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Executive Summary

fi Ou r ganieation is not cosmetic, it is systemic... [W]hat we have done under the
Secretarial Order and will be i mplementing is a compl
-Secretary Ken Salazar i June 9, 2010

Secretary Salazar announced the restructgrof the Minerals Management Service (MMS) on

May 19, 2010byissuing Secretarial Order No. 3299. By this Order the Secretary separated the
responsibilities currently performed by MMS and reassigned those responsibilities to the newly
establisked Office of Natural Resources Revenue (ONRR), the Bureau of Ocean Energy Management
(BOEM) and the Bureau of Safety and Environmental Enforcement (BBEEDrder further

established a process for providing the Secretary with an Implementation Plérefogstructuring,

which is the substance of this document.

The reorganization of MMS is a substantial endeavor that will pose significant challenges. The
reorganization process must be planned both to achieve important structural goals and to engage
employees and managers in an important and preceesgtting governmental transition. Internal and
external communications will be critical throughout this process of change.

The structure established in the Secretarial Order is based on the premisdéhatissions within MMS

¢ including Outer Continental Shelf (OCS) resource managesafaty and environmental oversight

and enforcementand revenue collectiog need to be clearly defined and distinct from each other. The
following section briefly desitres the missions and roles of each of the three new organizations, as well
as the Investigations and Review Unit established by Secretarial Order 3304 on June 29, 2010.

Office of Natural Resources Revenue
The mission of the Office of Natural Resource®Ree is teensure the full and fair
return to the American people of royalties and other monies daethe utilization of
public resources in the production of conventional and renewable energy and mineral
resources both onshore and in the OCS

TheONRR will help ensure that every dollar due to the public (which owns the resources), is received,
accounted for and appropriately distributed. The means of collecting royalties, rentstiaed
revenuesmust be transparent and robust. The n@&iffice wil report to a Deputy Assistant Secretary for
Natural Resources Revenue Management and Oversight withi@ffiee of theAssistant Secretary of
Policy, Management and Budget.

Bureau of Ocean Energy Management
The mission of the Bureau of Ocean Energpddament is tdosterenvironmentally
responsible and appropriate development of the Outer Continental Shelf for both

! Secretarial Order No. 3302, dated June 18, 2010, changed the name of MMS to the Bureau of Ocean

Energy Management, Regulation, and Enforcement. For ease of reference and consistency with prior orders and
documents related to the planned reorganization, this Implementation Report generally refers to the legacy
agency subject to reorganization as MMS.
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conventional and renewable energgd mineral resourcaa amanner that isefficient
and effectiveand that ensures the American peopteeivefair market value for the
rights conveyed

TheBOEM will function as the resource manager for conventional and renewable energy and mineral
resources on the Outer Continental ShelheBOEM will be the primary contact for the public
(includingcoastal states) interested in energy uses of federal offshore estate, amounting to some

1.7 billion acresTheBOEM will be headed by a Director under the supervision of the Assistant
Secretary for Land and Minerals Management.

Bureau of Safety ad Environmental Enforcement
The mission of the Bureau of Safety and Environmental Enforcemepraote and
enforce safety imffshoreenergy exploration angroduction operationsind assure that
potential negative environmental and othienpacts on rarine ecosystems and coastal
communities are appropriately consideraad mitigated

Applying independent regulation, oversight, and enforcement powers, BSEE will develop and enforce
policy, rules, and regulations related to safe and environmentally da@velopment of OCS energy
resources. Its program will include necessary engineering and safety reviews, inspecting operations for
compliance, approving spill response plans, eewdewing National Environmental Policy ANEPA

activities. The newureau will be headed by a Director under the supervision of the Assistant Secretary
for Land and Minerals Management.

Investigations and Review Unit

In addition to the reorganization of MMS, the Secretary issued a Secretarial Order establishing an
Investpations and Review Unit (IRU) within the Bureau of Ocean Energy Management, Regulation, and
Enforcement (BOEMRE), formerly MMS. The purpose of the IRU is to establish the internal capability in
BOEMRE to: (1) promptly and credibly respond to allegatioesidence of misconduct and unethical
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to respond swiftlyto emerging issues and crises, including significant incidents such as spills and
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Summary Objectives and Implementation Timeline
TheDOI is undegaking this restructuring in the context of the following central objectives:
¢ Eliminate real and perceived conflicts within the existing organization by creating separate
SyiraidAarsSa ¥20dzaSR 2y SIOK 2F GKS ONRGAOLFE StS
responsible resource development; safety and environmental protection and enforcement;
and effective and appropriate revenue collection;
¢ Provide each organization with the structure and necessary resources to successfully
achieve its individual mission andjectives;
e Establish necessary checks and balances in the relationship among the three new entities, so
stakeholders can be assured that all mission elements are appropriately addressed,;
e Maintain critical linkages among the three organizations to proaigeedictably
administered offshore energy and minerals development and regulatory program;
e Support enhanced offshore renewable energy production; and
e Provide effective and appropriate administrative support for each new entity without
creating unnecessg redundancy.



The Implementation Plan balances the imperative to move quickly with necessary analysis and planning
required to effectively achieve each of the above objectives. Specifically, we must engage productive
and effective employees in the prageof change; undertake detailed process mapping and redesign;
address facilities needs; fully evaluate budgetary impacts and needs; evaluate existing employee skills;
recruit new talent; and establish information technology (IT) plans. Timing and piawiiirbe affected

by ongoing Deepwater Horizon spill response efforts, as well as the organizational attention required to
identify and implement new safety regulations.

The Office of Natural Resources Revenue can be transitioned most quickly andjiwitbperations on
October 1, 2010, with the transfer of the largely intact Minerals Revenue Management function to the
Assistant Secretary for Policy, Management and Budget. The Plan calls for further analysis and
optimization of the operation followinghe transition.

The Plan envisior&months of detailed analysis and planning to establish the new Bureau of Ocean
Energy Management and Bureau of Safety and Environmental Enforcement, with a phased
implementation program beginning in January 2011 and ioniirtg for at least the following2 months.

Reorganization of the Minerals Management Service

Introduction and Background
The Minerals Management Service was created by Secretarial Order on January 19, 1982. Since its
inception, MMS has been challengled real and perceived conflicts of interest.

These challenges have been identified in critical reports issued by the Office of the Inspector General
(OIG) and the Government Accountability Office (GAQ) describing ethical lapses, structural weaknesses
in auditing, and other management issues. Beginning in January 2009, thadnewistration initiated
significant reform efforts with respect to MMS, including the publication of the MMS Code of Ethics and
new ethics training at MMS offices. Further theubled Royaltyin-Kind program, which had been the
subject of numerous OIG and GAO reports, was terminated.

The new Administration has taken a new direction in the leasing program as well. The public comment
LISNA 2R F2NJ 0KS LINEG DRrépazad SYe&® Progyain dotithelOhtdr EghtihantalSSNelf
(OCS) was extended by 180 days. Lease sales were cancelled in the Chukchi and Beaufort Seas and the
North Aleutian Basin, as well as offshore Virginia, because of concerns about their potential

environmental or community impacts. On March 31, 2010, the Secretary and the President announced

a new and balanced strategy for exploring and developing oil and gas resources on the OCS. The plan
proposes consideration of developmenin the right ways ad in the right placesg that would provide

order and certainty to industry and investors and deliver a fair return to American taxpayers for the use

of these public resources.

Reorganization is not the sole means of addressing the problems in offshemgyemanagement, but it

is an essential element of a broader program that includes major new safety requirements, investigation
of the Deepwater Horizon accident, legislative and regulatory reform, and programs to enhance
enforcement and inspection actiyit

Overview

The Deepwater Horizon tragedy and the resulting BP oil spill in the Gulf of Mexico have underscored the
need for fundamental structural and functional reform of MMS.
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achieve the goals of mission independence, appropriate checks and balances, and rigorous oversight,

while maintaining ongoing communication and coordination necessary to facilitate an effective,

efficient, and predictable nocess.
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Natural Resources Revenue will perform the roles of the former Minerals Revenue Management

organization and report to the Assistant Secrgtéor Policy, Management and Budget. Second, the

Bureau of Ocean Energy Management and the Bureau of Safety and Environmental Enforcement will

divide the duties of the former Offshore Energy and Minerals Management organization, with the

former managindhe development of conventional and renewable resources and minerals on the OCS,

and the latter providing safety and environmental oversight. TheseBweaus will report to the

Assistant Secretary for Land and Minerals Management.

In addition to thereorganization of MMS, the Secretary ordered the establishment of an Investigations

and Review Unit (IRU) within the Bureau of Ocean Energy Management, Regulation, and Enforcement
(BOEMRE), formerly MMS. The purpose of the IRU is to establish the ictgoahbllity in BOEMRE to:

(1) promptly and credibly respond to allegations or evidence of misconduct and unethical behavior by
.h9aw9 SyYLX2eSSa +a ¢Sttt a o0& AYRdZAGNET onH0 2OSN.
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respond swiftly to emerging issues and crises, including significant incidents such as spills, accidents and
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The diagrams below depict the prand postreorganization structures within DOI:

Prereorganization
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Safety and Environmental Research




Postreorganization
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The Implementation Plan balances the need for an expedited transition with the extensive aaatysis
planning required to successfully implement an organizational change of this scope and complexity.

Among other things, we must engage and involve employees, undertake detailed process mapping and
design, address facilities needs, fully evaluate@#f®n budgets, evaluate existing employee skills,

recruit new talent, and establish information technology plans. Timing and planning must take into
account ongoing BP oil spill response efforts, and the organizational attention required to implement
new safety regulations.

TheONRR will be transferred to ti@fficeof the Assistant Secretary for Policy, Management and
Budget. This process can proceed on an accelerated timetable with the objective of making the transfer
on October 1, 2010.

The creaibn of the Bureau of Ocean Energy Management and the Bureau of Safety and Environmental
Enforcement will be more complex. The tBareaus will be created from a single bureau in which
functions and process are tightly interconnected, making the separatamplicated and demanding.

For that reason, the task of separating the bureau into two Beweaus will require a careful and
deliberate process to clearly define how roles and responsibilities will be divided, how ongoing
interactions will be managed, ivat administrative resources each entity will need, where and when new
personnel will be added, etc. Thus, the Plan call§ faonths of employee engagement and
communication, detailed analysis, and planning to effect the creation of the new Bureagah Oc

Energy Management and Bureau of Safety and Environmental Enforcement, with a phased
implementation beginning in January 2011 and continuing for at least the folldi2ngpnths.



The chart below provides an overview of the implementation for ONRRIVB&nd BSEE, and
administrative functions.

Office of Natural Resources Revenue

Mission

The mission of the Office of Natural Resources Revenuensuce the full and fair return to the

American people of royalties and other monies ofegdhe utilizaion of public resources in the

production of conventional and renewable energy and mineral resources both onshore and in.the OCS

Functional/Organizational Overview

The new office will report to a Deputy Assistant Secretary for Natural Resources RéAamagement

and Oversight within th€&ffice of the Assistant Secretary for Policy, Management and Buddpet.

ONRR will be responsible for collecting and disbursing funds which have recently averaged $13 billion
per year. Collections come from the Buredl.and Management, the Bureau of Indian Affairs, and
BOEM energy programsfrom the development of oil and gas resources, renewable sources (including
geothermal), coal, lead, limestone, phosphates, potash,ahdr minerals The office will perforna

variety of critical functions in pursuit of its mission, including:

Transparent and robust collections of royalties, rents, fees, and other revenues.
Vigorous auditing of industry in compliance with the terms of each lease.
Enforcement against violators.


















