April 22, 2009

OCS Renewable Energy Program Framework

General Themes

Coordination and Consultation. The MMS will coordinate and consult with relevant Federal
agencies, with the Governor of any state, and the executive of any local government that may be
affected by a renewable energy lease. The MMS encourages companies planning to pursue
renewable energy activities on the OCS to conduct preliminary outreach, as early in the process
as possible, by contacting appropriate state and local parties.

This final framework will be applied in conjunction with interagency-led planning activities that
are undertaken to avoid conflicts among users and maximize the economic and ecological
benefits of the OCS. These activities will include multifaceted spatial planning efforts that will
incorporate ecosystem based science and stewardship along with socioeconomics, research, and
modeling in the context of demands for other ocean uses.

Environmental Information, Management, and Compliance. Compliance with the National
Environmental Policy Act, the Coastal Zone Management Act, and other relevant laws will be
required throughout the life of an OCS renewable energy project—from lease issuance to site
assessment, construction, and operation to decommissioning of facilities. Appropriate mitigation
measures will be developed through the leasing and plan approval processes.

Understanding the need to be flexible while overseeing the emerging offshore renewable energy
industry, MMS will use adaptive management practices as we launch our Renewable Energy
Program. We will apply what we and the industry are able to learn by monitoring offshore
activities, and adjust our mitigation and other requirements on a case-by-case basis.

Types of Leases and the Lease Issuance Process

Leases. There will be two types of leases issued:
(1) commercial leases authorizing full build-out and commercial production of energy over a
long term (approximately 25 years); and
(2) limited leases authorizing data collection and technology testing activities over a short
term (approximately 5 years).
All leases will include the right to a project easement without further competition for the purpose
of installing necessary gathering, transmission, and distribution lines or pipelines or substations.

Lease Issuance Process. Renewable energy leases must be issued on a competitive basis unless
it is determined that there is no competitive interest. The Program framework outlines both
competitive and noncompetitive lease issuance processes.



The competitive leasing process includes the following steps:

e Issuance of the Call for Information seeking information from all parties interested in and
affected by the potential lease sale

e Publication of the Area Identification identifying specific areas for leasing consideration
and any alternatives to the proposed sale action, mitigation measures, and issues to be
analyzed and considered for leasing

e Preparation of necessary environmental compliance documentation (e.g., NEPA, CZMA,
and ESA)

e Publication of the Proposed Sale Notice requesting comments on the proposed bidding
systems, fiscal terms, lease terms and conditions, mitigation, and award criteria

e Publication of the Final Sale Notice

e Conduct of lease auction and evaluation of bids

e Issuance of leases

The noncompetitive leasing process includes the following steps:

e MMS receives proposal for OCS renewable energy project

e Publication of notice describing proposal and requesting information to use in
determining whether competitive interest exists

e Ifno competitive interest exists, MMS can proceed to issue a noncompetitive lease. If
competitive interest exists, then MMS will proceed with the lease sale process (whenever
competitive interest is determined, the competitive process must be followed).

e Applicant submission of SAP

e MMS review of lease and SAP together and preparation of necessary environmental
compliance documentation (e.g., NEPA, CZMA, and ESA)

e MMS determination of lease terms and conditions in consideration of environmental,
socioeconomic, and market factors

e Issuance of leases

Site Assessment, Construction & Operation, Payments, Decommissioning, and
Associated Requirements for MMS-Issued Leases

Required Plans. There are two types of plans for commercial development: (1) Site Assessment
Plan (SAP) and (2) Construction and Operations Plan (COP).

Both the SAP and the COP will be required for commercial leases. The SAP describes the site
assessment phase, in which a lessee may install a meteorological or marine data collection
facility to assess renewable energy resources. The COP describes the construction and
operations (generation of power) phase, as well as general plans for decommissioning facilities
after termination of the lease. The lessee may submit one plan covering both SAP and COP
activities when there is sufficient information to support environmental and technical review.

A General Activities Plan (GAP) will be required for technology testing and resource
assessment activities on a limited lease. The GAP describes all site assessment and development
activities. A GAP also is the type of plan required to describe activities on a renewable energy
right-of-way or right-of-use and easement.



The rule outlines timelines and processes for submission, review and approval or disapproval of
SAPs, COPs, and GAPs. For hydrokinetic construction and operations activities that will be
authorized by FERC license the rule refers to the license application in lieu of a COP.

Design, Fabrication, and Installation Requirements. MMS will require lessees to submit
reports describing the renewable energy project’s final design, fabrication, and installation of
facilities after MMS approves the SAP, COP, or GAP, as applicable.

e The Facility Design Report contains detailed description of the proposed facility or
facilities and locations on the OCS.

e The Fabrication and Installation Report describes the plans for both the facility’s
fabrication and installation process, and will include a schedule for fabrication and
installation as well as detailed engineering and environmental information.

In addition to the technical reports, a third party verification process may be required that calls
for a certified verification agent (CVA) to verify and certify that projects are designed,
fabricated, and installed in conformance with accepted engineering practices and with the
submitted reports.

Safety Management, Inspections, and Facility Assessments. The regulatory framework includes
requirements to prevent or minimize the likelihood of harm or damage to the marine and coastal
environments and to promote safe operations, including their physical, atmospheric, and
biological components.

Bonuses, Rentals, Royalties, and Other Fees to Ensure Fair Return.
Commercial Leases:

e Competitive issuance
o Bonus bid. Minimum bid level set in sale notice

e Noncompetitive issuance
o $0.25 per acre acquisition fee

e All commercial leases
o $3.00 per acre annual rental until commencement of production; $5.00 per

acre annual rental for project easement
o Operating fee based on installed capacity =
installed capacity x hrs. per yr. x capacity factor x power price x fee rate
(except for hydrokinetic generation, which will have fees set on a case-by-case
basis)
Limited Leases:

e Competitive issuance
o Bonus bid. Minimum bid level set in sale notice

e Noncompetitive issuance
o $0.25 per acre acquisition fee

e All limited leases
o $3.00 per acre annual rental; $5.00 per acre annual rental for project easement



Financial Assurance. These requirements are designed to minimize the risk of financial loss to
the Federal Government if lessees and operators default in fulfilling their obligations under this
rule and other applicable laws or regulations. The MMS will require lessees provide sufficient
financial collateral to assure obligations can be fulfilled by a third party in the event of default.

Revenue Sharing with States. EPAct requires the Federal Government to share 27 percent of the
revenues received from any project located wholly or partially within the area extending three
nautical miles seaward of the state’s submerged lands, with any state that has a coastline that is
located within 15 miles of the geographic center of the project.

Decommissioning Obligations and Requirements. The rule provides that all facilities, including
pipelines, cables, and other structures and obstructions, should be removed when they are no
longer used for operations but no later than two years after the termination of the lease.

Other MMS Authorizations for Renewable Energy Activity on the OCS

Rights-of-Way (ROW) and Rights of Use and Easements (RUE). A ROW or RUE grant will be
issued to authorize OCS renewable energy activities that are not associated with an MMS-issued
renewable energy lease. A ROW will apply to energy transmitted across the OCS from
renewable energy resources onshore or in state waters. Similarly, a RUE grant will be issued to
authorize a facility on the OCS that supports a renewable energy project located on state
submerged lands. A rent of $5.00 per acre will be charged for ROWs and RUEs, and a fee of
$70.00 per statute mile will be charged for ROWs.

ROWSs and RUEs will follow the same issuance processes as leases.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


