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Preface

It is my pleasure to submit to you this Fiscal Year (FY 1995) Annual Financial Report of the Minerals
Management Service (MMS).

The achievements of MMS in FY 1995 are a watershed in the creation of a streamlined government
that responds to the concerns of the American people by cutting red tape and working smarter, better
and for less--all part of President Clinton's promise to the people.  MMS is committed to ensuring an
environmentally sound offshore leasing program that contributes to our domestic energy supply and
a healthy economy.  MMS believes that a clean environment and offshore natural gas and oil
development are mutually attainable goals.  Key to our program is ensuring that the American public
receives in a prompt, accurate manner fair market value for the use of resources on their lands.

During FY 1995, MMS distributed over $3.8 billion to Tribes and Allottees and to States and the
Treasury  in mineral leasing revenues from leases on Indian lands and from Federal onshore and
offshore leases.  MMS directly administered approximately 25 million acres of Federal offshore lands,
which supplied more than 25 percent of all the natural gas produced in the United States and more
than 17 percent of the oil.  Since the inception of the Outer Continental Shelf (OCS) program, 117
OCS lease sales have been conducted generating more than $109 billion in bonus, rent and royalty
revenues to the Government.

Consistent with the goals of the National Performance Review and building upon the redefinition of
our mission and establishment of significant goals and objectives to help us carry out that mission,
MMS has:

* committed to collecting all royalties due in a timely, efficient manner;
* begun streamlining regulations, while maintaining clean, safe offshore operations;
* implemented a more efficient communications program with a strategy that includes

all stakeholders; and
* dedicated ourselves to a stronger national energy policy by promoting and

implementing the Administration’s Domestic Natural Gas and Oil Initiatives.

MMS has supported incentives for deep water and other areas which provide for increased economic
activity, while guarding against undue windfalls.  And in FY 1995 MMS has moved forward in shaping
America's energy future by listening to the American people and working to achieve consensus.
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PART 1

OVERVIEW OF MINERALS
MANAGEMENT SERVICE’S

OPERATIONS
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Minerals Management Service
Annual Financial Report of Fiscal Year 1995 Activity

Overview

The Secretary of the Interior established the Minerals Management Service (M MS) in 1982
to:

strengthen the Nation's mineral revenue collection efforts, and

improve the management of its Outer Continental Shelf (OCS) offshore land s
resources.

Although the MMS is a relatively small Bureau, our activities are of national significance.
The benefits we provide to States, Indian tribes and allottees, and localities include:

Administering 25 million acres of the OCS, which, during FY 1995, supplied over
25 percent of the natural gas and 17 percent of the oil produced in the Unite d
States.

Distributing over $2.7 billio n per year in royalties, rents, and bonuses from mineral
leases on the OCS.  This effort provides $1.7 billion per year to the Federal an d
state treasuries; the remaining $1 billion is distributed to the Land and Wate r
Conservation Fund and the National Historic Preservation Fund. 

Distributing about $1.1 billion per year in royalties, rents, and bonuses fro m
onshore mineral leases, of which over $.5 billion is distributed to S tates, Tribes, and
Indian allottees; the remainder is distributed to the Reclamation Fund and th e
Treasury.

The MMS's responsibilities are performed by our Offshore Minerals M anagement Program
(OMMP) and our Royalty Management Program (RMP) organizations.  The OMM P
administers the outer continental shelf competitive leasing program and oversees the safe
and environmentally sound exploration and production of our nation's  offshore natural gas,
oil and other mineral resources.  The RMP meets its responsibilities by ensuring th e
efficient, timely and accurate collection and disburs ement of revenue from mineral leasing
and production due to Indian tribes and allottees, States and the U.S. Treasury.  
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Overview

These organizations are supported by an Office of Administration and Budget and a n
Office of Policy and Management Improvement.  The MMS administrative
financial operations are  performed by the Financial Management Division in the Office of
Administration and Budget.  A chart of our organization is shown in 
Illustration  1.

MMS offices are located throughout the United States; including major offices in th e
Washington, D.C. area; Lakewood, Colorado; New Orleans, Louisiana; Camarillo ,
California; and Anchorage, Alaska.  MMS also has compliance (audit) offices and OMM
district offices located near the centers of the minerals industry.

MMS's operations are primarily funded from two appropriations: 1451917 and 14X8370.
Additional financial resources, representing less than 3% of MMS's budget, are als o
obtained from offsetting collections from non-Federal sources.  

Our FY 1995 obligations and FTE were allocated as follows:

Obligations Fulltime Equivalent
($000's) Employment

Offshore Minerals Management       $105,251 858

Royalty Management 67,224 660

General Administration  33,361 255

Total       $205,836              1,773

We take seriously our important role as the Nation's custodian of its mineral leasin g
receipts.  The MMS collects mineral receipts from 110,000 leases which support a broad
constituency of 38 states, 29 Tribes, and about 20,000 individual Indian mineral owners.
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Illustration 1



  The $33 million disbursed to Indian Tribes and allottees represents amounts deposited to1

U.S. Treasury accounts managed by the Bureau of Indian Affairs.  An additional $117
million was transferred directly to Indian Tribes and Agencies by royalty payors.  
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Overview

Distribution of Mineral Receipts Disbursements

Recipient Amount 
($ in millions)

From OCS activities:

U.S. Treasury $ 1,620

Land & Water Conservation Fund 897

Historic Preservation Fund 150

Coastal States 75

Subtotal 2,742

From Onshore Federal activities:

U.S. Treasury 173

Onshore States 477

Other Federal Agencies 390

Indian Tribes and allottees 331

Subtotal 1,073

Miscellaneous Disbursements 48

TOTAL $ 3,863
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Overview

As of October 1, 1995, there were about 5,225 leases under supervision on the OC S
encompassing approximately 25 million acres.  In FY 1995, these leases supplied 5.0 6
trillion cubic feet of natural gas representing  over 25 percent of all the natural ga s
produced in the United States .  The volume of crude oil from these leases exceeded 421
million barrels, or  over 17 percent of the nation’s output of  oil.

From the OCS program's inception through FY 1995, 117 OCS lease sales have 
been conducted generating over $109 billion in bonus, rent, and royalty revenue to th e
Federal Government.  

Since 1990, OCS receipts have provided more t han 90 percent of the total funding for the
Land and Water Conservation Fund (LWCF).  The LWCF provides funding for th e
acquisition of Federal recreational lands and for acqu isition and development of State and
local recreational areas on a matching grant basis.  The OCS receipts are the sole source
of the Historic Preservation Fund (HPF) which provides grants to States and to th e
National Trust for Historic Preservation.  Both the LWCF and HPF are administered by the
National Park Service.

The FY 1995 OCS receipts of $2.742 billion represent a decrease of $343 million from the
FY 1994 receipts due principally to decreased prices and September’s Royalty payment
not being due until after the close of the fiscal year.  OCS roya lty receipts account for 71%
of all MMS mineral receipts.

Many factors, including oil consumption, domestic production, foreign imports, world oi l
prices, the state of the economy, and environmental  concerns affect the level of revenues
collected by MMS.  
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The Royalty Management Program

The MMS Royalty Management Program (RMP) employs 660 Federal staff and 31 0
contract support personnel.  Its headquarters is in Lakewood, Colorado, with compliance
offices at various major centers of  the oil and gas industry.  Its FY 1995 operating budget
was $67 million.

Goal

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

Assist and encourage royalty payors to submit royalty reports and payment s
correctly the first time.

Streamline and simplify royalty collection and disbursement processes whenever
possible.

Use modern information management tools to improve the royalty collection an d
disbursement processes.

Involve stakeholders in decision making, and make decisions by consensu s
whenever possible.

In addition to our correct first time report and paym ent goal, we focus on preventing future
noncompliance.  In each activity, we seek and implement improvement to increase th e
percentage of mineral revenue from Federal and Indian leases that is paid voluntarily.

Accomplishments

During FY 1995, we had numerous accomplishments in pursuit of our  goal for the revenue
collection function.  Following are the most significant accomplishments, categorized by
our strategies for achieving the goal.
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The Royalty Management Program

Correct and Timely Reporting

Payor/Reporter Training

As part of its efforts to improve correct reporting, the RMP continued to provide on-sit e
reporter training to the minerals industry, including oil , gas, and solid companies.  In 1995,
we gave 36 training sessions to over 1,000 industry representatives.   

Measures

• On-time royalty reporting.

If there is an increase in t he percentage of royalty report lines received by the due
dates, it indicates that timely reporting is increasing.  In 1994 and 1995, reporters
submitted 97 percent of all royalty lines on-time.  

• Royalty and production reporting accuracy.

An increase in the percentage of ro yalty and production report lines that clear fatal
edits during initial processing indicates that reports are more accurate.  In 1994 ,
reporters submitted 96.6 percent  of royalty lines and 96.2 percent of all production
lines correctly.  In 1995, reporters submitted 97.5 percent of all royalty lines an d
97.2 percent of all production lines correctly. [Please note that correct reportin g
means that companies completed the forms correctly.  It does not necessaril y
mean payments were properly calculated.]

Streamline Royalty Collection and Disbursement Process

Compliance Action Plan

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



10

The Royalty Management Program

Common Reference Data Laboratory

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

reduce the oil and gas form from two pages to one,
make completion of the form easier,
streamline and simplify data gathering processes, and
reduce levels of review.  

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

Measures

• On-time disbursements to states.

An increase in the percentage of disbursements made by the end of the month following
the month of receipt indicates that disbursements are more timely.  During 1994, RM P
disbursed timely to states 98.9 percent of the dollars colle cted.  During 1995, 98.4 percent
of the dollars collected were disbursed timely to states.  The slight decrease in timel y
disbursements  was due to a temporary software design issue that prevented automatic
matching of payments and reports.  During a 3-month period in 1995, payments an d
reports were matched manually.
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The Royalty Management Program

• Late disbursement interest paid to states.

A decrease in interest paid to states on late disbursements indicates tha t
disbursements are being made more timel y.  For 1994, RMP paid $58,000 interest
to states at a rate of 8 percent.  In 1995, RMP paid $86,000 interest to states at a
rate of 9 percent.  The decrease in on-time disbursements to states describe d
above resulted in the increase in late disbursement interest paid to states.  Th e
increase in interest rates also contributed to the increase in interest paid.

Use Modern Information Tools

Electronic Commerce Technology Development and Implementation

Various electronic reporting alternatives are available to royalty payors, includin g
electronic data interchange, magnetic tape, diskettes, and electronic mail.  Electroni c
reporting decreases reporting error rates, minimizes delays and eliminates manual re -
entry of data, thus increasing our ability to timely disburse revenues to the recipients .
Following are error rates for royalty report lines received during FY 1995 by various media:

Reporting Media Error Rate (Report Lines)

Electronic Data Interchange   .79 percent

Magnetic Tape or Disk 1.04 percent

Hard Copy 5.65 percent

Measure:

Volume comparisons 

During the year, we collected over $20 million from researching almost 18,00 0
variances between production and sales volumes.  The object of volum e
comparisons is to identify potential royalty underpayments by compar ing production
volumes reported by operators to sales volumes reported by roya lty payors.  These
recovered royalties go to state, Indian, and Treasury accounts.  In 1995, thes e
comparisons achieved a collection to cost ratio of 15:1.
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The Royalty Management Program

Involve Stakeholders in Decisions

Improved Delivery of Royalty Information

Under the auspices of the Indian Minerals Steering Committee, MMS is working with the
BIA and BLM to explore opportunities to maximiz e the delivery of royalty information to all
of the Indian constituents.  A reinvention laboratory is working to streamline the delivery
of services provided by the 3 Bureaus in Farmington, New Mexico.  MMS also worke d
closely with BLM in the interagency Oil and Gas Performance Review to develop an d
implement recommendations to im prove business processes such as bonding, unfunded
liability, regulatory review and interagency coordination.

Royalty Policy Committee Established 

The RMP established a 29-member committee, comprised of representatives from th e
Western Governors Association, Western States Land Commissioners Association ,
involved states, Indian tribes and allottee associations, the minerals industry, th e
interested public and other federal agencies, to provide recommendations and guidance
on royalty management policies and procedures.  The committee established eigh t
subcommittees to study the following issues:

1) royalty reporting and production accounting, 
2) valuation, 
3) audit, 
4) appeals, settlements, and alternative dispute resolution, 
5) non-conventional alternatives, 
6) disbursements and net receipts sharing, 
7) coal, and 
8) phosphate, trona and other leasable solid minerals.  

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

Federal Gas

We established the Federal Gas Valuation Negotiated Rulemaking Committee with a
diverse membership of MMS, States, and large and small producers to simplify
valuation and associated administrative burden on industry and MMS, reached 
consensus on a new method to value natural gas production from federal leases.  
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 The Royalty Management Program

The proposed rule should:  

   * reduce administrative costs to MMS and the States that share in those costs; 

   * allow for flexibility in valuation; 

   * eliminate unnecessary forms and accounting procedures; 

   * reduce the number of retroactive adjustments to royalty reports;  

   * simplify royalty reporting requirements overall.  

Gas Marketing Pilot

The Royalty Gas Marketing Pilot is a dramatic effort b y MMS, in conjunction with industry,
to streamline gas royalty determination and collection procedures.  In the pilot, MMS i s
testing the concept of removing itself from the complex business practice of valuing and
auditing royalties away from the lease,  while keeping  the government whole on its royalty
collections.  The pilot is a cooperative effort between MMS and in dustry.  As of September
30, 1995, 14 volun teer producers were providing royalty gas for the pilot from 79 leases,
representing approximately 7 percent of the non-8(g) royalty gas in the Gulf of Mexico .
The producers worked with MMS to develop an agreement that governs the pilot an d
served as the basis for an Invitation for Bids.  The MMS received 23 bids from 22 ga s
marketing companies and initially awarded 14 sales contracts.        

New Comprehensive Performance Measure

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

                               Actual voluntary royalty payments
                                    Expected royalty payments

The index will evaluate RMP progress in helping industry report and pay correctly.  
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The Royalty Management Program

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

• Royalty payments from industry are "voluntary," i.e ., RMP does not routinely bill for
royalty.  Rather, lessees pay a percentage of the proceeds from the sale of their
production, making identification of expected royalty payments a very comple x
task.

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

We are hopeful that the compliance index, through ongoing refine ment, can give important
information over time on whether RMP is successfully collecting all revenue due.  Th e
RMP compliance index target is 1.00.  The computed index  was 0.951 for 1992 and 0.948
for 1993.  The index for 1994 is not yet available.  The RMP will continue to analyze ,
refine, and validate this measurement tool.
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The Offshore Minerals Management Program

The MMS Offshore Minerals Management progra m
(OMMP) employs 858 staff.  Its headquarters is i n
Washington, D.C., with major field offices in Anchorage ,
Alaska, Camarillo, California,  and New Orleans, Louisiana.
Its FY 1995 operating budget was $105 million.

Goal

The MMS goal for our Offshore minerals managemen t
function is to maximize development on the oute r
continental shelf while ensur ing fair market value and safe,
environmentally sound offshore operations.  To achiev e
this goal, we have developed the following strategies:

Improve the decisionmaking process throug h
increased internal coordination and involvement o f
relevant staff.

Ensure that customers have the opportunity to provide input into th e
decisionmaking process.

Recognize and respond to the public’s concerns.

Use modern information tools to ensure timely dissemination of accurat e
information.

Streamline operations and simplify processes.

Maintain a high level of scientific expertise and base decisions on high qualit y
scientific information.

Issue regulations that focus on results, rather than processes.

Provide a consistently high level of customer service.
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The Offshore Minerals Management Program

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

Accomplishments

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

Improve the decisionmaking process through increased internal coordinatio n
and involvement of relevant staff.

The skills of MMS personnel who inspect offshore oil and gas wells are bein g
upgraded. During FY 1995, the first interactive computer training module wa s
developed and distribu ted to the MMS inspection workforce. This module, Hazard
Communications, is also intended to satisfy the Occupational Safety and Healt h
Administration’s requirements to provide period ic awareness training to employees
working around hazardous substances. 

Ensure that customers have the opportunity to provide input into th e
decisionmaking process.

Open dialogue was conducted with the geophysical service industry to resolve a
regulatory dispute.  The MMS has a need for a certain type of seismic data t o
evaluate tracts for fair market value.  Although MMS contends it has access t o
these data under its regulations, the geophysical service companies disagreed .
Rather than elevate the dispute to a threatened law suit, MMS and industry worked
together to agree on "Trial Procedures" which would allow MMS limited access to
certain seismic data and still protect the service companies ownership interest in
the data.  These procedures have been successfully implemented in the Gulf o f
Mexico Region.  

P.L. 103-426, enacted in October 1994, authorizes the Secretary of the Interior to
negotiate agreements for use of OCS sand, gravel, and shell resources.  Th e
legislation facilitates coastal communities’ and States’ access to Federal OC S
resources for beach and wetlands restoration, and other 
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projects of public benefit, without going through a competitive lease sale process. On e
negotiated lease has been concluded and several other requests for negotiations are in
various stages of review or discussion.

In August 1995, MMS issued the “OCS Draft Proposed Oil and Gas Leasin g
Program for 1997-2002.”  The program embraces the advice provided by the OCS
Policy committee and reflects the beg inning of a long-term movement from conflict
to consensus in the OCS program.  Before the Draft Proposed Program wa s
issued, MMS conducted extensive outr each efforts on a regional basis to describe
the overall 5-year prog ram process, discuss formulation of the draft proposal, and
continue the scoping of issues for the Environmental Impact Statement (EIS).

Recognize and respond to the public's concerns.

A Joint Study of the Development Scenarios and Onshore Constraints in the Tri-
county Area of San Luis Obispo, Santa Barbara, and Ventura, California wa s
designed to move the Offshore program into a more proactive relationship with its
many customers.  By having state and local government representatives working
with oil and gas industry representatives and MMS, we have helped to facilitat e
better understanding of the issues and concerns that affect our diverse and often
competing customers.  To further enhance meeting our customers' needs, th e
study contract was modified to include an initial public release document "Th e
Consolidated Public Proposal" and to hold public workshops to receive public input
on the study.  Regular monthly mailings on the status of the study have bee n
initiated.  The mailing list is approximately 200 names and includes a range o f
elected officials, Federal state, and local agenci es, industry, environmental groups,
and interested private parties.

The Alaska Regional Stakeholders Task Force prepared a report which included
10 recommendations on developing the proposed 5-year oil and gas leasin g
program for 1997-2002.  The report was accepted by the Secretary and was th e
basis for developing the A laska portion of the Draft Proposed Program.  The Task
Force was composed of diverse local stakeholders, including the environmental,
subsistence, Alaska Native, fishing and development communities, industry ,
Coastal Districts and Coastal Resource Service Areas, and local, State an d
Federal government representatives.  This was the first time lo cal stakeholders had
the opportunity to participate early in the plan ning process and before any program
decisions were made.
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Use modern information tools to ensure timely dissemination of accurat e
information.

Two multi-media based video training tapes, Safety Orientation and Safety an d
Environmental Management Program, were initia ted.  Additionally, two multi-media
based video tapes were developed that address the impact of Hurricane Andrew
on the OCS.

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

The Draft Proposed Oil and Gas Leasing Program for 1997-2002 Document was
made available to Members of C ongress and other constituents in diskette form in
August 1995.  Internal to the organization, comments on the draft program wer e
scanned and transmitted to offices via e-mail, eliminating the extensive use o f
paper copies that had been generated for previous programs.

Streamline operations and simplify processes

MMS's Environmental Impact Statements (EIS's) Streamlining Task Forc e
developed and implemented procedures to produce EIS's that are concise ,
readable, and better tailored to the needs of decisionmakers and our customers.
The benefits to customers will be noticeable in early 1996 in the form of smalle r
EIS's which are easier to read and understand and less costly to produce.

MMS's Alaska Region entered into cooperative agreements during FY 1995 with
the Environmental Protection Agency's (EPA) Region 10 and the Alask a
Department of Environmental Conservation to eliminate duplication of effort 
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and inconsistencies, and to share spill-prevention and response planning resources and
information pursuant to Oil Pollution Act of 1990.

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

The MMS has installed seismic monitoring probes on the  seafloor adjacent to three
platforms in southern California.  This project, using a network of seismic probes
to collect scarce offshore seismic data, will provide the only existing network o f
offshore seismic probes in the United States.  From this network, regulatory an d
industry engineers will receive data necessary to verify and, if required, modif y
existing soil-response models used in the design of offshore facilities.  Once th e
project is operating, the data will be provided to the Califo rnia Division of Mines and
Geology and Southern California Earthquake Center, complementing onshore data
for a more complete picture of seismic activity in the region.

The MMS's three Coastal Marine Institutes were instrumental in fostering cost -
sharing partnerships with Alaska, California and Louisiana to i dentify and financially
support research that addresses key OCS issues. The research is jointly funded
50-50 by MMS and the State s, and allows the Federal government and the States
to realize twice as much research for only one-half the cost to each. 

The Gulf of Mexico Air Quality Study was sucessfully completed with cooperation
from EPA, the States of Louisiana and Texas and industry.  The results indicated
that overall the offshore industry's contributions to ozone exceedance levels i s
extremely small.  Work continues with the EPA, National Park Service, Fish an d
Wildlife Service, the states of Louisiana, Mississippi, Alabama and in dustry on other
Gulf of Mexico air quality issues.

Measures

During FY 1995, 3,565 Environmental Reviews and 146 Assessments were 
         performed by the MMS to determine the environmental impact of proposed
         industry actions.
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Issue regulations that focus on results, rather than processes.

The OMMP continues to promote adoption by all offshore operators of its Safet y
and Environmental Management Program (SEMP).  The SEMP uses an industry
standard that provides guidance on how to adopt int ernal safety and environmental
protection practices under a corporate management plan endorsed by senio r
company officials.  The MMS cosponsored several focused training workshop s
during FY 1995, designed to help op erators develop portions of their plans dealing
with process hazards analysis, st andardized operating procedures, and managing
change to critical systems; additional guidance was provided on pre-startu p
reviews and on how to audit their SEMP plans. 

OMMP has continued its work on revising the 30 CFR 250 Training regulations .
The new program will present the offshore lessee training requirements in plai n
English, rely more on performance based standards instead of prescriptiv e
requirements,  provide for alternative training procedures (i.e.; computer based) ,
and allow for third party accreditation.  In the first quarter of FY 1996 a Notice o f
Proposed Rulemaking  is expected to be released with a workshop describing this
rule held during the same timeframe. 

Provide a consistently high level of customer service.

Since 1993, the MMS has actively participated as a member of a Federal Agency
Task Force to develop the State of Texas Coastal Management Program.  Thi s
includes participation in quarterly Task Force Meetings, periodic Texas Coasta l
Coordination Council meetings, public hearings, and individual consultations with
the Texas General Land Office, which serves as the State's designated coasta l
management agency.  MMS has provided guidance and comments at variou s
stages of policy and document formulation.  The  proposed program was forwarded
by Governor Bush to the National Oceanic and Atmospheric Administratio n
(NOAA) in October 1995. 
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The MMS International Training Program, applicable to Newly Emergin g
Democracies interested in learning how to develop oil and gas resources in a n
environmentally sound manner, continued to be used to assis t (using United States
Agency for International Development funds) the Russian Federation in FY 1995.
Three short courses were conducted in Anchorage for Russian 
specialists dealing with environmental assessment, resource assessment, an d
rights conveyance.  A fourth course, on resource assessment, was taught i n
Tyumen, Russia.  

A highly successful joint MMS/National Oceanic and Atmospheric Administration
partnering and outreach effort was conducted to inform industry of agenc y
expectations regarding exploration and development activity proposed near th e
Flower Garden Banks Marine Sanctuary.  A workshop was held to provid e
guidance on sanctuary regulations and monitoring operations.  The MMS als o
conducted trajectory runs to assist NOAA in setting up spill notification standards
and to assist with other related planning efforts near the sanctuary. 

The Pacific OCS Region has estab lished the MMS/Tri-County Forum.  The Forum
is composed of members represent ing the MMS and Santa Barbara, Ventura, and
San Luis Obispo Counties.  It was established to promote dialogue an d
communication and provide a forum for discussing issues related to off shore oil and
gas development activities in the Tri-County Region.  Among the Forum' s
successes are a new process for reviewing exploration proposals on leases fo r
which Exploration Plans were approved over 3 years prior to the new drillin g
proposals.

 
The Gulf of Mexico Region has initiated day-long, open communication meetings
with our external customers.  These meetings enhance communication with ou r
external customers, improve our understanding of their needs, and provide input
to improving our processes to better meet our customers expectations.

The Gulf of Mexico Region mat erially assisted the U.S. Coast Guard and shipping
industry in developing designated lightering zones in the Gulf of Mexico.  Thes e
zones enhance safety and assist in protecting the environment of the Gulf o f
Mexico.
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The Offshore Minerals Management Program

Measures

During FY 1995 MMS performed 12,352 inspections of offshore platforms,
         to ensure that they are being operated safely.  This represents an increase
         of 1,731 inspections over FY 1994.

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

New Comprehensive Performance Measure

The MMS has developed a comprehensive measure of our ef fectiveness at promoting the
exploration for energy resources.  The measure is:

                  Number of exploratory wells drilled during the year

This measure reflects the results of many pre-lease and sale activities, includin g
environmental studies, analyzing of scientific data, conducting lease sales, and issuin g
drilling permits.
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Conclusion                                                                                     

The MMS continually strives to increase the efficiency and  effectiveness of our operations
within the parameters of reduced FTE and budget targets.  We rely on numerou s
strategies to increase our productivity, including simplifying our organizational structure
and implementing modern information tools.   We also frequently review our regulations to
eliminate those that are unnecessary or cumbersome.  The MMS met the goal of th e
President's Executive Order 12861 which requ ires the reduction of internal regulations by
50 per cent.  

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

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

Working to enhance the quality of life for all Ame ricans by lending MMS assistance
and expertise to economic development and environmental protection.

Our efforts have led to the numerous notable FY 1995 achievements presented in thi s
report.
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