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Development of Offshore Resources: When is the Moratorium Really Over? 

Frank A. Verrastro, Senior Vice President and Director of the CSIS Energy and National 

Security Program, introduced the subject by discussing the implications of the moratorium. He 

posed the question: “In a post Macondo world, what is deemed to be an acceptable level of 

risk?”  He argued that while safety and environmental concerns clearly needed to be addressed 

with respect to drilling and production operations, resource development was critical to the 

nation’s economic and energy security and needed to be resumed.  Offshore production in the US 

Gulf of Mexico (GOM) accounts for 30% of the America’s oil and 13% of our domestic natural 

gas output. Deepwater production volumes represent 80% of the GOM’s oil output.  He noted 

that moratorium not only means lower levels of oil and gas production (as projects are delayed), 

but also diminished royalties, taxes, and jobs.  In the near term, a reduction of US oil output 

translates in to greater reliance on imports, more tanker traffic and increased balance of 

payments issues.  Verrastro also cautioned that a protracted delay in issuing new drilling permits 

(now that the moratorium has be lifted) could result in the redeployment of rigs and crews out of 

the Gulf and urged a timely resolution of outstanding issues and areas of potential ambiguity that 

could further delay the submission and approval of robust applications that would allow crews to 

get back to work while ensuring that adequate safe guards are established and enforced to ensure 

that well design, drilling operations and enhanced capabilities to address containment of problem 

wells (as well as containment and capture of any spilled oil) are put are in place.   

Drilling Offshore – Technologies, Equipment, Best Practices 

Charlie Williams, Chief Scientist of Well Engineering and Production Technology at Shell Oil 

Company, focused his presentation on the technical operations of deepwater drilling, giving the 

audience an overview of some of the equipment (from drill ships to blowour preventers), 

operational protocols and technologies that are utilized in offshore drilling. Mr. Williams 

described in great detail the high pressure issues which characterize deep offshore oil deposits, 

and the purpose and importance of drill muds/fluids in providing the hydrostatic pressure 

necessary to keep the reservoir flow in check as well as the significance of proper well design, 

equipment and the installation of multiple barriers.   Williams described the balance between 

prevention and recovery as being a trade-off between preventing hazards and mitigating the 

consequences of those hazards.  Describing the “safety case” type of regulatory approach (see 



 

slide presentation for “bow tie” image), he explained that while companies may prefer to focus 

on the prevention side of the equation, neglecting to also prepare mitigation strategies in the 

event that they lose control of a well can be a dangerous trade-off. 

Recommendations and Activity of the Joint Industry Task Force 

Albert L. Modiano, Governing Board Member of the Joint Industry Task Force and President of 

the US Oil and Gas Association, presented on the activities and recommendations of the Joint 

Industry Task Force, a group of companies and trade associations working together to reduce 

risk in deepwater drilling. The direction and goals of the task force are to resume safe drilling 

operations, improve spill response capability, upgrade industry drilling standards, and improve 

well containment and intervention capability. Modiano argued that while there is an existing 

safety culture within the industry, it must be improved through efforts such as increased capacity 

to prevent future crises. Mr. Modiano referred to the work done by the task force to date, 

emphasizing that, contrary to certain media coverage, the industry has been extremely proactive 

in terms of enhancing capabilities to both prevent future spills and improving abilities to react in 

the event such a spill were to occur. He described the task force’s work as being similar to a 

“post-mortem” examination, analyzing the direct causes of the Macondo accident and spill.  The 

progress of the task force so far has focused on three main areas: prevention through “best 

practices,” enhanced intervention by virtue of developing new equipment and approaches, and 

accelerated and improved spill response.   

Recommendations and Activity of the Marine Well Containment Company 

Lloyd Guillory, Project Manager, Marine Well Containment System at the ExxonMobil 

Development Company, presented on the progress of the Marine Well Containment Company, a 

joint venture initiative undertaken by Exxon, Shell, Conoco Philips, and Chevron. In order to 

restore confidence in deepwater drilling, these companies are developing a new containment 

response system and are committed to financing the initial investments in specially-designed 

equipment. The new system will improve safety and environmental protection, involving 

equipment that will be pre-designed, constructed, and maintained in the GOM. So far, the project 

organization has been established, the engineering and design work has been started, and the 

project managers have opened a dialogue with government agencies to keep both sides engaged 

going forward. The goal of the project is to develop designs which are flexible enough to be 

deployable under a variety of future scenarios, making the system more effective.  While Mr. 

Guillory hopes that their system will never have to be used, he expressed great confidence that it 

will be able to perform as advertised if/when it is called into service.  


