governments for

access to OCS sand resources. MMS has conveyed

5.1 mill ion cubic yards of sand to Brevard County

and Patrick Air Force Base in Florida for shoreline

protection. For the remainder of FY 2001 and into

FY 2002, MMS anticipates that the amount of sand

conveyed will tr iple. Requests for OCS sand have

been received from Brevard County, Florida; Corsons

Inlet, NJ; Sandbridge, VA; Assateague, MD; and off-

shore Louisiana for use of up to 17.7 mill ion cubic

yards of OCS sand.

· MMS is partnering with DOE to help further the

development of technology for ultra-deepwater oil

and gas production in the Gulf of Mexico. The part-

nership, formalized with a memorandum of under-

standing on December 5, 2000, could help reduce the
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Nation's dependence on imported sources of oil and

better meet the increasing demands of domestic gas

consumption.

· MMS has been participating in a Departmental pilot

in Farmington, New Mexico, implementing a new con-

cept in serving our Indian constituents. The

Department established an office that unites employ-

ees from the Bureau of Indian Affairs, Bureau of Land

Management, and MMS under one director for out-

reach, inspection, enforcement, and mineral revenue

compliance services to industry and American Indian

stakeholders. With this Department-wide trust focus,

the Farmington Indian and Minerals Office (FIMO)

has been instrumental in reengineering processes and

services. In FY 2001, the Department deemed the

pilot a success and made FIMO permanent.

Departmental officials are interested in adopting this

approach in other geographic areas, and are formal-

izing the Federal and Indian Mineral Offices concept

for implementation elsewhere.

· MMS has been coordinating system development and

interface testing with BIA to ensure compatibil ity

between MMS and BIA automated systems. In addi-

tion, MMS has been working with BLM to ensure the

integration of MMS' new financial system with BLM's

Automated Fluid Minerals Support System.

· MMS has entered into a series of agreements with

other Federal agencies and coastal State govern-

ments to cooperatively develop Federal/State bound-

aries, describing data relevant to leasing as well as

State regulatory and enforcement actions. Many of

the agreements with coastal states wil l  lead to fixing

of the Federal/State boundary by Joint Motions fi led

with the United States Supreme Court. The latest

effort has led to a Supplemental Decree fixing the

Offshore Boundary with the State of Texas.

Also, by working with its constituents, MMS has been

able to find program efficiencies while continuing to

improve the effectiveness of its safety and environmen-

tal program. Examples include:

- A Memorandum of Understanding (MOU) with the

U.S. Coast Guard concerning shared responsibil it ies

under the Outer Continental Shelf Lands Act;

- An MOU in conjunction with the Special Programs

Office of the Department of Transportation governing

the regulation of offshore pipelines;

- A joint industry project with members of the oil

industry that provided joint funding of research to

monitor the environmental impacts of dri l l ing activi-

ties in the Gulf of Mexico. The result leverages MMS'

funds eight to one and provides information needed

by the Federal Government and industry to ensure

environmentally sound activit ies;

- Several projects jointly funded with industry focusing

on deepwater environmental issues in the Gulf of

Mexico;

- The Coastal Marine Institute Program, instituted by

MMS through cooperative agreements with State uni-

versities in Louisiana, Alaska, and California to reach

consensus on needed environmental and socioeco-

nomic research. In recognition of the mutual bene-

fits derived from this program, MMS research funds

are matched one to one by the states;

- Cooperative efforts with the U.S. Coast Guard and

U.S. Navy, which have been expanded on several

fronts to provide support for those agencies' needs

for training and equipment testing to address acci-

dental spil ls in harbors as well as open seas.

3.3 MANAGEMENT ISSUES 

MMS currently is working on issues raised in two audit

reports by the Department's Office of the Inspector

General (OIG). These reports addressed the adequacy of

internal controls in the Financial Management Branch

and inaccuracies in the supporting documentation for

operators participating in the Stripper Oil Well Property

Royalty Rate Reduction Program. MMS completed work

in FY 2001 on another issue that addressed the general

and application controls over MMS' Technical

Information Management System. We also are imple-

menting the President's management reform initiatives

and the Secretary's vision of cit izen-centered gover-

nance. The status of our efforts is discussed on the fol-

lowing page.
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Financial Management Branch 

In March 2000, following an audit of FY 1998 financial

data, the Department's Office of the Inspector General

issued a report on the adequacy of internal controls in

the bureau's Financial Management Branch. OIG identi-

f ied three primary findings indicating that MMS' inter-

nal controls for f inancial data management were not

sufficient to prepare FY 1998 financial statements for

its bureau operations in accordance with Federal

accounting standards.

MMS accepted the OIG audit f inding and initiated an

aggressive program to address the deficiencies and

design cost-effective and timely corrective action. MMS

recruited a multi-bureau task force of f inancial manage-

ment professionals to work closely with MMS staff and

with OIG staff in preparing information required for the

FY 1999 Department of the Interior Consolidated

Statements. Financial statements of MMS bureau oper-

ations could not be issued for FY 1999, but an unquali-

f ied opinion was issued on separate financial state-

ments for Royalty Collection Activit ies.

In addition, the multi-bureau task force was asked to

identify and report on any corrective actions or further

internal control issues they might uncover in their work.

Following this effort, MMS engaged a national public

accounting firm to conduct a comprehensive review of

its accounting system, operational policies and process-

es. OIG, the multi-bureau task force, and the national

accounting firm recommended a number of corrective

actions including changes in internal control proce-

dures, adjustments to the organizational structure of

the Financial Management Branch, and increases in

resources.

In response to various findings and recommendations,

MMS instituted organizational changes, realigned staff,

clarif ied work assignments, and developed and imple-

mented desk procedures. In addition, MMS added or

improved internal control responsibil it ies. Cash, identi-

f ied as one of the primary areas of concern, was fully

reconciled by the end of FY 2000. Monthly reconcil ia-

tion procedures were revised and implemented. During

FY 2001 and 2002, new staff members were added to

the organization and the entire staff was reorganized to

implement the various recommendations. All recom-

mendations of the March 2000 OIG report were com-

pleted by the established deadline of December 2001.

Consolidated financial statements on MMS bureau oper-

ations were issued for FY 2000, but not audited.

However, an unqualif ied opinion was issued on the

Statement of Custodial Activity for Royalty Collections.

In September 2001, OIG released a report on their

review of FY 2000 financial statements. The report

identif ied seven recommendations for improved activi-

ties. To date, these recommendations have been imple-

mented in practice but sti l l  require formal documenta-

tion to be considered complete. A completion date of

June 30, 2002, has been established and MMS is on

schedule to meet that date.

Technical Information Management System

MMS has completed its responses to all of the OIG

audit's recommendations and has prepared a final

report to the OIG indicating that all 15 recommenda-

tions have been implemented. There were no material

weaknesses in the audit. MMS is waiting for a response

from OIG.

Stripper Oil Well Property

OIG found that MMS needed to develop and implement

a plan to eliminate the Stripper Oil Well Property

Royalty Rate Reduction Program notif ication processing

and data entry backlog, and to approve future notif ica-

tions for the program in a timely manner. In addition,

MMS needed to develop and implement a plan to review

program exceptions generated by the automated match-

ing process and collect underpaid royalties from opera-

tors.

MMS has one remaining open issue from the OIG rec-

ommendations, which is to audit the top 100 stripper

well properties. Nearly all of those properties are locat-

ed in States with which MMS has a cooperative audit

agreement to audit the Federal leases located in that

State. We have provided the States with the l ist of the
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top 100 stripper properties and asked that they include

these properties in the audit work plans to the extent

audit resources and competing underpayment issues

allow. At least one State made considerable progress in

auditing these properties in FY 2001.

The President's Management Initiatives

In addition to the specific issues discussed above, MMS

is working to improve service delivery using the

President's management initiatives and the Secretary's

vision of effective program management (discussed in

Section 3.1). MMS' efforts related to the President's

management initiatives are discussed below.

Competitive Sourcing

In keeping with our past practices, MMS supports the

concepts of the Federal Activit ies Inventory Reform Act.

We have begun to conduct the comprehensive self-

examinations and evaluations of in-house performance

and costs relative to the private sector, as required by

the Act. As part of our commitment to improving how

government works, we recently completed Competitive

Sourcing Plans for FY 2002 and FY 2003. In FY 2002, 5

percent of our positions wil l  be subject to competition

and, in FY 2003, 10 percent wil l  be competed.

Strategic Management of Human Capital

We have analyzed our workforce to assess the impacts

of technology, changes in missions/goals, and competi-

tive outsourcing. In each of these areas, MMS already

has experienced changes and expects to see more.

MRM's reengineering initiative with its redesigned work

processes and continued use of technology to achieve

program efficiencies and attain goals has challenged

MRM to develop new skil l  mixes. In addition, plans to

initiate an E-Government transformation in OMM will

bring about significant changes in work processes that

will require a new set of skil ls for current and future

OMM employees.

Improving Financial Performance

MMS has an excellent record of f inancial performance in

the area of royalty collections and disbursement and

has received unqualif ied audit opinions consistently in

this area. MMS is responding to recommendations

made by the Inspector General and has moved aggres-

sively during the past two years to improve our adminis-

trative financial performance (see page 67).

Expanding Electronic Government

Since MMS' formation, we have sought to find easier,

faster, more reliable means of exchanging information

with our constituents. We use our Internet web page as

a portal to all interested parties and the Internet itself

as a means of moving information back and forth

between MMS and our constituents. We also recognize

that electronic government expansion is an integral part

of transforming the way we do business. During the

past several years, MRM has undertaken a major reengi-

neering effort that, among other things, is providing

constituents improved access to MRM activit ies through

the Internet (see page 73).

OMM also has initiated an electronic government initia-

tive, E-Government Transformation (see page 75). The

President's Budget Request for FY 2003 includes $8.742

mill ion for this initiative. OMM established a small

Program Management Office (PMO) in October 2001

that is working with a contractor to baseline OMM busi-

ness areas and business functions and to establish pri-

orit ies to begin the business process re-engineering

effort.

Budget and Performance Integration

MMS is committed to the integration of budget and per-

formance data. To that end, this report includes bud-

geted amounts for our mission goals that were deter-

mined by evaluating the contributions of the various

parts of the organization toward each of the goals (see

Section 2). MMS is fully committed to improving this

l inkage in accordance with the leadership and direction

provided by the Assistant Secretary - Policy,

Management and Budget.

The Department has decided to implement activity

based costing (ABC) throughout the agency (see "A

Plan for Citizen-Centered Governance," September

2001). ABC will provide managers with information

they can use to monitor and evaluate their program per-

formance, allocate resources more effectively, and mea-

sure results. ABC also is a tool that wil l  help in the
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implementation of one of the President's management

initiatives-budget and performance integration. MMS

plans to have a methodology and system in place to

begin activity based costing by October 1, 2002.

3.4 PROGRAM EVALUATIONS 

A number of internal and external efforts comprise

MMS' program evaluations. MMS is a major source of

revenue to the Federal Government, and therefore is

continuously under review by oversight agencies such as

the Office of Inspector General (OIG) and the U.S.

General Accounting Office (GAO). OIG periodically

reviews offshore operations because of the importance

of monitoring safety and environmental impacts on the

OCS. OIG performed two program audits in FY 2000.

In the first, OIG reviewed the criminal referral process

for OMM's offshore criminal penalties program and

issued a report with three recommendations. MMS fully

implemented the recommendations and the Department

sent a closure memorandum to OIG on May 31, 2001.

In the second, OIG reviewed whether MMS had effective

general and application controls over TIMS, and whether

TIMS was operated in compliance with applicable

Federal laws and regulations. OIG concluded that MMS

had established adequate general and application con-

trols over TIMS, but improvement was warranted in four

areas. MMS fully implemented the recommendations by

May 2001, but the Department has not yet sent a clo-

sure memorandum to OIG.

OIG initiated a new MMS audit in June 2001-- "Audit of

Royalty Compliance Activit ies of the MRM Program,

MMS."  The objective of the audit is to determine

whether MRM's royalty compliance strategy provides

assurance that companies pay the full amounts of royal-

ties owed on Federal and Indian leases. OIG also wil l

determine whether MMS accurately reported its accom-

plishments relative to its royalty compliance perfor-

mance goals.

In December, OIG began a review of MMS' RIK system.

The objective of the review is to compare the in-kind

process to in-value royalty collections to assess the

risks of underreporting oil and gas royalties due to the 

Government. This review will not result in a formal

report; the report probably wil l  be in the form of man-

agement suggestions.

OIG also has retained KPMG to perform annual f inancial

management reviews. KPMG currently is auditing MMS'

FY 2001 financial statements.

Finally, OIG is evaluating the Department's "IT

Acquisit ion and Design Process, Including Capital

Planning."  MMS will be involved in this evaluation.

GAO also is conducting an RIK review in FY 2002. This

review, begun in January 2002, will focus on the rev-

enue impacts for leases in the RIK pilots and on

whether the pilot programs should be expanded. The

scope will include comparisons of RIK and in-value

methodologies and a review of the history of the RIK

pilots. GAO will include in its review other recent stud-

ies of the RIK initiative.

In addition to external reviews, MMS routinely conducts

scheduled in-depth appraisals and ongoing self analyses

with various internal evaluations, including Alternative

Management Control Reviews (AMCR), Performance

Management Assessment Tool Reviews (PMAT),

Departmental Function Reviews (DFR), Automated

Information System Reviews (AISR), and Quality in

Contract Program Reviews (QUIC). We conduct the

reviews on a rotating basis among the various programs

and functional areas. These reviews examine whether

adequate controls are in place to ensure that intended

results are achieved, resources are protected from

waste, fraud, and mismanagement, and management

information is reliable. We have scheduled seven inter-

nal reviews in FY 2001--three in Administration and

Budget, two in MRM, and two in OMM (see the table on

the following page).

We also use quantitative measures to assess our

progress toward meeting our goals, use program evalua-

tions to identify ways to improve our performance, and

rely on internal and external feedback from our cus-

tomers to gauge our success in meeting their needs.

Our scheduled FY 2002 reviews are shown in the fol-

lowing table:
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MMS FY 2002 MANAGEMENT CONTROL PLAN

R e v i e w

Atrium Building Computer

Center (A&B)

Property Management System

(NT) (A&B)

Quality in Contracting (QuiC)

Phase I - Management Control

Phase II - Performance

Measurement   and

Assessment (A&B)

This review was begun in FY

2001.

R e v i e w

Ty p e / R a t i n g

AISRHigh

DFRHigh

DFR 

(using QUIC tool)

Medium

S c o p e

Review the network infrastructure and update the network

security posture of the LAN in the Atrium Building in

Herndon, Virginia.

Perform targeted MMS-wide compliance reviews of the

report of survey process and internet sales of surplus and

exchange/sale of personal property. Also, conduct a person-

al property management compliance review that focuses on

capitalized property in Denver.

Phase I-Assess compliance with the Contracting Officer's

Technical Representative Certif ication. The Phase I QUiC

Acquisit ion Review Report wil l  provide (1) the results of our

bureau-wide targeted compliance reviews of the bureau's

status on administering the Contracting Officer's Technical

Representative (COTR) Certif ication Program and use of

convenience checks, (2) a summary of the "best practices"

review of our Denver Procurement Branch, and (3) any busi-

ness related "best practices" that could help the other DOI

bureaus improve productivity, effectiveness, and efficiency.

The Phase II QUiC Acquisit ion Review Report requirements

are: (1) Provide a cost-to-spend ratio that compares the

total FY 2001 dollar amount awarded to total FY 2001

salaries benefits, and contractor support costs of the pro-

curement offices; (2) Provide the total number of GS-1102's

in MMS and the total number of 1102's who meet the

Clinger-Cohen education requirements; and (3) Provide the

total number of MMS-warranted 1102's and the total num-

ber who do not meet the training requirements for their

respective warrant level.
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MMS FY 2002 MANAGEMENT CONTROL PLAN -  CONTINUED

R e v i e w

Cash Management and

Revenue Disbursement

(MRM)

Physical Security over

Proprietary Data (MRM)

Pacific Region's Computer

Room(OMM)

The International Program

(OMM)

R e v i e w

Ty p e / R a t i n g

AMCR

High

AMCR

High

AISR

Medium

PMAT

Low

S c o p e

The review will focus on the crit ical internal control func-

tions of the new financial system and the reengineered

financial processes. The team also wil l  follow up on recom-

mendations from an FY 2000 external review of MRM's

internal controls and will determine whether there are prop-

er internal controls on funds from receipt to disbursement.

Evaluate security procedures in Building 85. The scope of

the review will not include electronic proprietary data

because there are other IT security reviews planned for the

near future.

Perform a comprehensive review of the center's physical and

operational security, including all aspects of center opera-

tions.

The International Program is a small program within OMM.

This PMAT will focus on any possibil it ies for fraud, waste,

abuse, and mismanagement of six integrity measures: man-

agement information, regulatory compliance, resource stew-

ardship, program effectiveness, risk management, and orga-

nizational control and environment.
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3.5 CAPITAL ASSETS PLANNING
MMS has three on-going capital projects: Minerals

Revenue Management Reengineering, Technical

Information Management System, and Royalty-in-Kind

System. In addition, MMS has initiated a new capital

project, e-Government Transformation, scheduled to be

in the "new" phase in FY 2003.

MMS completed Capital Asset Plans and associated jus-

tif ications in support of these capital projects. The doc-

uments were prepared in conformance with Office of

Management and Budget Circular A-11, Part 3, Section

300--guidelines for planning, budgeting, and acquisit ion

of capital assets. Pursuant to this guidance, they con-

tain discussions of the background and status of the

projects, system life cycle cost projections, and

cost/benefit analyses with related assumptions. In addi-

tion, performance goals and objectives are presented

along with the MMS project management structure and

contracting strategy.

A brief discussion of each capital project follows.

Minerals Revenue Management Reengineering

During FY 2001, MRM developed a new systems infra-

structure to support reengineered business processes.

The build phase included substantial testing, training,

and conversion activit ies. MRM engaged Accenture (for-

merly Andersen Consulting) to develop a new integrated

royalty management system consisting of a PeopleSoft-

based financial module, a Compliance and Asset

Management (CAM) module, a robust relational data-

base environment, a data warehouse, and a variety of

technology tools. MMS implemented the PeopleSoft

core software for the new financial system on November

1, 2001, and will phase in other components in early FY

2002.

These recent IT investments contribute directly to the

accomplishment of all of MRM's mission goals, as dis-

cussed in Section 2. When fully implemented, the

reengineered end-to-end business processes wil l  help us

achieve our goals while supporting a strong emphasis

on our Indian trust responsibil it ies.

· The financial management process wil l  greatly

enhance MRM's abil ity to provide recipients access to

their mineral revenues within 1 business day of MRM

receipt.

· The compliance and asset management process wil l

help MRM reduce the business cycle time by 50 per-

cent.



In a number of respects the new Financial and CAM sys-

tems will deliver common functionality or capabil it ies

that can be uti l ized to further support future royalty-in-

kind (RIK) activity. However, MRM will need specialized

technology investments to transition from pilot projects

to full integration of RIK into our financial and CAM

processes.

Royalty-in-Kind

MRM's Reengineering Initiative established core busi-

ness processes and organizational structures to support

its future asset management approach for administering

Federal oil and gas royalties. RIK is a crit ical compo-

nent of this strategy. Although MMS has had the

authority to collect oil and gas royalties either in cash

or in kind, it historically focused on the cash approach.

One exception has been the long-standing Small Refiner

Program. However, significant advances have been

made by MMS since 1997 in evaluating the feasibil ity of

competitive RIK strategies and developing and success-

fully operating a series of RIK pilot projects to test the

viabil ity of the approach. Through the operation of the

pilot projects and the Small Refiner Program, the MMS

positioned itself well to take the next logical step in the

development of the RIK approach.

In January 2001, MMS published its RIK Road Map to

the Future. The Road Map is a three-year implementa-

tion plan designed to evolve and integrate the RIK

option into MMS' asset management strategy. The key

focus areas of the Road Map include development of

business processes and organization, acquisit ion of

enabling technology to support RIK activit ies, and defin-

it ion of future information reporting requirements.

MRM is uti l izing the Operational Model approach to

support and manage the Road Map implementation as

well as the continued operation of the RIK pilots and

Small Refiner Program. The RIK pilots for

FY 2001-2002 include competitive sales of oil produc-

tion in Wyoming and the Gulf of Mexico and natural gas

in the Gulf of Mexico. MMS is continuing to assess the

results of these pilots and incorporating the findings in

the further evolution of RIK business strategies. In

March 2001, MMS published its draft assessment report

on the Wyoming Pilot. The draft report concluded that

the RIK approach used in Wyoming was a viable option

in managing the royalty asset. MMS is completing its

assessment of the first RIK gas pilot in the Gulf of

Mexico and will be publishing the results in FY 2002.

Additional evaluations of Gulf of Mexico oil and gas

pilots wil l  be conducted in FY 2002.

Significant investments in technology to support the RIK

process are planned for FY 2002 and 2003. During FY

2002, MMS will acquire a needed gas management sys-

tem to support its natural gas RIK business activit ies.

Additional funding is being sought for the development

of an oil/ l iquids management system in FY 2003. These

systems investments are crit ical to the evolution and

integration of the RIK option into the asset manage-

ment strategy of the MMS.

E-Government Transformation

As discussed above, OMM's overall mission is to provide

for safe and environmentally sound mineral develop-

ment on the OCS and ensure that the public receives

fair market value. This mission is the direct result of

the OCSLA, which provides for the expeditious and

orderly development of minerals on the OCS in an envi-

ronmentally sound manner.

To carry out its OCSLA mandates within a complex net-

work of stakeholders (industry, other agencies, states,

and the public) OMM must upgrade its abil ity to:

· process an increased number of requests from indus-

try in a timely manner;

· distribute proposed decisions for comment;

· provide approvals; and

· monitor activit ies on leases through analysis of com-

plex information reported.

Therefore, OMM has initiated an electronic government

initiative, E-Government Transformation. The President's

Budget Request for FY 2003 includes $8.742 mill ion for

this initiative. This investment in capital assets wil l

support all of the above activit ies through true automa-

tion of information exchange and storage.

OMM established a small Program Management Office

(PMO) in October 2001 that is working with a contrac-

tor to baseline OMM business areas and business func-

tions and to establish priorit ies to begin the business
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process re-engineering effort. Initial planning envisions

a strong OMM infrastructure that wil l  support web-

based, customer-responsive solutions, facil itate internal

analysis, and set a foundation for future integrated sys-

tems. Additional investments wil l  support processes

such as permitting, inspections, Freedom of Information

Act requests, public commenting, and industry report-

ing.

To ensure that the foundation is f lexible, capabil it ies

will be built in a coordinated and modular fashion,

using commercial off-the-shelf applications and out-

sourcing when feasible. The approach is driven by cus-

tomers and stakeholders, focused on mission and strate-

gy, process-efficient, and technology-enabled.

The new system will bring numerous significant changes

to OMM processes and will assist OMM staff in the

achievement of all of OMM's performance goals by

decreasing cycle time, increasing efficiency, and improv-

ing effectiveness. There also wil l be increased access to

OCS-related information, a more transparent regulatory

process, and improved public awareness of OCS activi-

ties and understanding of the OMM mission.

See page 15 for further information about this electron-

ic government initiative.

Technical Information Management System

(TIMS)

Objectives for TIMS, which is a completed system that

currently is in the maintenance mode, include transfor-

mation of the applications and hardware and software

to an electronic government environment. MMS

engaged Booz, Allen, and Hamilton to develop a foun-

dational study that documented the current OMM busi-

ness processes and information technology support

environment, developed a strategy for moving to the

electronic government environment, and provided a

modular implementation plan to get there. Execution of

this plan has begun with a more detailed planning

phase in preparation for the full implementation of the

E-Government Transformation project in 2003.

In addition to transforming the hardware and software

systems, OMM has acquired a larger, more comprehen-

sive database for TIMS to meet the mission needs relat-

ed to fair market value, leasing, environmental, and

safety data. Capabil it ies also were added to provide

analysis of trends and risk data.

Initial application development work for the TIMS began

with creating modular, manageable applications compo-

nents using data transferred from existing systems. This

process concentrated on data for Geological

Interpretation Tools (GIT) and provided a foundation for

the corporate database. The GIT contains management,

reporting, integration and analysis functions, as well as

map generation. The completed maps are used for

resource evaluation and decision management purposes.

The successful process provided a template for future

application development.

Achieving and sustaining goals in support of OMM's

day-to-day business operations depends fully on the

continued availabil ity of sophisticated information tech-

nology. In particular, TIMS supports data gathering and

integrity in support of all of OMM's goals, and main-

taining GIT contributes directly to the achievement of

the fair market value goal. By continuing to modernize

the OMM IT infrastructure and architecture, MMS keeps

pace with the offshore mineral industry it regulates.

MMS is also a global mineral resource leader. In this

capacity, MMS must continually improve its IT efficiency

while lowering regulatory costs for industry. Thus, an

ongoing requirement is the timely and adequate l ife

cycle replacement of TIMS and GIT hardware and soft-

ware and the ongoing upgrade or transformation of the

system and its architecture.

3.6 USE OF NON-FEDERAL PARTIES IN
PREPARING THIS PLAN 

This document was prepared by MMS employees.

3.7 WAIVERS FOR MANAGERIAL ACCOUNT-
ABILITY AND FLEXIBILITY 

No waivers of administrative requirements to provide

managerial f lexibil ity are being requested in this plan.
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Appendix I

At-A-Glance  View o f  Minera l s  Management  Ser vice’s  FY 2001
Per formance

Maintain or show a decrease in the average safety

index of .594.

By 2005, show a decrease in the environmental

impact index from the 2000 baseline.

From 2000-2005, the ratio of high bids accepted

for OCS leases to the greater of MMS' estimate of

value or the minimum bid is maintained at the

1989-1995 average level of 1.8 (+/- 0.4) to 1.

By the end of FY 2005, provide recipients access

to 90 percent of revenues within 1 business day

of MMS receipt and disburse 98 percent of rev-

enues to recipients by the end of the month fol-

lowing month received.

G P R A  M i s s i o n  G o a l L o n g - Te r m  G o a l F Y  2 0 0 1  A n n u a l  G o a l

Ensure safe OCS mineral development

Ensure environmentally sound OCS

mineral development

Ensure that the public receives fair

market value for OCS mineral

development

Provide revenue recipients with

access to their money within 24

hours of the due date.

Achieve a safety index of not greater

than .594.

Show a decrease in the number of

adverse environmental impacts per

OCS mineral development activity

below the 1999 baseline of 8.10.

In FY 2001, show a decrease in the

amount of oil spil led to a level of 10

barrels spil led per mil l ion barrels pro-

duced.

In FY 2001, we will maintain the cur-

rent high bids accepted for OCS leases

to MMS' estimated value ratio of 1.8

(+/- 0.4) to 1.

By the end of FY 2001, disburse 98

percent of revenues to recipients by

the end of the month following month

received.
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.594

8.10

10 bbls/mil l ion

1.8 (+/- 0.4) to 1

98%

.658

Will be available in May 2002

Will be available in May 2002

2.26 to 1

98.4%

Although this result does not meet the goal, it repre-

sents an improvement over the FY 2000 result, which

was .837.

This index is calculated by calendar year because the

data for the measures that are the basis of the index

are collected by calendar year.

The rate cannot be calculated until total production

has been tabulated and the annual review of oil spil l

data has been performed.

Although the FY 2001 ratio of 2.26 to 1 sl ightly

exceeded the range, it is well within the measure of

variation that we would expect to observe given the

uncertainties of market factors from year to year.

MMS consistently has maintained a high on-time dis-

bursement percentage for the last several years.

Ta r g e t  

Pe r f o r m a n c e

A c t u a l  

R e s u l t s

C o m m e n t s
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At-A-Glance  View o f  Minera l s  Management  Ser vice’s  FY 2001
Per formance  (  Cont inued)

G P R A  M i s s i o n  G o a l L o n g - Te r m  G o a l F Y  2 0 0 1  A n n u a l  G o a l

By the end of FY 2005, ensure payments are with-

in the expected payment range at the due date for

95 percent of properties.

By the end of FY 2005, issue 95 percent of neces-

sary orders and demands within 3 years of the due

date.

By the end of FY 2005, ensure 100 percent of

Indian gas producing properties are in compliance

with index zone/major portion and dual account-

ing requirements for the time period 1984-2004.

By the end of FY 2005, ensure 100 percent of

Indian oil producing properties are in compliance

with major portion requirements for the time peri-

od 1984-2004.

By 2005, show an increase in customer satisfac-

tion with our data and information services.

Assure compliance with applicable

laws, lease terms, and regulations for

all leases in the shortest possible

time, but no later than 3 years from

the due date.

Fulfi l l  our mineral revenue Indian

trust responsibil it ies.

Interact with our customers in an

open and constructive manner to

ensure that we provide quality ser-

vices that satisfy our customers'

needs.

In 2001, achieve a Compliance Index

of .9775 (for calendar year 1999.)

By the end of FY 2001, issue 90 per-

cent of all orders for 1999 converted

properties, ensuring that issued orders

cover 90 percent of the expected roy-

alty dollars for 1999 converted prop-

erties.

By the end of FY 2001, ensure 63 per-

cent of Indian gas producing proper-

ties are in compliance with index

zone/major portion requirements for

the time period January 1, 2000,

through March 31, 2001, and com-

plete the analysis for dual accounting

compliance for 45 percent of Indian

properties for the time period 1984-

1999.

By the end of FY 2001, ensure 30 per-

cent of Indian oil producing properties

are in compliance with major portion

requirements for the time period

1984-2000.

In FY 2001, we will establish a base-

line customer satisfaction index.
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.9775

90%/90%

63%/45%

30%

Establish baseline

.9835

82.5%/89.2%

60.2%/51.2%

30%

Did not establish baseline

Ta r g e t  

Pe r f o r m a n c e

A c t u a l  

R e s u l t s

C o m m e n t s

We will continue to use the compliance index as the

measurement most closely related to this goal in FY

2002.

Although we have made significant progress toward

achieving this goal, the property results are below

target because we currently cannot issue several

gas-related orders due to l it igation and court-

ordered injunctions.

We are sl ightly behind target for the index

zone/major portion goal, but wil l  be on target when

companies comply with recent MRM orders. We

exceeded the dual accounting goal because we com-

mitted additional staff to its attainment.

Although IBLA decisions related to current oil valua-

tion regulations are impacting our progress toward

this goal, settlements with several companies have

resolved several major portion compliance issues.

We underestimated the time that would be required

for us to develop a robust survey and ensure that it

included the statistical methods necessary in a good

survey instrument. Accordingly, we are revising our

timetable and will conduct the baseline survey in FY

2002.
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Minera l s  Management  Ser vice ' s  FY 2002 Revi s ed  Final  Goal s

Maintain or show a decrease in the safety index

of .594.

By 2005, show a decrease in the environmental

impact indicator from the 1999 baseline.10

From 2000-2005, the ratio of high bids accepted

for OCS leases to the greater of MMS' estimate of

value or the minimum bid is maintained at the

1989-1995 average level of1.8 (+/- 0.4) to 1.

By the end of FY 2005, provide recipients access

to 90 percent of revenues within one business

day of MMS receipt and disburse 98 percent of

revenues to recipients by the end of the month

following month received.

G P R A  M i s s i o n  G o a l L o n g - Te r m  G o a l
F Y  2 0 0 2  A n n u a l  G o a l

Ensure safe OCS mineral develop-

ment.

Ensure environmentally sound OCS

mineral development.

Ensure that the public receives fair

market value for OCS mineral devel-

opment.

Provide revenue recipients with

access to their money within 24

hours of the due date. 12

Achieve a safety index not greater

than .594.

In FY 2002, show a decrease in the

environmental impact indicator below

the1999 level of 8.10 and maintain an

oil spil l  rate of no more than 10 bar-

rels spil led per mil l ion barrels pro-

duced.11

In FY 2002 we will maintain the cur-

rent high bids accepted for OCS leases

to MMS' estimated value ratio of 1.8

(+/- 0.4) to 1.

By the end of FY 2002, provide access

for ultimate recipients of 10 percent

of revenues within one business day

of MMS receipt and disburse 98 per-

cent of revenues to recipients by the

end of the month following month

received.

10This is a change to the original long term goal, which was "By 2005, show a decrease in the environmental impact index from the
2000 baseline."  The reason for the change is that the 1999 results reflect a more complete data set than the 2000 results.  Therefore,
1999 represents a more accurate baseline. Also, the term "indicator" is more accurate than "index."
11This is a change from the original FY 2002 goal, which was " In FY 2002, show a decrease in the number of adverse environmental
impacts per OCS mineral development activity below the FY 1999 level of 8.10 and maintain an oil spill rate of no more than 10 bar-
rels spilled per million barrels produced."  The reason for the change is to remove misleading words.
12Due date, as used throughout this document, is defined as the date royalty and production reports and payments are due as defined
by laws, lease terms, and regulations. 

The table below presents MMS' revised final FY 2002

annual performance goals. The changes from the FY

2002 Annual Performance Plan, published as part of the

March 2001 Consolidated Report, are noted and

explained in the footnotes.

Appendix II
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G P R A  M i s s i o n

G o a l

L o n g - Te r m  G o a l F Y  2 0 0 2  A n n u a l

G o a l

Assure compliance with applicable

laws, lease terms, and regulations for

all leases in the shortest possible

time, but no later than 3 years from

the due date.

By the end of FY 2005, ensure pay-

ments are within the expected pay-

ment range at the due date for 95

percent of properties.

By the end of FY 2005, complete com-

pliance work and issue necessary

orders within 3 years of the due date

for 95 percent of royalties associated

with converted properties.14

In FY 2002, achieve a compliance index13 of

.9775 (for calendar year 2000).

By the end of FY 2002, complete compliance

work through the random audit stage for 95

percent of royalties associated with year

1999 converted properties and through the

company cycle-order stage for 90 percent of

royalties associated with year 2000 convert-

ed properties.15

Minera l s  Management  Ser vice ' s  FY 2002 Revi s ed  Final  Goal s
(Cont inued)

13 The compliance index is a ratio of actual voluntary royalty payments divided by expected royalty payments.
14 This is a change from the original long-term goal, which was "By the end of FY 2005, issue 95 percent of necessary orders and demands within
3 years of the due date."  The reason for the change was the original goal was too narrowly focused on issuance of orders and demands. The
revised goal reflects the broader compliance asset management focus.
15 This is a change from the original FY 2002 goal, which was "By the end of FY 2002, complete 100 percent of random audits for 1999 convert-
ed properties."  The reason for the change was to more comprehensively monitor and track the effectiveness of completed compliance work.
Random audits will be a tool to determine this effectiveness.
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G P R A  M i s s i o n

G o a l

L o n g - Te r m  G o a l F Y  2 0 0 2  A n n u a l

G o a l

Fulfi l l  our mineral revenue Indian trust

responsibil it ies.

Interact with our customers in an open

and constructive manner to ensure

that we provide quality services to

satisfy our customers' needs.

By the end of FY 2005, ensure 100

percent of Indian gas producing prop-

erties are in compliance with index

zone/major portion and dual account-

ing requirements for the time period

1984-2004.16

By the end of FY 2005, ensure 100

percent of Indian oil producing prop-

erties are in compliance with major

portion for the time period 1984-

2004.

By 2005, show an increase in cus-

tomer satisfaction with our data and

information services.

By the end of FY 2002, ensure for the time

period January 1, 2000, through March 31,

2002, that 64 percent of Indian gas produc-

ing properties are in compliance with index

zone/major portion requirements. By the

end of FY 2002, ensure for the time period

1984-1999 that 85 percent of Indian gas

producing properties are in compliance with

dual accounting requirements.17

By the end of FY 2002, ensure for the time

period 1984-2001 that 30 percent of Indian

oil producing properties are in compliance

with major portion requirements.18

In FY 2002, we will establish a baseline cus-

tomer satisfaction index.19

Minera l s  Management  Ser vice ' s  FY 2002 Revi s ed  Final  Goal s
(Cont inued)

16 On August 10, 1999, MMS published a final rule changing gas valuation regulations for Indian leases. One of the changes involved the use of
published index prices for valuing gas produced from many American Indian leases. For leases in these areas, MRM will ensure companies pay
royalties based upon the proper index prices.
17 This is a change from the original FY 2002 goal, which was  "By the end of FY 2002, ensure for the time period January 1, 2000, through
March 31, 2002, that 71 percent of Indian gas producing properties are in compliance with index zone/major portion requirements. By the end of
FY 2002, ensure for the time period 1984-1999 that 57 percent of Indian gas producing properties are in compliance with dual accounting
requirements."  The reason for the change is that we have directed additional resources toward this goal and have accelerated our targets. Also,
for gas major portion calculations, data reported for FY 2000 and prior years captured data related to 1984-1999. However, we are not calculat-
ing major portion for 34.5 percent of the gas properties for that time period due to Interior Board of Land Appeals (IBLA) decisions related to our
previous gas valuation regulations. We have completed calculations for 60 percent of these properties, and we will complete the remaining 5.5
percent. For FY 2001 forward, we will report progress in ensuring gas-related major portion compliance from January 1, 2000, forward (the date
the new Indian gas regulations were effective.)
18 This is a change from the original FY 2002 goal, which was "By the end of FY 2002, ensure for the time period 1984-2001 that 34 percent of
Indian oil producing properties are in compliance with major portion requirements."  The reason for the change was that IBLA decisions related to
gas valuation regulations prior to January 1, 2000, have impacted our ability to make any additional progress toward our original goal.
Progress with oil major portion has been made through settlements with companies. We do not yet have a new Indian oil valuation rule pub-
lished. For most of the remaining oil-related properties, we are not calculating oil major portion for the period March 1988 through December
1999 due to the IBLA decisions that also impacted the current Indian oil regulations.
19 This is a change from our original FY 2002 goal, which was "In FY 2002, we will increase the customer satisfaction index over the FY 2001
result."  See the discussion in Section 2.3, Customer Service.
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Ensure safe OCS mineral development.

Ensure environmentally sound OCS mineral development.

Ensure that the public receives fair market value for OCS mineral development.

Provide revenue recipients with access to their money within 24 hours of the due date.

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

Fulfill our mineral revenue Indian trust responsibilities.

Total MMS

Mission Goal

64,281

60,903

34,869

28,840

48,730

21,879

259,502

MINERALS MANAGEMENT SERVICE REVISED FINAL FY 2002 BUDGET TABLE

All figures include amounts from annual appropriations and offsetting collections and include a pro rata share of General
Administration support costs. The figures do not include the government-wide CSRS/FEHB legislative proposal.

FY 2002 Enacted
($000)





FOR FURTHER INFORMATION CONTACT:

U.S. Department of the Interior
Minerals Management Service
1849 C Street NW
Washington, DC 20240
Phone: (202) 208-1809
Fax: (202) 208-3968
Website: http://www.mms.gov
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