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Director’s Preface

FY 2011 MMS PERFORMANCE BUDGET JUSTIFICATIONS
Director’s Preface

“So we have a choice to make. We can remain one of the world's leading importers of foreign
oil, or we can make the investments that would allow us to become the world's leading exporter
of renewable energy. We can let climate change continue to go unchecked, or we can help stop
it. We can let the jobs of tomorrow be created abroad, or we can create those jobs right here in
America and lay the foundation for lasting prosperity.”

-President Obama, March 19, 2009

The energy challenges that the U.S. faces are severe. The Nation imports 58 percent of the oil
needed to fuel the country’s transportation system, economic growth, and manufacturing. Our
reliance on an energy mix that emphasizes the combustion of carbon-based fuels has contributed
to global warming and the enormous challenges it presents. The time has come to create new,
clean sources of energy, and the Minerals Management Service (MMS) is poised to play a
leading role in supporting American energy security and a clean energy economy.

The MMS FY 2011 request is $364.8 million in direct appropriations and offsetting collections.
This request supports the Administration’s ambitious renewable energy goals and Secretarial
Order 3285, which established the production, development, and delivery of renewable energy as
a top priority for the Department. This request includes a $3.5 million increase (on top of $24
million in increases in FY 2010) to continue development and implementation of the Outer
Continental Shelf renewable energy program with particular emphasis on developing regional
expertise to support leasing activities offshore the Atlantic and Pacific coasts. Planned activities
include conducting environmental reviews needed to hold competitive lease sales, processing
noncompetitive commercial leases, coordinating extensive stakeholder participation, and
initiating inspection and enforcement activities on leases for data collection and technology
testing. Throughout FY 2011, MMS will continue to build the capacity necessary to develop a
strong, nationwide offshore renewable energy program that facilitates the development of a
robust U.S. offshore renewable energy industry.

The MMS vision as reflected in this request will also continue a comprehensive, balanced, and
environmentally responsible conventional energy program. Conventional offshore energy
sources will continue to be an important source of energy, jobs, and state, Federal, and tribal
revenues in the years ahead. To ensure that conventional energy is developed in a safe and
environmentally responsible manner, and that the American people receive fair value for their
resources, MMS must have the human capital, information technology, and data necessary to
operate on a level field with the industry we regulate.

The challenges that we face to ensure sound energy and mineral revenue management are also
significant. The MMS has faced increased scrutiny in the last few years, as is appropriate, given
the assets for which it is responsible. Unfortunately, a number of shortcomings and instances of
wrongdoing have been uncovered. In response, the agency, under the leadership of Secretary
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Director’s Preface

Salazar, has aggressively implemented numerous recommendations made by the Government
Accountability Office, the DOI Office of the Inspector General, and the Royalty Policy
Committee Subcommittee on Royalty Management led by former U.S. Senators Bob Kerrey and
Jake Garn. In response to these reviews, the Secretary undertook an ethics reform initiative that
re-examined the potentially criminal conduct of a group of MMS employees, studied the
structure of the agency’s oil and gas royalty program, and thoroughly reviewed the Department’s
ethics regulations and policies.

One of the first steps to restructure the royalty program was taken on September 16, 2009, when
the Secretary announced a transitional phasing out of the Royalty-in-Kind (RIK) Program. As
RIK oil and natural gas sales contracts expire, the oil and natural gas properties will revert to in-
value status. Because RIK activities were funded through royalty receipts, and royalty-in-value
activities are funded through appropriations, in FY 2011, MMS is requesting a $10 million
appropriations increase to offset the corresponding loss of receipts. This will ensure that
termination of the RIK program will not adversely affect MMS’s commitment to make certain
that the Nation’s Federal and Indian energy and mineral revenues are accurately reported and
paid in compliance with laws, regulations and lease terms and that the American people receive
fair market value for their valuable energy and mineral resources.

While significant steps have been taken to improve royalty management, upgrading royalty
systems, processes, and oversight continues to be a significant area of emphasis in the MMS
FY 2011 request. The request includes $1.7 million to enhance the capabilities and integration
of compliance tools and $2.0 million for compliance, valuation, and market research staff to
ensure proper royalty payments on processed and transported natural gas.

The MMS FY 2011 request is designed to help reach nationwide energy security and renewable
energy goals and improve royalty management. The responsible investments in this request will
help enable a robust offshore renewable energy industry, ensure that conventional energy
development occurs in a safe and environmentally responsible manner, and upgrade our royalty
management program for the 21% century.
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FY 2011 PERFORMANCE BUDGET

Minerals Management Service

Table 1 : Summary of MMS Budget Request

General Statement

2011
. 2011 Change

Budget Authority ($000) 2009 2010 | Presidents | from

Enacted Enacted Request 2010
ROMM Appropriation 157,373 175,217 183,587 +8,370
Oil Spill Research Appropriation 6,303 6,303 6,303 0
Direct Appropriations 163,676 181,520 189,890 +8,370
Offsetting Collections 146,730 166,730 174,890 +8,160
Total Discretionary Budget Authority 310,406 348,250 364,780 +16,530
Payments to States ¥ 1,927,752 1,662,244 1,981,340 +319,096
Geothermal, Payments to Counties 12,679 0 0 0
Coastal Impact Assistance Program 250,000 250,000 0| -250,000
Total Mandatory Budget Authority 2,190,431 1,912,244 1,981,340 +69,096
Total Budget Authority 2,500,837 2,260,494 2,346,120 +85,626
Total Direct FTE # 1,603 1,666 1,706 +40
Total Reimbursable FTE 130 130 96 -34
Total FTEs * 1,733 1,796 1,802 +6

Y Includes Mineral Leasing and Associated Payments; National Forest Fund Payments to States; Leases of Lands
Acquired for Flood Control, Navigation and Allied Purposes; Qualified OCS revenues to Gulf producing states
(GOMESA); and National Petroleum Reserve — Alaska state payments.

2 Full Time Equivalent (FTE) is a standardized unit representing the average time worked of one full-time employee over
a year.

% FTE totals shown include FTE in the Coastal Impact Assistance Program.

The Minerals Management Service (MMS), a Federal agency within the U.S. Department of the
Interior (DOI), manages the Nation’s oil, natural gas, and other energy and mineral resources on
the Federal Outer Continental Shelf (OCS) as well as the mineral revenues from the OCS and
from onshore Federal and American Indian lands. The MMS is one of America’s leading energy
and mineral asset managers. Every American benefits from the work of MMS. From the
gasoline that powers our cars, the natural gas that heats our homes, and the planning and
expansion of the offshore renewable energy industry, to the benefits obtained through the
disbursement of collected energy and mineral revenues to states, American Indians, the General
Fund of the U.S. Treasury, the Historic Preservation Fund, and the Land and Water Conservation
Fund, the Nation and its citizens benefit from the efforts of MMS.

Within MMS, the Offshore Energy and Minerals Management program (OEMM) regulates OCS
activities, including administering OCS leases, monitoring the safety of offshore facilities, and
protecting our coastal and marine environments. Through the work of OEMM, MMS manages
the energy and mineral resources on the 1.7 billion acres of the Nation’s OCS, which has
potential remaining resources estimated at 101.2 billion barrels of oil and 480.1 trillion cubic feet
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General Statement

of natural gas (MMS National Assessment, 2006) and significant renewable resources. Under
MMS management, energy resources on the OCS currently supply about 25 percent of the
Nation’s oil production and about 11 percent of its natural gas production. The MMS is also
building a renewable energy program that will allow leasing on the OCS for the development of
renewable energy resources such as wind, wave, and ocean current energy.

The Minerals Revenue Management program (MRM) collects, accounts for, and disburses
revenues from energy and mineral leases on the OCS and onshore Federal and American Indian
lands. The MRM has collected an average of more than $13 billion annually over the past 5
years. The MMS works to ensure that revenues are reported and paid correctly and in a timely
manner. Each month, approximately 2,100 companies report and pay royalties associated with
over 29,000 producing Federal and Indian leases. The MMS’ goal is to ensure that the Federal
government is realizing fair-market value and that companies are in compliance with all
applicable laws, regulations, and lease terms.

FY 2011 PERFORMANCE BUDGET REQUEST

MMS Mission Statement

MMS’s mission is to manage the energy and mineral
resources on the Outer Continental Shelf and Federal and
American Indian mineral revenues to enhance public and

trust benefits, promote responsible use, and realize fair
value.

The MMS receives discretionary funding for operations from three primary sources: the Royalty
and Offshore Minerals Management (ROMM) appropriation; the Oil Spill Research (OSR)
appropriation; and offsetting collections that are derived from certain OCS rental receipts that
MMS is authorized to retain, inspection fees for OCS facilities, and cost recovery fees. The
MMS is also authorized to retain a portion of revenues generated through Royalty-in-Kind (RIK)
operations to cover associated administrative costs.

For FY 2011, MMS is requesting a discretionary operating account level of $364.8 million,
which includes $174.9 million in offsetting collections, $183.6 million from direct ROMM
appropriations, and $6.3 million from OSR appropriations.

ENERGY FOR THE FUTURE

Our Nation’s security, economy, and quality of life depend upon secure and affordable supplies
of energy. Unfortunately, as energy demand has increased both domestically and internationally,
the U.S. has found itself increasingly reliant upon imported energy. Increasing energy demands
and national security concerns require a transition to low-carbon, domestic energy sources. The
MMS plays an important role in reaching this long term goal.

4 Minerals Management Service
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The Energy Information Agency (EIA) projects that global primary energy demand will increase
from 472 quadrillion British thermal units (Btu) in 2006 to 552 quadrillion Btu in 2015 (an
increase of 17 percent) and to 678 quadrillion Btu in 2030 (an increase of 44 percent) based on
current laws and policies, as shown in Figure 1. The EIA also projects that the inflation adjusted
price of oil will rise to $110 per barrel in 2015 and $130 per barrel in 2030. The majority of
growth in energy demand will occur outside of the Organization for Economic Cooperation and
Development (OECD) countries, indicating a shift in the focus of global energy markets away
from developed countries such as the U.S. and toward developing countries. Such dramatic
increases in energy demand will be accompanied by significant environmental and economic
consequences. The increase in energy demand, based on current laws and policies, is forecast to
increase world carbon dioxide emissions by 39 percent from 29.0 billion metric tons in 2006 to
40.4 billion metric tons in 2030 (International Energy Outlook 2009).

Vital threats to the Nation’s well-being and security include volatile energy prices, increasing
dependence on foreign energy supplies, and greenhouse gas emissions that result from current
energy sources. Our challenge moving forward is to help close the existing energy gap by
facilitating industry exploration and development of the resources, conventional and renewable,
necessary to meet future energy demand in an environmentally responsible manner.

Figure 1: Projected World Energy Consumption
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To respond to this generational energy challenge, President Obama and Secretary Salazar have
made clean energy development a top priority. The MMS FY 2011 budget request is part of a
comprehensive energy program that emphasizes energy efficiency and responsible domestic
production of renewable and conventional energy. The MMS FY 2011 budget request builds
upon the significant progress led by the President and the Secretary in the last year toward a
secure and clean energy future, including:
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General Statement

e Awarding the first-ever exploratory leases for renewable wind energy production on the
OCS offshore New Jersey and Delaware.

e Establishing a new regional office to support renewable energy development on the
OCS off the Atlantic seaboard.

¢ Finalizing a long-awaited framework for renewable energy production on the OCS that
establishes a program to grant leases, easements, and rights-of-way for orderly, safe,
and environmentally responsible renewable energy development activities, such as the
siting and construction of offshore wind farms on the OCS.

e Publishing a report that synthesized available information on conventional and
renewable offshore energy resources and identified data gaps.

e Establishing five joint Federal/State Task Forces for the purpose of planning and
administering renewable energy leasing activities on the OCS, with at least three more
anticipated in FY 2010.

The MMS FY 2011 budget request is an investment in a bold vision that is grounded in an
analysis of opportunities and challenges in renewable energy, conventional energy, and revenue
management. This investment offers the potential for substantial benefits in the form of
developing a low carbon economy, improving energy security, and creating new domestic
economic engines.

OFFSHORE RENEWABLE ENERGY

“Other nations have been using offshore wind energy for more than a decade. We
made the development of offshore wind energy a top priority for Interior. The
technology is proven, effective and available....”

-Secretary Salazar

Offshore renewable resources have substantial potential to supply a large portion of the Nation’s
electricity demand. According to estimates by the National Renewable Energy Laboratory
(NREL), developing shallow water (typically 0-30 meters) wind resources, which are the most
likely to be technically and commercially feasible at this time, could provide at least 20 percent
of the electricity needs of almost all coastal states. In the Atlantic alone, the NREL estimates a
gross offshore wind resource of 1,024 gigawatts (GW). Assuming that only 40 percent is
available because of other competing ocean uses gives an extractable resource of 410 GW. While
the majority of this occurs in waters that are too deep for development today (due to
technological constraints), a substantial gross resource of 253 GW does exist in shallow waters
(< 30 m). Using the same availability assumption, that gives an extractable shallow-water wind
resource of 101 GW, which could be developed now with current technology. As with the
development of other resources, the economic feasibility of a given project will depend on a
variety of factors. For wind projects, these include the unique site characteristics, proximity to
key electricity markets, and the combination of Federal, state, and local incentives available for
the project.

! Survey of Available Data on OCS Resources and Identification of Data Gaps (OCS Report MMS 2009-015)
available online at http://www.doi.gov/ocs/
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Figure 2: United States Wind Resource Map
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On April 22, 2009, President Barack Obama announced that the Department of the Interior had
finalized a long-awaited regulatory framework for renewable energy generation on the OCS.
The framework establishes a program to grant leases, easements, and rights-of-way for orderly,
safe, and environmentally responsible renewable energy development activities, such as the
siting and construction of offshore wind farms.

In addition to establishing a process for granting leases, easements, and rights-of-way for
offshore renewable energy development, the new program also establishes a formula for sharing
certain revenues generated from OCS renewable energy projects with adjacent coastal states, as
required by law. The OCS Lands Act (OCSLA), as amended by the Energy Policy Act of 2005,
requires that 27 percent of revenues generated from development in the first three miles of
Federal waters be shared with adjacent coastal states. Additionally, the regulatory framework
will enhance partnerships with Federal, state, and local agencies and tribal governments to assist
in maximizing the economic and ecological benefits of OCS renewable energy development.

The Department of the Interior and the Federal Energy Regulatory Commission (FERC) cleared
the way for the publication of these final rules by signing a Memorandum of Understanding
(MOU) on April 9, 2009 that clarifies their agencies’ jurisdictional responsibilities for leasing
and licensing renewable energy projects on the OCS.

Under the agreement, MMS has exclusive jurisdiction with regard to the production and
transportation or transmission of energy from non-hydrokinetic renewable energy projects,
including wind and solar. FERC will have exclusive jurisdiction to issue licenses for the
construction and operation of hydrokinetic projects, including wave and current, but companies
will be required to first obtain a lease through MMS.
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Development of renewable energy on the OCS is an important step in meeting our

Nation’s energy demand while simultaneously diversifying our energy portfolio and possibly
stabilizing energy prices in the long term. The MMS Renewable Energy Program will foster a
new offshore industry that will diversify the nation’s power supplies and create a new supply of
environmentally preferable renewable energy for the Nation. To effectively foster this new
industry, MMS created a new Office of Renewable Energy Programs within OEMM. This new
office will develop and implement policy and overall management of the OCS renewable energy
leasing and operations program and ensure compliance with departmental goals.

In FY 2010, MMS established a new Renewable Energy budget subactivity in its budget
structure. This subactivity will facilitate budget and management processes for this important
program by increasing transparency, consolidating key funding for this purpose and improving
our ability to analyze program performance. Most of the funding that supports renewable energy
activities was previously housed in the Leasing and Environmental Subactivity (LE), with a
small amount in the Regulatory subactivity. A cross-walk identifying these funds, and showing
program growth, is provided below. In addition to the resources shown in the table below,
environmental studies that support the Renewable Energy Program will continue to be funded
through the Environmental Studies Program (ESP) element, part of the LE subactivity. Since
renewable energy studies can also benefit the oil and gas program, their funding through the
Environmental Studies Program provides MMS with the best opportunity to leverage its funds.

Table 2: Renewable Energy Crosswalk ($000) ¥

FY 2008 | FY 2009 |FY 2010 |FY 2011

Enacted | Enacted | Enacted | Request
Leasing and Environmental 3,486 5,344 - -
Resource Evaluation 0 142 - -
Regulatory 246 246 - -
Renewable Energy Subactivity 3,732 5,732 21,413 23,635

¥ Does not include environmental studies for renewable energy, which will continue to be funded from the Leasing and Environmental
subactivity as these studies may benefit both the Oil & Gas and Renewable Energy programs.

OFFSHORE OIL AND GAS

The MMS manages the oil and gas resources on the 1.7 billion acres of the Nation’s OCS, which
is believed to contain over 60 percent of the Nation’s remaining undiscovered technically
recoverable oil and almost 40 percent of its remaining undiscovered technically recoverable
natural gas (OCS Report MMS 2009-015).

Figure 3 shows remaining OCS oil and gas reserves, as well as estimated undiscovered,
technically recoverable (UTRR) oil and natural gas for the OCS. Estimates of UTRR oil and
natural gas for the entire OCS range from 66.6 billion barrels of oil (Bbo) to 115.1 Bbo with a
mean of 85.9 Bbo. Similarly, gas estimates range from 326.4 to 565.9 trillion cubic feet of gas
(Tcf) with a mean of 419.9 Tcf (OCS Report MMS 2009-015).
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Figure 3: OCS Hydrocarbon Potential
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In recent years, American consumers have spent over a trillion dollars a year, more than 8
percent of the gross domestic product, on energy (Annual Energy Review 2008). The gap
between demand for energy and domestic production is met by energy imports. The OCS is one
of the largest sources of domestic oil and gas production in the country, with the Gulf of Mexico
(GOM) currently contributing about 1.2 million barrels of oil and 7.7 billion cubic feet of natural
gas per day for U.S. consumption. With over 8,000 leases and over 32,000 wells, the OCS
supplied 25 percent of oil and almost 11 percent of natural gas that was produced domestically in
calendar year 2008.

Increasingly, production and discoveries are moving into deeper waters, presenting industry and
MMS with significant engineering, logistic, and financial challenges. The 20 most prolific
producing blocks in the GOM are located in deep water, and in 2007, approximately 70 percent
of the GOM’s oil production and 36 percent of its natural gas were from wells in 1,000 ft of
water or greater.? At the end of 2008 there were 141 producing projects in the deepwater GOM,
up from 130 at the end of 2007. As activities continue to move into deeper waters, MMS will
need to ensure that exploration and development is conducted in a safe and environmentally
responsible manner while regulating cutting edge technology in distant areas under increasingly
difficult conditions.

2 Deepwater Gulf of Mexico 2009: Interim Report of 2008 Highlights (OCS Report MMS 2009-016) available at
www.gomr.mms.gov/PDFs/2009/2009-016.pdf.
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Figure 4: Estimated volume of proved deepwater fields in the Gulf of Mexico
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As exploration and production technology continues to advance, and frontier areas are
considered, MMS will continue to provide an orderly and predictable schedule of competitive oil
and gas lease sales to make Federal resources available to industry for leasing and potential
development. Production from leases issued as a result of these sales will contribute
substantially to future domestic oil and gas production and will provide bonuses, rentals and
royalties to the United States Treasury and adjacent coastal states.

5-Year OCS Oil and Gas Leasing Program

Access to Federal offshore lands for oil and gas exploration and development begins with the 5-
Year OCS Oil and Gas Leasing Program (5-Year Program). The 5-Year Program balances the
potential for the discovery of oil and natural gas, the potential for environmental damage, and the
potential for adverse effects on the coastal zone. The 5-Year Program also must provide for the
receipt of fair market value by the Federal government for land leased and rights conveyed.
When approved, the leasing program consists of scheduled lease sales for a 5-year period, along
with policies pertaining to the size and location of sales and the receipt of fair market value. The
purpose of a schedule is to increase the predictability of sales in order to facilitate planning by
industry, affected states, and the general public. The schedule indicates the timing and location
of sales and shows the presale steps in the process that lead to a competitive sealed bid auction
for a specific OCS area. To facilitate the scheduling of and preparation for sales in the 5-Year
Program, the OCS is divided into administrative geographical units called planning areas.

In preparing a new 5-Year Program, the Secretary solicits comments from coastal state
governors and localities, tribal governments, the public, the oil and natural gas industry,
environmental groups, affected Federal agencies, and Congress. The MMS requests comments
at the start of the process of developing a new program and following the issuance of each of the
first two versions: (1) the draft proposed program with a 60-day comment period; and (2) the
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proposed program with a 90-day comment period. The third and last version, the proposed final
program, is prepared with a 60-day notification period following submission to the President and
Congress. After 60 days, if Congress does not object, the Secretary may approve the program.

In addition to the steps required by
Section 18 of the OCSLA, the
Secretary must comply with the
requirements of the National
Environmental Policy Act (NEPA).
Additional scoping may occur and
an environmental impact statement
(EIS) on the 5-Year Program is
prepared that covers all of the sales
in the program. During the comment
period on the draft EIS, public
hearings are held in various coastal
locations around the Nation. After
the receipt of comments, a final EIS
is prepared. A record of decision
that formalizes the alternatives that . - ' B
were selected from the final EIS is also prepared. The entire 5-Year Program development
process takes approximately two years to complete and the lease sale schedule is reviewed
annually after its approval.
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Each lease sale proposed in the program’s schedule must also undergo a NEPA evaluation and
presale coordination steps required by Section 19 of the OCSLA. An environmental assessment
that is specific to the individual lease sale is usually prepared. These documents examine new
information and changes that have occurred since the final EIS was prepared. Consultation is
conducted with the states during the process, and consistency with each affected state’s Coastal
Zone Management (CZM) program is determined before the lease offering transpires.

The current 2007 to 2012 5-Year Program provides access to about 181 million acres of the
OCS. Leasing as a result of these sales could result in production of 10 billion barrels of oil and
45 trillion cubic feet of natural gas over 40 years. The current program is providing thousands of
jobs and billions of dollars in revenue for Federal and governments.

The current program includes 21 oil and gas lease sales in eight of the 26 OCS planning areas —
12 sales in the three Gulf of Mexico planning areas, eight sales in four planning areas offshore
Alaska and one in the Mid-Atlantic planning area, about 50 miles off the coast of Virginia.
These areas are subject to environmental reviews, including public comment, and extensive
consultation with state and local governments and tribal organizations before any lease sale
proceeds. The Secretary of the Interior is currently reconsidering this program schedule in
accordance with an April 17, 2009, decision of the U.S. Court of Appeals for the D.C. Circuit.
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Table 3: Recent OCS Lease Sales

Leases Bonus Bids
Sale Number Calendar Area Accepted | ($ Millions)
204 August 2007 Western Gulf of Mexico 274 $287
205 October 2007 Central Gulf of Mexico 682 $2,813
193 February 2008 Chukchi Sea 487 $2,662
206 March 2008 Central Gulf of Mexico 603 $3,671
224 March 2008 Eastern Gulf of Mexico 36 $65
207 August 2008 Western Gulf of Mexico 313 $484
208 March 2009 Central Gulf of Mexico 328 $690
210 August 2009 Western Gulf of Mexico 155 $111

In July 2008, under former Interior Secretary Kempthorne, MMS was directed to begin the initial
steps for developing a new 5-Year Program ahead of the normal schedule. The first step in the
development of a new 5-Year Program is to request comments from all parties on what a new 5-
Year Program should consider. This action was initiated on August 1, 2008, with the publication
of a Federal Register notice that invited submission of comments on such a plan. The governors
of all 50 states were specifically asked for their comments, particularly on issues unique to each
state.

The development and publication of the Draft Proposed Program (DPP) on January 16, 2009 was
the second major step in a multi-year process to develop a new 5-year oil and gas leasing
program. The DPP seeks public comment on all aspects of the new program including energy
development and economic and environmental issues in the OCS areas.

The DPP included a total of 31 OCS lease sales in 12 areas (four areas off Alaska, three areas off
the Atlantic coast, two areas off the Pacific coast, and three areas in the Gulf of Mexico).

On February 10, 2009, Secretary Salazar announced his strategy for developing an offshore
energy plan that includes both conventional and renewable energy resources. The comment
period for the new program was extended until September 21, 2009, in order to provide
additional time for input from states, stakeholders and affected communities. In response, more
than 530,000 comments were received from the public regarding the development of a
comprehensive offshore energy strategy. The MMS is carefully reviewing all of the comments
submitted. Following the review and analysis of the comments, the next step is to initiate
environmental analysis and public scoping opportunities associated with the five-year plan,
required by law, for oil and gas development on the OCS.

Secretary Salazar also directed MMS to work with the U.S. Geological Survey to assemble a
report on offshore resources along with information regarding sensitive areas and resources on
the OCS. This report synthesized the vast knowledge-base on OCS energy resources and
environmental factors in one concise document.® The report was delivered to the Secretary at
the end of March 2009. Following publication of the report, the Secretary conducted four
regional meetings in an effort to gain insight and comments from all stakeholders of OCS energy

® Survey of Available Data on OCS Resource and Identification of Data Gaps (OCS Report MMS 2009-015)
available online at www.doi.gov/ocs/
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(Atlantic Coast, April 6, Atlantic City, NJ; Gulf Coast, April 8, New Orleans, LA; Alaska, April
14, Anchorage, AK; and, Pacific Coast, April 16, San Francisco, CA).

The MMS is poised to help increase America’s energy security and help facilitate the
development of a clean energy economy. Future OCS planning decisions regarding conventional
and renewable energy will be developed through transparent and inclusive processes as part of a
comprehensive energy policy based on sound science in coordination with state and Federal
organizations and other OCS stakeholders.

IMPROVING ROYALTY AND REVENUE MANAGEMENT

The MMS is one of the Federal government’s largest contributors of non-tax revenue. Mineral
leasing receipts are derived from royalties, rents, bonuses, and other revenues, including
minimum royalties, late payment interest, settlement payments, gas storage fees, estimated
royalty payments, and recoupments. The MMS is responsible for the collection of all mineral
leasing receipts from OCS lands, approximately 97 percent of Federal onshore lands, and most
Indian lands.

In FY 2009, MMS disbursed a total of $10.68 billion in mineral revenues to states, the Office of
the Special Trustee for American Indians (OST) for distribution to Indian tribes and individual
owners, other Federal agencies, and U.S. Treasury accounts. Additionally, MMS delivered oil
valued at an estimated $268.5 million in FY 2009 to the Department of Energy for the Strategic
Petroleum Reserve (SPR). The MMS completed oil deliveries to DOE sufficient to allow for the
remaining SPR capacity to be filled in FY 2010. Specific beneficiaries of MMS mineral revenue
disbursements in FY 2009 include:

» U.S. Taxpayers — $5.74 Billion

Mineral leasing revenues are one of the Federal government’s greatest sources of non-tax
receipts, funding various government functions and programs through the General Fund of
the U.S. Treasury.

= States — $1.99 Billion

Mineral revenues disbursed to states are, in some states, a significant element of a state’s
financial resource picture, providing funding for local schools, roads, libraries, public
buildings, and general operations as the states deem necessary.

= Western Water Users — $1.45 Billion

Mineral revenue receipts fund a significant portion of the U.S. Bureau of Reclamation’s
water resource development and maintenance work in the western United States. Spending
from this account is subject to appropriation.

= Conservation and Recreation Programs — $899 Million

MMS transfers nearly $900 million annually to the Land and Water Conservation Fund.
Spending from this account is subject to appropriation. In recent years, this fund has been
used to purchase or acquire through exchange about 4.5 million acres of land throughout
America for conservation purposes and recreational use.
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= American Indian Tribes and Indian Mineral Owners — $449 Million

Monies collected from mineral leases on Indian lands are distributed regularly to tribal
governments or Individual Indian Mineral Owners. These funds provide direct and
tangible benefits to thousands within the American Indian community, often as a major
source of primary income.

» Preservation — $150 Million

The MMS annually transfers $150 million to the National Historic Preservation Fund. This
fund is administered to help save the historic buildings, neighborhoods, and landscapes that
form our communities and enrich our lives.

The distribution of mineral leasing receipts is broken down i