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Abstract

The Oil & Gas Industry also referred to as ““ Energy
Markets “ are considered to be the drivers of the
world economy. The oil & gas companies are
involved in efforts of systematic steps of
exploration, drilling & extraction of oil and gas from
potential reserves followed by processing, storage &
distribution. These companies have to undertake
heavy operational activities for maintaining
production at large volumes to meet the cost
associated with the operations.

In oil and gas projects many oil spills and blowouts
occurred due to a lack of efficient risk assessment in
the construction phase, resulting in financial loss
and human capital. The Paper analyses the
Simultaneous failures in the safety procedure of
operations on the offshore drilling rig owned by
Transocean and operated by British Petroleum
which led to the Deepwater Horizon oil disaster,
which occurred in the Gulf of Mexico on April 20,
2010.

The objective of this research is to comprehend the
intricate underlying abnormalities that led to the
occurrence of this terrible event and the succeeding
events and associated consequences for liable
organisations.

The analysis starts with companies involved in the
drilling project and their roles and relationship. The
paper underlines the procedural failures which led to
the explosion and the spill and addresses the lessons
driven by the accident and the necessary corrections
and advancements which would help avert potential
and probable misfortunes of such kind.

The report details the costs to British Petroleum, the
damage to its reputation, and the responses that
followed the catastrophe. We go through the
strategy BP employed to survive and gain control of
the circumstance.

Keywords: Offshore Drilling, Semi Submersible Rig,
Blowout Preventer, Mud Barrier, Public relations,
Gulf states, Exploration, Crisis response.

. Introduction

The Oil and Gas industry's profits are
always accompanied by inherent risks which
induces a need for a designated structure and
framework for risk measurement and its
management to facilitate smooth and successful
operations.  Various legislations and safety
regulations have been put in place to compel cost-
effective companies in the industry to pursue safety
guidelines and regulations to avoid any loss of Life,
property and environment.

Yet these organisations find loopholes to
bypass these safety requirements and bend rules to
cost-cut their activities and increase profits being
completely ignorant of the risks associated. This
traditional approach in the industry has led to several
accidents and tragedies which have been
consequential in huge damage and losses.

The Deepwater Horizon blowout on April
20, 2010, at the Macondo well resulted in costing the
lives of 11 men and marked the beginning of a
catastrophe that sank the Deepwater Horizon
drilling rig and spilt nearly 5 million barrels of crude
oil into the Gulf of Mexico.

The London-based British Petroleum
owned the Macondo well and the rig that exploded
was leased from Transocean. Halliburton under
contract with BP was responsible for building the
cement casing intended to seal the well in the event
of a disaster.

1.1. Transocean Ltd.

An American company, the world's largest
offshore drilling contractor by revenue. Deepwater
Horizon is a platform owned by Transocean.
Deepwater Horizon was built for $350 million and
leases its services for $1 million a day.
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Transocean was acquired by BP
Exploration & Production Inc. contracted to supply
the Deepwater Horizon rig and personnel to drill the
Macondo well on Block 252 of the Mississippi
Canyon. The Transocean group includes drilling,
marine and maintenance teams. The Transocean
senior managers involved in day-to-day operations
are the Offshore Installation Manager and the
Captain. At the time of the incident, there were 79
Transocean personnel on board the Deepwater
Horizon, nine of whom were Killed.

1.2. British Petroleum

It was founded in 1909 as Anglo-Persian
Oil Company and it became BP in 1954.London-
based BP had become the world’s fourth-largest
corporation based on revenue, producing more than
4 million barrels of oil daily from 30 countries. Ten
per cent of BP’s output came from the Gulf of
Mexico.
BP personnel in Houston, Texas, managed the
development and operation of the Macondo well and
provided direction and support to their personnel
onboard the Deepwater Horizon.
The well-site leaders exercised BP’s authority on the
rig, directed and supervised operations, coordinated
the activities of contractors, and reported to BP’s
shore-based team.
But BP had a tarnished reputation for safety in its
industry due to its link to multiple hazards some of
which are stated below.
March 23, 2005: Explosion at BP’s Texas City.
Nov. 29, 2009: Pipeline leaks onto the tundra at
Lisburne field in Alaska.
June 25, 2012: Explosion during maintenance on a
pipeline at BP’s Pinon natural gas compressor
station.

1.3. The $350 Million Rig.

A 5th generation semi-submersible mobile
offshore drilling unit, the Deepwater Horizon is
capable of working in water up to 10,000 feet deep.
This capability puts Deepwater Horizon at the
forefront of oil and gas exploration. In 2009, the
Deepwater Horizon team drilled the world's deepest
oil and gas well, having a vertical depth of 35,050
feet.

Deepwater Horizon entered service in
April 2001 and began working for BP in the Gulf of
Mexico in September. With the exception of one
well drilled for BHP Billiton in 2005, Deepwater
Horizon has operated exclusively for BP. In
September 2009, BP extended its Deepwater
Horizon drilling contract through September 2013.

1.4. The Macondo Well

Macondo Springs is located in the
Mississippi Canyon region of the Gulf of Mexico,
about 80 miles off the coast of Louisiana. BP
acquired the rights to the Macondo project from the
United States in March 2009. Mineral management
service. As an operator, BP has been responsible for
all aspects of the planning and development of the
Macondo well.

The plan was to take advantage of the
Transocean Mariana Islands to drill a well in 4,992
feet of water about 80 miles off the coast of
Louisiana, southeast of New Orleans. The total
depth of the well should be 20,200 feet. BP
commenced exploration on 6 October 2009 at
Macondo using the Transocean Mariana rig. On
November 9, 2009, Hurricane Her Ida caused
damage to the Mariana Islands and drilling at
Macondo was halted. The Mariana was demobilized
to a shipyard for repairs and BP continued drilling
using the Transocean Deepwater Horizon oil rig.

b Qussissiern pusains The flacondo Well

® Source of leaking oil

The Blowout, Explosion & The Spill

The Blowout preventer (BOP) of the rig
which was supposed to cut off the flow of oil and
gas from the well failed to do so. This was followed
by an explosion on the evening of 20 April 2010 on
the Deepwater Horizon platform in the Gulf of
Mexico. That explosion, and the subsequent fire
aboard the rig, resulted in the death of 11 people and
injury to several others. The rig was fully evacuated
following the blast, and though attempts were made
to contain the fire, the platform sank into the Gulf
two days later on 22 April.

A mile beneath the surface of the water, oil
was gushing from the Macondo exploration well
drilled by Deepwater Horizon, the deepest that any
oil well blowout had occurred before.

Estimates differ on how much oil was
issued from the well in the 87 days however an
estimated 3.19 million barrels (~134 million
gallons) of oil spilt into the Gulf (4.0 million barrels
minus 810,000
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barrels of collected oil ). This was the largest oil spill
ever reported in U.S. history.

it took to seal the well. However, the well was
contained on 15 July although the well was not
officially declared dead by the US Government until
19 September 2010.

Later it was reported there were various safety
guidelines were overlooked during the drilling
process and evidence of breach of necessary safety
regulations emerged.

1. Fewer Barriers to gas flow at the well bottom: BP
used a single, long string of casing in the middle of
the drill hole, one designed for later use in extracting
oil.

2. Not many centralizers to keep the cement even:
BP used six of the devices for keeping tubes centred,
ignoring models calling for 21. It’s important to
have the casings centred in the good hole for the
cement pumped in around it to set evenly.

3. No bond log to test cement integrity: BP had hired
contractor Schlumberger to run tests, on the newly
cemented well. But BP sent Schlumberger's crew
home on a helicopter without having it run the test,
called a cement bond log.

4 . Pressure test misinterpreted: Rig workers
reported confusion over the negative test, which
measures upward pressure from the shut-in well. It
is a key test of whether the well is stable.

5 . Mud barrier removed early: BP decided to take
heavy drilling mud out of the system, to 3,000 feet
below the normal point, and earlier than usual. The
barrier wasn’t there to stem the gas kick that
destroyed the rig. The mud is used to keep any
upward pressure under control.

6. Blowout preventer failed: A stuck drill pipe and
intense pressures from the blowout caused a section
of pipe to bend and get lodged inside the blowout
preventer. The blind shear rams could not cut the
bent pipe completely and failed to seal the well.
The Chief Counsel‘s team’s findings address these
further shortcomings at the institutional ends where,

BP has not adequately identified the risks
posed by short-term changes in well design and
procedures. BP repeatedly changed plans at the last
minute, sometimes causing confusion and
frustration among BP employees and riggers. When

BP provided instructions and procedures to drillers,
the details and guidance were often insufficient.

Halliburton appears to have little oversight of the
work of its major cementers and does not appear to
have considered meaningful data to prompt a
redesign of its Macondo cement slurry.

Transocean did not properly train its personnel in
emergency response and kick detection and did not
pass on important lessons learned from similar
recent near-training incidents to personnel.
Formerly the Bureau of Minerals Management
(MMS) and now the Bureau of Marine Energy
Management, Regulation and Enforcement
(BOEMRE), the regulatory structure that took effect
in April 2010 was insufficient to address the risks of
deepwater drilling projects. s like Macondo.

Insights Gained from the Accident

The commission found that BP failed to
provide its well-site leaders and the rig crew with
clear, detailed and timely procedures. Specific
Industry level procedures and plans of action shall
be established and put into practice in order to avoid
accidents.

The Chief Counsel‘s team concluded that
all of the technical failures at Macondo can be traced
back to management errors by the companies
involved in the incident. Good management is all
about communication and BP failed at it for decades.
The presence of inadequate communication and
excessive compartmentalisation of information
contributed to the blowout. Breakdown in the flow
of communication is a contributing factor in most
major accidents. Simultaneously BP was unable to
upkeep safety regulations & standard precautionary
procedures during its operations which resulted in its
involvement in several accidents in various oil
fields.

The report said that some personnel were
inadequately trained, including the well-site leaders
when it came to conducting and interpreting a
negative pressure test. Nor were crews well trained
in how to respond to emergencies such as those that
occurred on the night of 20 April.
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Some of the essential reformations call for changes in the following executions and practices.

o Inducing Safety Culture

o Enhancing Safety Barriers

o Efficient Audit Systems

o Implementing Inspection Routines

0 Assessing employee Competence

The investigation reports of the Commission Report
to the President and Chief Counsel’s Report contain
recommendations for regulatory reforms. The
Report’s recommendations include:

1. The need to separate leasing from safety oversight
regulatory functions.

2. The need for a shift towards a risk-based
performance approach, similar to the “safety-case”
approach used in the North Sea

3. The need of authorisation, review and approval of
the safety case, as well as performance of
inspections

4. The need for improved international safety
standards

5. The need for increased transparency, reporting of
incidents and near-misses for the purpose of lesson
learning.

6. The need for increased capabilities and better
planning for emergency response.

The BP Settlement

Initially, BP failed drastically in terms of
crisis response as a result of its leadership
prioritizing damage control and strategies to shift
away from blames and accusations and gradually
BP’s stakeholders lost their trust and loyalty towards
the company.

According to BBC News, BP saw a $4.9
billion sales decrease in 2010, marking the
company's first annual decline since 1992. Boycotts
against BP stations in the USA were instantly
sparked by public outrage over the Deepwater oil

o0 Arrangements For Emergency Circumstances

0 Management of Effective Communications

0 Running employee and contractor Training

o Installing Process Control Systems

catastrophe. Despite that small bit of positive news,
the company's stock price fell sharply following the
oil spill in the Gulf of Mexico. A federal court in
New Orleans also authorised BP and the Justice
Department's agreement for the business to admit
guilt to 14 criminal charges and pay a $4 billion
criminal settlement after a protracted legal struggle.
As of December 2012, BP had invested over $14
billion in its response initiatives, including the
"Deepwater Horizon Oil Spill Trust."

In July 2016, BP stated that the spill's
estimated cost had reached $62 billion which were
inclusive of all individual settlements, city and state
litigation, federal lawsuits, civil fines, and clean-up
expenses. After the Deepwater Horizon tragedy,
BP's share value has fallen by 55% as of 2015. BP
and the U.S. Justice Departments reached a $20
billion settlement in October 2015, more than 5
years after the accident left more than 1,300 miles of
the Gulf of Mexico's shoreline tarnished. CEO Tony
Hayward was replaced by Robert Dudley in July
2010 where BP tried to embark on new leadership
with a changed company.

According to a Washington Post-ABC
News poll conducted in June 2010, about 81% of the
people surveyed gave low marks to BP for its
response. The general public, clients, shareholders,
media, gulf coast states and American Government
had a negative attitude toward BP.

BP hired Brunswick Group for its Public
Relations Management which would run a campaign
to overturn the vandalised reputation through
themes of acknowledgement where BP was seen
using advertisements containing “We will get it
done. We will make it right “BP’s PR management
also used strategies such as labelling the incident as
the “Gulf of Mexico oil Spill” to counter the use of
“BP oil spill” being used widely across all media
sources.
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Limitations of the Study

The paper has spaces of insufficiency in
primary data, the data contained is not derived from
first-hand sources. The inability to conduct research
through instruments of surveys and questionnaires
limits the paper. The non-synchronization of data
and statistics with time period creates issues of
variability in facts and figures which is dealt with
minimized numerical data inclusion compensated
with scrutinized information from verifiable
sources. The paper tries to subordinate technical
ingredients in order to form a common
understanding among the academic masses.

Also, the existence of unconfirmed,
sensitive and protected data in the internal
communication channels of stakeholders disrupts
the flow of information.

Conclusion

There have been a number of landmark
accidents in the past in the oil and gas exploration
industry and specifically offshore activities. The
Deepwater Horizon oil spill was one with a mass
volume of adverse effects in economic,
environmental and social spheres.

The incident was remarkable evidence to
push out reforms as it was high time companies had
subordinated safety regulations and precautionary
measures for ensuring cost cuts in order to cater
profit binding sectors related to the company.The
explosion and the spill was not just a blemish on the
oil and gas industry but a wake-up call to adhere by
the necessary protocols and procedures which are
put in place to abstain from accidents and
particularly of this scale.

Yet, profit-making companies like BP rank
up self-serving efforts to recover companies public
stature. This was evident in the case of BP where US
President Obama criticised BP for spending $ 50
Million worth of Tv advertisements during cleanup
operations which were lagging behind schedule and
pledged funds. At length, Bp was able to make its
settlement through bargain and managed to partially
restore its public persona escorted with negative
nostalgia .

There have been legislative and
institutional reforms but they would not justify the
reach of reforms required to overhaul the safety
apparatus of the industry. However, the corporate
perimeter still tries to rule out safety management
and early warning preventive measures irrespective
of the scale of operations they are involved in which
is accompanied by the probability of hazards and
mishaps. There is a clear need for data pooling and
exchange of information on past accidents and

transparent  environmental  disclosures  and
accredited data .
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