DECISION MEMORANDUM

TO: Michael R. Bromwich
Director, Bureau of Ocean Energy Management, Regulation and
Enforcement

FROM: Secretary

SUBJECT: Decision memorandum regarding the suspension of certain offshore
permitting and drilling activities on the Outer Continental Shelf

. INTRODUCTION

As Secretary of the Department of the Interior (Department), | take seriously the
Department’s ongoing obligation, prescribed by the Outer Continental Shelf Lands Act
(OCSLA), to ensure that drilling activity undertaken on the Nation’s QQ;@m\@ontinental
Shelf (OCS) is conducted in a manner that is safe for Workeré“\ceaét‘gl communities, and
the environment. See 43 U.S.C. §8 1332(6), 1334(@):,.ﬂ€8>ﬁ9aand 1348; 30 C.F.R. §
250.106. Applicable regulations provideev_thmeﬁh?%ureau of Ocean Energy Management,
Regulation and Enforceme‘ntem@gg oider suspensions of operations when activities “pose a
threat of serious, irr‘ggw‘@ll& or immediate harm or damage” to human or animal “life,
property, anydwihéral deposit or the marine, coastal, or human environment” or “[w]hen
necessary for the installation of safety or environmental protection equipment.” 30
C.F.R. 88 250.172(b)-(c). Pursuant to these authorities, this decision memorandum
directs you, as Director of BOEM, to direct the suspension of certain offshore permitting
and drilling activities on the OCS, as set forth in Section VI of this memorandum.

1. SUMMARY

Pursuant to 30 C.F.R. § 250.172(b)-(c), and with certain exceptions explained below, |
have determined that BOEM shall direct the suspension of the drilling of wells using
subsea blowout preventers (BOPs) or surface BOPs on a floating facility. I have also
determined that BOEM shall cease the approval of pending and future applications for
permits to drill wells using subsea BOPs or surface BOPs on a floating facility. These
directives and suspensions shall apply in the Gulf of Mexico and the Pacific regions
through November 30, 2010, subject to modification if I determine that the significant
threats to life, property, and the environment set forth in this memorandum have been
sufficiently addressed. The exceptions and other details of my decision are set forth in
Section VI below.



This suspension is required to mitigate a clear threat that additional deepwater drilling
poses of serious, irreparable, or immediate harm to life, to property, or to the marine,
coastal, or human environment. | have concluded, based on an extensive record, that this
temporary pause in deepwater drilling will provide time for a number of important steps
toward addressing this threat and improving the safety of drilling operations, including
the following:

(1) the collection and analysis of key evidence regarding the potential causes of
the April 20, 2010, explosion and sinking of the Deepwater Horizon offshore
drilling rig, which caused the deaths of 11 workers and the subsequent and on-
going release of millions of barrels of oil in the Gulf of Mexico (collectively
referred to as the “BP Oil Spill”), and further efforts to determine the root causes
of the accident, which can be considered and assessed in the context of new safety
measures that | have directed BOEM to implement;

(2) the assessment of wild well intervention and blowout containment resources —

which are not currently available to handle a blowout such as the one that has

defied containment since April 20, 2010 — to determine the strategies and methods

by which they can be made more readily available should another blowout occur;

and
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(3) the submission of evidence by operators demons{tmhk@‘fﬁat they have the

ability to respond effectively to a potential qii.sp?if’ﬁiar\ the Gulf, given the

unprecedented commitment of %vgijahﬁ\é ol spill response resources that are now

being dedicated tc\)l\I t@g{%&@ﬁ?‘*@pill.

exa ™

The BP Oil Spithis ?%Iynamic situation, and new information is made available every day
about the risks associated with deepwater drilling on the OCS, including: (1) systemic
drilling and workplace safety issues, (2) the inadequacies of a variety of attempted wild
well intervention and blowout containment strategies, and (3) the shortcomings of current
oil spill response plans and resources. Recent events also have made clear that there are
systemic problems that apply across different types of deepwater drilling, including, but
not limited to, problems with BOPs, a lack of viable deepwater wild well intervention and
blowout containment strategies and capabilities, and inadequacies in oil spill response
plans and resources, particularly in light of the ongoing response to the BP Oil Spill. All
of these factors are relevant to and form the basis for my decision.

In addition, suspending these particular operations until November 30, 2010, is necessary
to provide time for you to submit a report to me no later than October 31, 2010 as a result
of additional public outreach and information gathering and to allow me sufficient time to
review and analyze your report, potentially conduct additional outreach, and make a
determination as to whether additional action must be taken, including the potential for a
modification to the scope or duration of this suspension decision. The November 30 date
will also allow BOEM and the Department to develop the interim rules required to
address the safety issues that have recently come to light. Some of these interim rules are
expected to be issued within 120 days of the issuance of the May 27, 2010, Departmental



report entitled “Increased Safety Measures for Energy Development on the Outer
Continental Shelf” (Safety Report), and additional time will be required after these
rulemaking actions are completed for operators to implement the new requirements
established by those rules. The Atlantic hurricane season also runs from June 1, 2010
until November 30, 2010, which is another reason for the duration of the suspension until
this date. The November 30 end date also takes into account the expected killing or
containment of the Macondo well, which is anticipated to occur by approximately mid-
August 2010, and which may have an effect on the availability of spill containment and
response capabilities for potential use in response to other incidents. Finally, the
November 30 date accounts for the requirement that certain Technical Workgroups,
established as part of the Government’s response to the BP Oil Spill, provide
recommendations to improve OCS drilling operations within 180 days of the issuance of
the Safety Report.

In reaching this decision, | am aware that the suspension of deepwater drilling over the
next few months will have a serious, negative impact on rig workers and those who
support them. | also am aware that, as a general matter, the safety record for deepwater
drilling has been good. Nevertheless, | am reminded daily that deepwater drilling
accidents can have and in the case of the BP Oil Spill do have a profound, devastating
impact on the economic and environmental health of an entire region. References to the
track record for the deepwater drilling industry are of limited relevance, given that
deepwater drilling is a relatively young and still-evolving eg&g«mﬁs@\(having only begun
in earnest in the late 1990s), particularly given th% r@gm@f’%at a devastating accident has,
in fact, occurred, with the full dimensions m‘t%Sequences of that accident still
unfolding before us. ses 1029
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With regard ta\blﬁé“ﬁ%t basis for my decision — the need to ensure that adequate safety
measures are in place to address the risks of deepwater drilling — it is imperative that we
have additional information about the causes of the BP Qil Spill and implement safety
measures to address the risks associated with those causes. | note that several
investigations and reviews to identify the root causes of the disaster are underway,
including a joint BOEM/U.S. Coast Guard investigation, a review by the National
Academy of Engineering (NAE), and on-going Congressional inquiries. Also, the
National Commission on the BP Deepwater Horizon Oil Spill and Offshore Drilling
(Presidential Commission) is beginning its deliberations. | have been collecting
information from some of these sources, and | will continue to do so as their deliberations
proceed, so that | can make a more fully informed judgment regarding the safety of
deepwater drilling. In that regard, | note that because the Macondo well still has not been
contained, it is not yet possible to review key physical evidence that should help
determine what caused the accident — the BOP that apparently failed remains on the
seabed. In short, a threat exists, and we are in the midst of determining the full nature
and extent of that threat. This is not to say that the Department intends to suspend
drilling until all investigations have been completed, but additional time is critical to get
the preliminary results of ongoing investigations to better inform our decisionmaking and
longer term rulemaking throughout this process. Although some have suggested that the
BP Oil Spill represents an anomalous situation and that it would therefore be



inappropriate to suspend other deepwater drilling activities, we simply do not know if the
BP situation is unique. With regard to the performance of blowout prevention
equipment, for example, it is noteworthy that there are only a small number of major
manufacturers of the BOPs that are used by drilling contractors. Also, testing that has
been required for the BOPs on the new relief wells has identified unexpected
performance problems with those BOPs. This evidence suggests that the problems that
lie at the heart of the BP Oil Spill are not unique to the Deepwater Horizon and Macondo
well.

Second, this temporary pause in deepwater drilling will give industry time to take
concerted action toward the development of more effective blowout containment
strategies and capabilities for deepwater operations. The oil industry has limited
capability to stop an uncontrolled blowout of an oil well in deepwater. BP’s inability,
after more than 80 days, to contain the Macondo blowout and spill provides continuing
evidence that BP — and the rest of the industry, which has been cooperating with BP in its
efforts to contain the on-going spill — had not prepared to contain a blowout in the
deepwater environment. In Congressional testimony, industry executives have admitted
that the industry is unprepared to stop deepwater oil well blowouts effectively, and that
many of the containment methods attempted with respect to the Macondo blowout have
been improvised and were untested. Although industry has begun to organize efforts to
address strategies and options for subsea well control and blowout containrifent, much
work remains to be done to develop effective containment aggi-\nesﬁtﬁ\ﬁse options as well
as to achieve an appropriate level of preparedness ir\lgthé%é@/gnt of another deepwater wild
well.! It may not be necessary or appro&n&aﬂe“t@c\)/\/ait for the full build-out of this
capability before resuming de(g\gyga@@ﬁ%ﬁilling, but it is reasonable, before new deepwater
drilling activities re ggmm@‘?ge, to require industry to develop workable plans to address a
blowout in a miete timely and effective manner than has been the case with the BP Oil
Spill.

The third key reason for my decision is that the unprecedented deployment of spill
response equipment and cleanup crews to address the massive BP Oil Spill raises serious
legal and practical questions about whether other deepwater operators would be able to
employ adequate quantities of skimmers, boom, and other oil spill response resources to
address another spill if it occurs.> Simply put, there may be insufficient resources

! See API submissions regarding “Enhanced Industry Capability for Offshore Operations” and

“Joint Industry Task Force to Address Subsea Well Control and Oil Spill Response”, July 6, 2010. The
JITF document states that “The Joint Industry Task Force on Subsea Well Control and Containment has
been formed to review current subsea well control preparedness and response options to determine their
efficacy throughout all offshore operations.” This task force “will review intervention and containment at
the seafloor” and “will focus on other well control procedures including well shut in, kill methods, as well
as subsea containment and collection methods” (emphasis in original).

2 Shallow water spills tend to be more confined and easier to address, if only because of the smaller
geographic area affected by the spill. For example, with respect to the BP Oil Spill, it has been estimated
that each molecule of oil can take as much as three hours to reach the surface, thereby creating conditions
that allow for the spill to spread over a large geographic area. See, e.g., David A. Fahrenthold and Juliet
Eilperin, “Depth of Oil Spill Obscures Impact,” (15 May 2010) (“[TThis oil is flowing out nearly a mile
underwater, and takes, by one estimate, three hours to reach the surface.”).



available to respond should another deepwater spill occur while the BP Oil Spill
containment and clean-up efforts are at their peak. Before deepwater drilling activity
resumes, oil spill response plans need to be reviewed under the changed circumstances
presented by the BP Oil Spill to determine whether sufficient spill response resources are
available to address another deepwater spill event.

Each of these three factors provides a strong, independent rationale for pushing the
"pause" button on the drilling of new deepwater wells in the Gulf of Mexico. | do not
believe that this stoppage, however, should continue for an indefinite period. | have
identified November 30, 2010, as the end-date for the suspensions because it represents
the period of time needed to address the three serious issues of deepwater drilling safety,
blowout containment capabilities, and oil spill response capacity. | acknowledge a
continuing sense of urgency in addressing these issues. For that reason, | am directing
you, as the Director of BOEM, to engage in an active, public outreach effort in the weeks
ahead on these issues with industry, academic experts, the public and other interested
parties. | further direct you to issue a report to me no later than October 31, 2010 that
contains your findings and recommendations as a result of your outreach efforts and any
other information you have acquired in the interim. As discussed in Section VI of this
memorandum, November 30 is an appropriate end date for this suspension. However, |
reserve my statutory and regulatory authority to issue a new decision or to modify this
decision based on new information that addresses, to my satisfaction, the;need to ensure

that particular deepwater drilling practices can be conducted gafew."w
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I1l. BACKGROUND o
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This directive is bas&%ggm% authority under OCSLA to ensure safe operations on the
OCS, my considéfation of materials in the decision file, including the documents
summarized in Attachment 1 and significant information that has developed since the
imposition of the original suspension, as well as my consideration of the following types
of information that | have acquired through my own personal and extensive involvement
in this matter:

(1) my review with you of potential options to ensure safe drilling operations on
the OCS;

(2) the daily morning meeting updates over the last 2 months that | have
convened with United States’ officials and BP to review and oversee the multiple work
streams to contain the blowout of the Macondo well;

(3) my review of the daily Unified Command Report submitted by BP at my
direction and the direction of the National Incident Command Center on the numerous
work streams associated with the blowout of the Macondo well;

(4) my review of the multiple daily Departmental oil spill incident reports since
the blowout of the Macondo well detailing matters relating to the blowout, impacts to



ecological resources, including state and Federal sensitive wildlife areas and refuges and
state and national parks;

(5) my multiple visits to the area, including overflights of the Gulf of Mexico and
the site of the Deepwater Horizon incident, which have allowed me to see first-hand the
condition of the oil spill in the Gulf of Mexico and the impacts on the coastal
environment and economy, including impacts on sensitive ecological, historical and
restoration areas such as national wildlife refuges and national parks;

(6) the legal authorities under the OCSLA and implementing regulations
concerning safety and environmental protection, including the legislative history of
OCSLA’s 1978 amendments enacted in the wake of the 1969 Santa Barbara blowout and
oil spill; and

(7) my participation in the preparation of the Safety Report, which responded to
the President’s directive to report within 30 days, “what, if any, additional precautions
and technologies should be required to improve the safety of oil and gas exploration and
production operations on the outer continental shelf.”

The May 28, 2010, Suspension and Subsequent Judicial Action
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The OCSLA authorizes the promulgation of regulations for t@(queédé’ﬂenswn or temporary
prohibition of any operation or activity, includin p}(@dﬁi’?t?on pursuant to any lease or
permit . . . if there is a threat of serious, |5r@@a?\é e or immediate harm or damage to life
(including fish and other aquag\legit\feag‘fo property, . . . or to the marine, coastal, or human
environment . ...” 4;\15\8‘\?? § 1334(a)(1). The BOEM regulations provide that the
agency may Oﬂd’él‘ uspensmns of operations when activities “pose a threat of serious,
irreparable, or immediate harm or damage” to human or animal life, property, any
mineral deposit, or the marine, coastal, or human environment as described in Section
1334(a)(1) above or “[w]hen necessary for the installation of safety or environmental
protection equipment.” 30 C.F.R. §§ 250.172(b)-(c).

On May 28, 2010, I directed the Minerals Management Service, now BOEM, to exercise
its authority under OCSLA and its implementing regulations to suspend certain
deepwater drilling activities. Accordingly, BOEM issued a Notice to Lessees and
Operators (NTL) suspending permitting and drilling operations in the Gulf of Mexico and
the Pacific region for operations in water depths greater than 500 feet for a period of 6
months. The 6-month duration of the May 28, 2010, suspension was intended, among
other things, to minimize the possibility of another catastrophic event, particularly while
we are still responding to the BP Oil Spill; to ensure that operators similarly situated to
Deepwater Horizon were operating in a safe manner; to take into account the expected
timeline for killing the Macondo well; and to provide adequate time to obtain information

3 Department of the Interior, Increased Safety Measures for Energy Development on the Outer

Continental Shelf at 1 (May 27, 2010) (Safety Report).



from on-going investigations of the disaster and to develop regulations addressing the
safety-related issues described in the Safety Report.

On June 7, 2010, certain providers of support services to offshore oil and gas operations
in the Gulf of Mexico filed a lawsuit in the Federal District Court for the Eastern District
of Louisiana seeking to invalidate the May 28, 2010, suspension (Hornbeck litigation).
On June 22, 2010, the Court preliminarily enjoined enforcement of the suspension. The
Department of the Interior appealed the Court’s decision and requested that the U.S.
Court of Appeals for the Fifth Circuit stay the injunction pending appeal. On July 8,
2010, the Fifth Circuit denied the stay motion on the grounds that the Department had not
shown irreparable harm because there was no indication that the drilling activities subject
to the suspension were likely to resume, but invited the Government to seek emergency
relief if such activities had resumed or were imminent.

While we are complying with the Court’s injunction in the Hornbeck litigation, as
Secretary of the Interior, | have an ongoing obligation under OCSLA to manage the OCS
in a safe and environmentally sound manner. As such, we have continued to review data
and information concerning management of the OCS, and as a result of this continuing
review, have further identified facts and risks associated with deepwater drilling that are
addressed here.
0,201

IV. IDENTIFIED RISKS TO CONTINUTED DF;ygla-(J\k\@ QNV%)EEPWATER

1339
The OCSLA requires that operations on Shga@@§%e conducted in a “safe manner . . .
using technology, precaution§h@ggdté%?16niques sufficient to prevent or minimize the
likelihood of blowoqgs_,@dg‘éd?)f well control, fires, spillages, physical obstruction to other
users of the waters or subsoil and seabed, or other occurrences which may cause damage
to the environment or to property, or endanger life or health.” 43 U.S.C. § 1332(6). The
following categories of risks related to deepwater drilling activities must be addressed to
ensure fulfillment of the requirements of this law: (1) the current status of drilling and
workplace safety and the implementation of safety measures; (2) the current status of
well control and spill containment capabilities; and (3) the current status of spill response
capabilities.

A. Certain Drilling Activities and Conditions Involve Heightened Safety
Risks

While all offshore drilling for oil and gas involves various risks, including the risk of
equipment or systems failure, human error, and other occurrences that could threaten the
safety of workers and endanger the environment, certain equipment and drilling
conditions undertaken in the deepwater environment carry heightened risks of producing
an event such as the BP Oil Spill.*

4 These conclusions are based on a memorandum prepared in consultation with senior BOEM staff

who have engineering expertise and experience. See Memorandum from Walter Cruickshank, Deputy
Director of BOEM (June 30, 2010) (Safety Report).



1. Equipment — Blowout Preventers

Because of their essential role in the existing systems for preventing oil spills resulting
from blowouts, it is critical that BOPs be as reliable and effective as possible. The
statistical infrequency of deepwater blowouts accounts for only one of the factors that
must be considered in evaluating whether it currently is safe to proceed with deepwater
drilling in the OCS. Also relevant to the risk analysis are the catastrophic consequences —
in terms of the health and safety of workers, effects on the regional and national
economies, and damage to the environment — of an uncontrollable blowout and spill,
regardless of the probability of such an event.

e Subsea BOPs. The control system for subsea BOPs is much more complex than
the control system for a surface BOP, and subsea BOPs require regular testing to
ensure that they will respond properly on demand. Also significant is the fact that
subsea BOPs are less accessible to intervention, requiring the use of remotely
operated vehicles (ROVS) to intervene, and that they are difficult to repair while
attached to the wellhead. Their placement in deepwater also vastly complicates
containment efforts in the event of an uncontrolled blowout — in a nutshell, the
ability to contain a deepwater spill effectively and quickly when a subsea BOP
stack fails does not exist. 59,201
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e Surface BOPs on floating facilities. The ‘eﬁal‘i%?%agf surface BOPs are not
subject to all of the complicatirulgia\(et@ﬁ‘% associated with subsea BOPs, and they
are more accessible ggv(qgep\aﬁ?gand intervention. However, surface BOPs that are
placed on‘fl%ﬂwg'\fécilities (as opposed to jack-up rigs) present other significant
risks. cW?e‘%igh-pressure riser and casing from the seafloor to the rig can be
exposed to dynamic stresses. A failure of a high-pressure riser due to these
stresses can lead to uncontrolled flow below the surface BOP system located on
the floating facility. Well operations from a floating platform with a surface BOP
stack and a high pressure riser (through the water column) are higher risk
operations than drilling from a jack-up rig or a fixed platform. The single high
pressure riser (or in some cases, a dual riser system) used by floating platforms
are subject to environmental forces such as vortex induced vibration (VIV) that
make them more susceptible to stress fatigue. Jack-up rigs and fixed production
platforms have more casing strings tied back to the surface of the rig or platform,
which provide additional external support for the pressured casing. Also, because
these tied back casing strings are used in shallower water operations with a
shorter water column, they are less exposed to current induced stress.

The failure of the Deepwater Horizon’s subsea BOP to stop flow from the Macondo well
underscores the risks associated with BOP failures in deepwater, although at this time the
precise reasons for the Deepwater Horizon BOP’s failure are not known. Indeed, as
discussed above, the lack of knowledge about the root cause in and of itself poses a
present and unacceptable risk to the extent that we have no guarantee that operators
would not be engaging in the very same activity that led to the BP Oil Spill.



It is clear that the apparent performance problem with the Deepwater Horizon's BOP is
not an isolated incident. Performance problems have also been identified in recent weeks
with the BOPs on the relief wells that BP is drilling. The problems have been uncovered
during new testing requirements that were imposed on the relief wells after the BP Oil
Spill, thus providing more evidence that prior testing requirements were inadequate.” It
is unlikely that these problems are unique to BP. The BOPs are manufactured by a very
small number of companies, and BOPs used across the industry tend to employ
standardized components.

2. Factors That Correlate to Deepwater

Drilling that takes place in the deepwater environment poses more significant risks than
drilling in shallow waters. The primary risk factors turn on the type of equipment that
must be used in deeper water. More specifically, beyond approximately 500 feet in
depth, floating facilities — rather than “jack-up" rigs — typically are used.® For purposes
of this decision, | am defining "deepwater drilling" with reference to the type of blowout
prevention equipment used in deepwater drilling operations, rather than to a specific
water depth even though, as a practical matter, 500 feet of depth is the typical trigger for
needing to use floating drilling facilities.’

g,201°
In addition to the heightened risks associated with the use of glgamﬁﬁ“rlgs and platforms,
deepwater wells can be very productive and have floymizﬁﬁ’ﬁentlals that can be 5 to 10 times
higher than shallow water wells. These ghw&@‘te“r\lstlcs have been fully demonstrated by
the Macondo well. Accordlng!égsopé9ators worst-case discharge scenarios typically

anticipate larger relg@gesﬂ*&n deepwater wells.
\\6 n

> Pursuant to NTL No. 2010-NO5, we are seeking re-certifications from operators on their subsea

BOP stacks and independent third party verifications that the BOP stack is designed for specific equipment
and for the specific well design. We also will be imposing new secondary control requirements, remote
operated vehicle capacity requirements, new testing requirements, and new reporting requirements, as well
as new blind shear ram redundancy requirements. These measures apply to each operator and demonstrate
the lack of sufficient safety measures shared by all operators using such BOPs.

6 In my May 28 suspension decision, | used a 500-foot water depth delineation as part of the
description of the suspension. This 500-foot delineation served as a shorthand proxy for the risks
associated with using subsea BOPs or surface BOPs on floating facilities. To avoid any possible confusion
over the use of the proxy, | have chosen to make this new suspension decision in reference to the types of
blowout prevention equipment used in deepwater operations, rather than in reference to the functionally
equivalent concept of water depth.

! A number of different water depths have been used to define “deepwater” on the OCS, and they
generally have a basis in how technologies change with depth. These delineations have included: (1) 500
feet to reflect the change in drilling rigs from bottom founded jack-up rigs to floating rigs; (2) 200 meters
(656 feet) in the Deep Water Royalty Relief Act of 1995, which varied royalty terms in water depths
greater than 200 meters to reflect the greater cost of drilling in those depths; (3) 400 meters (1312 feet) and
800 meters (1968 feet) in BOEM regulations (30 C.F.R. § 256.37(a)(3)), which allow for setting the initial
term of the lease based on water depth to reflect the greater time necessary to explore tracts in deep water;
and (4) 1000 feet to reflect the change in development scenarios from bottom-founded to floating
production facilities.



Also, over-pressured formations (defined as formations with pressures that exceed the
normal pressure expected at a given depth) present special challenges in the deepwater
drilling environment. Addressing over-pressured formations in deepwater drilling
operations is more complex than in shallow water operations. In general, deepwater
wells have more casing/liner strings, leaving less annular space between the casing and
hole diameter. This makes cementing the hole more difficult. Higher than normal
pressure formations further complicate the operation.

Finally, the BP Oil Spill response has demonstrated that water depth, pressure, and
temperature are major factors affecting the ability of well control crews to bring
deepwater blowouts under control. Complications associated with responding to a
deepwater blowout include inaccessibility of the well, methane hydrate formation at
lower seafloor water temperatures, longer times needed to move ROVs and equipment
from the surface to the work zone, and the need to work with larger and less available
support equipment due to the greater water pressure.®

B. Drilling and Workplace Safety

There is ample evidence that there is a need to temporarily pause certain drilling activity
to allow for the installation of safety and environmental protectim%pm@ht. 30 C.F.R.
§ 250.172(c). As detailed in the Safety Report, substantial iamr Ment in the industry’s
safety practices and procedures relating to offshoroe @ljﬁﬁ‘iﬁ% particularly with respect to
deepwater drilling conducted from floagigl_gdr\ig‘é‘g\nd production facilities, is necessary.’
While some of the drilling ‘satggxsre%@‘hmendations contained in the Safety Report are
being implemented &Qg@u@ﬁdf%ndustry compliance with NTL No. 2010-N05,* the Safety
Report also desetibes regulatory gaps and other shortcomings in the Bureau’s current
regulatory scheme for offshore drilling. Some of the Safety Report’s recommendations
for filling regulatory gaps will be accomplished through a subsequent rulemaking, which
BOEM plans to issue within 120 days from the issuance of the May 27, 2010, Safety
Report. The Safety Report also anticipates that technical workgroups will be formed, and
that they will provide recommendations within 180 days. Thus, only the NTL No. 2010-
NO5 safety measures will be implemented in the near term. Furthermore, fulfillment of
NTL No. 2010-N05’s requirements will not completely address all of the identified safety

8 See, Memorandum by Dr. Marcia McNutt, Director of the United States Geological Survey,

regarding “USGS Support for Macondo Well Control and Containment; Observations Regarding Technical
Problems with Deepwater Efforts,” June 27, 2010.

S See also, BP, Blowout Preventer Testing Memorandum, presented at the Hearing on “Inquiry into
the Deepwater Horizon Gulf Coast Oil Spill” (May 12, 2010) (stating that “[s]hort and long term actions
are required to improve subsea BOP stack testing, reliability and intervention™); API, “Joint Industry task
Force to Address Subsea Well Control and Oil Spill Response” (July 6, 2010).

10 NTL No. 2010-N05, National Notice to Lessees and Operators of Federal Oil and Gas Leases,
Outer Continental Shelf (OCS): Increased Safety Measures for Energy Development on the OCS (June 8,
2010).
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concerns, and more time will be needed for rulemaking and assessment of the technical
workgroups’ recommendations. The November 30, 2010, date also allows time for the
technical workgroups to provide an opportunity for them to provide input. | will ask
these workgroups to provide me with interim progress reports, as necessary.

The BOEM is also considering further safety-related requirements relating to, for
example, blind shear ram redundancy requirements and the establishment of deepwater
well-control guidelines. In addition, | have requested that the Safety Oversight Board,
chaired by Assistant Secretary for Land and Minerals Management, Wilma Lewis,
provide input regarding inspections and other safety and enforcement-related issues by
August 15, 2010, based on preliminary findings of the BOEM/United States Coast Guard
("USCG”) Joint Investigation and other information gathered by the Safety Oversight
Board.

Given this dynamic, on-going review of measures that are being considered to improve
the safety of deepwater drilling, I cannot conclude at this time that deepwater drilling can
move forward in a safe and environmentally sound manner. | note, in that regard, that the
root cause of the BP Qil Spill has not yet been identified. | will be receiving additional
information about the risk factors associated with deepwater drilling based on the many
investigations that are now underway, including the investigation that my Department is
actively engaged in with the USCG. Even if these investigations are @gtimﬂ%y complete
by November 30, 2010, we will by that time have the benefi;cgﬁ@d}‘é\’at deal of additional
information about the BP Oil Spill. To the extent adgliat:’l%ﬁ‘?a? information or changes in
circumstances require specific modificatiomrrﬁ*)fﬁ?s decision or a new decision, I will
provide the basis for any S‘.J\SQ ﬂ@g@i&i@ﬁ’i‘?

exa ™
The fact that Hnediﬁcmastry has a track record of relatively few accidents, and that the
inspections of current deepwater rigs have uncovered only limited infractions, does not
change the present risks or my conclusion. It is true that 27 of the 29 rigs in the Gulf of
Mexico inspected by BOEM after the BP Oil Spill had no infractions. See MMS
Deepwater Drilling Rig Inspection Report. It also is true that the Deepwater Horizon rig
passed its most recent inspections prior to the explosion.*? These facts provide very
limited assurance, however, regarding the safety of deepwater drilling. The reality is that
the BP Oil Spill disaster occurred, regardless of prior inspection results, and regardless of
the prior accident history of the Deepwater Horizon and other, similar rigs. And, as
discussed above, new evidence has emerged that suggests that the deepwater drilling
industry may face some industry-wide risks (e.g., with regard to BOPSs) that should be
addressed before new deepwater drilling goes forward. Until the Department can

1 Industry executives have acknowledged the relevance of the on-going investigations to

determinations about deepwater drilling safety. See e.g., Written Testimony of Steve Newman,
Subcommittee on Oversight and Investigations, Hearing on “Inquiry into the Deepwater Horizon Gulf
Coast Oil Spill” (May 12, 2010) (“Until we fully understand what happened on April 20, we cannot
determine with certainty how best to prevent such tragedies in the future.”).

12 BOEM Information Memorandum for the Secretary Re: Inspection History of Deepwater Horizon

(May 15, 2010).
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implement rules to address newly-identified deepwater drilling concerns, rig-by-rig
compliance reviews conducted under the current regime cannot ensure safety.

In this regard, it is noteworthy that in establishing a “threat of serious, irreparable, or
immediate harm or damage” to life or property or to demonstrate a need for “installation
of safety or environmental protection equipment”, 30 C.F.R. § 250.172(b)-(c), there is no
requirement that “systematic noncompliance” must be demonstrated. The current
regulatory regime for offshore operations is not sufficient to ensure safety and
environmental protection, there is a need to bolster and improve safety measures.
Testimony before the BOEM/USCG Joint Investigation by MMS inspectors has indicated
that BOP inspection and testing requirements should be strengthened, a conclusion that
my Safety Report also has endorsed. Simply put, there is an ample record supporting my
conclusion that existing oversight mechanisms, including compliance with NTL No
2010-N05, are not, by themselves, adequate to prevent a catastrophic blowout and major
spill.

C. Attention Must Be Devoted to Post-Blowout Containment Strategies
and Capabilities

The BOEM regulations require those seeking to engage in offshore drilling to have an
adequate response plan in the event of a catastrophe.'® Specifically, t%\rggélations
require that an emergency response action plan include “metrlg\quitﬁ’\\e‘nsure the
containment and recovery equipment as well as resp@néée’ﬁgrsonnel are mobilized and
deployed at the response site.” 30 C.F.B\J_§e2“§w‘. %‘(g)(S). Lessees must also certify in
writing that it has the capabili(%g@w@%\)lond “to the maximum extent practicable, to a
worst case dischg‘r(gg\égm\@‘lfﬁstantial threat of a discharge.” 30 C.F.R. § 254.2(b).*

Ged !
BP’s inability, after more than 80 days, to contain the Macondo blowout and spill —
despite the cooperation of other major oil companies — provides continuing evidence of
industry's limited capability to stop an uncontrolled blowout of an oil well in deepwater.
| have witnessed on a daily basis the results of inadequate equipment and planning to
contain a deepwater blowout. This conclusion is chronicled by a long litany of failed or
only partially successful attempt to contain the leak, even as hundreds of thousands of
additional barrels of oil and large volumes of gas continue to pollute the Gulf of Mexico.
Immediately after the accident, ROVs made many unsuccessful attempts to close the
BOP's rams via "hot stabbing.” Multiple attempts were made over many days on
virtually all of the types of rams included in the BOP stack — all to no avail. Next a
containment dome was lowered over the well, but the failure to anticipate the formation
of hydrates in the deepwater environment led to its failure as hydrates formed quickly,
making the dome buoyant, and virtually uncontrollable. After that, a hastily-engineered

B See, e.g., 30 C.F.R. §§ 254.1(a); 254.23; §254.30; §254.2.
1 In the same vein, BOEM issued NTL No. 2010-N06 which requires all operators and lessees to
provide a worst case discharge scenario, including all assumptions regarding well design, reservoir
characteristics, and the daily discharge rate possible from the uncontrolled blowout portion of their worst
case discharge scenario. This information is particularly relevant going forward.
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"riser insertion tool" was installed at the end of the riser, providing limited containment,
while the "kink™ in the riser near the wellhead continued to fail and emerged as a major
additional leak.

The rest of the story has been chronicled in the public eye: a multiple-week construction
effort was undertaken to prepare a long-distance hook-up for a "top Kill" operation, using
heavy drilling mud. The top kill failed. Priorities then shifted back to containment, with
efforts made to execute a "clean” cut of the riser near the top of the BOP stack and install
a fitted cap over the riser. A more crude cut was accomplished and an ill-fitting "top hat"
was installed. In the succeeding weeks, additional containment options have been
pursued, with BP scrambling to identify ships and other equipment to undertake a large
containment effort. All of these efforts have been greatly complicated by the lack of
precise information regarding the size of the uncontained flow, and the fact that BP has
not had the equipment available to measure the flow, either directly, or through the
installation of pressure measurement equipment.

In Congressional testimony, industry executives have admitted that industry is
unprepared to effectively stop deepwater oil well blowouts, and that many of the
containment methods attempted with respect to the Macondo blowout have been
improvised and were untested.”> The BOEM’s daily incident reports chronicle the
multiple unsuccessful or partially successful attempts to contain the M@CMO well
blowout. archive
43368
Although industry has begun to organlze eﬁ@lﬂt&\%o address strategies and options for
subsea well control and blowo%ggovﬂ%?nment much work remains to be done in order to
develop viable cont g;me'?ﬂdand response options as well as to achleve an appropriate
level of prepared@ss in the event of another deepwater blowout.”® . It may not be
necessary or appropriate to wait for the full build-out of this capability before resuming
deepwater drilling, but it is reasonable to require industry to develop a plan to address a
blowout in a more timely and effective manner than has been the case with the BP Qil
Spill before new deepwater drilling activities recommence.*’

15 See, McNutt Memo. See also, e.g.., Testimony of Rex Tillerson, Hearing on “Drilling Down on

America’s Energy Future: Safety, Security and Clean Energy,” Subcommittee on Energy and Environment
(June 15, 2010). See also Written Testimony of Lamar McKay, Chairman and President of BP America,
Senate Environment and Public Works Committee, Economic and Environmental Impacts of the Recent
Oil Spill in the Gulf of Mexico (May 11, 2010).

16 See API submissions regarding “Enhanced Industry Capability for Offshore Operations” and

“Joint Industry Task Force to Address Subsea Well Control and Oil Spill Response”, July 6, 2010.
o The Department has also issued NTL No. 2010-N06, which directs operators and lessees to
provide additional information in their exploration and development plans regarding addressing a blowout
scenario involving a well that is expected to have high volumes of liquid hydrocarbons, the availability of
arig to drill a relief well, and the likelihood that surface intervention would be able to stop a blowout,
among other things. This directive is consistent with BOEM’s regulatory authority and will provide
important information relevant to the evaluation of each operator’s capacity to contain a blowout.
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D. Limited Spill Response Resources Are Available to Battle Another
Deepwater Spill

The BOEM’s regulations require that all owners and operators must have a spill response
plan that demonstrates the ability to “respond quickly and effectively” whenever oil is
discharged from their facility. 30 C.F.R. § 254.1(a). The regulations also require that an
owner and operator must be able to take “all appropriate actions necessary to

immediately abate the source of a spill and remove any spills of 0il.” 30 C.F.R. §
254.5(c).

The Deepwater Horizon incident has demonstrated the inadequacy of response plans, and
steps must be considered to ensure that those engaged in drilling offshore are complying
with current regulations. The current situation also poses a serious question as to whether
industry is in compliance with existing regulatory requirements. The BP Oil Spill
response effort has revealed major deficiencies with respect to the adequacy and
functionality of the equipment that was staged and deployed in connection with attempts
to contain the spill; the adequacy of the applicable Offshore Spill Response Plan (OSRP)
components and their implementation; and the expertise and training of personnel
involved in the BP Oil Spill containment efforts.

This is not a question of a specific operator’s record, but a measure ofzg*ge,(}a}&equacy of the
entire industry's containment plans and capacity to address g@imds‘p‘ﬁls in the deepwater
environment. BP was not the only operator drilling wnh%ﬁ?adequate plans. The House
Subcommittee on Energy and Environmgnjten@yi wed the preparedness plans of five
major oil companies and chgg\lég@deﬁﬁﬁ? they were no better prepared to deal with a major
oil spill than BP, anga@awﬁafor blowout had occurred at another operator’s well, they
would not havesbéen any more prepared to respond.®

The unprecedented deployment of spill response equipment and cleanup crews to the
vicinity of the Macondo well and regional shorelines in response to the BP Qil Spill
raises serious concerns about the industry’s and the government’s current ability to
respond in a meaningful way to another deepwater spill."® There are insufficient
resources currently available to respond should another deepwater spill occur while the
BP Qil Spill containment and clean-up effort is ongoing. As an industry executive
recently testified before Congress, “[regional response] plans look the same because in

18 Transcript of Hearing on “Drilling Down on America’s Energy Future: Safety, Security and Clean

Energy,” Subcommittee on Energy and Environment (June 15, 2010); Opening Statement of Rep. Henry A.
Waxman, Subcommittee on Energy and Environment, Drilling Down on America’s Energy Future: Safety,
Security and Clean Energy (June 15, 2010); Opening Statement of Rep. Edward J. Markey, Subcommittee
on Energy and Environment, Drilling Down on America’s Energy Future: Safety, Security and Clean
Energy, (June 15, 2010); Opening Statement of Rep. Bart Stupak, Subcommittee on Energy and
Environment, Drilling Down on America’s Energy Future: Safety, Security and Clean Energy, (June 15,
2010).
9 Shallow water spills tend to be more confined and easier to address, if only because of the smaller
geographic area affected by the spill.
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fact they call upon the same resources to respond.”?® As late as March 2010, BP had
submitted its report on cleanup capacity projecting the capacity to skim and remove
491,721 barrels of oil per day. As of July 5 their skimming operations have averaged less
than 900 barrels per day equivalent.”*

The BP Oil Spill alone is taxing these shared response resources to the limit. Industry
executives have testified and stated repeatedly that they already have offered all available
resources to the BP Oil Spill.?* U.S. military and foreign resources are being utilized in
the response effort.”® The USCG has determined that the number of oil spill response
vessels currently skimming oil is inadequate to recover the oil released from the BP Qil
Spill, and additional skimming vessels are being ordered and manufactured to aid with
the response.?* Despite these efforts, the USCG recently determined that “There are
simply not enough U.S. [oil spill response vehicles] capable of skimming oil available to
keep up with the pace at which oil flows from the [Macondo] well.”?® Accordingly, the
USCG and the Environmental Protection Agency (“EPA”) amended their oil spill
response time requirements to allow certain commercial and military vessels normally
required to be available for spills in other regions to be deployed in support of the BP Qil
Spill response.?® In a June 28, 2010, meeting between Department officials and
representatives from the drilling industry, the industry was unable to provide assurances
that resources exist that would be available to address a second oil spill.

Finally, as concerns about the recent Tropical Storm Alex systngg intie’ (.%ulf of Mexico
demonstrate, clean-up operations during hurricane s%aw@@?écsubject to multiple weather-
Np yewel e

\eadV®

2 Testimony by ExxonMobil CEO and Chairman Mr. Tillerson before the House Subcommittee on

Energy and Environment, June 15, 2010.

21
2010).

Kindy Kimberly, Recovery Effort Falls Short of BP’s Promises, The Washington Post, (July 6,

2 See, e.g., Testimony by BP, ExxonMobil, Chevron, and ConocoPhillips executives before the

House Subcommittee on Energy and Environment Hearing, June 15, 2010.

2 Admiral Thad Allen, June 25, 10, and 1, 2010 briefings; Daily Administration updates on
Deepwater Horizon response, June 28, 2010.

2 Memorandum from BP Deepwater Horizon Oil Spill Federal On-Scene Coordinator Rear
Admiral Watson to National Incident Command (June 16, 2010); Admiral Thad Allen, June 25, 2010
briefing and June 18, 2010 briefing. See also 33 CFR 154, 155 & 40 CFR 112, Temporary Suspension of
Certain Oil Spill Response Time Requirements to Support Deepwater Horizon Oil Spill of National
Significance Response, 75 Fed. Reg. 37712, 37714 (June 30, 2010).

% June 16, 2010 Memorandum from Rear Admiral Watson to the National Incident Command.

2 See “Temporary Suspension of Certain Oil Spill Response Time Requirements to Support
Deepwater Horizon Oil Spill of National Significance Response.” 75 Fed. Reg. 37712, 37714 (June 30,

2010).
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related complications, difficulties, and delay.?” For example, while Alex took a path
away from the Macondo site, ocean conditions generated by the storm still necessitated
that all 510 skimmers responding to the BP il Spill be temporarily recalled to shore.?®
Moreover, the storm surge from a hurricane or other significant storm could distribute oil
over a wider area and carry the oil into the coastline and inland areas.”® The Atlantic
hurricane season, which includes the Gulf of Mexico, runs from June 1, 2010 until
November 30, 2010.%

Therefore, under the present conditions, there are serious concerns about whether
operators have the capacity to mount a prompt and effective containment and clean-up
effort in the event of another significant deepwater spill, whatever its probability. Before
deepwater drilling activity resumes, it is prudent — and necessary to ensure operators have
adequate response plans as required by BOEM regulations — and for companies to work
with BOEM, the USCG, and other authorities, to determine when adequate spill response
resources are available to address a future deepwater spill event.

E. Economic Impacts

The OCSLA does not require that | conduct a balancing of harms analysis in connection
with the suspension of drilling operations. The statute requires only that I conclude that
there is a threat of serious or irreparable harm to life, property, or the g@m@ coastal, or
human environment. Compare 43 U.S.C. § 1334(a)(1) Witha@%\u@.‘@‘. 8§ 1334(a)(2)(i)-
(iii). See also H.R. Rep. 95-590, at 132 (1977). Ngvegﬂ@éf@ss, there are those that suggest
that such a balancing of harms may be ngj@pﬁ*ia“t\eﬁ Even if | had to engage in a
balancing of the economicveffrggggb@ﬂ?of the BP Oil Spill and of the suspension of
drilling operations, ‘l\ggmﬂd\‘ﬁeonclude that a temporary suspension of drilling operations is
warranted.  cie® "

I have reviewed the materials submitted by the State of Louisiana expressing its concerns
over the economic effects of a temporary suspension of drilling operations, as well as the
submissions made by the plaintiffs and amici in the Hornbeck litigation on the predicted
economic effects of a temporary suspension of drilling operations. Even accepting their
assessment of the economic impact of a suspension, I conclude that it is outweighed by
economic impact of another catastrophic event like the blowout at the Macondo well, if

27 Admiral Thad Allen, June 25, 2010 Briefing (stating that a storm would have a “very negative
effect” on containment efforts because it will require breaking production and getting production units to a
safe locale. See also Admiral Thad Allen, June 26, 2010 Briefing and 28, 2010 Briefing (stating that if
evacuation is required as a result of a tropical storm, the containment effort would be delayed by about 14
days).
2 “Waves from Storm Hinder Spill Effort,” New York Times, June 30, 2010, citing statements by
Coast Guard Rear Adm. Paul F. Zukunft.

2 Admiral Thad Allen June 28 Briefing; NOAA Hurricane Factsheet,
http://www.deepwaterhorizonresponse.com/posted/2931/NOAA _fact_sheet on_hurricanes_and_oil_spills.

572167.pdf.

30

NOAA National Hurricane Center at http://www.nhc.noaa.gov/.
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one were to occur. It is self-evident that the economic and environmental costs of the
current spill, which even now has not been brought under control, outweighs the
economic impacts of a temporary suspension of drilling activities, especially since
production operations in the Gulf continue. The need to prevent another such occurrence
fully supports the brief suspension — for approximately four and a half months until
November 30, 2010 — of drilling activities, even on the assumption that | am required to
take into account the economic impact of the suspension.

There is no question that a suspension of deepwater drilling will have a significant,
negative economic impact on direct and indirect employment in the oil and gas industry,
as well as other secondary economic consequences. These economic impacts must be
considered against the backdrop of the substantial economic effects associated with the
on-going BP Oil Spill and the potential economic damage that would be caused by
another deepwater accident under the current circumstances. Therefore, while the
economic effects of any drilling suspension — in terms of employment, spending, energy
production, and government revenues — are and will be significant, another accident or oil
spill would exacerbate the BP Oil Spill’s effects on the economy and deal an
unacceptable blow to the industry and the environment.

V. OPTIONS CONSIDERED BUT REJECTED

A. No suspensions of drilling. o afc“\\Jed
13-

Under this option, the Department would, allow H\rllllng to go forward under the
workplace and drilling safet ngg\mﬂ?t’contamment and oil spill response conditions that
currently exist. Corqgghal% With the safety requirements of NTL No. 2010-N05 would
still be requwedadbﬁ?all previously permitted drilling activity, including deepwater
exploratory drilling, could resume prior to any additional rulemaking or completion of
the reviews of the Deepwater Horizon incident.

| have rejected this option because it would allow deepwater drilling operations with
known safety risks — i.e., operations that pose risks and involve the use of subsea BOPs
or surface BOPs on floating facilities — to proceed before I can have confidence that all
necessary safety measures have been implemented. While NTL 2010-NO5 increases the
level of safety for deepwater drilling, it does not implement all of the safety measures
recommended in the Safety Report, and | cannot be sufficiently confident that
compliance with the Safety NTL is sufficient to mitigate the threats posed by deepwater
drilling before we know more about the exact causes of the BP Oil Spill. This option
would allow deepwater drilling to go forward while the Macondo well remains
uncontrolled and before tailored strategies and measures for containing deepwater
blowouts and spills have been developed and implemented. Finally, I do not believe it
would be prudent or responsible to allow deepwater drilling operations to proceed while
available oil spill response capacity, particularly in the Gulf of Mexico region, is
occupied with responding to the BP Qil Spill.
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B. Moratorium on drilling, but with defined criteria for relief from
suspensions.

Under this option a drilling moratorium would prohibit deepwater drilling, but provide
opportunities for an early exit from the moratorium for certain lower-risk deepwater
drilling activities based on the satisfaction of specified requirements relating to the three
topics discussed above: workplace and drilling safety, blowout containment, and oil spill
response capacity. This option would allow time for the implementation of additional
safety measures, the development of strategies for deepwater blowout containment, and
the BP Oil Spill response to continue while reducing the risk of a second significant spill
event. It also would provide operators with framework and guidance for relief from the
moratorium. Further, though anticipation of an early exit from the moratorium may not
prove sufficient to keep the entire current fleet in the Gulf of Mexico, it may potentially
maintain some deepwater drilling presence in the Gulf of Mexico.

Unfortunately, | cannot take this approach at this time because there remain too many
unanswered questions about specific workplace and drilling safety measures that may be
needed to ensure safe deepwater drilling, strategies and alternatives for the containment
of deepwater blowouts, and the status of oil spill response capacity and where the gaps in
the current regulation on those matters lie. For this reason, | have directed you to aid in
the effort to gain a more full understanding of the risks of deepwater d{cj!ljm@and the
current shortcomings of containment and cleanup capacity bx@@ndﬁ\étlng public meetings
and outreach to gather, on an expedited basis, addcgti\@r@ﬁ?ﬁ?ormation to augment the
results of ongoing studies and investigatip_né\Nel\‘é*m‘ hopeful that the exercise that you will
engage in will provide the ty Ygegt\a&i?&i“telonal information to define the criteria for relief
from suspensions. | R@\(@%Red you to report to me the results of your findings and
recommendationsno later than October 31, 2010. We must have a firm understanding of
the fundamental issues bearing on whether drilling in deepwater can proceed safely prior
to allowing it to proceed at all, and for this reason I rejected this option.

C. Adopt recommendations from industry representatives regarding
suspensions.

Representatives from the oil and gas industry have offered various proposals that would
allow industry to resume or continue certain drilling operations that they characterize as
presenting a relatively low risk after the implementation of certain safety measures. The
types of drilling that the proposals would permit, subject only to compliance with NTL
No. 2010-NO05, include: wells that are abandoned before reaching producing zones,
disposal wells, development wells to known reservoirs, and delineation wells.

Although these types of drilling operations are characterized as “lower risk,” they still
pose an unacceptable level of risk at this time. Further, as discussed above, | have asked
you to gather additional information about whether any such activities should be
permitted prior to the expiration of any suspensions. The BP Qil Spill demonstrates the
true magnitude of the risk that exists in what was considered a controllable environment.
In light of the vulnerable status of the Gulf of Mexico and a desire to implement the
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correct regulatory scheme that will be capable of supporting safe drilling on the OCS for
the longer term, we must exercise caution. While my decision presented below does
allow for some activities to continue based on our understanding of risks, responsible
oversight and implementation of my duties under OCSLA require that | have more
information about even relatively lower risk drilling activity before allowing any
additional activity to go forward, particularly while the Macondo well remains
uncontrolled and operators may be in non-compliance with regulations relating to oil spill
response due to, among other things, inadequate spill response plans. Nevertheless, as |
continue to receive the additional information | have requested, | will continue to review
this option.

V1. DECISION

A. Affected Operators

For the reasons discussed above and pursuant to the provisions of OSCLA, including 43
U.S.C. § 1334(a)(1), and 30 C.F.R. § 250.172(b)-(c), and with certain exceptions set forth
below, I am directing BOEM to direct the suspension of any authorized drilling of wells
using subsea BOPs or surface BOPs on a floating facility. | further direct BOEM to
cease the approval of pending and future applications for permits to drill wells using
subsea BOPs or surface BOPs on a floating facility. These suspensions shiatl apply in the
Gulf of Mexico and the Pacific regions through November 3(3\,\-\2&119}V32§bject to
modification if | determine that the significant threa@itﬁlﬁé’f property, and the
environment set forth in this memoranduvmjgﬁave“boeen sufficiently addressed. These
suspensions do not apply to proe@cwrﬁeac'tivities; drilling operations that are necessary to
conduct emergency ggjyi@i@ﬁ‘%uch as the drilling operations related to the ongoing BP
Oil Spill; driIUmgﬁﬁerations necessary for completions or workovers (where surface BOP
stacks are installed, they must be utilized during these operations); abandonment or
intervention operations; or waterflood, gas injection, or disposal wells. The BOEM shall
order any current drilling operations covered by this decision to proceed to the next safe
opportunity to secure the well and take all necessary steps to cease operations and
temporarily abandon or close the well. Pursuant to 30 CFR § 250.168(a), BOEM may
direct a suspension for all or any part of a lease or unit area. Depending on the “nature of
the suspended activity” the suspension is either of operations or production. 30 C.F.R.8
250.168(b). In this case, BOEM will be suspending certain activity involving certain
operations and will issue individual suspension letters to that effect.

My interpretation of OCSLA and its implementing regulations finds ample support in the
legislative history of the statute. See Pub. L. No. 95-372, 92 Stat. 629 (1978); H.R. Rep.
No. 95-590, at 55, 74 (1977); S. Rep. No. 95-284, at 43 (1977). Congress added 43
U.S.C. § 1334(a)(1) “to put some ‘flesh on the bones’” of OCSLA by providing the
Department with clear authority to suspend operations when there is a “threat” of
“serious or irreparable” harm to the “marine, coastal, or human environment.”

19



B. Duration of the Suspension

The basis for the November 30, 2010, end-date has been discussed throughout this
memorandum. The duration of the suspension is the time needed to ascertain what is
necessary to improve the safety of operations in the OCS and adequate containment and
response capabilities. The time provided by the suspensions allows for the acquisition
and development of additional information on the risks of deepwater drilling operations
and the needed equipment and procedures to reduce those risks to an acceptable level. In
addition to the third-party commissions and investigations referenced earlier, a number of
which may provide valuable information before November 30, 2010, the Department is
undertaking its own investigations that will yield vital information on safety measures
during the next several months. For example, the Department’s Outer Continental Shelf
Safety Oversight Board, established by Secretarial Order will provide recommendations
regarding interim measures that may enhance OCS safety and recommendations for
improving and strengthening the Department’s overall management, regulation and
oversight of OCS operations. The Oversight Board will complete its report by August 15,
2010. Moreover, additional information development by the several investigations
assigned to examine the causes of the Deepwater Horizon disaster, as well as the results
of your public outreach efforts discussed in this memorandum, will be informative. With
regard to your public outreach efforts, which | address in the next section, | will receive a
report from you no later than October 31, 2010, containing your recommendations and
analysis of any new information that you have received. In 6}/Cg)\uecmlisbfr%tion, | welcome
the submission of preliminary input regarding the iqsou@% erlying this memorandum. 1
look forward to receiving the informatiog gtgab\y&? are collecting through your review,
which I will consider in determgggngaWﬁet'her additional action must be taken, including
the potential for a m&@@ﬁcﬁﬁ%‘ﬁ to the scope or duration of this suspension decision.
cied !
The duration until November 30 also is designed to allow time for the killing or
containment of the Macondo well, which is expected to be accomplished by
approximately mid-August 2010, and which may have an effect on spill containment and
response capabilities for potential use on other wells. Another important factor that
explains the November 30 date is that the Atlantic hurricane season, which includes the
Gulf of Mexico, runs from June 1 until November 30. As discussed herein, the ability to
conduct containment activities and oil spill response can be compromised by hurricane
storms. During this time of year, as we have already seen this year, the ability to contain
and respond to a spill is often compromised by weather conditions.

Lastly, suspending these particular operations until November 30 will allow the BOEM
and the Department to develop the interim rules required to address the safety issues that
have recently come to light. Some of these interim rules are expected to be issued within
120 days of the issuance of the Safety Report, and additional time will be required after
these rulemaking actions are completed for operators to implement the new requirements
established by those rules. Other rules will have a longer development or implementation
timeline, and I will determine whether their implementation is essential before suspended
operations may resume. Finally, the November 30 date accounts for the requirement that
certain Technical Workgroups established as part of the government’s response to the BP
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Oil Spill provide recommendations to improve OCS drilling operations within 180 days
of the issuance of the Safety Report.

Based on what we know now and what we expect to learn in the next several months,
November 30 is a reasonable end date for this suspension decision. However, | reserve
my statutory right to issue a new suspension order which will be justified based on the
circumstances that exist at the time and will contain a definitive end date.

C. Potential Lifting of Suspension

The suspension could be lifted earlier than November 30, 2010, if the BOEM assures me
that the safety, containment and response issues that have created the need for a
suspension have been resolved, or if those three issues are addressed to a degree that can
be determined upon further study to ensure an acceptable margin of safety. If the results
of the various investigations reveal significant unexpected risks, however, my duties
under OCSLA could require me to extend the duration of the suspensions.

As noted above, I will continue to solicit and review information relevant to this matter,
and I will remain open to potentially adjusting the suspension period based on additional
information and analysis. In that regard, | direct you to conduct public meetings and
outreach to gather additional information, on an expedited basis, on the primary issues
that | have identified as raising the most significant risks rega(l;;\q,k;asgwﬂ’ie2 resumption of
deepwater drilling. You will be focusing on the fgllcgyyjﬁ@ &
owels N

a. Drilling and Wogggmlﬁ%’%éféty requirements as outlined in the Safety

Report and a\taigmm*f?‘f\or the implementation of such safety requirements and

othersotsbat‘?ﬁay be necessary to ensure safe drilling practices;

b. Well intervention and blowout containment technology and methodology
designed to effectively address and expeditiously contain any blowouts that could
occur;

C. A review of additional and necessary oil spill response plans for offshore
drilling and production facilities, and an evaluation of industry capacity to address
a worst case discharge scenario under 30 CFR part 254.

| further direct you to issue a report to me no later than October 31, 2010, that contains
your findings and recommendations as a result of your outreach efforts and any other
information you have acquired in the interim. This information gathering will be critical
to addressing the serious risks presented by oil and gas drilling activities in deepwater
environments. This additional information potentially could provide the basis for
identifying conditions for resumption of drilling activities if certain conditions are met,
and/or the identification of any oil and gas drilling activities that might be allowed prior
to the expiration of the suspensions based on the relative level of risk associated with
those activities.
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VIl. IMPLEMENTATION

Consistent with the above discussion and decisions, this memorandum replaces and
supersedes the memorandum dated May 28, 2010, entitled “Suspension of Outer
Continental Shelf (OCS) Drilling of New Deepwater Wells.” NTL No. 2010-N04, which
was used to implement the decision made in the May 28, 2010, memorandum and is
hereby rescinded. | direct you to withdraw the suspension letters issued under NTL No.
2010-N04, and | direct you to issue new suspensions and to cease the approval of pending
and future applications for permits to drill consistent with this decision, for all operations
described in this decision. To provide certainty to affected operators, please issue the
suspension orders promptly.
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ATTACHMENT 1

Date: July 12,2010
Summary of Decision File

The following is a non-exhaustive summary of documents and information included in
the Decision File:

30-Day Safety Report and Supporting Documents: The Department of the Interior’s
May 27, 2010, Report entitled “Increased Safety Measures for Energy Development on
the Outer Continental Shelf” (Safety Report), including, but not limited to, the following
documents from the record that formed the basis for that report:

e The April 27, 2010, Memorandum from Wilma Lewis to the Secretary entitled,
“Immediate Response Measures Pending Investigation of the BP oil spill;”

¢ Notes from Department of the Interior Meetings with Various Experts and
Industry / NGO representatives;

e The API Joint Industry Task Force Recommendations;

e The “Fact Sheet Notebook™ summarizing the events of the BP oilz%géll;

e Correspondence from various petroleum companies mh@mMs%gto the Secretary’s
request for recommendations; AN 45860 2

e Comments and Recommendatlor1§ fé@)?ﬁ experts affiliated with the National
Academy of Englne\ggn@ﬁLe o

e MMS Stwwﬂ‘?ned in Table 3 of the Safety Report).

Information Provided by BOEM Internal Experts: Information obtained from
consultation with BOEM internal experts, including experts from BOEM’s Gulf of
Mexico Region. The BOEM experts provided comments regarding the risks inherent in
certain offshore drilling equipment, water depth, and various drilling activities, as well as
the adequacy of current response plans and containment resources. They also suggested
various options for addressing the risks of deepwater drilling.

Information Provided by Industry Representatives: Information provided in meetings
between officials of the Department of the Interior and representatives of the drilling
industry, including but not limited to:

e AJune 21, 2010, meeting between the Secretary and industry consultants, in
which the consultants made a PowerPoint presentation that discussed, among
other things, claimed risks associated with suspension of drilling, suggested
methods for reducing these claimed risks, and a proposal to allow drilling to
resume in certain categories of wells;
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e A June 28, 2010, meeting between Department officials and operators and rig
owners currently operating in Federal waters in the Gulf of Mexico. Suggestions
provided by various industry operators with regard to the resumption of drilling
operations in the Gulf of Mexico, including suggestions for well design,
operation procedures, rig equipment, safety and training risk management and
well control system certification and maintenance.

Daily Incident Reports: Information contained in the daily reports from the site of the
BP oil spill issued since the spill, including but not limited to:

e BOEM’s Offshore Incident Report Daily Updates;

e U.S. Department of the Interior, Office of Emergency Management Emergency
Daily Situation Reports;

e U.S. Department of the Interior, Office of Emergency Management Spot
Reports.

Briefings by National Incident Commander: Information provided by Admiral Thad
Allen in daily briefings from the National Incident Command Center.
5

. . 20,20 .
Macondo Well Intervention and Containment Efforts: Irgg‘\wma}ti\én related to specific
well control and containment efforts for the Mac Ondm%fl? Blowout, as well as testing and
performance difficulties encountered with thesBOPs being used for the two relief wells
being drilled to intercept arlgerlgggeth%aﬁacondo well.

W
- g P . : :

Oil Spill Regitnial Response Plans: The provisions of the Gulf of Mexico regional
response plans of BP, Chevron, Conoco Phillips, ExxonMobil, and Shell.

Congressional Hearing Testimony: Information from Congressional testimony related
to the BP oil spill, including testimony regarding the possible causes of the spill, the
efforts to contain the spill, the environmental and economic impacts of the spill, the
economic consequences of a possible moratorium on deep-sea drilling, the adequacy of
current preparedness plans in responding to a similar incident, and the availability of
resources to respond to another spill. The BOEM conducted a comprehensive review of
transcripts, written testimony, and related documents from the following hearings:

e House Committee On Energy and Commerce, Subcommittee On Oversight and
Investigations, Inquiry into the Deepwater Horizon Gulf Coast Oil Spill
(May 12, 2010)

e House Committee on Transportation and Infrastructure, Hearing on Deep
Horizon Oil Spill Prevention and Response Measures and Natural Resource
Impacts (May 19, 2010)
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House Committee on Natural Resources, Hearing on The Outer Continental
Shelf Oil and Gas Strategy and Implications of the Deepwater Horizon Rig
Explosion (May 26, 2010)

House Committee on Natural Resources, Hearing on Outer Continental Shelf
Oil and Gas Strategy and Implications of the Deepwater Horizon Rig Explosion
(May 27, 2010) House Committee on Energy and Commerce, Subcommittee on
Energy and Environment, Hearing on Response Efforts to the Gulf Coast Oil
Spill (May 27, 2010)

House Committee on Energy and Commerce, Subcommittee on Oversight and
Investigations, Hearing on the Local Impact of the Deepwater Horizon Qil Spill
(June 7, 2010)

House Committee on Energy and Environment, Hearing on Beneath the Surface
of the BP Spill: What's Happening Now, What’s Needed Next (June 9, 2010)

House Committee on Energy and Commerce, Subcommittee on Energy and the
Environment, Hearing on The BP Oil Spill: Human Exposure and

Environmental Fate (June 10, 2010) et WY 20,29
266 21

House Committee on Natural Resourqas@ S’éﬁ’commlttee on Insular Affairs,
Oceans and Wildlife, Oveggggh'ﬂ I—“\earlng on Our Natural Resources at Risk: The
Short and Loqgﬁmerﬁelmpacts of the Deepwater Horizon Oil Spill

(Juned0" 2610)

House Committee on Energy and Commerce, Subcommittee on Energy and
Environment, Hearing on Drilling Down on America’s Energy Future, Safety
Security and Clean Energy (June 15, 2010)

House Committee on Natural Resources, Subcommittee on Insular Affairs,
Oceans and Wildlife, Hearing on Ocean Science and Data Limits in a Time of
Crisis: Do NOAA and Fish and Wildlife Service Have the Resources to
Respond? (June 15, 2010)

House Committee on Energy and Commerce, Subcommittee on Health, Hearing
on Health Impacts of the Deepwater Horizon Oil Spill (June 16, 2010)

House Committee on Energy and Commerce, Subcommittee on Oversight and
Investigation, The Role of BP in the Deepwater Horizon Explosion and Oil Spill
(June 17, 2010)
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House Committee on Education and Labor, Hearing on Worker Health and
Safety Standards Related to the Oil Industry, Oil Rigs and Drilling
(June 23, 2010)

House Committee on Natural Resources Hearing, Hearing on State Planning for
Offshore Energy Development: Standards for Preparedness (June 24, 2010)

Senate Committee on Commerce, Science and Transportation Hearing
(May 18, 2010)

Senate Committee on Energy and Natural Resources Hearing (May 11, 2010)

Senate Committee on Environment and Public Works, Hearing on Economic
and Environmental Impacts of the Recent Oil Spill in the Gulf of Mexico
(May 11, 2010)

Senate Committee on Homeland Security and Governmental Affairs, Hearing

on the Gulf Coast Catastrophe: Assessing the Nation’s Response to the
Deepwater Horizon Qil Spill (May 17, 2010)

g,201°
Senate Committee on Commerce, Science and Techgql;egy“ Hearmg on
Potential Impacts of the Deepwater Ho\yzqyg}"@ﬁi’%plll on Marine and Coastal
Ecosystems (May 18, 2010) o deweh

(\e
Senate Comﬁt@é an Environment and Public Works, Hearing on Federal
Resﬁb?lse to the Recent Qil Spill in the Gulf of Mexico (May 18, 2010)
Senate Committee on Energy and Natural Resources Hearing (May 25, 2010)

Senate Committee on Environment and Public Works, Legislative Hearing on S.
3305, The Big Oil Bailout Prevention Liability Act of 2010 (June 9, 2010)

Senate Committee on Homeland Security and Governmental Affairs,
Subcommittee on State, Hearing on Local and Private Sector Preparedness and
Integration (June 10, 2010)

Senate Committee on Health, Education, Labor and Pensions, Hearing on the
Deepwater Horizon Oil Spill (June 15, 2010)

Senate Committee on Small Business Hearing (June 17, 2010)

Senate Committee on Energy and Natural Resources Hearing (June 24, 2010)
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Information Provided by the U.S. Coast Guard: Information provided by the U.S.
Coast Guard relating to the BP Oil Spill and oil spill statistics and information in relation
to the 1979 Cameche oil spill in Corpus Christi, Texas.

Documents Related to the Joint Investigation of the BP Oil Spill: Information
provided during the public hearings in the joint Coast Guard - BOEM investigation of the
causes of the BP oil spill, including but not limited to:

e Transcripts from USCG/BOEM Joint Investigation Public Hearings of
May 11 — May 12, 2010;

e Transcripts from USCG/BOEM Joint Investigation Public Hearings of
May 26 — May 29, 2010;

e Documents that have been made available in the course of the joint
investigation.

Notices to Lessees and Operators (NTLs): A review of information contained in, and
provided pursuant to, the following Notices to Lessees and Operators of Federal Oil and

Gas Leases in the Outer-Continental Shelf: -

9,29
oy 29,

e NTL No. 2010-NO05: Increased Safety Meas%géafcw“é?]ergy Development on

the OCS (effective June 8, 2010) ; Anco 1>
ue"
e NTL No. 201Q\| NQ(SeﬁFﬁf%rmatlon Requirements for Exploration Plans,
De\(glwﬁ?é'nt and Production Plans, and Development Operations

Coordination Documents on the OCS (effective June 18, 2010).

Economic Impact Analysis: Public records and internal memoranda analyzing the
economic effects of a six-month suspension in deepwater drilling in the Gulf of Mexico,
as well as the economic impacts of the oil spill on the local economy.

Hornbeck Litigation Materials: Court rulings, briefs, motions, declarations and other
materials submitted in connection with the Hornbeck litigation, including but not limited
to:

e The June 22, 2010, U.S. District Court Order and Reasons granting Motion for
Preliminary Injunction

e The June 22, 2010, U.S. District Court Order Prohibiting US from Enforcing
the Moratorium

e The July 7, 2010, Fifth Circuit Court Order Denying Motion to Stay Pending
Appeal
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July 10, 2010 Memorandum from BOEM Director Michael Bromwich to Secretary
Ken Salazar: Memo from BOEM Director Michael Bromwich to Secretary Salazar
entitled: “Options regarding the potential suspension of certain offshore drilling
activities and permitting on the Outer Continental Shelf.”

Other Information Regarding Deepwater Drilling or the BP Oil Spill including, but
not limited to:

Wood MacKenzie: Deepwater Horizon tragedy: near-term and long-term
implications in deepwater Gulf of Mexico;

Preliminary results of various investigations into the causes of the BP oil spill,
including BP’s own interim investigation briefings;

The Joint Industry Task Force Recommendations to Improve Offshore Safety
of Drilling & Completion Operations;

Memorandum: The Department of the Interior and MMS’s Economic
Analysis of the 6-Month Moratorium (June 14, 2010);

Memorandum from Dr. Marcia McNutt, Director of t(pg\)\u’zﬁtéa %tates
Geological Survey regarding “USGS Sup %MTWacondo Well Control and
Containment: Observations Regg\pd\nrﬁoTechmcal Problems with Deepwater

Efforts” (June 28, ZOJSQ)@QUQ
W \\deV

Ko
MMS E@onomlc Impact Assessment: Effects of Drilling Pause for 6 Months
(June 10, 2010);

Letter from Louisiana Governor Bobby Jindal to the President and the
Secretary of the Interior, June 2, 2010, summarizing LA Department of
Economic Development’s analysis of employment impacts;

Memorandum from BP Oil Spill Federal On-Scene Coordinator Rear Admiral
Watson to National Incident Command (June 16, 2010);

“Temporary Suspension of Certain Oil Spill Response Time Requirements to
Support Deepwater Horizon Oil Spill of National Significance Response.”
33 CFR 154, 155 and 40 CFR 112. (Sent to the Federal Register on

June 28, 2010);

Memorandum summarizing the activities of the Joint Industry Task Force to
Address Subsea Well Control and Oil Spill Response;

28



Memorandum entitled “Enhanced Industry Capability for Offshore
Operations” summarizing improvements in regulatory, safety and response
capabilities in the Gulf of Mexico;

Memorandum from Solicitor Hilary Tompkins entitled “Overview of Blowout
Causes;”

Memorandum from BOEM Deputy Director Walter Cruickshank to Tommy
Beaudreau entitled, “Relative Risk of Drilling Activities.”
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