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Outer Continental Shelf Leasing:  BOEM Withdraws 
Controversial Sole Liability Orders 
 

On February 17, 2017, the Bureau of Ocean Energy Management 
(“BOEM”), which manages oil and gas leasing in the Outer Continental Shelf, 
announced that it is withdrawing previously-issued orders to sole liability 
property owners.  The announcement is likely to be welcome news for the oil & 
gas industry, which has been grappling with sweeping changes in a BOEM 2016 
notice to lessees regarding additional security for decommissioning liabilities 
(NTL No. 2016-N01). 

 In NTL No. 2016-N01, BOEM issued changes with respect to its 
determination of a lessee’s financial capability and decommissioning liability, as 
well as requirements relating to additional security.  Industry participants have 
expressed concerns that these changes, among other things, could only be issued 
under a notice and comment rulemaking procedure.  Participants were also 
concerned with the high cost of compliance with the changes and the potential 
adverse effect on the value of offshore assets.  The issues are further complicated 
given that decommissioning liability extends jointly and severally among co-
lessees and even predecessors-in-interest to leases.   

 On January 6, 2017, BOEM acknowledged the complexity with 
implementation of its notice and announced a six-month delay with respect to 
implementation for properties with co-lessees and predecessors in interest.  The 
delay, however, did not extend to sole liability properties (i.e., leases, rights-of-
way and rights of use and easement without any co-lessees or predecessors in 
interest with liability to meet lease obligations); BOEM had issued orders to sole 
liability property owners regarding additional security requirements back in 
December 2016. 

 With this new notice, BOEM is withdrawing its orders to sole liability 
properties pending the completion of the six month process it is currently 
undergoing to gather industry input on the subject.  BOEM acknowledges the 
complexity of the additional security program under NTL No. 2016-N01 but 
reserved the right to re-issue a sole liability order to any lessee if there is a 
substantial risk of non-performance by such lessee with respect to its 
decommissioning obligations.   

 These notices are available at https://www.boem.gov/Risk-
Management/. 
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