HENRY A. WAXMAN, CALIFORNIA
CHAIRMAN

JOHN D. DINGELL, MICHIGAN

CHAIRMAN EMERITUS
EDWARD J. MARKEY, MASSACHUSETTS
RICK BOUCHER, VIRGINIA
FRANK PALLONE, Jr., NEW JERSEY
BART GORDON, TENNESSEE
BOBBY L. RUSH, ILLINOIS
ANNA G. ESHOO, CALIFORNIA
BART STUPAK, MICHIGAN
ELIOT L. ENGEL, NEW YORK
GENE GREEN, TEXAS
DIANA DEGETTE, COLORADO

VICE CHAIRMAN
LOIS CAPPS, CALIFORNIA
MIKE DOYLE, PENNSYLVANIA
JANE HARMAN, CALIFORNIA
JAN SCHAKOWSKY, ILLINOIS
CHARLES A. GONZALEZ, TEXAS
JAY INSLEE, WASHINGTON
TAMMY BALDWIN, WISCONSIN
MIKE ROSS, ARKANSAS
ANTHONY D. WEINER, NEW YORK
JiM MATHESON, UTAH
G.K. BUTTERFIELD, NORTH CAROLINA
CHARLIE MELANCON, LOUISIANA
JOHN BARROW, GEORGIA
BARON P. HILL, INDIANA
DORIS 0. MATSUI, CALIFORNIA
DONMA CHRISTENSEN, VIRGIN ISLANDS
KATHY CASTOR, FLORIDA
JOHN SARBANES, MARYLAND
CHRISTOPHER MURPHY, CONNECTICUT
ZACHARY T. SPACE, OHIO
JERRY MCNERNEY. CALIFORNIA
BETTY SUTTON, OHIO
BRUCE BRALEY, IOWA
PETER WELCH, VERMONT

Mr. Tony Hayward

ONE HUNDRED ELEVENTH CONGRESS

Conaress of the United States

House of Representatives

COMMITTEE ON ENERGY AND COMMERCE
2125 RayBURN Houste OFFICE BUILDING
WasHinGgTON, DC 20515-6115

energycommerce.house.gov

June 14, 2010

Chief Executive Officer

BP PLC

JOE BARTON, TEXAS
RANKING MEMBER

ROY BLUNT, MISSOURI

DEPUTY RANKING MEMBER
RALPH M. HALL, TEXAS
FRED UPTON, MICHIGAN
CLIFF STEARNS, FLORIDA
ED WHITFIELD, KENTUCKY
JOHN SHIMKUS, ILLINOIS
JOHN B. SHADEGG, ARIZONA
STEVE BUYER, INDIANA
GEORGE RADANOVICH, CALIFORNIA
JOSEPH R. PITTS, PENNSYLVANIA
MARY BONO MACK, CALIFORNIA
LEE TERRY, NEBRASKA
MIKE ROGERS, MICHIGAN
SUE WILKINS MYRICK, NORTH CAROLINA
JOHN SULLIVAN, OKLAHOMA
TIM MURPHY, PENNSYLVANIA
MICHAEL C. BURGESS, TEXAS
MARSHA BLACKBURN, TENNESSEE
PHIL GINGREY. GEORGIA
STEVE SCALISE, LOUISIANA
PARKER GRIFFITH, ALABAMA
ROBERT E. LATTA, OHIO

1 St. James’s Square
London SW1Y 4PD
United Kingdom

Dear Mr. Hayward:

We are looking forward to your testimony before the Subcommittee on Oversight and
Investigations on Thursday, June 17, 2010, about the causes of the blowout of the Macondo well
and the ongoing oil spill disaster in the Gulf of Mexico. As you prepare for this testimony, we
want to share with you some of the results of the Committee’s investigation and advise you of
issues you should be prepared to address.

The Committee’s investigation is raising serious questions about the decisions made by
BP in the days and hours before the explosion on the Deepwater Horizon. On April 15, five days
before the explosion, BP’s drilling engineer called Macondo a “nightmare well.” In spite of the
well’s difficulties, BP appears to have made multiple decisions for economic reasons that
increased the danger of a catastrophic well failure. In several instances, these decisions appear to
violate industry guidelines and were made despite warnings from BP’s own personnel and its
contractors. In effect, it appears that BP repeatedly chose risky procedures in order to reduce
costs and save time and made minimal efforts to contain the added risk.

At the time of the blowout, the Macondo well was significantly behind schedule. This
appears to have created pressure to take shortcuts to speed finishing the well. In particular, the
Committee is focusing on five crucial decisions made by BP: (1) the decision to use a well
design with few barriers to gas flow; (2) the failure to use a sufficient number of “centralizers™ to
prevent channeling during the cement process; (3) the failure to run a cement bond log to
evaluate the effectiveness of the cement job; (4) the failure to circulate potentially gas-bearing



Mr. Tony Hayward
June 14, 2010
Page 2

drilling muds out of the well; and (5) the failure to secure the wellhead with a lockdown sleeve
before allowing pressure on the seal from below. The common feature of these five decisions is
that they posed a trade-off between cost and well safety.

Well Design. On April 19, one day before the blowout, BP installed the final section of
steel tubing in the well. BP had a choice of two primary options: it could lower a full string of
“casing” from the top of the wellhead to the bottom of the well, or it could hang a “liner” from
the lower end of the casing already in the well and install a “tieback™ on top of the liner. The
liner-tieback option would have taken extra time and was more expensive, but it would have
been safer because it provided more barriers to the flow of gas up the annular space surrounding
these steel tubes. A BP plan review prepared in mid-April recommended against the full string
of casing because it would create “an open annulus to the wellhead” and make the seal assembly
at the wellhead the “only barrier” to gas flow if the cement job failed. Despite this and other
warnings, BP chose the more risky casing option, apparently because the liner option would have
cost $7 to $10 million more and taken longer.

Centralizers. When the final string of casing was installed, one key challenge was
making sure the casing ran down the center of the wellbore. As the American Petroleum
Institute’s recommended practices explain, if the casing is not centered, “it is difficult, if not
impossible, to displace mud effectively from the narrow side of the annulus,” resulting in a failed
cement job. Halliburton, the contractor hired by BP to cement the well, warned BP that the well
could have a “SEVERE gas flow problem” if BP lowered the final string of casing with only six
centralizers instead of the 21 recommended by Halliburton. BP rejected Halliburton’s advice to
use additional centralizers. In an e-mail on April 16, a BP official involved in the decision
explained: *it will take 10 hours to install them. ... I do not like this.” Later that day, another
official recognized the risks of proceeding with insufficient centralizers but commented: “who
cares, it’s done, end of story, will probably be fine.”

Cement Bond Log. BP’s mid-April plan review predicted cement failure, stating
“Cement simulations indicate it is unlikely to be a successful cement job due to formation
breakdown.” Despite this warning and Halliburton’s prediction of severe gas flow problems, BP
did not run a 9- to 12-hour procedure called a cement bond log to assess the integrity of the
cement seal. BP had a crew from Schlumberger on the rig on the morning of April 20 for the
purpose of running a cement bond log, but they departed after BP told them their services were
not needed. An independent expert consulted by the Committee called this decision “horribly
negligent.”

Mud Circulation. In exploratory operations like the Macondo well, wells are generally
filled with weighted mud during the drilling process. The American Petroleum Institute (API)
recommends that oil companies fully circulate the drilling mud in the well from the bottom to the
top before commencing the cementing process. Circulating the mud in the Macondo well could
have taken as long as 12 hours, but it would have allowed workers on the rig to test the mud for
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gas influxes, to safely remove any pockets of gas, and to eliminate debris and condition the mud
so as to prevent contamination of the cement. BP decided to forego this safety step and conduct
only a partial circulation of the drilling mud before the cement job.

Lockdown Sleeve. Because BP elected to use just a single string of casing, the Macondo
well had just two barriers to gas flow up the annular space around the final string of casing: the
cement at the bottom of the well and the seal at the wellhead on the sea floor. The decision to
use insufficient centralizers created a significant risk that the cement job would channel and fail,
while the decision not to run a cement bond log denied BP the opportunity to assess the status of
the cement job. These decisions would appear to make it crucial to ensure the integrity of the
seal assembly that was the remaining barrier against an influx of hydrocarbons. Yet, BP did not
deploy the casing hanger lockdown sleeve that would have prevented the seal from being blown
out from below.

These five questionable decisions by BP are described in more detail below. We ask that
you come prepared on Thursday to address the concerns that these decisions raise about BP’s
actions.

Background

BP started drilling the Macondo well on October 7, 2009, using the Marianas rig. This
rig was damaged in Hurricane Ida on November 9, 2009. As a result, BP and the rig operator,
Transocean, replaced the Marianas rig with the Deepwater Horizon. Drilling with the Deepwater
Horizon started on February 6, 2010.

The Deepwater Horizon rig was expensive. Transocean charged BP approximately
$500,000 per day to lease the rig, plus contractors’ fees.! BP targeted drilling the well to take 51
days and cost approximately $96 million.”

The Deepwater Horizon was supposed to be drilling at a new location as early as March
8,2010. In fact, the Macondo well took considerably longer than planned to complete. By
April 20, 2010, the day of the blowout, the rig was 43 days late for its next drilling location,
which may have cost BP as much as $21 million in leasing fees alone. It also may have set the
context for the series of decisions that BP made in the days and hours before the blowout.

! According to the terms of the contract, the daily rate would range from $458,000 in
March 2008 to $517,000 in September 2010. See Transocean, Transocean Fleet Update, fn. 11
(Apr. 13, 2010) (online at http://www.deepwater.com/fw/main/Fleet-Update-Report-58.html).

2 BP, GOM Exploration Wells MC 252 #1 — Macondo Prospect Well Information (Sept.
2009) (BP-HZN-CEC008714).

3 Testimony of Steve Tink, BP, Health, Safety and Environmental Manager, before the
U.S. Coast Guard/MMS Marine Board of Investigation (May 26, 2010).




































