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LEGISLATIVE HEARING ON DRAFT LEGISLA-
TION TO ESTABLISH IN THE DEPARTMENT
OF THE INTERIOR AN UNDER SECRETARY
FOR ENERGY, LANDS, AND MINERALS AND
A BUREAU OF OCEAN ENERGY, AN OCEAN
ENERGY SAFETY SERVICE, AND AN OFFICE
OF NATURAL RESOURCES REVENUE, AND
FOR OTHER PURPOSES.

Thursday, September 15, 2011
U.S. House of Representatives
Subcommittee on Energy and Mineral Resources
Committee on Natural Resources
Washington, D.C.

The Subcommittee met, pursuant to call, at 9:32 a.m. in Room
1324, Longworth House Office Building, the Hon. Doug Lamborn
[Chairman of the Subcommittee] presiding.

Present: Representatives Lamborn, Broun, Fleming, Rivera,
Duncan, Flores, Landry, Fleischmann, Hastings [ex officio], Holt,
Costa, Sarbanes, Tsongas, and Markey [ex officio].

Mr. LAMBORN. The Committee will come to order. We are going
to go ahead and start expeditiously here because we have votes
that are coming up fairly soon, and I want to make sure everyone
has their chance to give their testimony, if you are a witness, or
ask questions if you are a Member.

I believe that Ranking Member Holt should be here any minute,
and if necessary, we will just take him out of order for his opening
statement at a time that he prefers, if he is not here upon my close.

The Chairman notes the presence of quorum, which under the
Committee Rule 3(e) is two Members. The Subcommittee on Energy
and Mineral Resources is meeting today to hear testimony on a
discussion draft of a bill, yet to be numbered, by Representative
Hastings of Washington, to establish in the Department of the
Interior an Under Secretary for Energy, Lands, and Minerals and
a Bureau of Ocean Energy, an Ocean Energy Safety Service, and
an Office of Natural Resources Revenue, and for other purposes.

Under Committee Rule 4(f), opening statements are limited to
the Chairman and Ranking Member of the Subcommittee. How-
ever, I want to ask unanimous consent to recognize the author of
the legislation and full Committee Chairman, Doc Hastings, as well
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as Ranking Member Markey for opening statements. Hearing no
objection, so ordered.

I ask unanimous consent to include any other Members’ opening
statements in the hearing record if submitted to the clerk by close
of business today. Hearing no objection, so ordered.

I now recognize myself for five minutes.

STATEMENT OF HON. DOUG LAMBORN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF COLORADO

Mr. LAMBORN. Today we are considering a draft bill put forward
by our full Committee Chairman, Doc Hastings of Washington, to
reorganize the agencies currently tasked with ensuring the safe
and efficient development of our Nation’s offshore resources. The
Chairman’s bill separates the former Minerals Management Serv-
ice, MMS, into three distinct agencies with clearly defined mis-
sions.

Additionally, the bill establishes a new Under Secretary of En-
ergy, Lands, and Minerals, a bold, new idea that not only would
increase oversight, but also would elevate the importance of safe
and efficient energy development on our Nation’s public lands and
waters. The Bureau of Ocean Energy Management, Regulation and
Enforcement, BOEMRE, is finalizing their effort to reorganize oper-
ations by this October, a subject that this Subcommittee has al-
ready had an oversight hearing on in July.

However, Secretary Salazar has expressed the need for an or-
ganic act to establish these changes in statute with clear missions
and duties. As we review this proposal today, I would remind ev-
eryone that this legislation has not been formally introduced. It is
the intention of this Subcommittee to take full account of whatever
we learn from our witnesses today and other experts as we craft
a final bill.

We don’t take this task lightly. The formation of organic legisla-
tion for an agency must be conducted with careful attention to the
precedents of existing laws without bias, and paired with an under-
stanéling of the successes and failures at BOEMRE and the former
MMS.

Drafting an organic act is part of Congress’ solemn duty to pro-
vide oversight of Federal operations, and must include an expan-
sive understanding of the agencies as they operate now, and how
we want to improve their operations and accountability for future
generations.

This hearing is not about the merits of offshore energy develop-
ment. Rather, it is on how we can work together to ensure it is
done efficiently and safely, with the best return for the taxpayer.

On that note, I want to thank all of our witnesses for appearing
today. I hope you are full and fair analysis of the inner workings
of the BOEMRE will be of great help as we work together to arrive
at a final product.

[The prepared statement of Mr. Lamborn follows:]

Statement of The Honorable Doug Lamborn, Chairman,
Subcommittee on Energy and Mineral Resources

Today, we are considering a draft bill put forward by our Full Committee Chair-
man, Doc Hastings, to reorganize the agencies currently tasked with ensuring the
safe and efficient development of our nation’s offshore resources.
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The Chairman’s bill separates the former Minerals Management Service (MMS)
into three distinct agencies with clearly defined missions. Additionally, the bill es-
tablishes a new Under Secretary of Energy, Lands and Minerals—a bold new idea
that NOT ONLY would increase oversight, but ALSO would elevate the importance
of safe and efficient energy development on our nation’s public lands and waters.

The Bureau of Ocean Energy Management, Regulation, and Enforcement
(BOEMRE) is finalizing their effort to reorganize operations by this October—a sub-
ject that this Subcommittee has already had an oversight hearing on in July. How-
ever, Secretary Salazar has expressed the need for an organic Act to establish these
changes in statute, with clear missions and duties.

As we review this proposal today, I would remind everyone that this legislation
has not been formally introduced. It is the intention of this Subcommittee to take
full account of what we learn from our witnesses today and other experts as we craft
a final bill.

We don’t take this task lightly—the formation of organic legislation for an agency
must be conducted with careful attention to the precedence of existing laws without
bias, and paired with an understanding of the successes and failures at BOEMRE
and the former MMS.

Drafting an organic Act is part of Congress’s solemn duty to provide oversight of
federal operations, and must include an expansive understanding of the agencies as
they operate now—and how we want to improve their operations and accountability
for future generations. This hearing is not about the merits of offshore energy devel-
opment.

Rather, it is on how we can work together to ensure it is done efficiently and safe-
ly with the best return for the taxpayer. On that note I want to thank all of our
witnesses for appearing today—I hope your full and fair analysis of the inner work-
ing(si of the BOEMRE will be of great help as we work together to arrive at a final
product.

Mr. LAMBORN. And I am sure that Representative Holt will be
here momentarily. He will be able to offer an opening statement at
a time of his choosing, at any time after he arrives.

Next, I would like to recognize the bill author and full Committee
Chairman, Doc Hastings of Washington for five minutes for his
opening statement.

STATEMENT OF HON. DOC HASTINGS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF WASHINGTON

Mr. HASTINGS. Thank you, Mr. Chairman, and thank you very
much for holding this hearing on my legislation to reorganize the
Interior Department’s offshore energy agencies. The Administration
has already taken important steps in this process. The Interior De-
partment abolished the Minerals Management Service and formed
the Bureau of Ocean Energy Management, Regulations and En-
forcement, or BOEMRE. Next month, it will be formally be sepa-
rated into three distinct offices.

While the department is making progress, there has long been
bipartisan recognition, including from Secretary Salazar, of the
need for organic legislation to codify these changes into law. The
stakes are high, and we must ensure the reforms are done right.
Millions of jobs, our economy, and energy security are all on the
line. Reforms must increase accountability, improve efficiency, pro-
mote safety, and ensure the highest ethical standards of employees.

In July, I introduced draft legislation that builds on the reforms
already underway by the Administration. These reforms will help
expand American energy production in order to protect and create
American jobs, grow the economy, and lower energy costs, while at
the same time ensuring that all activity is conducted with proper
oversight.
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Much like the Administration has done, my proposal would offi-
cially abolish the MMS and create three separate agencies, each
with clearly defined missions. First, the Bureau of Ocean Energy
would be responsible for the planning, leasing, and environmental
work associated with offshore energy production. Its primary focus
will be ensuring a robust, responsible process for harnessing off-
shore energy. This includes oil, natural gas, and renewable energy.

Second, the Ocean Energy Safety Service would be responsible
for permitting, safety, and inspections. Both of these agencies
would be overseen by an Assistant Secretary of Ocean Energy and
Safety.

The third is the Office of Natural Resources Revenue, which
would be responsible for all royalty and revenue collections for both
onshore and offshore energy production. It would be independent
from the other two agencies, and overseen by the existing Assistant
Secretary.

In order to elevate the role of American energy production within
the Interior Department, my proposal will establish an Under Sec-
retary of Energy, Land, and Minerals. This new position would be
appointed by the President and oversee both offshore and onshore
energy production. Establishing this new position would increase
accountability to the American people, and help ensure all separate
agencies work together toward a common goal of increased produc-
tion on all types of American energy on our Federal land and
waters.

The proposal also makes a number of reforms to promote safety
and high ethical standards. So I am more interested in working
with the Administration on this proposal, which as the Chairman
noted is still in draft form, and I look forward to hearing from Di-
rector Bromwich today. With that, I yield back, Mr. Chairman, and
thank you for the courtesy.

[The prepared statement of Mr. Hastings follows:]

Statement of The Honorable Doc Hastings, Chairman,
Committee on Natural Resources

Thank you Chairman Lamborn for holding this hearing today on my draft legisla-
tion to reorganize the Interior Department’s offshore energy agencies.

The Administration has already taken important steps in this process. The Inte-
rior Department abolished the Minerals Management Service (MMS) and formed
the Bureau of Ocean Energy Management, Regulations and Enforcement
(BOEMRE). Next month it will formally be separated it into three distinct offices.

While the Department is making process, there has long been bipartisan recogni-
tion, including from Secretary Salazar, of the need for organic legislation to codify
these changes into law.

The stakes are high and we must ensure that reforms are done right. Millions
of jobs, our economy, and energy security are all on the line. Reforms must increase
accountability, improve efficiency, promote safety and ensure the highest ethical
standards of employees.

In July, I introduced draft legislation that builds on the reforms already under-
way by Administration. These reforms will help expand American energy production
in order to protect and create American jobs, grow the economy and lower energy
costs, while ensuring that all activity is conducted with proper oversight.

Much like the Administration has done, my proposal would officially abolish the
MSS and create three separate agencies—each with very clearly defined missions.

First, the Bureau of Ocean Energy would be responsible for the planning, leasing
and environmental work associated with offshore energy production. Its primary
focus will be ensuring a robust and responsible process for harnessing offshore en-
ergy. This includes oil, natural gas and renewable energy.
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Second, the Ocean Energy Safety Service would be responsible for permitting,
safety and inspections.

Both of these agencies would be overseen by an Assistant Secretary of Ocean En-
ergy and Safety.

The third is the Office of Natural Resources Revenue, which would be responsible
for all royalty and revenue collection for both onshore and offshore energy produc-
tion. It would be independent from the other two agencies and overseen by the exist-
ing Assistant Secretary.

In order to elevate the role of American energy production within the Interior De-
partment, my proposal would establish an Under Secretary of Energy, Land and
Minerals. This new position would be appointed by the President and oversee both
offshore and onshore energy production.

Establishing this new position would increase accountability to the American peo-
ple and help ensure all the separate agencies work together towards the common
goal of increased production of all types of American energy on our federal lands
and waters.

The proposal also includes a number of reforms to promote safety and high ethical
standards.

I'm interested in working with Administration on this proposal, which is why it’s
still in draft form, and look forward to hearing from Director Bromwich today.

Mr. LAMBORN. OK, and thank you. And whenever Ranking Mem-
ber of the full Committee, Representative Ed Markey of Massachu-
setts, ﬁarrives, then he will be able to make an opening statement
as well.

We will now hear from our witnesses, and I want to invite for-
ward The Honorable Michael Bromwich, Director of the Bureau of
Ocean Energy Management, Regulation and Enforcement. Like all
of our witnesses, your written testimony will appear in full, so I
ask you to confine your oral statement to five minutes, as outlined
in our invitation letter.

Our microphones are not automatic, so you have to press the but-
ton to start. And I know you know how that works. So, Director
Bromwich, you may begin. Thank you for being here.

STATEMENT OF THE HON. MICHAEL BROMWICH, DIRECTOR,
BUREAU OF OCEAN ENERGY MANAGEMENT, REGULATION
AND ENFORCEMENT

Mr. BRomwicH. Thank you very much, Mr. Chairman, Chairman
Hastings. I apologize for being a couple of minutes late because of
the traffic. I appreciate very much the opportunity to be here today
to testify about our reorganization of the former Minerals Manage-
ment Service, and about the draft discussion legislation that the
Chairman issued on July 25th.

We believe that our offshore regulatory function should be memo-
rialized in organic legislation. And therefore, we are very much en-
couraged by this Committee’s interest in moving forward with such
legislation. In many significant respects, the draft legislation is
consistent with the organization that we have designed and have
already substantially implemented.

However, there are some significant differences that we believe
run counter to the fundamental objectives of the reorganization and
would present operational risks that would interfere with the time-
ly and efficient review of exploration and development plans and
drilling permits.

For the past 15 months, we have been working hard on a number
of fronts, as I think you know, to restore the public’s confidence in
the regulation and oversight of offshore drilling, to raise the stand-
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ards for drilling and workplace safety, and to reorganize the agency
so as to allow for proper focus on the three separate important mis-
sions of the former MMS.

As I think you know, we completed the first step of the reorga-
nization on October 1 of last year, when the revenue collection arm
of the former MMS was moved to a different part of the Interior
Department. Effective October 1 of this year, we will separate the
former MMS’ resource management and leasing functions from its
safety and environmental enforcement responsibilities by estab-
lishing the Bureau of Ocean Energy Management, or BOEM, and
the Bureau of Safety and Environmental Enforcement, or BSEE.

This change is designed to separate the promotion of offshore
energy development through leasing and plan approval decisions,
which will be in BOEM, and the responsibility for ensuring that
offshore operations are conducted safely and with appropriate pro-
tection for the environment, which will be in BSEE.

The structure and functions of BOEM and BSEE are the result
of a thorough and rigorous analysis undertaken with great care
since last summer. We have received advice from leading experts
in government transformations. We discussed the rationale and de-
sign of the reorganization with employees throughout BOEMRE
and received their input.

The structure we have adopted and are in the final stages of im-
plementing was chosen from an array of alternatives and options
we considered, and it is in general alignment with the rec-
ommendations of the National Commission on the BP oil spill after
its months of independent review of these issues.

By contrast, the draft discussion legislation would assign the
safety authority, which is generally similar to BSEE, responsibility
for, and I am quoting from the discussion draft, ‘the processing of
permits, exploration plan, and development plans,” unquote.

This proposal represents essentially a division of functions be-
tween BOEM and BSEE on the basis of whether the activities are
pre-lease or post-lease. This is an alternative structure that we
thoroughly analyzed in designing our reorganization. We ultimately
determined that a pre-lease/post-lease organizational structure was
not appropriate, and would be counter-productive.

Among other things, it would create serious operational and bu-
reaucratic risks for the timely and efficient processing of explo-
ration and development plans. It would involve BSEE in resource
management issues, including environmental analyses with respect
to plans, which would establish overlapping and potentially con-
flicting areas of responsibility and environmental analysis.

In short, we are concerned it would create serious risks of bu-
reaucratic paralysis. Therefore, we believe the organizational struc-
ture suggested in the draft discussion legislation has the potential
to slow down the timely and efficient review of proposed offshore
energy projects.

Our personnel and/or our external advisors reached broad con-
sensus that the structure we are implementing was preferable to
a pre-lease/post-lease division because it would enhance efficiency
and reduce duplication.

We have laid the groundwork for far-reaching organization
change. The success of our reforms now depends in large part on
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providing the new agencies with the financial resources, the tools,
the training, and the culture to be effective. As we have discussed
previously, improving the safety of offshore drilling and the effec-
tiveness of government oversight of this inherently risky activity
will require a substantial infusion of resources into the offshore
regulator.

I thank you very much for your time and attention, and I am
happy to answer your questions.

[The prepared statement of Director Bromwich follows:]

Statement of Michael R. Bromwich, Director, Bureau of Ocean Energy
Management, Regulation and Enforcement, United States Department of
the Interior

Mr. Chairman and members of the Committee, I appreciate the opportunity to be
here today to testify about our progress in reorganizing the former Minerals Man-
agement Service (MMS) and about the draft discussion legislation that the Chair-
man issued on July 25, which contains certain proposals regarding the organization
of the Department of the Interior (DOI) as well as of the new Bureaus that will re-
place MMS.

Because the Secretary believes that our offshore regulatory functions should be
memorialized in organic legislation, we are encouraged by this Committee’s interest
in moving forward with such legislation. We have carefully reviewed the draft dis-
cussion legislation. In many significant respects it is consistent with the organiza-
tion that we have designed, and have already substantially implemented. However,
there are some significant differences that, we believe, run counter to the funda-
mental objectives of the reorganization and would present operational risks that
would impede the timely and efficient review of offshore exploration and develop-
ment plans and drilling permits.

We look forward to continuing to work with the Committee on any final legisla-
tion that may be introduced. In my testimony today, I will describe in detail the
reorganization that we have designed and nearly completed, which will be effective
on October 1. I will also discuss the concerns that we have regarding certain aspects
of the draft discussion legislation. We appreciate the Committee’s general support
for the significant structural changes we are implementing with respect to the regu-
lation and oversight of the nation’s offshore energy resources. The development of
these resources is critical to the country’s economy and its energy and national secu-
rity, and we believe the reorganization of the former MMS is a fundamental reform
necessary to ensuring that this development continues and that it is done safely and
responsibly.

I. The Imperative of Reorganization

More than fifteen months ago, on May 19, 2010, Secretary of the Interior Ken
Salazar issued a Secretarial Order announcing his intention to reorganize the
former MMS and to divide its three principal missions into three separate entities
with clearly defined missions. As Secretary Salazar said at the time, “The employees
of the MMS deserve an organizational structure that fits the missions they are
asked to carry out. With this restructuring, we will bring greater clarity to the roles
and responsibilities of the Department while strengthening oversight of the compa-
nies that develop energy in our nation’s waters.”

Secretary Salazar’s decision reflected the fact that from its creation in 1982 by
secretarial order, MMS had been responsible for three distinct missions—overseeing
offshore resource development, collecting royalties and revenues from onshore and
offshore oil and gas exploration and production, and enforcing safety and environ-
mental regulations. The problem with those important and complex missions being
undertaken by a single agency should have been apparent from the outset, but a
single agency continued to be responsible for those three related but quite dif-
ferent—and sometimes conflicting—missions over the course of 28 years.

A month after that announcement, I became the Director of the Bureau of Ocean
Energy Management, Regulation and Enforcement (BOEMRE), the agency that re-
placed MMS while the reorganization was being implemented. Over the past fifteen
months, we have been working hard on a number of fronts—to restore the public’s
confidence in the regulation and oversight of offshore drilling, to raise the standards
for drilling and workplace safety, and to reorganize the agency so as to allow for
proper focus on the three separate, important missions of the former MMS.
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The reorganization of the former MMS is designed to remove those conflicts by
separating missions across the three new agencies and providing each of the new
agencies with the clarity of mission and new resources necessary to fulfill its regu-
latory responsibilities. We are designing and implementing these organizational
changes while respecting the crucial need for information-sharing and the other
links among the functions of the former MMS. Recognizing and respecting these
operational issues is essential to ensuring that the regulatory processes related to
offshore leasing, plan approval, and permitting continue to work smoothly and
seamlessly.

The reorganization has been central to our thinking about reforming the former
MMS throughout my tenure. The logic of the reorganization—and its broad out-
lines—have been subsequently validated by various outside entities that have stud-
ied the agency, including the National Commission on the BP Deepwater Horizon
Oil Spill and Offshore Drilling (the Commission). The Commission found that
MMS—with its competing and sometimes conflicting missions and due to a chronic
lack of resources—could not keep pace with the challenges of overseeing industry
operating in U.S. waters.

II. The New Agencies

The first step of the reorganization was completed on October 1 of last year, when
the revenue collection arm of the former MMS was moved to a different part of the
Interior Department with reporting responsibilities and a chain of command com-
pletely separate and distinct from the onshore and offshore regulators. The estab-
lishment of this new agency—the Office of Natural Resource Revenue (ONRR)—was
a crucial first step that addressed one of the fundamental conflicts—between rev-
enue collection and the offshore regulator’s resource development and safety respon-
sibilities—that plagued the former MMS. The draft discussion legislation endorses
the establishment of ONRR, as did the Commission.

We have also announced that effective October 1 of this year, we will separate
the former MMS’s resource management and leasing functions from its safety and
environmental enforcement responsibilities by establishing the Bureau of Ocean En-
ergy Management (BOEM) and the Bureau of Safety and Environmental Enforce-
ment (BSEE). This change is designed to separate the remaining distinct missions
that existed within the former MMS—the promotion of offshore energy development
through leasing and plan approval decisions, and the responsibility for ensuring
that offshore operations are conducted safely and with appropriate protection for the
environment. We believe that the separation of these missions is essential to reform-
ing the government’s oversight of energy development in our country’s oceans. Dur-
ing the interim period, these functions have been performed by BOEMRE.

BOEM will be responsible for promoting and managing the development of the na-
tion’s offshore resources, including oil, gas and renewable resources. This mission
involves ensuring that the nation’s offshore energy resources are made available for
economically sound development with appropriate protections for the environment.
The structure that we have developed and that we will complete implementing in
approximately two weeks ensures that effective reviews of the environmental im-
pacts of proposed projects in our oceans are closely analyzed and well-understood;
that these impacts are given appropriate weight during decision-making related to
resource management; and that the appropriate balance is struck. These processes
must be both rigorous and efficient so that operations can go forward in a timely
way and with confidence that appropriate steps to mitigate potential environmental
effects are taken. Within BOEM, we have created the senior position of Chief Envi-
ronmental Officer, who will be responsible for ensuring that environmental concerns
are appropriately balanced in leasing and planning decisions and for coordinating
and promoting scientific research relative to our oceans.

BSEE will be responsible for overseeing the safety and environmental and regu-
latory compliance of offshore oil and gas and renewable energy operations. The func-
tions of BSEE include oil and gas permitting, facility inspections, development of
regulations and standards, safety research, field operations, environmental compli-
ance and enforcement, review of operator oil spill response plans, production and
development conservation, and operating a national training center.

By establishing BSEE as the offshore safety authority, we are separating resource
management from safety oversight. This will provide the engineers who review per-
mit applications and the inspectors who ensure compliance with our workplace and
drilling safety regulations with greater independence, more budgetary autonomy,
and clearer mission focus. The mission of BSEE will be to independently and rigor-
ously enforce safety and environmental regulations. Our goal is to create a tough-
minded, but fair, regulator that can effectively keep pace with the risks of offshore
drilling and will promote the development of a safety culture in offshore operators.
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We are establishing within BSEE a new environmental compliance and enforcement
function, which never existed in the former MMS. Through BSEE, we also will es-
tablish the review and enforcement of oil spill response plans as an area of national-
level focus and oversight in order to foster better coordination with other federal
agencies involved in oil spill response, including the U.S. Coast Guard and the Na-
tional Oceanic and Atmospheric Administration.

The structure and functions of BOEM and BSEE are the result of a thorough and
rigorous analysis undertaken with great care since last summer. We were deter-
mined to address the structural and mission conflict issues that existed in the
former MMS and to plan for the orderly establishment of the new agencies. We have
worked with and received advice from leading experts in government trans-
formations. We have also examined closely the offshore regulatory regimes of other
nations, including those of the United Kingdom and Norway, which underwent simi-
lar reforms following their own offshore accidents. A central aspect of designing
these new Bureaus—and of ensuring that we can implement these changes while
minimizing the disruptions to BOEMRE’s daily operations—has been the deep and
continuing involvement of BOEMRE career personnel. We discussed the rationale
and design of the reorganization with employees throughout BOEMRE and received
their input; we collected and analyzed data relating to the Bureau’s processes, sys-
tems and regulatory metrics; and we developed a number of alternative models and
options, which we discussed with BOEMRE career leadership, for restructuring and
reforming the Bureau.

We also considered the recommendations of the Commission, which conducted its
own thorough analysis of these issues and recommended a structure that generally
affirmed the structure of BOEM and BSEE we have designed. In particular, the
Commission recommended that BOEM conduct reviews of offshore exploration and
development plans, including the environmental reviews associated with the evalua-
tion of those plans, while the safety authority, BSEE, be responsible for the engi-
neering and safety reviews involved in permitting specific well operations, including
drilling. This is the same functional design and organizational structure that we
have developed and are in the final stages of implementing with respect to BOEM
and BSEE.

By contrast, the draft discussion legislation would assign the safety authority,
which is generally similar to BSEE, but is called the “Ocean Energy Safety Service,”
responsibility for “the processing of permits, exploration plan, [and] development
plans.” This proposal represents essentially a division of functions between BOEM
and BSEE on the basis of whether the activities are pre-lease or post-lease. This
is an alternative structure that we thoroughly analyzed, in consultation with organi-
zational experts and our career leadership, in designing our reorganization.

We ultimately determined that a “pre-lease/post-lease” organizational structure
was not appropriate and would be counter-productive because it would blur the mis-
sion focus of the new agencies, defeating a fundamental goal of the reorganization,
and create operational and bureaucratic risks for the timely and efficient processing
of exploration and development plans. Specifically, we have designed BOEM as the
resource manager responsible for overseeing the sensible development of offshore
energy resources, including assessment of the environmental effects of exploration
and development plans. BSEE is designed to be focused on the engineering and safe-
ty issues related to specific well operations.

A pre-lease/post-lease structure would involve BSEE in resource management
issues, including environmental analyses with respect to exploration and develop-
ment plans, which would establish overlapping, and potentially conflicting, areas of
responsibility and environmental analysis and create risks of bureaucratic paralysis.
Therefore, we believe the organizational structure suggested in the draft discussion
legislation has the potential to impair the timely and efficient review of proposed
offshore energy projects. During the course of our analysis of the appropriate struc-
ture of the new agencies, our personnel reached broad consensus that the structure
we are implementing was preferable to a pre-lease/post-lease division because it
would enhance efficiency and reduce duplication.

DOI also has major concerns about the Department-level organizational changes
proposed in the draft discussion legislation, which would create two new Presi-
dential appointees within the Department of the Interior—a new Under Secretary
for Energy, Lands, and Minerals, and a new Assistant Secretary of Ocean Energy
and Safety—and reorganize the reporting structure of the Department. The Assist-
ant Secretary for Land and Minerals Management would no longer report to the
Secretary of the Interior through the Deputy Secretary, but would instead report,
along with the new Assistant Secretary of Ocean Energy and Safety, to the new
Under Secretary for Energy, Lands, and Minerals. This represents a marked depar-
ture from the structure of most other Executive Branch departments, nearly all of
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which have moved to a structure in which the Deputy Secretary has statutory re-
sponsibility as the Chief Operating Officer with responsibility for all activities with-
in the Department. The proposal would add a duplicative layer of bureaucracy that
would unnecessarily and inappropriately narrow the responsibilities of the Deputy
Secretary of the Interior. The creation of the new Under Secretary position and re-
moval of such a large component of the Department’s mission from the supervision
of the Deputy Secretary is unnecessary and would create additional layers with
higher administrative costs at a time when we are looking to find efficiencies.

II1. Related Reforms

New structures and clear missions are essential to establishing agencies that will
be effective in managing the environmentally-responsible development of outer con-
tinental shelf (OCS) resources and overseeing the safety of offshore operations. But
true reform requires a fundamental change in an organization’s culture. Therefore,
in addition to making structural changes by establishing BOEM and BSEE, we are
working to change the way the former MMS does business. I'll describe below sev-
eral of the changes we already have made.

In recent years there have been episodes of conflict of interest involving MMS per-
sonnel. Last year, we issued a tough new recusal policy. Employees in our district
offices, where our inspections and permitting functions reside, must notify their su-
pervisors about any potential conflict of interest and request to be recused from per-
forming any official duty in which such a potential conflict exists. For example, our
inspectors now are required to recuse themselves from performing inspections of the
facilities of former employers. Also, our inspectors must report any attempt by in-
dustry or by other BOEMRE personnel to inappropriately influence or interfere with
their duties. We will soon be issuing a broader version of the policy that applies
these ethical standards across the agency. This policy presents operational chal-
lenges for some of our district offices in the Gulf region, which are located in small
communities where the primary employers are offshore companies. However, the
need for tough rules defining the boundaries between regulators and the regulated
is both compelling and necessary. These rules are necessary to assure the public
that our inspections and enforcement programs are effective, aggressive, and inde-
pendent. Already we have evidence that these new rules are being followed. In an
internal review conducted by the agency, we found more than 50 instances from
September 2010 through April 2011 in which our inspectors in the Gulf of Mexico
appropriately recused themselves from a specific assignment in compliance with the
policy. In short, the policy is working.

We also have established within BOEMRE a new Investigations and Review Unit
(IRU), which is comprised of a team of professionals with investigative and law en-
forcement backgrounds. The mission of the IRU is to promptly and credibly respond
to allegations or evidence of misconduct and unethical behavior by Bureau employ-
ees; pursue allegations of misconduct by oil and gas companies involved in offshore
energy projects; and provide the Bureau with the ability to respond swiftly to
gmerging issues and crises, including significant incidents such as spills and acci-

ents.

The draft discussion legislation would require the Secretary of the Interior to per-
sonally certify on an annual basis that DOI employees are in full compliance with
all federal ethics laws and regulations. We are unaware of any similar requirement
for any other Cabinet officer. DOI believes that imposition of this certification re-
quirement on the Secretary is both unrealistic and inappropriate. The best and most
effective approach to ensuring ethical conduct by public employees is to establish
clear rules and standards, train employees about the rules, establish means to en-
force compliance, and appropriately punish violators. With respect to BOEMRE, for
example, these are the very reasons we have implemented the tough new recusal
policy and established the IRU—to set high standards for ethical conduct and estab-
lish the capacity to investigate potential violations and impose discipline if wrong-
doing occurs.

As part of our broad and continuing reform efforts, and as an integral part of the
reorganization, we have created a number of implementation teams that have been
hard at work for many months and are the central organizational focus for our ef-
forts to analyze critical aspects of BOEMRE'’s structures, functions, and processes.
These teams are necessary in their own right, but they are also a central part of
our reorganization efforts. These teams are considering the various recommenda-
tions for improvement that we have received from several sources, including the
Commission, the National Academy of Engineering, and the Offshore Safety Over-
sight Board commissioned by Secretary Salazar. These teams are laying the founda-
tions for lasting change to the way the country’s offshore regulator does business.

The key areas and issues that these teams are working on include:
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Permitting. We have a team devoted to reviewing and improving BOEMRE’s drill-
ing permit review and approval process. This process is central to ensuring that pro-
posed drilling operations will be conducted safely. This review and evaluation proc-
ess must be rigorous, but it must also be efficient so that proposed operations are
not unduly delayed by the process. This team has been working on plans to address
the permitting workload in light of current resources. The team is also developing
a comprehensive handbook of policies and practices. This handbook will be designed
to assist permit reviewers in carrying out their responsibilities and ensure greater
consistency across our offices and clarity for industry.

We have been in constant communication with industry representatives and indi-
vidual operators about our permitting process, and we have already addressed spe-
cific issues with our plan approval and permitting processes. These changes include
issuing two guidance documents to provide clarity regarding the steps in our permit-
ting process and the requirements that must be satisfied to meet our standards;
issuing a permitting checklist so that operators can confirm their drilling permit ap-
plications are complete before they submit them, thus minimizing the need to return
applications because necessary information is missing; and the development of infor-
mation technology solutions to improve the efficiency of our processes while pro-
viding operators with greater transparency into the status of the permit applica-
tions. We also are conducting outreach programs with industry to discuss the reor-
ganization, answer questions, and ensure that the transition to BOEM and BSEE
proceeds as smoothly as possible. In fact, we held a well-attended, all-day workshop
on permitting issues in New Orleans two weeks ago.

Inspections. We have several teams that are focused on the various discrete issues
associated with developing effective, risk-based approaches to our offshore inspec-
tions programs. Among other things, these teams are focusing on:

e Analysis of alternative organizational structures, development of risk-based

inspections programs that target risks posed by specific types of operations,
the appropriate distribution of inspections personnel throughout the organiza-
tion, and internal management and oversight structures.
Defining near- and long-term strategies for inspecting industry compliance
with safety and environmental regulatory requirements, including the en-
hanced safety standards imposed by the Drilling Safety Rule that we issued
last fall. We are also developing the infrastructure, and will be recruiting the
expert personnel necessary, to conduct real-time monitoring of the highest
risk operations, such as deepwater drilling operations. I have visited nearly
a dozen facilities in the Gulf of Mexico over the last several months to learn
about the new technologies being employed by the oil and gas industry, and
to evaluate how they might be used by the Bureau.
Developing training programs and curricula for inspectors, supervisory in-
spectors, and engineers involved in BOEMRE’s safety compliance and enforce-
ment programs. BOEMRE recently established the National Offshore Train-
ing Center and we have developed the agency’s first formal training cur-
riculum, which has been piloted with new BOEMRE inspectors. An initial in-
troductory course for new inspectors was recently held for 13 new BOEMRE
inspectors. In the coming months, 24 additional courses will be developed cov-
ering specific areas of offshore inspections. We have hired an exceptionally
highly-qualified training director, who will have the responsibility to further
develop the Bureau’s training policies, procedures, and programs and improve
the technical and professional capabilities of offshore inspections and compli-
ance personnel.

e Examining how to provide our personnel with better inspections and enforce-
ment tools, including technological solutions, for increasing inspections cov-
erage and efficiency, and for improving the Bureau’s ability to conduct real-
time monitoring of offshore drilling activities. We are evaluating the in-
creased use of laptop computers and digital tablets by inspectors and environ-
mental enforcement personnel. We are also analyzing the potential of satellite
imagery, e-inspections software, and live data feeds from offshore facilities to
enhance our inspections capacity and effectiveness.

¢ Designing an oversight program for reviewing and evaluating operators’ com-
pliance with new safety performance requirements. We have introduced, for
the first time in the U.S. offshore regulatory system, performance-based
standards for the identification of safety and environmental risks and the de-
velopment of systems and personnel requirements to address those risks.
These performance standards are embodied in our Workplace Safety Rule,
otherwise known as the Safety and Environmental Management Systems or
SEMS rule, that we issued last fall.
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Regulatory Enforcement. We are evaluating the adequacy of the enforcement tools
available to us—including the system for documenting and tracking incidents of
non-compliance with prescriptive regulations, the adequacy and use of civil pen-
alties, the process for evaluating operator qualifications, and the system for sus-
pending or debarring unsafe operators. We are reviewing potential gaps in our regu-
lations, including a thorough review of the regulatory standards used by other coun-
tries. We are also looking for ways to enhance the civil penalties available for viola-
tions of BOEMRE'’s safety and environmental regulations, although our view is that
legislation is required to make those more meaningful. The current enforcement
framework, which permits maximum fines of only $40,000 per day, per incident, is
patently inadequate to deter violations in an environment where drilling operations
can cost more than a million dollars a day.

Environmental Compliance and Enforcement. We have a team that is focused on
designing new inspections and enforcement programs relating to environmental
compliance, which has not existed to this point in the agency. This team is devel-
oping staffing plans, analyzing support requirements, and designing systems for ob-
taining information necessary to support environmental enforcement. We have se-
lected a highly-qualified person to head this program.

Incident Investigations. We have an Incident Investigations team that is, among
other things, evaluating and developing investigative procedures relating to specific
categories of accidents and incidents, including industrial accidents on rigs and plat-
forms, such as fires and spills. We are identifying the types of expertise necessary
to support BOEMRE’s investigations programs, and designing systems for tracking
the status of investigations, the imposition of sanctions based on investigative find-
ings, and the implementation of improvements to safety and environmental regula-
tions and practices recommended as a result of investigations.

Oil Spill Response. We have a team that is conducting a comprehensive review
of spill response and the adequacy of operators’ oil spill response plans (OSRPs).
This team is working closely with the U.S. Coast Guard and other federal agencies
on developing enhanced spill response plans and more effective reviews of those
plans in light of lessons learned from the Deepwater Horizon oil spill response.

Finally, changing the culture of the former MMS and establishing BOEM and
BSEE as vigorous and effective regulators will require the infusion of new blood into
the organizations. Although BOEMRE has many devoted and competent public serv-
ants, we recognize that the former MMS lacked sufficient expertise and capacity in
certain areas related to safety oversight. Moreover, the sweeping reforms in culture
and process that we are pursuing necessitate, almost by definition, new energy,
fresh talent, and new ways of thinking. Therefore, we have conducted nationwide
searches to identify talented personnel to fill many of the key senior positions in
the new BOEM and BSEE and have selected people from outside the agency to fill
a number of key roles. We also are engaged in an aggressive recruitment campaign
to hire new engineers, inspectors, scientists and other experts into the Bureau.

As you may know, I launched a recruitment campaign last fall to expand the Bu-
reau’s field of inspectors and engineers—receiving more than 500 applications in
two weeks. As we increase our inspection staff, we will begin to use multiple-person
inspection teams for many offshore oil and gas inspections, starting with the most
complex operations. This internal process improvement will improve oversight and
help ensure that offshore operations proceed safely and responsibly. The new proc-
ess will allow teams to inspect multiple operations simultaneously and thoroughly,
and enhance the quality of inspections on larger facilities.

I also visited a dozen top universities across the country in April 2011 to expand
the number of environmental scientists and other subject matter experts in the
agency. BOEMRE is hiring scientists to do work in fields that include environ-
mental studies, National Environmental Policy Act (NEPA) review, and environ-
mental compliance—all of which are critical to the balanced development of offshore
resources. We received more than 2,000 applications during and since the six week
tour.

All of these measures will help us ensure the rigorous and independent oversight
of offshore drilling.

IV. 2012 Funding

As described above, we have laid the groundwork for far-reaching organizational
change. The success of our reforms now depends in large part on providing the new
agencies with the financial resources, tools, training and culture to be effective. Im-
proving the safety of offshore drilling and the effectiveness of government oversight
of this inherently risky activity will require a substantial infusion of resources into
the offshore regulator.
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As detailed in the Commission’s Report, MMS lacked the resources necessary to
provide the rigorous and effective oversight of offshore oil and gas activity that is
necessary. This weakness became more significant as industry continued its pursuit
of higher-risk projects in deepwater and other frontier areas such as the Arctic. We
agree with the Commission’s strong recommendation for a substantial increase in
the resources devoted to government oversight of offshore activities because an effec-
tive regulator is so clearly in the public’'s—and in industry’s—interests.

With this in mind, I urge Congress to carefully consider the Interior’s FY 2012
appropriations bill, which was passed by the House Appropriations Committee this
summer. The bill’s budget allocation falls short of providing the full funding re-
quired to implement the reorganization of the agency and inadequately funds the
operational capacity required to implement all of our necessary and far-reaching re-
forms. The appropriations bill does not provide the requested increase in offshore
inspection fees of $55 million that could help to fund the additional needs. Requiring
that industry pay for inspections is good government and consistent with the Com-
mission’s Report which recommended increasing industry’s contribution to regu-
latory oversight. I am very concerned—and Secretary Salazar has said publicly—
that the level of funding provided in the bill will have a significant impact on the
Department’s ability to facilitate the safe development of oil and gas resources on
the nation’s OCS and greatly hinders the ongoing reorganization and reform efforts.

Increased resources are essential to creating an efficient, effective, transparent
and stable development and regulatory environment. Without them, we will be sig-
nificantly limited in our ability to adequately achieve the goals of the reorganiza-
tion, follow through on the many reforms we have launched over the past several
months, and implement many of the recommendations from the Commission’s Re-
port and other reviews of this agency. In addition to these important limitations,
we would be unable to devote sufficient resources to facilitating new exploration and
resource development. This result is unacceptable, and it is our collective responsi-
bility to ensure that we have the resources to carry out the major changes that are
necessary to improve and transform this agency.

Finally, we have announced the formation of the Ocean Energy Safety Advisory
Committee, comprised of representatives from federal agencies—including
BOEMRE, the Department of Energy, the National Oceanic and Atmospheric Ad-
ministration, the United States Geological Survey, the Environmental Protection
Agency, and the United States Coast Guard—as well as the offshore oil and gas in-
dustry, academic institutions, and other non-governmental organizations. Secretary
Salazar has selected Dr. Tom Hunter, the former head of the Sandia National Lab-
oratory who was central to the Macondo well control effort, to chair this committee.
The Advisory Committee will be a center of excellence charged with driving research
and development and technical innovation across government and industry in the
areas of drilling safety, well control and subsea containment, and oil spill response.
It will be of invaluable assistance to BSEE as it works to strengthen the safety of
offshore energy operations. The draft discussion legislation is generally supportive
of the Advisory Committee (or “Advisory Board”), although there are some technical
issues that need to be addressed.

V. Promoting Safe Exploration and Development

Regulatory and industry reform in the wake of a significant offshore disaster has
happened before. The United Kingdom and Norway substantially changed their
oversight of offshore drilling and production following the Piper Alpha and Alex-
ander Kielland incidents, respectively. Australia is currently facing many of the
same issues we are confronting following the Montara blowout, which occurred only
eight months before Deepwater Horizon.

The specific challenges facing us, however, are unique in many significant re-
spects. The scale of the offshore oil and gas operations in U.S. waters, particularly
in the Gulf of Mexico, is vastly greater than those in the North Sea. The economies
of many of the Gulf Coast states, particularly Louisiana, are closely tied to offshore
industry. The Gulf accounts for more than 25 percent of domestic oil production and
approximately 12 percent of domestic gas production. One of the key challenges that
we are addressing—and that cannot be avoided—is this: how will government and
industry make the fundamental reforms necessary to improve the safety and envi-
ronmental protection in this massive industry, while at the same time allowing op-
erations to continue? The major challenge facing the country is to dramatically im-
prove the safety of drilling in the Gulf of Mexico, particularly in deepwater, while
continuing with operations, keeping production flowing and keeping people working.
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VI. Conclusion: the Future of the New Agencies

The goal of the reorganization is not to restructure an agency and divide it into
multiple agencies for the sake of creating new agencies bearing new names. Instead,
the goal is to remove the structural obstacles that stood in the way of the former
MMS achieving its substantive management goals. The structure of MMS—and its
competing and sometimes conflicting missions—needed to be changed because the
former structure hampered the pursuit of proper organizational goals. There were
too many competing goals for one agency to handle—and in some instances those
goals conflicted with one another.

The reorganization we have undertaken is designed to allow the new agencies to
achieve important goals without being burdened with a structure that interferes
with the attainment of those goals. We are determined to succeed in creating a sys-
tem that allows continued offshore development while ensuring safety and environ-
mental protection. That is the goal we will continue to pursue with focus and deter-
mination.

I thank you for your time and attention and am happy to answer your questions.

Response to questions submitted for the record by Michael Bromwich
Questions for the record from the Majority

1. Director Bromwich, in your testimony you specifically mentioned the ef-
forts your agency is making to make the permitting process more trans-
parent. Naturally, transparency is an important virtue of government
operations and I would appreciate your compliance in providing the
Committee with the following information.

a. Could you please provide for the Committee in writing some detailed
information about the last 10 approved exploration plans and Applica-
tions for Permit to Drill for new wells?

Response: Attached to this response is information retrieved from the BOEM and
BSEE websites on November 8, 2011. Attachment 1 describes the details of the last
10 drilling exploration plans (EP) approved by BOEM, showing the log of the dates
of initial submission and resubmissions, and when the plan was deemed submitted.
Attachment 2 describes the details of the last 10 Applications for Permits to Drill
(APD) approved by BSEE.

b. In this could you include a log of the timelines for major milestones
in the approval process for each of these plans and APDs including:
every email sent, received or any communication unofficial or other-
wise between BOEMRE staff and each respective applicant? This must
include the first instance an applicant attempted to submit the plan
or application for approval, and the interactions BOEMRE had with
the applicant if the application was returned requesting further infor-
mation before being deemed submitted? The intention of the Com-
mittee is to use existing information and data from APDs and Explor-
atory Plans that have already been approved by your agency—and to
fully track their progress through the approval process at BOEMRE,
including data through emails that determines how long each of these
EPs and APDs took to be deemed submitted.

Response: Dates of initial submissions and major milestones for these plans and
permits are reflected in Attachments 1 and 2. Additional detail on the specific com-
munications between BOEM or BSEE and the operators is not readily available,
may contain privileged or proprietary information, and, because limited staff re-
sources would need to be diverted from pending matters to obtain such information,
cannot be provided without creating significant delays in the plan review and ap-
proval process for other pending applications.

c. Could you also please clearly distinguish how many of the permits and
plans are for brand-new wells and how many are projects for work on
continuing/known projects?

Response: Per the inquiry in 1l.a. above, all ten APDs are for new wells. Four

of the EPs are for new projects; the remaining six are supplemental or revised EPs
for existing projects.
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d. In this can you include the relevant steps of the exploration and de-
velopment approval process? In this data, can you make sure this in-
formation includes but is not limited to all relevant dates regarding
CZM reviews, APD dates, comment periods, and days when drilling/
production occurs?

Response: Attached to this response are flowcharts that show the various steps
during the exploration phase (Attachment 3) and the development phase (Attach-
ment 4) of a lease which require review and approval by either BOEM or BSEE,
as well as Coastal Zone Management (CZM) review by the states. Each exploration
and development plan or APD is unique and the bureaus work with operators to
address the individual submissions. Additional details on the specific steps for these
plans and APDs are not readily available, may contain privileged or proprietary in-
formation and, because limited staff resources would need to be diverted from pend-
ing matters to obtain such information, cannot be provided without creating signifi-
cant delays in the plan review and approval process for other pending applications.

e. Currently, the eWell system does not seem to provide any easily acces-
sible data on the average number of days it takes for an EP or APD
to be “deemed submitted.” Could you provide the Committee with data
that indicates the average number of days it takes between an opera-
tor’s first attempt to submit a plan or permit and that same submis-
sion being considered to be “deemed submitted”? It would be helpful
if you are able to compile and provide this information over the past
year—from September 2010 through September 2011.

Response: BOEM has used an outside consultant to analyze how much time it
takes, on average, for a plan to move from the first submission to the “deemed sub-
mitted” stage. On October 14, we provided Committee staff with a copy of prelimi-
nary results provided by the consultant, showing that the average time to get a plan
to be deemed submitted has gone down considerably over the past year. Those pre-
liminary results are attached here as Attachment 5.

f. Is BOEMRE currently conducting any internal tracking of the permit-
ting process that has not been shared publically? If so, could you
please provide the resulting data to the Committee.

Response: BOEM and BSEE have committed to provide quarterly reports to the
House and Senate Appropriations Committees detailing the status of EPs, Develop-
ment and Operation Coordination Documents (DOCD), and APDs in both shallow
water and deepwater, with data on how many were received, returned, withdrawn,
deemed submitted (for EPs and DOCDs), pending, and approved. The data will be
broken down on a week-by-week basis, and will also distinguish between those
APDs requiring subsea containment and those that do not. In order to ensure that
the Committee has the most up-to-date data available, and to minimize the diver-
sion of our permitting and planning staff resources, the bureaus will provide the
Committee with this data at the same time it is provided to the Appropriations
Committees.

Questions for the record from Ranking Member Edward J. Markey

1. The Department’s oil and gas lease utilization report, issued in March of
this year, found that “Approximately 70% of the Undiscovered Tech-
nically Recoverable Resources currently under lease in all areas of the
Federal Gulf of Mexico are not producing or not subject to approved or
pending exploration or development plans” which contains an estimated
11.6 billion barrels of oil and 59.2 trillion cubic fee of natural gas. How
does the Department define a lease that is idle and how did the Depart-
ment arrive at its estimate for the oil and gas resources that are sitting
under these idle oil company leases on public lands?

Response: In the report you refer to in your question, “Oil and Gas Lease Utiliza-
tion—Onshore and Offshore. Report to the President,” the Department defines “inac-
tive leases” as leased areas that are neither currently producing oil and gas nor cov-
ered by an approved exploration and development plan. The Department arrived at
its estimate for the oil and gas resources under inactive leases by apportioning those
estimated resources within the geologic plays underlying the leased acreage. The
Undiscovered Technically Recoverable Resources (UTRR) calculated on leased lands
take into account the relative location, petrophysical properties and stacking of the
geologic plays underlying the leased acreage. The report assumed that leased acre-
age percentages in the Gulf of Mexico had not changed significantly since late 2008,
the last time leased resources were thoroughly analyzed.
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2. Does the Department believe that civil penalties for oil companies that
violate federal regulations should be increased? If so, by how much does
the Department believe civil penalties should be increased?

Response: The Department does believe that civil penalties for oil and gas com-
panies that violate federal regulations should be increased. The existing civil pen-
alties were established over two decades ago, and have only been increased modestly
to keep up with inflation since that time. The current levels of $40,000 per violation
per day ($35,000 per violation per day at the time of the Deepwater Horizon inci-
dent) do not act as an effective deterrent for an industry that spends upwards of
a half-million to a million dollars per day on rig fees. The Department has not taken
a position on what the appropriate level for the civil penalties should be.

3. It is my understanding that there is a survivable black box device—simi-
lar to what is on aircraft and marine vessels and used by NTSB for their
accident investigations—that could be used on offshore oil rigs. These
data recorders could provide additional forensic information for evalua-
tion in accident investigations. Is your agency evaluating the technology
or whether it can lead to improved oil drilling safety?

Response: BSEE is aware of “black box”-type recorder systems that are being de-
signed to capture all of the information generated by blow out preventer (BOP) con-
trol systems; however, BSEE is not aware of any studies at this point on the use
of or effectiveness of these systems. The major problem with the “black box” tech-
nology is likely to be retrieval of the information after an accident. The “black box”
would most likely be left on the seafloor as part of the subsea BOP once a floating
rig (semisubmersible or drillship) disconnects and leaves location.

An alternative that is currently being reviewed by the Ocean Energy Safety Advi-
sory Committee (OESC) is the remote monitoring of BOP performance and other
drilling-related data. This type of technology transmits information from the subsea
BOP and/or well via electro-hydraulic control systems to the rig. This information
may be transmitted from the rig via satellite through a secure data network to an
onshore rig monitoring center. One problem with this method is that a disruption
of the electro-hydraulic control system results in the interruption of data retrieval.
This type of system was a topic of discussion at the OESC meeting on November 8,
2011.

4. The BP Commission recommended that BOEMRE have a salary scale for
its engineers, technical staff, and inspectors that is similar to the Nu-
clear Regulatory Commission, which is allowed to set their salaries at a
higher scale than would normally apply for similar positions in the civil
service. Does BOEMRE believe that having the ability to set a higher sal-
ary for its engineers, technical staff, or inspectors would enable it to ac-
complish its missions more effectively?

Response: In the Consolidated Appropriations Act for FY 2012, Congress pro-
vided language authorizing the BOEM and BSEE to use funds in fiscal years 2012
and 2013 to establish higher minimum rates of basic pay for employees of the De-
partment of the Interior in the Gulf of Mexico Region in the Geophysicist (GS-1313),
Geologist (GS-1350), and Petroleum Engineer (GS-0881) job series at grades 5
through 15 at rates no greater than 25 percent above the minimum rates of basic
pay normally scheduled. The Department will examine how to implement this au-
thority in collaboration with the Office of Personnel Management (OPM.)

5. Does BOEMRE believe that it had the ability to increase its salary scales
through its inherent administrative/regulatory authority to increase the
salaries above the level normally permitted in the civil service for engi-
neers, technical staff, or inspectors?

Response: Please see response to question #4.

6. If BOEMRE does not have the authority to raise the salaries above the
normal salary scale for the civil service, does it believe that legislation
allowing it to do so would enable it to accomplish its missions more ef-
fectively?

Response: Please see response to question #4.
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Mr. LAMBORN. All right. And we will get to those momentarily.
I will now recognize Ranking Member Rush Holt of New Jersey for

an opening statement for five minutes.
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STATEMENT OF HON. RUSH HOLT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW JERSEY

Mr. HoLT. Thank you, Mr. Chairman, and I was mistaken about
the starting time of this hearing. It had been scheduled for 10
o’clock, and I apologize to Mr. Bromwich.

Mr. BRomwiCH. I was late, too, Congressman, so no apologies
necessary.

Mr. HoOLT. And to my colleagues on the Committee. And I thank
the Chairman for holding this hearing because indeed we all be-
lieve that some reorganization is needed. The question is what in
particular.

The Oil Spill Commission issued a lengthy report, hundreds of
pages, that was a pretty strong indictment of the offshore drilling
industry and regulation. Yesterday, the Interior Department and
the Coast Guard joint investigative team issued a report which fur-
ther confirmed the failings of the companies in the disaster. Inte-
rior announced that it would issue seven violations of Federal regu-
lations against some companies.

There were recommended sweeping reforms to improve the safety
of offshore drilling, as the Director has talked about. And now, well
over a year after these recommendations, not a single legislative
reform has been enacted. However, the department has moved
ahead on its own, codifying the reorganization of the former Min-
erals Management Service as the majority’s discussion draft at-
tempts to do. It is an important step, as one of I think many re-
forms that are needed to ensure that we don’t have disasters like
this, that the safety of the workers is preserved, and that the eco-
nomic needs of the country are met.

Thus far, I must say, the majority has refused to take action on
the broader legislation that Ranking Member Markey and I have
introduced to implement the Commission’s recommendations. Some
months ago, Interior began dividing MMS into three separate agen-
cies. I am reviewing what I think we all know here, but it is impor-
tant to get this on the record, I think. And the department will, as
the Director has pointed out, soon complete this division.

Now, the discussion draft in front of us has some critical dif-
ferences from this department’s reorganization that could, I think,
not only require some backtracking, some loss of time, but could
undermine some of the principles in the separation in safety and
leasing and revenue functions that the department has put for-
ward. The discussion draft could obscure the safety and resource
management between the new agencies.

I welcome the Chairman’s proposal of reorganization. But it is a
little late, and it will be very disruptive of the good steps that are
already taking place. And I don’t know how to make the best of
that. The Commission recommended that the director of the new
safety agency be appointed to a five- or six-year term to insulate
the director from political influence, called for Senate confirmation,
and so forth.

The discussion draft wouldn’t implement either of these impor-
tant recommendations. The Commission recommended that Con-
gress provide a stable funding stream to the regulatory agencies
through increased fees. And, you know, with regard to funding, the
majority’s discussion draft doesn’t provide any dedicated funding
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stream for the Bureau of Ocean Energy, as, by the way, we do in
our Democratic legislation.

And we know that the majority has underfunded the Bureau in
the Fiscal Year 2012 Interior appropriations bill and rejected solu-
tions as simple as making oil companies pay for their rigs to be in-
spected. I should say to my colleagues, you know, our committee,
as sometimes is the case, is populated mostly on one side of the
dais here.

Those of my colleagues who want to see increased drilling should
take this as bad news, this proposal, because the discussion draft
differs from the reorganization of the department, the reorganiza-
tion that will be completed very soon. This discussion draft, this
move, will only delay permitting of drilling and issuing new leases.
I wonder if my colleagues would welcome that.

So rather than legislatively repeating the mistakes that led to
the BP Deepwater Horizon disaster, we should pass broad reforms
called for by the BP Commission so that offshore drilling industry
can be the safest in the world. Thank you, Mr. Chairman.

[The prepared statement of Mr. Holt follows:]

Statement of The Honorable Rush D. Holt, Ranking Member,
Subcommittee on Energy and Mineral Resources

Thank you Mr. Chairman.

The Independent BP Spill Commission issued a 350 page report that was an in-
dictment of the entire offshore drilling industry. Yesterday, the Interior Department
and Coast Guard Joint Investigative Team issued its report, which further con-
firmed the failings of the companies involved in this disaster. The Interior Depart-
ment even announced that it would issue seven violations of federal regulations
against these companies.

The BP Commission recommended sweeping reforms to improve the safety of off-
shore drilling. Yet well over a year since the spill began, the Congress has still not
enacted a single legislative reform.

Codifying the reorganization of the former Minerals Management Service, as the
Majority’s discussion draft attempts to do, is an important step. However, it is only
one of many reforms that are needed to ensure that we never have another similar
disaster again. Unfortunately, thus far the Majority has refused to take action on
broader legislation that Ranking Member Markey and I have introduced, H.R. 501,
to implement the Commission’s recommendations.

The Interior Department began the process of dividing the MMS into three sepa-
rate agencies to oversee leasing, revenue and safety in June 2010. On October 1st,
the Department will complete this division. However, the Majority’s discussion draft
has some critical differences with the Department’s reorganization that could under-
mine the separation of the safety, leasing and revenue functions.

The discussion draft could obscure safety and resource management between the
new agencies, which would potentially undermine the purpose of the reorganization.
The discussion draft also makes little mention of environmental protection in out-
lining the duties and responsibilities of the new leasing agency.

In addition, the Commission recommended that the director of the new safety
agency be appointed to a five or six year term to insulate them from political influ-
ence and that they should be confirmed by the Senate. The discussion draft would
not implement either of these important recommendations, as we do in our Demo-
cratic legislation.

The Commission also recommended that Congress provide a stable funding
stream to the regulatory agencies through increased fees on the industry. This agen-
cy has historically been woefully underfunded and we need to ensure that they can
hire the experienced engineers, inspectors, scientists and first responders they need
to properly perform their duties.

The Majority’s discussion draft would not provide any dedicate funding for
BOEMRE as we do in our Democratic legislation. In fact, the Majority even under-
funded BOEMRE in the FY2012 Interior Appropriations bill and rejected solutions
as simple as making oil companies pay for their rigs to be inspected.
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And for my colleagues on both sides of the aisle who care about new drilling, I
have some bad news. Because the discussion draft differs from the reorganization
that the Department will complete in a few weeks, the Majority’s proposed legisla-
tion would actually lead to significant delays in future permitting for offshore drill-
ing and issuing new leases if it were enacted in its present form.

Rather than legislatively repeating the mistakes that led to the BP Deepwater
Horizon disaster we should pass the broad reforms called for by the BP Commission
so that our offshore drilling industry can be the safest in the world.

I yield back.

Mr. LAMBORN. OK. Thank you. And as I stated earlier, whenever
full Committee Ranking Member Markey appears, he is welcome to
make an opening statement also.

We will now begin our questioning. Members are limited to five
minutes for questions, and I now recognize myself. Director
Bromwich, you and I are both lawyers, and we understand the im-
portance of our Nation’s laws. This sentence comes directly from
OCSLA, 43 USC 1332, quote, ‘The Outer Continental Shelf is a
vital national resource reserve held by the Federal Government for
the public, which should be made available for expeditious and or-
derly development, subject to environmental safeguards in a man-
ner which is consistent with the maintenance of competition and
other national needs,” unquote.

Since you are the Director of BOEMRE, you are directly respon-
sible for making the Outer Continental Shelf available for expedi-
tious and orderly development, subject to environmental safe-
guards. Now, we have all seen the recent FBR report that states
if the pace of permitting does not improve, 8 to 20 more rigs will
leave the Gulf of Mexico, in addition to the 12 that have already
left or are committed to leave.

Now, I know clearly what you are doing on environmental safe-
guards, and that is extremely important. But what are you doing
about expeditious development?

Mr. BRoMmwIiCH. Thank you very much, Mr. Chairman. I very
much appreciate the question. We take our obligations under
OCSLA in terms of the expeditious and orderly development of off-
shore resources extremely seriously. We are, contrary to the doubts
of many people, going forward with a lease sale in the western Gulf
in December. We are on schedule for a large consolidated lease sale
in the central Gulf of New Mexico next spring.

So we are moving ahead with that. I don’t know, Mr. Chairman,
whether you saw, but there is an article in the Wall Street Journal
today suggesting that the level of activity in the Gulf is approach-
ing pre-Macondo levels. So I think the situation is not nearly as
dire as many of the groups and entities have suggested in their
studies. I commented publicly on some of those studies. They are
in many respects flawed, distorted, based on erroneous data. They
almost never seek information from us, and so I am very concerned
that they are getting misleading and inaccurate information into
the public domain, and I think that serves no one’s interests, and
I regret that very much.

We are moving ahead not only the lease sale side, but also with
the orderly and expeditious processing and approval of plans, in-
cluding in deep water, and the orderly and expeditious approval of
permits in both deep water and shallow water.
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When I was here last time, we reviewed some of those numbers.
Those numbers have gone up fairly significantly. Since I was here
last, for example, we have approved well over 100 permits in deep
water for 40 unique wells since industry demonstrated its ability
to deploy subsea containment capabilities, which didn’t happen
until February.

And so we are moving ahead. We are getting better at processing
permit applications that attempt to satisfy all of the new require-
ments, and I think things are moving ahead. We are very receptive
and interested in working with industry to make sure that their
understanding and ability to implement the requirements that we
have is improved. So, for example, Mr. Chairman, just two weeks
ago, at industry’s request, we held a permitting workshop all day,
multiple presentations, both by staff members of the agency as well
as by members of industry, who explained to their colleagues how
to submit a compliant application.

That seems to have eluded a lot of operators to an extent that
is surprising to me, and that is surprising to many of our staff
members.

So I want to assure you, Mr. Chairman, that we again take our
charge under OCSLA extremely seriously. We are moving ahead as
promptly as we can. We are limited at times by the quality of the
applications that we get from operators, and I am sure neither you
nor Chairman Hastings nor anybody on this Committee wants us
to cut corners in order to expedite the processing of permits.

Mr. LAMBORN. OK. Thank you for that answer. And I would like
to get those latest numbers that you referred to. That would be
very helpful.

Mr. BROMWICH. I can give those to you orally or in writing later,
whatever you choose.

Mr. LAMBORN. How about in writing?

Mr. BRoMwICH. That is fine.

Mr. LAMBORN. That would be wonderful. And last, do you believe
the current reorganization will delay your release of the next five-
year plan?

Mr. BROMWICH. I don’t think the reorganization will delay the re-
lease of the five-year plan. Because of a variety of events, including
Macondo and a lot of the work that was going on in the agency,
we are a little behind the schedule that we have historically fol-
lowed. But the reorganization has nothing to do with that. It is just
the buildup of work that occurred even before we began the reorga-
nization.

But I can assure you and other Members of the Committee, we
are working extremely hard to come as close to meeting that dead-
line as we possibly can.

Mr. LAMBORN. OK. Thank you. And I recognize Ranking Member
Holt for five minutes for questions.

Mr. HoLT. Thank you. Director Bromwich, you have given I think
a clear statement of some of your concerns and reservations. Let
me ask you, does the discussion draft for reorganization in your
opinion properly elevate environmental review and safety in the
new agencies charged with offshore drilling?

Mr. BROMWICH. I think the Chairman’s blueprint does not really
affect our plans for safety whatsoever. With respect to environ-
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ment, I have concerns. The concerns are principally because the
pre-lease/post-lease, which is what the discussion draft proposes,
would require full-bodied analyses, environmental analyses, NEPA
analyses, analysis under the National Environmental Policy Act, in
both the resource management agency, BOEM, and the safety and
environmental agency, which we are calling BSEE.

We think that carries grave risks of conflicting NEPA judgments
by the two agencies, which would need to be resolved if they can
be resolved. Now, as I said in my opening statement, we carefully
considered exactly the architecture that the Chairman’s discussion
draft includes, and we concluded that that risk of conflict and bu-
reaucratic paralysis was a true risk, and therefore that we ought
to put the bulk of the environmental function in the resource man-
agement agency, which we are calling BOEM, so that you have the
bulk of that work done in one place, and you substantially reduce
the chance of conflicts through competing environmental analysis.

Mr. HoLT. And you think the reorganization being proposed here
on the Committee would interfere with that.

Mr. BROMWICH. Yes, I do.

Mr. HoLT. In my statement a few moments ago, I raised some
questions about funding. I would like your quick comments about
whether you think this—if we turned now to this new proposed re-
organization, whether there would be additional costs for tax-
payers. I would also like you to comment whether you think it is
serious, the point that I raised, that there is no dedicated funding
stream in the proposed authorization. And I would like you to com-
ment on the aspect of the legislation that Representative Markey
and I have introduced, that would allow for increased inspection
fees to be paid by oil companies operating offshore as the BP Com-
mission recommended.

Mr. BROMWICH. Let me start with your second and third points.
We do need a guaranteed funding stream. We think that is vital
to plan and execute our functions appropriately. And I agree that
an increased level of inspections fees and having the oil and gas
industry pay for it rather than the taxpayers is the right way to

0.

I will say, though, that for me, from my somewhat parochial per-
spective as head of the agency, that matters less than we get the
money from someplace. We really need it.

With respect to your first point, would really a further reorga-
nization, a reorganization from what we will be completing—and
we are on schedule to complete it on October 1—would that cost
the taxpayers additional money? Without a doubt. I think a signifi-
cant amount of additional money, not to mention the turmoil that
it would create for some terrific employees who have worked ex-
traordinarily hard to make this reorganization happen at the same
time as they do their daily jobs.

Mr. HoLT. Let me ask another question that isn’t directly related
to the cost, but it is very much a topic of discussion here, and that
has to do with the department’s authority to regulate contractors.
The various review panels have cited not only BP, but contractors
such as Halliburton, TransOcean, and so forth.

Do you have, and will you defend, your authority—if you have
this authority, will you defend it to regulate contractors?
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Mr. BRoMwICH. We have it, and we will defend it. I spoke last
time I was here, back in July, on this issue. And I know there is
concern among some Members and among some members of the in-
dustry. We will not move from the principle, a principle that we
will hold operators accountable and fully accountable. But that
does not mean that we shouldn’t also hold contractors in specific
cases where the conduct is sufficiently egregious also accountable.
And so we intend to do that.

We have the authority. We have no doubt about that.

Mr. HoLT. Thank you.

Mr. LAMBORN. All right. Thank you. I now recognize the
Chairman of the full Committee, Representative Hastings, for five
minutes for questions.

Mr. HASTINGS. Thank you, Mr. Chairman. Prior to my intro-
ducing or releasing this draft, I had a conversation with Secretary
Salazar, and he pointed out, of course, the steps that you were
going through in your reorganization. Certainly from my point of
view, I didn’t think that my draft or what you’re going through
with reorganization was an either/or situation. In fact, I thought
they complemented each other, and I think you, Director
Bromwich, said the same thing in your opening statements.

So I never considered that. I considered the activity that is going
to go on in the offshore is going to go on far beyond a couple of
months. At least I hope it does. And so we need to get it right.

But I do want just to ask a couple of questions. In your written
testimony, it appears that the only real concern that you have with
the creation of a new Under Secretary of Energy is the chain of
command aspects in that he or she would be reporting directly to
the Secretary instead of the Deputy Secretary.

Now, I am sure that the Deputy Secretary has plenty of respon-
sibilities already managing the five that are under his responsi-
bility. But if we were to change this legislation to report to the
Deputy Secretary, what would your response be to that?

Mr. BRoMwICH. I still don’t think it is necessary, Mr. Chairman.
I think that it adds extra layers of bureaucracy into an agency that
doesn’t need additional layers of bureaucracy. I think the structure
that we are executing with the agencies, the resource management
agency and the safety and environmental enforcement agency re-
porting up through the Assistant Secretary for Land and Minerals
Management is adequate. And my philosophy is if it is not broke,
don’t fix it.

So I don’t think that needs to be fixed. I think the Deputy Sec-
retary has shown great interest in and knowledge about energy
issues. I will obviously only have exposure to this one Deputy Sec-
retary, but he has been extremely involved in issues in a com-
pletely appropriate way. And so my view of creating a separate
structure with new high level appointees is shaped by that. I sim-
ply don’t think it is necessary, and again I know you are concerned
about operational efficiency and operational continuity. I think that
risks slowing that down and impeding it.

Mr. HASTINGS. OK. When I hear responses like that from some-
body that is very qualified, I say that is good if you are there into
perpetuity. But they generally say they want to retire sometime.

Mr. BROMWICH. And I am no different.
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Mr. HASTINGS. Yes, I know. I have read stories on that. Under
your reorganization, you have one Assistant Secretary of Land and
Minerals Management in charge of all four agencies, BLM, OSM,
and the two offshore energy agencies. Should it not be of some con-
cern that the safety of offshore oil development would be on the
desk of one person who is also in charge of onshore leasing and
production and the Office of Surface Mining, Reclamation, and En-
forcement?

Mr. BROMWICH. I don’t think it is troublesome. We have obvi-
ously thought a lot about that. We think that is the appropriate
level for those issues to be balanced. They have to be balanced by
someone in the first instance. We think that is an appropriate level
for it to be balanced initially. It then is obviously subject to review
by, under the current structure, the Deputy Secretary, and ulti-
mately the Secretary.

So I think it will work. We have looked at this, as I said, very
closely. And I am not troubled by that at all.

Mr. HasTINGS. OK. Well, I appreciate your testimony, and I ap-
preciate your willingness and understanding that this needs to be
somehow an organic law. The Secretary certainly passed that along
to me when I talked to him, and I look forward to working with
you. As Chairman Lamborn said, this is draft legislation, and rare-
ly does draft legislation become perfect, even though sometimes the
author would like it to be that way.

It just simply doesn’t happen, so I know it is work in progress,
and we look forward to working with you. And I apologize. I am
going to have to leave because like so many of us, we have con-
flicting engagements. But I thank you very much, Director, for
being here, and I yield back my time.

Mr. BROMWICH. Thank you, Mr. Chairman. I very much appre-
ciate it.

Mr. LAMBORN. OK. And thank you, Mr. Chairman. I would now,
as I stated earlier, accommodate Ranking Member Markey of the
full Committee for an opening statement.

STATEMENT OF HON. EDWARD J. MARKEY, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF MASSACHUSETTS

Mr. MARKEY. Thank you, Mr. Chairman, very much. Next Mon-
day will mark the one-year anniversary of the silencing of BP’s
blown-out Macondo oil well. But the lessons of the Deepwater Hori-
zon tragedy still ring loud and clear. The Minerals Management
Service, as the agency regulating offshore was known, had become
dysfunctional. Relationships with industry had become too cozy.
Safety inspectors and regulators had become too complacent.

And during the eight years of the Bush Administration, the agen-
cy was woefully underfunded and left to deteriorate because the oil
ﬂnd gas interests were happy to have fewer cops on the regulatory

eat.

Today, the MMS is no more. At the beginning of next month, the
Interior Department will complete the task of splitting the agency
into three parts, finally separating the safety, revenue, and permit
functions that had grown too incestuous. Now we are at a cross-
roads. We have a choice to make.
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When the reorganization is complete, will those three parts re-
semble the three wise men or the three stooges? The reorganization
that the Interior Department has nearly completed would elevate
safety, as the independent BP Commission recommended. In con-
trast, the discussion draft circulated by the Republican majority
would disrupt the reforms occurring at our new drilling agency and
legislatively repeat the mistake of elevating energy production
while shortchanging safety.

You don’t have to be Dick Tracey to see the speed-over-safety
pattern running through the offshore drilling bills the majority has
pushed in this Congress. The majority has introduced bills that
would put a shot clock on the review of new drilling permits, legis-
lation that would open our East and West Coasts to drilling with-
out putting new safety standards in place, and legislation that
would deem the same flawed environmental reviews conducted by
the inadequate MMS as sufficient for new drilling.

Even the simple and commonsense requirement that oil compa-
nies pay for the inspections of their own rigs has been rejected by
the Republican majority. Yesterday, the government’s joint inves-
tigative team, considered to be the final authoritative study on the
matter, released its report. Republican leaders told us that they
would reserve judgment until after all the facts are in.

Well, that day has come. I am pleased the Chairman has an-
nounced a hearing with Members of the joint investigative team.
But this Committee needs to also hear from the companies involved
in the spill: BP, Halliburton, TransOcean, and Cameron. And this
Committee needs to do more to respond to the spill than simply
codify the division of the MMS. This Committee should enact all
the safety reforms recommended by the independent Blue Ribbon
commission.

I have introduced legislation with Ranking Member Holt and
other Members of the Committee that would implement the Com-
mission’s recommendations, but the majority has not held hearings
or advanced in any way on discussion of that subject.

We have heard from the independent BP Commission. We have
heard from the government’s joint investigative team. There is no
longer any excuse for this Committee and this Congress to delay
action on the broad reforms that are needed to take the lessons and
turn them into laws so that we will never have a disaster like this
again.

I yield back the balance of my time, Mr. Chairman.

[The prepared statement of Mr. Markey follows:]

Statement of The Honorable Edward J. Markey, Ranking Member,
Committee on Natural Resources

Next Monday will mark the one year anniversary of the silencing of BP’s blown-
out Macondo oil well. But the lessons of the Deepwater Horizon tragedy still ring
loud and clear.

The Minerals Management Service, as the agency regulating offshore drilling was
known, had become dysfunctional. Relationships with industry had become too cozy.
Safety inspectors and regulators had become too complacent. And during the eight
years of the Bush administration, the agency was woefully underfunded and left to
deteriorate, because the oil and gas interests were happy to have fewer cops on the
regulatory beat.

Today, the MMS is no more. At the beginning of next month, the Interior Depart-
ment will complete the task of splitting the agency into three parts—finally sepa-
rating the safety, revenue, and permit functions that had grown too incestuous.
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Now we are at a crossroads. We have a choice to make—when the reorganization
is complete, will those three parts resemble the three wise men or the three stooges.

The reorganization that the Interior Department has nearly completed would ele-
vate safety, as the independent BP commission recommended. In contrast, the Dis-
cussion Draft circulated by the Republican majority would disrupt the reforms oc-
curring at our new drilling agency and legislatively repeat the mistake of elevating
energy production while shortchanging safety.

You don’t have to be Dick Tracy to see the speed over safety pattern running
through the offshore drilling bills the Majority has pushed in this Congress.

The Majority has introduced bills that would put a shot clock on the review of
new drilling permits; Legislation that would open up our East and West Coasts to
drilling without putting new safety standards in place; and legislation that would
deem the same flawed environmental reviews conducted by the inadequate MMS as
sufficient for new drilling.

Even the simple and common-sense requirement that oil companies pay for the
inspections of their own rigs has been rejected by the Republican Majority.

Yesterday, the Government’s Joint Investigative Team, considered to be the final
authoritative study on the matter, released its report.

Republican leaders told us that they would reserve judgment until after all the
facts are in. Well that day has come.

I am pleased that the Chairman has announced a hearing with members of the
Joint Investigative Team. But this Committee needs to also hear from the compa-
nies involved in the spill—BP, Haliburton, Transocean and Cameron.

And this Committee needs to do more to respond to the spill than simply codify
the division of the MMS. This Committee should enact all the safety reforms rec-
ommended by the independent blue-ribbon commission. I have introduced legislation
with Ranking Member Holt that would implement the Commission’s recommenda-
tions but the Majority has not held hearings or advanced that legislation.

We have heard from the independent BP Commission. We have heard from the
government’s Joint Investigative Team. There is no longer any excuse for this Com-
mittee and this Congress to delay action on the broad reforms that are needed to
take the lessons and turn them into laws so that we never have a disaster like this
again.

I yield back.

Mr. LAMBORN. OK. Thank you. And now I recognize Representa-
tive Fleming of Louisiana for questions for five minutes.

Mr. FLEMING. Thank you, Mr. Chairman, and thank you, Mr. Di-
rector. Of course, I and others on the dais here today are from
States that are still affected by the amount of activity. And you
know we have had discussions and debates on that. I just glanced
at the article in the Wall Street Journal where it says activity is
returning to pre-moratorium levels. Where did they get that infor-
mation?

Mr. BRoMmwICH. I don’t know.

Mr. FLEMING. It wasn’t clear, but it suggests that they got it
from your department, so obviously, you know, your information is
maybe in conflict with others. So I thought I would kind of bring
that out.

I have a report here from IHS dated July 21st. And they show
that pending volume has jumped from 59 plans to 112, and that
the duration of approval has gone from 36 median days to 131. And
now the impact of this they also talk about, is something on the
order of 230,000 jobs, billions of dollars of cost. And, of course, we
know about the affect on gas prices.

So what is your comment on IHS. It is IHS Global Insight and
THS CERA report. Do you feel that they are in error?

Mr. BROMWICH. Yes, I feel they are very much in error. And in
fact, I sent them a five-page letter that was released publicly criti-
cizing them for many of the assertions they made I their report,
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and raising questions about where they derived their numbers be-
cause we frankly couldn’t figure out where they got their numbers.

We subsequently met with the authors of the report from IHS
CERA, and had what I would call a spirited discussion with them.
And they acknowledged that there were shortcomings in the way
that they had presented their report, not least of which was they
made no effort to contact us and find out the specific issues in the
processes that may have been slowing things down. But more im-
portantly, they were not able to explain to us where they got their
numbers.

So their numbers were deeply flawed. They projected, for exam-
ple—they took a six-month period after the Deepwater drilling
moratorium was ended. But, of course, you know that we couldn’t
permit deep water wells under containment capabilities had been
demonstrated, which didn’t happen until the middle of February.

So they took what they said was a six-month period, which actu-
ally was only about a month and a half, and they extrapolated
what the number of deep water permits would be for a year based
on that data. And it turns out we have already vastly exceeded
their projections because they took a ridiculously slender piece of
time that was unrepresentative.

Mr. FLEMING. OK. I apologize for interrupting you. We have lim-
ited time. But obviously there is dispute there between that. But
you do rely on their data oftentimes for other things, I would as-
sume.

Mr. BROMWICH. I have never relied on their data for anything
that I do.

Mr. FLEMING. So you feel IHS is basically not a reliable source
of information?

Mr. BROMWICH. I didn’t say that. My sample size is one. I re-
viewed this report very carefully, took detailed notes, and was able
to raise questions with them. So based on that sample size of one,
I do have substantial concerns with the quality of their work, yes.

Mr. FLEMING. Right. Well, you know, the industry itself—for in-
stance, there is an article here from the Heritage Foundation, Sep-
tember 8th, where in addition to the 12 rigs that have left—that
was as of last June, June a year ago—there are 20 rigs that are
now contemplating having to leave because they are unable to get
the permits and the processing.

So at least from an industry standpoint, the people that pay the
bills to have those rigs out there—and, of course, the 12 that we
lost, we lost for good. They are not coming back. In some cases, as
you know, we sent money to Brazil so that they would use our rigs
to pump oil off their shore that we could then buy back from them.
The President’s quote was, we become good customers of theirs.

Aren’t we in danger of actually doing that even worse? I mean,
we have let 12 go, and now we have another 20 that says that they
are about to have to pick up and leave and go elsewhere?

Mr. BROMWICH. Two points. I take issue with your suggestion
that they are not coming back because I have been told by opera-
tors that they are going to be coming back. But more important
than that, as I think you know, I meet with operators and groups
of operators all the time. And they tell me that they are quite opti-
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mistic and bullish about continued development in the Gulf of Mex-
ico, and that they are planning accordingly.

I have not heard a cross word or a critical word from those ex-
ecutives any time in the last few months because they understand
the efforts that we are making. They appreciate the efforts we are
making to expedite the permitting process, making it more trans-
parent, making it more efficient.

So I think I have good and reliable sources, namely, the opera-
tors themselves who are not painting a doom and gloom scenario
to me.

Mr. FLEMING. Well, we must be talking to different operators. In-
dustry LOGA, which is a Louisiana representative of all of these,
they are telling us that they are seeing no relief in the moratorium.
Thank you. I yield back.

Mr. LAMBORN. OK. Thank you. I now recognize Representative
Tsongas of Massachusetts for five minutes.

Ms. TsoONGAS. Thank you, Mr. Chairman, and thank you, Direc-
tor Bromwich, for being here with us today.

In Mr. Boesch’s written testimony that he will be appearing in
the next panel, and he served on the commission that studied the
BP Deepwater Horizon oil spill, his report, he comments that the
report stresses the importance of congressional engagement to en-
sure responsible offshore drilling. So I am so pleased that the Sub-
committee is having this hearing to consider draft legislation,
which is a step forward toward codifying important commission rec-
ommendations regarding the reorganization of the former Minerals
Management Service.

And I am also glad to see that this draft legislation by Chairman
Hastings codifies into law the executive actions to separate the rev-
enue collection from safety and environmental enforcement func-
tions.

But I do have concerns that this draft legislation does not go far
enough toward ensuring environmental protections in outlining the
duties and responsibilities of the Ocean Energy Safety Service,
which appear to match some of the ultimate responsibilities of the
Blﬁ‘eau of Safety and Environmental Enforcement, BSEE, as you
call it.

This Congress, I introduced a Safer Drilling Act, which would re-
quire oil companies to have worst-case scenario response plans and
the financial and technical means to clean up any spill before they
drill or are allowed to drill for oil off our coast. We have seen the
consequences of not having such a plan in place. I know that the
Commission recommends better worst-case scenario planning. But
I see no mention of worst-case scenario planning in the Chairman’s
draft.

My question, Director Bromwich, is in the absence of legislation
codifying worst-case scenario spill plan guidelines, what processes
will BSEE or the Ocean Energy Safety Service put in place to en-
force and review worst-case scenario response plans and ensuring
that they are fully comprehensive?

Mr. BRoMmwicH. Well, thank you very much for your question. We
are very much focused on the issues of spill response and emer-
gency response of the kind that you are describing. I recently
named the head of the new oil spill response function in BSEE, a
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very experienced career person who has been engaged with the
Coast Guard and other agencies for a long time.

We have in development a detailed and unfortunately probably
lengthy rulemaking process to really change the contours of what
is going to be required for oil spill response plans. The reason it
will take long is because multiple agencies need to be involved and
be comfortable with the revisions to the current system that we
have.

So I completely agree with you that this is a very important area
for us to continue to be focusing on. This will be located in BSEE.
It will be elevated. It will be a national program, unlike the former
status of the program in the agency. And we will move forward
smartly to work with the Coast Guard and our other partners to
make sure that adequate focus is put on spill response, related
issues, not only by the government, but by industry as well.

Ms. TSONGAS. Does a team within BSEE envision a situation
where a worst-case scenario at a particular site is so environ-
mentally damaging that a permit should not be issued? And if so,
what would such a scenario entail, and how often do you think this
might occur?

Mr. BRoMwICH. It would really be more likely to come up on the
resource management side of the house. That is where I think you
may not have been here yet. That is where the bulk of the environ-
mental work will be done in the agency. It will be done in the con-
text of examining exploration plans, which is generally the um-
brella for a set of wells that are ultimately drilled.

There will be a modest amount of environmental work done in
BSEE at the time that the individual drilling permit is submitted.
But the bulk of it will be in the resource development agency, or
BOEM. And if the exploration plan raises too many questions or
issues with respect to the high risk of a spill, the plan won’t be ap-
proved, and no permits can be submitted unless there is an ap-
proved plan.

Ms. TsoNGAS. Thank you.

Mr. LAMBORN. And is the gentlelady finished?

Ms. TSONGAS. Yes.

Mr. LAMBORN. OK. Thank you. I now recognize Representative
Landry of Louisiana for five minutes.

Mr. LANDRY. Good morning, Director. First of all, I would like to
say that I disagree with the Wall Street Journal’s article. I would
like you to tell us what operators told you that those deep water
rigs are coming back, because I wish they would tell their employ-
ees that.

Yesterday I was on the telephone on radio getting questions, tak-
ing questions, in Lafayette, Louisiana. And not operators but con-
tractors consistently told me that they are still laying off people.
Their businesses are still suffering. So, you know, I intend to look
into that article.

Now, let me just also say this. You know, I believe in trying to
fulfill the President and our promises to help promote job growth
and economic activity. Wouldn’t you want to do that as well?

Mr. BROMWICH. Absolutely.



36

Mr. LANDRY. OK. Now, I know you think I am going to ask you
for some more permits, but that is a given. I would like you to con-
sider

Mr. BRoMwICH. We will stipulate to that, Congressman Landry.

Mr. LANDRY. I would like to consider what I have come to believe
as the next greatest impact to our smallest operators in the Gulf
of Mexico, operators who are developing America’s energy on the
shelf, in a place that we all have agreed has a proven safety record
and does not present the opportunity to repeat the same type of ac-
cident that we had. And this issue is in the implementation of
SEMS, the Safety Environmental Management Systems.

It currently has the greatest impact of derailing business activ-
ity, setting back contractors and hurting job growth. Now, what I
want to ask you to consider is—I am not going to ask you not to
implement it, only in phasing it in—in what I see as a government-
industry friendlier manner. And I would like the other side of the
aisle to pay close attention.

What I have, I have a draft letter that I will submit to you. We
are going to try to get some additional signatures on that. What
I would like you to consider doing is continuing the implementa-
tion, continuing the audit, and focus on manned platforms rather
than non-manned platforms, and also consider basically placing a
suspension of civil penalties for a period of 12 months, because our
small operators are spending millions of dollars. Contractors are
extremely confused in the implementation of this. And what I am
afraid to do at a time when the permitting process is costing them
money—we are not getting—we are going to dispute the level of
permitting activity.

I have operators who have not drilled. These are small operators.
This is not Shell, Exxon, Chevron. These are our small independent
producers. Some of them have decided never to go back to the shelf
again. And I would not like to see that. I would like them to get
back on the shelf. I believe that they probably create a tremendous
amount of jobs here at home. And so the thought would be to have
an enforcement mechanism where we would have a time period
where both industry and BOEMRE could work through this large
bureaucratic mess because as I will note in the letter, BP had a
SEMS program in place prior to Macondo.

The industry has embraced it. And so I just want to make sure
we are not fining these guys for paper trail infractions. What would
be your opinion of that?

Mr. BRoMmwiICH. Congressman, as you probably know, we actually
issued the original SEMS rule a year ago. And precisely because
we were concerned about the kinds of issues you have just raised,
we deferred enforcement for a year. So, we have not begun the ac-
tual process of doing inspections or reviews, and we are not doing
that until November of 2011.

So there has already been a deferral because I think we were re-
alistic in recognizing that particularly small and mid-sized opera-
tors might have to do some significant work. Now, what would be
helpful, Congressman, we have held workshops on SEMS. I know
industry has held workshops on SEMS. The Center for Offshore
Safety, which is run by API, has held workshops on SEMS, and is
doing work on that.
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I have not heard from contractors or anyone else about specific
problems they are having. I would urge you to urge them——

Mr. LANDRY. I am going to.

Mr. BROMWICH.—to come see us.

Mr. LANDRY. I am going to do that. I am going to try to get them
focused on that. I think the problem is—and I would like you to
consider it in my 10 seconds—is that on top of all of the additional
hoops and bureaucratic hurdles that are being placed in front of
them from the permitting process, that they are trying to look at
their revenue source as they implement all of these. And so I do
appreciate the 12-month period that you have given them. What I
am telling you is that I think they need an additional 12 months,
not in the implementation or the enforcement, but that the enforce-
ment take place in such a manner that it doesn’t penalize the in-
dustry immediately.

You can conduct the audits. You can issue a notice of violation.
But you can withhold implementing civil penalties for that time pe-
riod so as to give the industry and you all the opportunity to work
through it.

Mr. BrRoMwWICH. Congressman, I would be very interested in
hearing about the scope of the magnitude of the problems, and we
will try to be fair and appropriate in our response.

Mr. LAMBORN. OK. I have to keep things moving along. We have
time for one more set of questions because there are 9 minutes and
40 seconds left in the vote series, and then we will have to go into
recess. Representative Sarbanes.

Mr. SARBANES. Thank you, Mr. Chairman. Thank you, Director,
for being here. I want to commend you for your efforts to keep this
reorganization moving in a timely way. It sounds like you are on
track to get it done. I think it is going to make a big difference in
terms of ensuring safety with respect to all of these operations that
the agency oversees. And frankly, it is good thing for the industry
that you regulate because if you can put new protections in place
that create more confidence over time, that is going to be better for
the industry, and we are going to avoid the kinds of spills that ob-
viously, you know, undermined that industry for a long period of
time.

So I thank you for your work. I wondered if you could—and I un-
derstand that the reorganization can benefit from codification in
law. There is much that you can do without that, and you have
done. But getting it codified makes sense. I think many of us feel
that the opportunity to put in place some of the other recommenda-
tions from the Commission and other places presents itself at the
time of doing that codification, and we would like to see more of
that be part of this. That may not happen, but that is, I think, the
perspective that we bring.

I wanted to ask you if you could try to quantify—as I look back
on the problems that you tried to address with the reorganization,
my sense is that during the period in which the lines got very
blurred in which I think frankly the agency became captive of the
industry, you could sort of lay that—you can point to two sources
of that. One is that in some cases people are just being negligent
in the jobs they were supposed to do on the regulatory and over-
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sight side. But the other piece was that just the structure of it was
such that, you know, good people could lose their way.

Can you in any way kind of sort of quantify the two baskets that
those things fall into? And I assume you will say that now at least
from a structural standpoint, what you have put in place is such
that good people will not lose their way because those basic protec-
tions are there.

Mr. BROMWICH. Thank you very much for your question, Con-
gressman Sarbanes. It is a very good question. I think it is less
negligence than the fact that the agency was starved for resources.
The number of installations that our inspectors had to review and
inspect was an astronomical number, over 3,200 facilities right
now, not to mention all the drilling rigs.

We now are up to 80 inspectors, but at the time of the spill, we
had about 55 inspectors. So you and I can do the math, 55 inspec-
tors for, let us say, 3,500 facilities. You compare that to the UK,
where they have about one inspector for every two installations.
You start to get a sense for the numbers, and the fact that the
task, the magnitude of the task in front of our regulatory per-
sonnel, particularly our inspectors, was impossible.

So I can’t completely eliminate the claim that there may have
been negligence in some instances. There is in every organization,
and I am sure there was in the MMS. But people were being
stretched way beyond organizational and human capacity to do
that job.

Now, with respect to your other point, I think that is a funda-
mental point. But I think the two in a way converge. There was
a blurring, but the blurring was driven by the fact that priority
was always given to revenue generation. And the President’s Com-
mission found that. It interviewed former MMS directors, and it
asked them, what was your top priority as MMS director. And
without exception, they said, generating revenue for the Federal
Treasury.

Well, if that is your top priority, then balanced resource develop-
ment becomes secondary, and regulation and enforcement, it
doesn’t even become tertiary. It is in the back of the bus.

Mr. SARBANES. Let me ask you something real quick because my
time is going to expire. We talked in a prior hearing about my in-
terest in creating accountability at the highest levels within these
companies. And I have spoken to the notion that CEOs ought to
have some civil liability if they don’t oversee response plans prop-
erly and so forth.

Do you feel that there is sort of a single point of accountability
and responsibility in operating within these companies to your sat-
isfaction, or do you think there is still more work we could do
there?

Mr. BROMWICH. I would want to see a specific proposal. I think
we have gotten to a point where we now have that kind of account-
ability. What we have through an NTL that we issued last Novem-
ber is a requirement of a certification from a high level company
official—it doesn’t have to be the CEO under our model, but it has
to be a high and responsible corporate official—that all of the sub-
missions that are made are compliant with all existing regulations.
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So there is now somebody on the hook in a way that there never
was before. Now, could that be changed or modified in some way?
Sure.

Mr. LAMBORN. OK. Thank you. Director Bromwich, we do have
to conclude for now. We will go into recess. We only have three
minutes and 52 seconds left to get over and vote. I wish we could
have wrapped up the first panel, but that wasn’t possible, even
though we started early. So we will back shortly after finishing vot-
ing, and we will resume and finish up the first panel, and then go
into the second. We will be in recess.

[Recess.]

Mr. LAMBORN. The Subcommittee will come back to order. Thank
you for your patience, everyone who waited, especially Director
Bromwich. We know your time is valuable. I hope you were able
to get things done in the previous 60 minutes or so that we were
over at the Capitol. But now we can resume.

Mr. BROMWICH. Great.

Mr. LAMBORN. We are back in order, and we will finish up with
our questions, and then be done with this portion of the hearing.
The next person in line is Representative Flores of Texas, and you
have five minutes.

Mr. FLORES. Thank you, Mr. Chairman. Thank you, Director
Bromwich, for joining us again today. One of the things that I took
back from the last time that you testified was that the drilling per-
mit process was back on track, and seemed to be moving in a fairly
good pace, and that the things were moving efficiently.

The problem still remains, though, that activity levels, where
people are actually trying to stick a drill bit in the ground, in the
seabed offshore, are still way below historical averages. That has
a dramatic impact on jobs, American jobs, and ultimately will have
an impact on American energy production. And that decline in
American energy production is going to have a detrimental effect
on the American economy. And this is just not the time to be expe-
riencing things like that.

So as a result of that concern, I began to do some research and
looked at the prerequisite for drilling permit applications. And as
we all know, it is plans for exploration and plans for development,
and noticed a dramatic slowdown in that regard. I looked at the
THS data, and you have indicated today you don’t agree with that
fiHS data, so I have tried to actually independently see what the

ata is.

The data on the BOEMRE website, unfortunately, is a little bit
opaque. And so I wasn’t able to come to that conclusion. And I no-
ticed that Senator Vitter sent a letter to you to try to get to the
bottom of the same issues I have got. I am going to send you a sub-
stantially identical letter in the next couple of days, but it is also
going to expand it to talk about shallow water data as well, and
also to ask you if there is a way that we can—that the American
public can look at your data and drill in and see what is actually
happening, where it is a little less opaque.

So that is one of the directions I will be going later on. You are
somebody that is well-read. I mean, you read the comments about
your agency and about what is happening in activity. And you tell
us that your clients, if you will, the operators and the contractors,



40

are not complaining about the relationships with your agency. But
when I privately meet with these companies, they are telling me
something different.

They are also saying that the personnel at BOEMRE are saying
to your clients, to these operators and contractors, thank you for
not publicly criticizing us. And that sounds to me like that could
be 11:Wo things, not only a thank you, but a warning to not be crit-
ical.

So I guess what I would suggest or ask you, is there a way that
we can ask these companies to be more forthcoming when they are
talking to you, and not worry that they are going to somehow be
hurt and their applications for exploration plans or development
plans or drilling permits—can you help me with that?

Mr. BROMWICH. Sure.

Mr. FLORES. Is there a way to make this a more collegial rela-
tionship than what we have today?

Mr. BRoMwICH. I think there is. I think we have been making
enormous strides in that direction. I think I mentioned earlier that
we had a permitting workshop two weeks ago all day long with
many detailed presentations from our folks, as well as panels from
industry helping their colleagues in the operator community work
through the various issues that are associated with submitting per-
mits.

I obviously can’t control what our people say, but I can control
what I do. And I have never turned down a meeting from an oper-
ator or a contractor or anybody else who says that there are still
significant issues that they think are interfering with or impeding
the orderly process of approving plans or approving permits.

In addition to the permitting workshop, we had a plans workshop
last March, again all day. A couple of hundred participants from
industry attended. The feedback that we got was extremely favor-
able. We will continue to do that kind of outreach. This afternoon,
I am meeting with an industry group. Again, it is something I do
all the time, individual operators, groups of operators and so forth.

Keep in mind, though, that you may be hearing from contractors.
We deal primarily with operators. They are the ones who submit
the plans. They are the ones who submit the permits. And we obvi-
ously can’t control what happens, for example, Congressman, after
we approve a permit, how quickly the drill goes in the ground.

Some time ago, we were actually disappointed to see that of the
number of deep water permits that we granted, only a minority
had spud.

Mr. FLORES. Just to clarify what I had talked about before, the
bulk of the comments I am receiving are from the operating com-
munity. My encouragement to you would be to—you set the culture
for the organization as the guy at the top, just like I used to when
I was CEO. And I would ask you to facilitate a culture of openness
and cooperation, where an operator can come in and feel free to
speak freely about what works and what doesn’t work. And then,
of course, I will send you the letter, and you can have time to send
more data later on.

Mr. BRoMWICH. Congressman, I couldn’t agree with you more. I
think open relationships and transparency and the freedom to come
in and point out deficiencies or shortcomings in the process, those
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are keys to our being able to improve. And so I agree, tone is set
at the top. That is the tone I have tried to set, and I will continue
to do that.

Mr. FLORES. Thank you.

Mr. LAMBORN. OK. And we will try to continue on and finish up
our first round of questioning. And I know that there is a hard de-
partment time for you in about 15 minutes or so, so we will honor
that.

The next person in the line is Representative Duncan of South
Carolina, for five minutes.

Mr. DUNCAN. Thank you, Mr. Chairman. Thank you for the time-
liness of this panel. I would like to yield the balance of my time
to Mr. Landry from Louisiana.

Mr. LANDRY. Mr. Bromwich, I would like to just echo what Mr.
Flores says. And keep in mind that these companies, as they go
through your regulatory hurdles, that they agree with, it requires
resources from their part. And so they have a finite amount of re-
source, unlike what we experience at the Federal Government
level. They can’t just go and ask Congress for more money. So,
again that is where I think we have a big sea of difference.

I wanted to ask you, there was an article that came out which
said that at the current rate of permitting, even at the current
rate, we would lose an additional eight rigs in the Gulf of Mexico.
And so I don’t understand how operators can be telling you that
the 12 that are coming back, or that have left, may be coming back
when there are articles that say that at the current permitting
pace, we would probably lose an additional eight.

And so in light of those comments, I can’t see how the Wall
Street Journal can sit there and say that we have, you know, got-
ten back to robust drilling in the Gulf of Mexico. Could you give
me about a minute reply?

Mr. BROMWICH. Sure, Congressman. I have not read the Wall
Street Journal article. I had only been told about before. And it is
not the Wall Street Journal saying it. It is political officials in Lou-
isiana who are saying it. One of them is

Mr. LANDRY. No. He says——

Mr. BROMWICH.—quoted prominently.

Mr. LANDRY. No, no, no. What he says—excuse me. I just want
to correct that. He just says that there is optimism out there. And
I think that optimism is the fact that we are getting some permits.

Mr. BROMWICH. Exactly.

Mr. LANDRY. And we may be seeing a thaw.

Mr. BRoMWICH. Exactly. And then many of the other comments
are from operators, executives in major companies. Mr. Odum, the
North American head of Shell, is quoted as being very bullish
about the future of the Gulf of Mexico. So it is not the Wall Street
Journal as I read it making it up out of thin air. It is based on con-
versations and discussions they have had with agency—rather with
operator, executives, and officials, as well as people who see the ac-
tivity around them.

Mr. LANDRY. With that, Mr. Chairman, I would like to yield the
balance to Mr. Flores.

Mr. LAMBORN. OK.
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Mr. FLORES. Thank you, Mr. Landry. In April, right after the CR
was passed, you testified that your agency was given 47 million of
the 68 million they requested for Fiscal Year 2011. And so you
were given a significant amount of money to try to recalibrate your
agency to fit the responsibilities that you have. Can you tell me
how many people you have hired to work on permitting?

Mr. BROMWICH. I don’t have the specific number that we have
hired for permitting specifically. I know that we have hired a num-
ber. What we calculated is the difference between what is in the
President’s request for Fiscal Year 2012 and what was in the
House Appropriations Committee mark would mean that we would
have a shortfall of approximately 20-plus permitting personnel,
again new personnel that we would have hoped to bring on that
would expedite the permitting process, that if we are not given that
level of funding we won’t be able to bring on.

Mr. FLORES. But you have added personnel for this function. Is
that correct?

Mr. BROMWICH. Sorry?

Mr. FLORES. You have added personnel.

Mr. BROMWICH. Yes, yes.

Mr. FLORES. OK, OK. If you can, if you can get somebody to get
that number to me, that would be helpful.

Mr. BROMWICH. Sure.

Mr. FLORES. I mean, we are getting close to the end of the fiscal
year. Have you expended all of the dollars that were you were ap-
propriated for this purpose?

Mr. BRomwicH. We are working hard to expend as many of them
as we can. We are running into some issues relating to recruit-
ment, frankly, of drilling engineers. I gather industry is running
into some of the same problems. And at the salaries we pay, it is
not only a challenge right now. I think it is going to be a con-
tinuing challenge. So we have some ideas and strategies that we
are going to pursue to try to make sure that we have an adequate
number of drilling engineers to make sure that we are able to con-
tinue processing permits and actually process them at a more rapid
level than we are able to now.

Mr. FLORES. OK. So at this point in time, it is not really a short-
age of dollars as much as a shortage of being able to get people in
the seats to be able to process permits.

Mr. BROMWICH. Yes, it is partly that. But based on the conversa-
tions that I have had with operators, particularly some of the big
companies that are heavily invested in the Gulf of Mexico, they
think that the pace of their activity is ramping up now. They think
it will continue to ramp up, and ramp up significantly.

So what I try to do is look around the corner and anticipate
where we are going to be X months from now. I don’t want to be
in a situation where the backlog has grown. And so that is why I
am so concerned about ensuring that we have adequate funding so
we can make the efforts to hire the engineers who will be in place
to review the permits.

Mr. FLORES. OK. Thank you. I yield back.

Mr. LAMBORN. OK. I recognize Representative Rivera of Florida.

Mr. RivEra. Thank you. I yield my time to Representative
Landry.
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Mr. BROMWICH. You are a lucky man today.

Mr. LANDRY. I know. Our relationship. Open and transparent is
going to apply to Congress as well, right?

Mr. BROMWICH. Absolutely.

Mr. LaNDRY. OK, all right. A couple of things. Can you explain
how you addressed the recommendation of the President’s hand-
picked commission with regards to MMS reorganization, particu-
larly with respect to those areas where you disagreed with the com-
mission’s recommendation?

Mr. BRomwicH. Well, we disagreed with very little in the Presi-
dent’s Commission’s recommendations. We thought that they were
sound, that they were reasonable, that they were based on a lot of
hard work by some very smart and experienced people.

The one distinction that I think we had is they recommended, as
I think you know, that there be an independent safety authority,
a Presidential appointee, with a term of years, and that that entity
within Interior have a direct report to the Secretary of the Interior.

I think that is a serious proposal, worthy of serious consider-
ation. But because of our concerns with maintaining operational in-
tegrity and operational efficiency, our judgment was that it was a
step too far right now, and that it was important to make sure that
there continued to be coordination between the two agencies that
were about to split apart. And moving it more separate than what
we are doing would create risks that I am not comfortable with at
this moment.

And so that is the main difference. It is a nuance, I agree. But
because I know the agency, I think, better than any outsider, I
thought that that was a step too far.

Mr. LANDRY. Let me ask you this. Of the rigs that have left the
Gulf of Mexico, do you know if that was the latest generation of
rigs? Do you know—I guess my question is, as rigs leave the Gulf
of Mexico—or is America experiencing the latest generation of
those types of deepwater drilling rigs, leaving and leaving only in
the Gulf of Mexico an older, first, second, rather than third-genera-
tion type drilling rig?

Mr. BROMWICH. I can’t give you a definitive answer to that, Mr.
Landry. But I know that when we talk with operators, and they
talk about their current and short-term plans, they frequently brag
%bOEt the sophistication of the new rigs that they are bringing

ack.

So it is not scientific. I can’t give you numbers on that. But I
think they understand that the newer rigs are more likely to more
easily satisfy some of our requirements. And so that is what they
tell me about. But I don’t have specific data at my fingertips right
now. But my sense is that coming back into the Gulf or coming for
the first time into the Gulf are quite sophisticated, new drilling
rigs.

Mr. LANDRY. Do you have a timing when we might experience
the first rig actually coming back to the Gulf of Mexico?

Mr. BROMWICH. I think that has already happened, Congress-
man.

Mr. LANDRY. OK. I am going to go back and check on that. Do
you believe that the current pace of permitting provides certainty
in the market and will not affect potential revenue generated for



44

the gpcoming lease sale in the Western Gulf scheduled later this
year?

Mr. BROMWICH. I think there is a lot more certainty now than
there was a number of months ago. I think we are providing that
through the recent pace of permitting. And I think through our
continued efforts to talk to operators, to make sure that their ques-
tions are being answered, doing things like holding plans, work-
shops, and permitting workshops, and frankly raising the quality
of the permit applications that we get.

One of the things that came out during this workshop was that
there are huge gaps and data errors in many of the permit applica-
tions that we get. And so it is clear that if we are going to approve
the permits, we have to get compliant permit applications. And
that has been a significant problem.

With the guidance that we have given, the additional educational
efforts that we have done and will continue to do, I think we will
begin to see more compliant applications, and well be able to there-
fore review and approve them even more swiftly.

Mr. LANDRY. With the last 40 seconds, I would like to yield to
Mr. Flores.

Mr. FLORES. Thank you, Mr. Landry. Director Bromwich, in your
testimony, you were not supportive the Chairman’s proposal to
split the agency on a pre-sale/post-sale basis, if you will, saying
that would increase bureaucracy. However, it appears in the orga-
nizational structure that you are trying to operate under or the
other direction you are trying to go, we are splitting the folks who
review the drilling plans from the folks who review and approve
drilling permits.

So it seems like we are not consistent in terms of talking about
style of bureaucracies here. How do you recognize this? I mean, you
are saying that the Chairman’s idea on the one hand is not nec-
essarily a good idea. On the other hand, we are operating that way
today. And again, I am just concerned about the slow pace of drill-
ing activity, and I think this is one of the things that may be caus-
ing it. So you can reconcile this for me.

Mr. BROMWICH. Sure. I was really talking this morning about the
Chairman’s proposal in the discussion draft. And my main concern
about that is that by putting the plan’s function in the safety au-
thority, that there would need to be under law a very robust envi-
ronmental analysis and review that would need to be done in the
safety authority, at the same time that with respect to the five-year
plan and individual lease sales, there has to be a very robust envi-
ronmental review and analysis capability in BOEM.

What concerns me the most is you are going to have dueling en-
vironmental analyses that may conflict. And I just thought that
was a very unhealthy thing to create in the structure. Putting per-
mits in a separate place, there is very close interaction between
what permitting officials need to do and the information they get
from drilling engineers and inspectors who are carrying out review
functions and inspections functions.

So it was a much more logical fit to put the permitting authority
in the safety and environmental enforcement agency than to put it
together with plans. It makes much more sense.

Mr. FLORES. I yield back the rest of my time.
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Mr. LAMBORN. All right. That concludes our questions. Director
Bromwich, thank you for being here and for your testimony.

Mr. BROMWICH. Thank you, sir. I appreciate it.

Mr. LAMBORN. OK. And by the way, Members of the Committee
may have additional questions to submit to you in writing, and I
would ask that you would respond to those in writing as well.
Thank you.

OK. We will now have our second panel, and I would like to in-
vite Mr. Albert Modiano, President of the U.S. Oil and Gas Associa-
tion; and Dr. Donald Boesch, Commissioner of the National Com-
mission on the BP Deepwater Horizon Oil Spill and Offshore Drill-
ing.
Like all our witnesses, you written testimony will appear in full
in the hearing record, so I ask that you keep your oral statements
to five minutes as outlined in our invitation letter. Our micro-
phones are not automatic, so you have to turn them on when you
are ready to begin.

The timing lights work with a green light at the beginning, and
after four minutes a yellow light goes on, and then a red light at
five minutes. And, Mr. Modiano, you may begin.

STATEMENT OF ALBERT MODIANO, PRESIDENT,
U.S. OIL AND GAS ASSOCIATION

Mr. MobpIANO. Thank you very much. Good morning. Well, we
are getting close to afternoon, but good day. It is a pleasure to be
invited to address the Chairman’s discussion draft to reorganize
the Interior Department’s offshore energy agencies.

I am Alby Modiano, President of the U.S. Oil and Gas Associa-
tion. The U.S. Oil and Gas Association is the Nation’s oldest trade
association for oil and gas. We have over 4,500 individual members.
It is the only national association with divisions in the States along
the vital Gulf of Mexico, and they include the Texas Oil and Gas
Association, the Louisiana Mid-Continental Oil and Gas Associa-
tion, the U.S. Oil and Gas Association of Mississippi-Alabama, and
as well as our inland division, the Mid-Continental Oil and Gas As-
sociation of Oklahoma.

My own background and bonafides to look at this activity is that
before USOGA, I was a civil servant acting as a deputy director of
MMS.

The Chairman has drafted an effective plan on how Congress
should delegate its authority to the Secretary of the Interior to un-
dertake the Nation’s business of Federal leasing, approving devel-
opment activity, safety, environmental review, sustain Federal
workforce competency, and royalty collection.

But reorganization should be guided by several fundamental
principles. The new organization should have clear lines of author-
ity. It should be given adequate funding to do its mission, and it
should be given the means to discharge its responsibilities as effec-
tively and efficiently as possible.

The draft legislation does draw lines of clear authority. It pro-
poses an organic act for the new organization and establishes a
new Under Secretary, with Assistant Secretaries and managing
new bureaus. By proposing an organic act, the legislation recog-
nizes that Congress should have an important role in approving the
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new organization’s leaders through its constitutional powers of ad-
vice and consent.

Senate confirmation hearings often spark additional congres-
sional and public discussion of national priorities. And such review
of the department’s oil and natural gas mission would likely benefit
from such confirmation hearings.

The draft places the new Office of Natural Resource Revenues
under the DOI’'s management for policy and budget. Collecting rev-
enues is a question of accounting and accuracy, and making sure
that the rules are followed. In fact, the word royalty comes from
an age when the king collected a payment for bounty obtained on
royal lands. Americans expect no less from the use or our common-
wealth.

When the department awards a Federal oil or natural gas lease,
it must collect royalty in an efficient, accurate, and timely manner.
In placing the Office of Natural Resource Revenue within the de-
partment’s policy and budget organization the Committee should
carefully consider if royalty collection and enforcement is separated
enough from policy and budget operations.

Just as the threat of intermingling, perceived intermingling, or
perceived opportunity for intermingling of priorities at odds with
one another was a concern when royalty operations were under the
MMS roof, some might argue that unless a new office truly stands
alone, such concerns remain unaddressed.

In addition to clear lines of authority, providing adequate fund-
ing is critical. The new Under Secretary for Land and Resource
Management and new bureaus must receive the adequate funds
they need to succeed. You cannot reorganize your way out of acci-
dents, but you can better organize talent and resources to reduce
the risk to as close to zero as humanly possible.

The new Bureau of Ocean Energy Safety will need adequate
funds to develop and sustain its critical programs because safety is
more than a budget cycle. It is a continuing priority year-in and
year-out.

In addition to providing clarity and funding, the organization led
by the Under Secretary must be given the means to discharge its
responsibilities as efficiently as possible. By creating a new organi-
zation with an additional layer of bureaucracy, the Under Sec-
retary, is efficiency really improved? Probably yes.

Having an Under Secretary is one means for Congress to bring
greater gravitas to Federal management of energy development.
There is no way to ensure better means and greater efficiency than
giving it a higher profile. The Federal energy portfolio would have
a higher status that it does not today by virtue of its elevated role
within the department reporting to an Under Secretary. And Under
Secretary has a great ability to compete for needed resources and
to look over its entire organization.

The industry hopes that these organizational changes provide the
best means to manage the Interior Department’s offshore energy
agency so that government can act in a timely, efficient, and seam-
less manner. The discussion draft establishes clear lines of author-
ity, a commitment to adequate budgeting and staffing, and pro-
vides the means to discharge the responsibilities.
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We are more concerned that the new organization is a success
rather than the exact organizational structure created. We support
the draft’s approach to reorganize the Department of Interior’s
energy agencies.

[The prepared statement of Mr. Modiano follows:]

Statement of Albert Modiano, President, US Oil & Gas Association

Thank you for the invitation to the US Oil & Gas Association to comment on the
Chairman’s Discussion Draft to Reorganize the Interior Department’s Offshore En-
ergy Agencies.”

The US Oil & Gas Association is the nation’s oldest oil and natural gas trade as-
sociation. It was founded in October 1917 in Tulsa, Oklahoma as the Mid-Continent
Oil & Gas Association following the United States’ entry into World War 1. A prin-
cipal purpose of the Association’s formation was to provide essential supplies of pe-
troleum and petroleum products to the allied forces; helping the Allies, “. . .to float
to victory on a wave of o0il.” The US Oil & Gas Association’s contribution to victory
helped establish it as an Association in which individuals working cooperatively
could resolve mutual problems and achieve great results.

Over the past ninety-four years the US Oil & Gas Association has been a strong
advocate in public policy debates for the individuals who build and sustain the U.S.
petroleum industry. These individuals represent companies of all sizes in the domes-
tic industry, majors, independents; family owned companies, small partnerships as
well as single entrepreneurships.

The Association has over 3,500 individual members, covering the full spectrum of
the domestic petroleum industry. The Association is unique among industry trade
groups. It is the only national association with Divisions in the States along the
vital Gulf of Mexico; which include the Texas Oil and Gas Association, the Louisiana
Mid-Continent Oil and Gas Association, the Mid-Continent Oil and Gas Association
of Oklahoma and the US Oil & Gas Association Mississippi/Alabama Division.

During my career I was a civil servant in the Department of Energy and in the
Department of the Interior, Minerals Management Service (MMS) working on en-
ergy and oil and natural gas policy. At MMS, I first served as Director of the Office
of Policy and then as the MMS Deputy between the years 1989 and 1993.

The Chairman has drafted an important discussion document on how Congress
should reorganize MMS and delegate its authority to the President and Secretary
of the Interior to undertake the nation’s business of federal leasing, approving devel-
opment activity, safety, environmental review, sustained federal workforce com-
petency and collecting the revenues associated with such activities.

Reorganization should be guided by several fundamental principles. The new or-
ganization should have clear lines of authority, it should be given the budget and
staffing that it needs to do its mission, and it should be given the means and oppor-
tunity to discharge its responsibilities as efficiently as possible.

The USOGA shares and supports the need to establish clear lines of authority for
oil and natural gas operations on federal lands and the Outer Continental Shelf and
the collection of federal royalties. The discussion draft draws new lines of clear au-
thority by establishing a new organization chart and adopting this organization by
an act of Congress. With these clear lines of authority, it strengthens the Depart-
ment of the Interior’s ability to undertake resource development, facility inspection,
workplace safety and environmental stewardship.

The Chairman’s reorganization plan defines new institutional reporting respon-
sibilities (with new supporting organizations and programs) and new Bureaus with
focused and circumscribed priorities in a way that makes their role and mission un-
derstandable and accessible to all.

The Chairman’s discussion draft moves beyond the reorganization steps taken by
Department of the Interior over the past year. It proposes an organic act for the
new organization. It establishes a new Under Secretary and Assistant Secretaries.
The two new Bureaus reporting to the Under Secretary, Energy and Land Minerals,
are: the Assistant Secretary Ocean Energy Safety (comprised of the Bureau of
Ocean Energy and Ocean Energy Safety Service) and an Assistant Secretary Land
and Minerals Management (comprised of the Bureau of Land Management Office
of Surface Mining, reclamation and Enforcement). It also moves the existing Bureau
of Land Management and the Bureau of Reclamation under the new Under Sec-
retary. A new Under Secretary with direct congressional authority helps to make
Department’s resource development activities and policies more transparent and ac-
countable to the public and Congress.
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By proposing an organic Act establishing the Under Secretary, Assistant Secre-
taries and Bureaus in place of MMS, the discussion draft recognizes that Congress
should have an important role through its power of advice and consent in approving
the President’s appointees nominated to lead and manage these activities. Senate
confirmation of the President’s appointments to the Department of the Interior’s
Under Secretary and Assistant Secretaries for Energy Lands and Minerals is an im-
portant part of checks and balances. Senate confirmation hearings often spark addi-
tional congressional and public discussion of national priorities and goals. The coun-
try’s federal oil and natural and gas development policies would likely also benefit
from such confirmation hearings.

The discussion draft also codifies that the Assistant Secretary for Policy, Manage-
ment, and Budget manage the Office of Natural Resources Revenue responsible for
collecting all federal royalties and revenues for onshore and offshore energy produc-
tion. It makes clear that royalty collection operations must be separated from leas-
ing, safety and environmental responsibilities However, a closer look if this action
establishes clearer lines of authority, or not, should continue to be reviewed in
greater depth.

Collecting federal royalty payments it is a question of rules, accounting and
accuracy.

The rules for such payments, accounting, auditing report records, and enforce-
ment remains today, fundamentally, the same as the origin of the word “royalty”
implies— the King’s collection of a share of the purse gained from any use and boun-
ty obtained on the royal hunting grounds. A royalty payment for the value at the
site of the catch is owed to the King. Americans expect no less from the use of its
commonwealth. When the public, through the Department, awards a federal lease
contract for oil or natural gas production, it expects to be paid its royalty share of
the value of this resource taken at the point of its production.

This committee and the Chairman should consider whether, or not, the royalty
collection and enforcement mission is really separated enough from the general pol-
icy and budget operations of the Department of Interior if it is housed in the policy
and budget office. Just as the intermingling, threat of intermingling, or perceived
opportunity for intermingling of priorities at odds with one another, was a concern
when it was under the MMS roof, some might argue that unless this operation truly
stands alone these concerns remain unaddressed.

Given all of the above, the Chairman’s draft does provide greater clarity, com-
petency, efficiency, and accountability to responsible resource development.

In addition to drawing clear lines of authority and accountability, providing ade-
quate resources are critical for success. The new Under Secretary for Land and
Resoutéze Management and Bureaus must receive the necessary funds needed to
succeed.

Congress ultimately determines funding.

Much of the impetus for reorganization came from concerns over royalty collec-
tion, safety and environmental review practices.

In addressing safety, you cannot organize your way out of accidents, but you can
help all participants understand and adopt operating practices to bring the risk as
close to zero as humanly possible. Many of the Chairman’s proposals to address
safety issues will mean authorizing and appropriating money to develop these pro-
grams. Safety evaluation and improvement never ends, it is a continuing priority
year in year out. Congress should provide the necessary funds to keep these pro-
grams robust and moving forward.

Environmental stewardship is akin to safety. Studies, reviews and scientific anal-
yses take resources of staff and money.

Following the organizing principles of establishing clear lines of authority and a
commitment to funding it is also important to review reorganization plans as to
whether or not the new organization is also given the means to discharge its respon-
sibilities as efficiently as possible.

The industry agrees with the goals of reorganization, but it is important to note
that there is some concern about whether, or not, some parts of the plan provides
the most efficient means to discharge its various missions.

The question asked is does adopting an organic act help or distract from the goals
of the proposed reorganization? Does creating a new bureaucracy help the Depart-
ment of the Interior better manage its offshore agencies? In the end, is efficiency
really improved?

In this case, some express concern that by reforming MMS (and adding some new
missions) under an organic legislative mandate, Congress has created a new bu-
reaucracy and a new energy monarch that might be less efficient, prone to mission
creep, and lead to unintended consequences. The wiles of organizations and their
development over time can be erratic and institutionalizing congressional power and
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authority at a single point, is a step that should be taken with serious review and
scrutiny.

However, consolidation also has many merits, and creating an Under Secretary,
as stated before could be a very efficient way to organize. In addition, an Under Sec-
retary also creates a champion for the Department’s energy portfolio bringing both
clearer and greater authority to the management, of its offshore energy activities.
An Under Secretary could be champion for budget and staff, and give undivided
management attention to keeping the trains on time. An Under Secretary could help
increase the pace of energy development and highlight its importance. On the other
hand, some are skeptical that separating under different entities the review of ex-
ploration plans and drilling permits could slow everything down and in the end not
be efficient government. That is certainly a potential outcome, unless, again, there
are adequate resources and staff assigned to these activities.

Of particular importance to the industry is the emerging and future role of the
Center for Offshore Safety that the industry has established in Houston, Texas. The
President’s panel that studied the BP accident recommended the creation of an inde-
pendent safety body to review all phases of drilling operations so as to assure that
industry meets the highest international standards. The industry took the rec-
ommendation to heart by establishing and funding just such an institution. This
safety institute is designed to address many of the same safety concerns expressed
by the current administration and by the Chairman—as demonstrated by the pro-
grams and organization proposed. The industry’s Center for Offshore Safety is mod-
eled on similar organizations established by foreign oil companies and the nuclear
power and chemical industries. The goal is to improve the offshore safety through
better and more efficient management and operations. The Committee should con-
tinue to study the draft’s proposal to establish an Ocean Energy Safety Service—
so that the shared goal of safety is coordinated among government, industry and
others so that it does not, unintentionally, become a forum only for academic debate,
at the expense of adopting and deploying the latest, best safety scenarios.

The effort to reorganize and redirect the work of the former Minerals Manage-
ment Service addresses many of the concerns about real or perceived conflicts by
partitioning the mission across three new agencies. The Chairman’s draft proposes
steps and establishes organic congressional approval. The industry hopes that these
changes provide the means to discharge these responsibilities as efficiently as pos-
sible so that operational and regulatory programs regarding onshore and offshore
exploration, leasing, plan approval and permitting continue to be undertaken in as
timely, certain, efficient and seamless manner as possible.

Again, a review of the Chairman’s discussion draft in terms of it establishing clear
lines of authority, a commitment to adequate budget and staffing to do its mission,
and providing the means to discharge its responsibilities as efficiently as possible
finds that these organizing principles are embedded in the reorganization proposal.
In the end, however, the most important measure of a reorganization’s success is
if it works as intended—and as the industry relies so much on the actions of the
Department for access, leasing and permit review it is critical that a new bureauc-
racy make things better, not worse.

Mr. LAMBORN. All right. Thank you. Mr. Boesch, you may begin.

STATEMENT OF DONALD BOESCH, PRESIDENT, UNIVERSITY
OF MARYLAND CENTER FOR ENVIRONMENTAL SCIENCE,
COMMISSIONER, NATIONAL COMMISSION ON THE BP DEEP-
WATER HORIZON OIL SPILL AND OFFSHORE DRILLING

Mr. BoEscH. Great. Thanks very much, Mr. Lamborn and Mem-
bers of the Committee, for the opportunity to talk to you today. I
am here on behalf of the Oil Spill Commission. I was one of the
seven members. And we are very pleased that you are taking up
legislation to enact part of our recommendations, and I would add
my support and our support of my fellow former commissioners to
the idea of codifying this in legislation so that it maintains itself
from administration to administration.

You know, yesterday the report of the joint investigative team
was released, the Coast Guard and BOEMRE, about the specific
causes, of the accident. And we commissioners and our staff who
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worked hard on our report, which was delivered eight months ago,
were very reassured by the fact that it basically agreed with our
analysis that we delivered at the time, and maybe provide greater
level of confidence of the nature of the particular incident that we
need to try to deal with and correct. So just like getting a second
opinion from another doctor, this is helpful.

The other difference between our two investigations, though, is
that our investigation was independent. We were not part of gov-
ernment. So the report delivered yesterday by BOEMRE is not
going to address internal reorganizational structural issues within
BOEMRE. So on that basis, we made recommendations that went
beyond the proximate issues related to that spill.

Many of the issues that have been discussed in terms of the need
to separate the functions better, we are very pleased that the
BOEMRE, under Secretary Salazar and Director Bromwich, have
taken those steps. Let me specifically hone in, in the interests of
the short amount of time we have, in what our recommendations
actually said with respect to the two models that we have, the
BOEMRE reorganization model and Mr. Hastings’ draft bill.

First of all, the issue of the function of BSEE, as BOEMRE is
now calling it, the Bureau of Safety and Environmental Enforce-
ment, versus the Ocean Energy Safety Service in Mr. Hastings’ bill,
our analysis came down more like Mr. Bromwich described in that
we would activities related to environmental analysis and manage-
ment of the resource, management of leases and so on, and put
them in the ocean management group, whereas the issues that
should be at arm’s length regarding permitting should be in the
safety and enforcement division.

We also, as Mr. Bromwich just pointed in response to Mr.
Landry’s question—the one distinction in our recommendations
from that that BOEMRE has enacted is that we recommended that
this environmental safety and enforcement branch be actually an
independent agency within Interior.

Let me give you a brief understanding of why we recommended
that. We heard all sorts of suggestions when we did our work, from
everything is just fine, it is just one bad actor, no need to make
any changes, to you really need to take these functions out of Inte-
rior altogether. There were proposals to put this in OSHA, the Oc-
cupational Safety and Health Administration, and EPA.

Our view is that this really needs to be under the responsibility
given under the OCS Lands Act to the Secretary of the Interior,
but that we saw enough to see the inherent conflicts of interest of
having the permitting and final safety analysis and enforcement
done within the agency that actually managed the resources well.

So that is the reason for our recommendation. As Mr. Bromwich
said, he thinks our proposal has merit. It may be harder to do, but
we think ultimately it is going to be important to do that in order
to gain the confidence of the American people that we are man-
aging this resource well.

Finally, let me just say that although this is an important step
with respect to the reorganization in BOEMRE, the codification of
that reorganization, there are many other things in our rec-
ommendations that we hope that this Committee and other cog-
nizant committees of Congress would pay heed to. Just related to
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BOEMRE, there are issues that already have been discussed about
funding.

As Mr. Bromwich said, these things are going to cost money to
do it well, and we all know that we are dealing with a budget def-
icit and looking for reductions. So we are having to compete for
that. We felt that our analysis related to other types of fees that
are provided on industry, regulated industries, could be easily ap-
propriated in this case, and that the cost of these services are actu-
ally quite small compared to the value of the resource to the indus-
try and to the American people.

The other thing which was pointed out just briefly about the dif-
ficulty of recruiting people into key positions, I don’t know whether
this requires congressional authority or Office of Personnel Man-
agement, but some flexibility needs to be given to the department
to allow for appropriate salaries to recruit those people.

Finally, let me just say there are a whole bunch of other rec-
ommendations in our report regarding safety of operations, oil spill
response, environmental restoration, and so on. We would hope
that Congress would, in a progressive way, then begin to look at,
as they have in this particular case with respect to the reorganiza-
tion of MMS. Thank you.

[The prepared statement of Dr. Boesch follows:]

Statement of Donald F. Boesch, Commissioner, National Commission on the
BP Deepwater Horizon Oil Spill and the Future of Offshore Drilling

Chairman Lamborn, Ranking Member Holt, and members of the Subcommittee,
I am pleased to offer the perspectives of the National Commission on the BP Deep-
water Horizon Oil Spill and the Future of Offshore Drilling on legislation to reorga-
nize the Department of the Interior’s offshore energy agencies. 1 served as one of
the seven members of this Commission that delivered its report to the President,
Congress and the American people on January 11 of this year. In my regular em-
ploy, I am the President of the University of Maryland Center for Environmental
Science, but I brought to my service on the Commission previous experience with
offshore oil and gas exploration and production issues in the Gulf of Mexico.

As I know you are aware, the Commission’s report contains numerous rec-
ommendations for improving the safety of offshore operations, safeguarding the en-
vironment, strengthening oil spill response, advancing well containment capabilities,
overcoming the impacts of the spill and restoring the Gulf, ensuring financial re-
sponsibility, and moving to frontier areas. Among those recommendations are rec-
ommendations for promoting congressional engagement to ensure responsible off-
shore drilling. In that light, the former Commissioners are pleased that the Sub-
committee is having this hearing to consider draft legislation that addresses impor-
tant Commission recommendations regarding reorganization of the former Minerals
Management Service (MMS).

Prior to the Deepwater Horizon accident MMS was not only responsible for off-
shore leasing and resource management; it also collected and disbursed revenues
from offshore leasing, conducted environmental reviews, reviewed plans and issued
permits, conducted audits and inspections, and enforced safety and environmental
regulations. The Commission found that the mingling of distinct statutory respon-
sibilities—each of which required different skill sets and fostered different institu-
tional cultures—led inevitably to internal tensions and a confusion of goals that
weakened the agency’s effectiveness and made it more susceptible to outside pres-
sures.

At the core of this tension was a trade-off between, on the one hand, promoting
the “expeditious and orderly development” of offshore resources, as mandated by the
Outer Continental Lands Act of 1978, while also ensuring, on the other hand, that
offshore development proceeded in a manner that protected human health, safety,
and the environment. Demand for lease revenues and pressure to expand access and
expedite permit approvals and other regulatory processes often combined to push
MMS toward elevating the former goal over the latter. MMS lacked either a clearly
articulated mission or adequate guidance for balancing its different missions leading
to inefficient management and a tendency to defer to industry, which intervened to
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shorten time frames for plan and permit reviews, block rulemaking concerning roy-
alty valuation, and delay and weaken rules aimed at improving the safety manage-
ment of operations.

All of these problems were compounded by an outdated organizational structure,
a chronic shortage of resources, a lack of sufficient technological expertise, and the
inherent difficulty of coordinating effectively with all the other government agencies
that had statutory responsibility for some aspect of offshore oil and gas activities.
Besides MMS, other offices of the Department of the Interior as well as the Depart-
ments of Transportation, Commerce, Defense, and Homeland Security, and the En-
vironmental Protection Agency (EPA) were involved in some aspect of the many fac-
eted facilities and operations, from workers on production platforms to pipelines,
helicopters, drilling rigs, and supply vessels.

In the weeks and months following the Macondo well failure the Secretary of the
Interior renamed MMS the Bureau of Ocean Energy Management, Regulation and
Enforcement (BOEMRE) and he and the Bureau’s new director began to implement
a plan to split its responsibilities into three separate offices. The Office of Natural
Resources Revenue was moved into the Department’s Office of Policy and Budget
and BOEMRE was organized into the Bureau of Ocean Energy Management
(BOEM) and the separate Bureau of Safety and Environmental Management
(BSEE). Our Commission, after considering the views of many parties, including
those who argued that the safety and environmental management functions must
be placed in a separate department of the government, concluded that they should
remain in Interior, but be independent of BOEM and insulated from the pressures
to increase production and maximize lease revenues by having this independent au-
thority report to the Secretary.

The Commissioners are pleased to see that the discussion draft legislation by
Chairman Hastings codifies in law the executive actions taken to segregate the rev-
enue (Office of Natural Resources Revenue), ocean energy management (Bureau of
Ocean Energy) and safety and environmental enforcement (Ocean Energy Safety
Service) functions. However, the legislation would not take the step of separating
the reporting line of the Ocean Energy Safety Service from the Assistant Secretary
of Ocean Energy and Safety, leaving that office the functional equivalent of the
present BOEMRE Director. We urge the authors and members of the subcommittee
to consider that step in order to provide the level of insulation that the Commission
felt necessary. We suggest consideration of our recommendation that the director of
the Ocean Energy Safety Service be a qualified executive appointed by the President
for a five-to-six year term and confirmed by the Senate. And, we further urge the
members to consider that if we are to learn from the painful lesson of the Macondo
blowout, environmental protection, as well as energy resources management, should
be an important responsibility of the Bureau of Ocean Energy.

While the Commission did not consider the appropriate organizational level (e.g.
Assistant Secretary versus Bureau director) within the Department of the Interior,
it is not clear to us what is gained by elevation of the present BOEMRE to an As-
sistant Secretary level and the elevation of the Assistant Secretary for Land and
Minerals to an Undersecretary for Energy, Lands and Minerals. These pairs of units
seem functionally equivalent.

The former Commissioners are pleased to see the establishment of a National Off-
shore Energy Health and Safety Academy [Section 3 (d) (10)] and an Outer Conti-
nental Shelf Safety Advisory Board under the Federal Advisory Committee Act (Sec-
tion 5). The advisory board seems similar to the Ocean Energy Safety Advisory
Committee that has been established by the BOEMRE Director under FACA. Per-
haps some cross-comparison would help sharpen its organization and function.

The Oil Spill Commission made another recommendation that seems germane to
the scope of the discussion draft legislation: providing appropriate resources for the
reorganized programs. Mindful of the federal budget pressures, the Commission rec-
ommended that the budgets for these new offices as well as existing agencies come
directly from fees paid by the offshore industry, akin to how fees charged to the tele-
communications industry pay for the expenses of the Federal Communications Com-
mission, which is essentially fully funded by such regulated industry payments.
Under existing law, while the industry pays substantial amounts for leases and roy-
alties to compensate the American public for the extraction of their resources, it
pays modest inspection fees that contribute only about 3 percent of BOEMRE’s an-
nual budget. By our estimation the cost of essential management, including environ-
mental assessments and regulatory functions, could be covered by fees that amount
to a few cents per barrel of oil produced, scarcely enough the affect the price of oil
on the world market or the price of gasoline at the pump.

Finally, while the proposed legislation is a positive first step, there are many
other recommendations of the Oil Spill Commission that merit consideration of leg-
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islation by the Congress. These range from ensuring the statutory authority of the
safety and environmental management program, to improving interagency oil spill
prevention and response, and to environmental restoration. We urge the Natural
Resources Committee and other committees with appropriate jurisdiction to keep
t}ﬁe Commission’s report on the top of the desk and firmly in mind in addressing
these issues.

Mr. LAMBORN. OK. Thank you for your testimony as well. We
will now begin our questioning. I am hopeful that we can get
things done and wrap up this hearing before the next series of
votes. So I am just going to jump right in.

Mr. Modiano, Director Bromwich spoke about how they analyzed
and considered splitting up functions of BOEMRE by pre-lease
versus post-lease activities. The Director’s primary reason for not
going this route with his reorganization is due to concerns with in-
creasing environmental analysis duplication and bureaucracy.

With your knowledge of how these processes worked when they
were combined at MMS, do you have any critical analysis of those
processes and how the best way to separate them in a way that
makes the process more efficient versus slower and more bureau-
cratic would be?

Mr. MopIANO. I think that the Chairman’s draft does take into
account the best way to handle these issues. When the Director
was talking about the fact that he thought that there would be du-
plicative efforts, I am not sure that that is necessarily the case be-
cause so much depends upon developing working relationships that
should share similar data and analysis, considering that they are
working in the same parts of the ocean on the same problems, or
onshore.

So it seems to me that in the environmental community, as long
as people maybe more efficiently develop common sets of environ-
mental data and then share it, I don’t necessarily think you would
have to suffer by having a delay. I don’t really see it that way.

Mr. LAMBORN. Well, I think that having an Under Secretary at
the helm with the particular goal in mind for safe energy produc-
tion on Federal lands might help. What do you think about that?

Mr. MobDIANO. I agree. I think that when you give a higher sta-
tus within a community, and this community is the Department of
the Interior, you are also giving it a higher status among govern-
ment and here within Congress. And because, as I said, you are the
delegators of the authority, you create and allow any position in
government to do what they want. And so by your naming a person
an Under Secretary, you have given them the opportunity to have
greater gravitas within the concerns and missions that they are
trying to pursue.

He sits at a table in which he can coordinate better across the
board. I think the Under Secretary, in fact, in the end will be a
good idea. And, of course, many of the jobs, as we all know, in gov-
ernment and leadership depend upon the quality of people that we
put in them. And again, the Congress would have an opportunity
to ask these questions upfront before this person takes his seat at
the table by advice and consent.

Mr. LAMBORN. OK. Thank you. And last, you mentioned that sep-
arating out the revenue collection functions of MMS into its own
agency is of great importance, and that makes perfect sense. How
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about splitting up the rest of MMS functions, leasing, environ-
mental analysis, plan and permit review, and enforcement? Do you
have any concerns given your experience in working for the agency
in the past that may come with splitting up these duties between
different agencies and the impacts it could have on the process,
pace—I imagine it must be done very carefully.

Mr. MobIANO. Yes. I agree that it should be done very carefully.
But again, the operations and the missions that you are asking the
department’s new organization to undertake, the way that you
have created the buckets and filled them in the Chairman’s draft
I think makes sense.

In terms of my comments on the royalty collection part, I think
that royalty collection is such a different duck than the other oper-
ations that we are talking about that it needs to just stand alone
and report to the Secretary probably. It is one of those things
where it is almost like your office of an inspector general, where
it should be there. It should have accountants. It deals with its
trust responsibilities of the department because of its relationship
to Indians and the Indian royalty collection. And so for me, it
seems as if it is less tainted if it gets involved in other policy con-
cerns, you know, that might go on in the Office of Budget and Man-
agement.

Mr. LAMBORN. OK. Thank you. And at this point, I would recog-
nize Representative Sarbanes for five minutes.

Mr. SARBANES. Thank you, Mr. Chairman. I am going to move
my chair. First of all, thank you both for being here.

Dr. Boesch, I assume that you—and I think maybe you have al-
ready alluded to this if not said it directly. But I assume you be-
lieve that in the Congress’ response to what was one of the biggest
disasters we have had in recent memory in terms of environmental
impact, should go beyond just a simple codification of the reorga-
nization that has occurred, and should do more to respond to some
of the recommendations that your commission put forward.

Dr. BOESCH. Yes, Mr. Sarbanes. There are any number of areas
that could quite likely require legislation that have to do with some
of the details of the regularity authority within the reorganized
MMS or BOEMRE. They have to do with interagency coordination
of issues and oil spill response, as well as environment permit re-
view. They have to do with one of the areas that I have worked
a good part of my career on that I think is important going forward
of environmental restoration of the Gulf Coast after the spill.

So there are a number of actions I think that are there in our
report that can’t be done by executive agency action alone.

Mr. SARBANES. It is a great missed opportunity because the way
things work, frankly, in the public and around here is that you get
people’s attention for a certain period of time, and if you don’t seize
the moment, then you can lose it forever. And I hope the majority
here in the House of Representatives will be more open to the no-
tion we ought to take advantage of this moment in time to address
some of these other concerns.

One of them I gather is also the fee structure that would help
support, for example, the inspection operations of the agency. And
maybe you could speak to that real briefly.
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Dr. BoescH. Right. I think Mr. Bromwich talked a little bit about
that, about the cost of the additional inspectors, the reviewers of
permits and so on that are going to be required, the challenges
they have with regard to the pay grades for some of these folks.

Just on a personal level, I actually lived in Houma, Louisiana,
in Mr. Landry’s district, until 1990. When I left there in 1990, 3
percent of the oil produced in the Gulf of Mexico was from deep
water, greater than 1,000 feet. Now it is like 80 percent. And
during that same time frame, that is 20 years, the budget of MMS
declined rather than increased. So this is an agency which has
been resource starved. It needs reorganization. But it needs the
resources.

We know the fact that you are in an impossible situation with
looking for budget cuts, and any new costs are going to be very dif-
ficult to fit in. And it seems to us to be appropriate. There are
many other examples where the industry pays for the cost of their
regulation.

Mr. SARBANES. Well, my impression is surely the industry is in
a position to afford what again would, even increased, would rep-
resent a modest contribution to help with the resources of the
agency.

Before my time runs out, I have been very focused from the be-
ginning of this disaster on the degree of accountability that ought
to go to the people at the very top. And I think one of the problems
at BP was you didn’t have that accountability.

Now, I have taken that view as far as thinking that, you know,
there ought to be some civil liability that falls on the CEO of a
company, who ought to be required to test, for example, and certify
to the adequacy of a response plan, spill response plan. I know that
in testimony before your commission, the CEOs of ExxonMobil and
Shell Offshore spoke to this issue of how you change the culture
of an organization so that people have a culture of safety and vigi-
lance with respect to these things, and how you make sure that at
the very top that accountability exists.

And I am still worried that at BP, for example, and perhaps
other parts of the industry, you don’t have that accountability. Can
you speak to the testimony that you heard on that point and your
view of it?

Dr. BoEscH. Yes, just in brief. And it is archived. The video is
archived, so it is very compelling. Rex Tillerson, the CEO of
ExxonMobil, and Marvin Odum, the CEO of Shell U.S., basically
gave from their own company’s experience—Exxon a commitment
that the leadership made after the Exxon Valdez to improve their
reputation. It was essential to their business plan. And Mr.
Tillerson talked very compellingly about that.

Mr. Odum had just come, before he met with us, from
helicoptering offshore to go to an offshore platform to give an
award to someone who pulled the lever and shut things down. It
turned out to be a false alarm, but basically the idea was to tell
people in their company that this is OK. Safety is first.

Mr. SARBANES. Thank you. I yield.

Mr. LAMBORN. OK, thank you. Representative Landry.

Mr. LANDRY. Dr. Boesch, I hope the gentleman from Maryland
would agree to maybe if he wanted to look for additional revenue
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or have the industry pay for a little more, if we could tie that to
getting back to pre-permitting levels. You know, that seemed
maybe something the industry may be interested in if we could
speed the pace of the permitting process.

Also, real quickly, I wanted to ask you—and I also have a ques-
tion for Mr. Modiano. Are you concerned as any—because it seems
like I remember in your report you made mention of the differen-
tiation between shallow water and deep water drilling since you
lived down there. Are you afraid that we may be painting with too
broad of a brush the industry in the Gulf of Mexico as a whole, and
would you say that there exists the need to acknowledge there are
really two separate industries in the Gulf of Mexico, both a shall
water and a deep water industry?

Dr. BoEscH. I don’t know if they are exactly separate, but there
are different challenges. As you know, the deep water industry,
which has grown so dramatically and has produced so much oil,
has found rich resources, have inherent challenges not only be-
cause of the water depth, but most importantly because of the pres-
sure in these deeper formations. It is a whole other level of risk.
So for that reason—and I think that is why you see BOEMRE now
having different rules and requirements for deep water drilling.

Having said that, you know, the shelf industry is old now, so it
has got a lot of infrastructure. It has got a lot of pipelines and
other things which pose other kinds of risks and so on that need
attention as well.

Mr. LANDRY. Right. So treating them the same would not be the
right thing to do.

Dr. BoescH. Right. I don’t think that is what is being proposed
or being done, anyway.

Mr. LANDRY. OK. Mr. Modiano, I have to tell you, I thank you
for including in your testimony the importance of efficiency as an
important fundamental that should guide reorganization. Given
your experience at MMS, do you think our proposal is something
that does that?

Mr. MobpiANO. Yes, I do, because I thought long and hard about
it, and somehow, when you clear up levels of authority, and you
make changes of command easier, and you know that at the end
of your own organization, you are pretty much at the level of the
Secretary’s office by being able to go to an Under Secretary, things
become more efficient. You don’t have to necessarily take your As-
sistant Secretary’s time to go across the department and hold inter-
department decisions. Your Under Secretary can do that for you
and resolve things quicker.

So I think that by putting new authorities and higher authorities
within it will make it more efficient. It is one of those things you
watch in government and it is not a tangible, but you can feel it
when companies have a greater vertical ladder, you somehow get
things done quicker than if you have to stay horizontal within the
department.

Mr. LANDRY. Thank you. Would you like to expand on Dr.
dBoesgh—on the question that I gave concerning shallow water and

eep?

Mr. MoDIANO. I think absolutely you are right. I mean, there are
different engineering challenges between shallow water and deep
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water. There are different levels of risk. There are different ways
that you approach things. Even the physical presence of the types
of instrumentation that is used may be more accessible closer to
shore than offshore.

At the same time, the resources of the companies are different.
It is a different type of company that might be dealing in the off-
shore versus the onshore, and therefore they might need separate
types of ways that they can work with the department so that in
terms of enforcement and how things happen and what inspectors
come out, there is an understanding that we are dealing in the mil-
lions and not hundreds of millions of dollars of levels with compa-
nies.

And so I think that that sensitivity has to be appreciated and
has to be built into the work that the new structure has. You are
absolutely right.

Mr. LANDRY. Thank you. Mr. Chairman, I yield back.

Mr. LaAMBORN. OK. I want to thank the panel for their testimony.
Members of the Committee may have additional questions for the
record, and I would ask that you respond to those in writing. If
there is no further business to come before the Committee, the
Committee stands adjourned.

[Whereupon, at 12:08 p.m., the Subcommittee was adjourned.]
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