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Hilcorp Alaska, LLC Aaron O’Quinn
Land Manager
3800 Centerpoint Drive
Suite 1400
Anchorage, AK 99503

Phone: 907/564-4388
aaron.oquinn@bhilcorp.com

Director Justin Miller

Bureau of Safety and Environmental Enforcement
3801 Centerpoint Dr. Suite 500

Anchorage, AK 99503-5820

December 11, 2024

Subject: Supplement to Liberty Suspension Request and Request for Confirmation Regarding
Applicability of Notice to Lessees Letter No. 2019-G01 to Liberty Suspension Request

Dear Director Miller,

On August 28, 2024, Hilcorp submitted to your office a request for a Suspension of Production (the
“Suspension Request”) in connection with Leases Y-1650, Y-1585 and Y-1886 associated with the Liberty
Unit (the “Liberty Leases”). Hilcorp would like to (i) provide materials and information relevant to the
Suspension Request, and (ii) request confirmation as to the continued validity of the Liberty Leases
pending final action by BSEE.

Supplement to Suspension Request

In connection with the Suspension Request, Hilcorp would like to reiterate its desire to suspend the
Liberty Leases and renew its commitment to production. The DPP submitted on November 20, 2024 to
BOEM contains a schedule which plans to return to production by January of 2029. Ultimately, this DPP
is subject to environmental review under the National Environmental Policy Act and Hilcorp cannot
proceed to execute on the stated work schedule until it receives a record of decision from BOEM and
other regulatory approvals from various agencies, including BSEE, but the schedule of work nonetheless
represents a sincere commitment to production by Hilcorp despite the numerous permitting delays that
have occurred as a result of litigation, as detailed in the Suspension Request. By this letter, Hilcorp
supplements the schedule of work found in the Suspension Request to include the schedule included in
the DPP, as follows:

o November 2025-January 2028 — Permitting, Facility Upgrades, Procurement for 2028-2029
drilling campaign

e January 2028 — February 2028 — Ice Road Construction

e February 2028 — March 2028 — Mobilize Doyon 26 Rig

e March 2028 — July 2028 — Partially Drill SDI-01

e August 2028 — October 2028 — Drilling Pause (Open Water Season)

e November 2028 — January 2029 — Drill and Complete SDI-01
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Confirmation re Continuation of Liberty Leases

In addition, Hilcorp understands that the Liberty Leases are preserved from termination after December
26, 2024, if BSEE does not act by that time on the Suspension Request, for the purposes of allowing
BSEE to grant or deny the request.

NTL No. 2019-G01 instructs that if BSEE receives a suspension request and does “not take final action...
before the scheduled lease expiration date, the lease is preserved from termination for the purposes of
allowing BSEE to act on your request.” This NTL is consistent with other Departmental authorities.
Because Hilcorp submitted the Suspension Request prior to the scheduled expiration date of the Liberty
Leases (December 26, 2024), and in reliance on the guidance provided by BSEE in NTL No. 2019-G01,
we expect that the Liberty Leases will not terminate unless and until BSEE takes final action to deny the
Suspension Request.

Hilcorp requests your confirmation that should BSEE fail to act on Hilcorp’s Suspension Request by the
expiration date of the leases, the leases will not terminate for the purpose of BSEE granting or denying
the request. Clarification and confirmation on this point is crucial to Hilcorp as it continues to

take actions in furtherance of its commitment to production, including actions taken in accordance with
the Fourth Amended Development and Production Plan (the “DPP’") with the Bureau of Ocean Energy
Management (submitted November 20, 2024).

We appreciate the Bureau of Safety and Environmental Enforcement’s efforts in providing clear and
consistent guidance to ensure the responsible management of offshore energy resources. If any additional
information or documentation is required to assist in this determination, please do not hesitate to reach out
to me directly at 907-564-4388 or aaron.oquinn@hilcorp.com.

Thank you for your time and attention to this matter. | look forward to your response.

Sincerely,
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Aaron O’Quinn
Land Manager, Hilcorp Alaska
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Hilcorp Alaska, LLC Aaron 0'Quinn

Land Manager

3800 Centerpoint Drive
Suite 1400

Anchorage, AK 99503

Phone: 907/564-4388
aaron.oquinn@hilcorp.com

Bureau of Safety and Environmental Enforcement

Attn: Justin Miller, Director

Alaska Regional Office

Attn: Justin Miller

3801 Centerpoint Drive, Suite 500

Anchorage, AK 99503-5823 via e-mail Justin.Miller@bsee.gov

Subject: Request for Extension of Suspension of Operations and Production
August 12,2024
Dear Mr. Miller,

Pursuant to 30 CFR § 250.168 et seq, Hilcorp Alaska, LLC (“Hilcorp Alaska”), as operator, submits this request for
a Suspension of Production (“SOP”) for Leases Y-1650, Y-1585, and Y-1886 associated with the Liberty Unit (the
“Liberty Leases”).

Background

In 2014, Hilcorp Alaska submitted a Development and Production Plan (“DPP”) to the Bureau of Ocean Energy
Management (“BOEM”) which contemplated the construction of a 24-acre gravel island in the shallow Beaufort Sea
to drill and produce hydrocarbons from the Liberty Leases. The Bureau of Safety and Environmental Enforcement
(“BSEE”) extended an existing Suspension of Operations and Production (“SOP”) to allow BOEM to complete its
review and render a decision on the DPP. That SOP was extended in 2017, while BOEM’s review continued. BOEM
signed its Record of Decision (“ROD”) on October 17, 2018 approving the DPP, and BSEE granted Hilcorp an
additional SOP so that Hilcorp could provide BSEE with additional information necessary to finalize and approve the
Liberty Oil Spill Response Plan (“OSRP”). This ROD was challenged in Federal court, casting significant permitting
uncertainty on the project.

In December of 2020, the United States Court of Appeals for the Ninth Circuit (Case No. 18-73400) announced its
ruling that the NEPA process leading up to the ROD for the DPP was insufficient in several areas. The result of this
ruling is vacation of BOEM’s approval and remand to BOEM for further proceedings to address the shortcomings of
the NEPA analysis.

On December 26, 2021, BSEE granted Hilcorp an additional SOP for three years until December 26, 2024, to allow
Hilcorp time to develop the OSRP and commence construction of the Liberty gravel island project.

Under that SOP, Hilcorp has reported quarterly its progress toward developing the OSRP. Hilcorp has explored several
alternatives to address those initial concerns with the OSRP, including engagement with the University of Alaska-
Fairbanks regarding potential studies to evaluate the technical feasibility of different spill response methodologies.
Hilcorp has also taken a hard look at different reservoir development strategies that would alleviate the challenges
associated with a worst-case discharge spill response scenario and reduce environmental impacts associated with the
proposed development.

Based on this evaluation of the overall project, Hilcorp has determined that pivoting from the gravel island
development and moving toward an extended reach drilling (“ERD”’) development project from the existing Endicott

Satellite Drilling Island (“SDI”), represents the most prudent path forward.

Suspension Request
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e The existing suspension to be extended by one year until December 26, 2025.
e Proposed reasonable schedule of work to return to permitting:
o November 2024 — Initial submission of revised DPP to BOEM.
o December 2024 — September 2025 — Collaboration with BOEM to address requests for
additional information regarding the development proposal.
o October 2025 — BOEM determines the DPP is “deemed submitted”.
October 2025 — BOEM advises public of its Notice of Intent to perform analysis under NEPA.
o October 2025 — BOEM commences NEPA review, Hilcorp initiates work pursuant to revised
schedule of work informed by complete DPP.
o November 2025 — Hilcorp requests additional SOP extension pending NEPA review by BOEM
including a schedule of work which will outline required permitting activities and timelines.

o

Justification for Suspension

Hilcorp believes that an additional suspension period is justified to carry out the requirements of NEPA and due to
inordinate delays encountered in obtaining required permits because of third party challenges to agency action.

NEPA

The Regional Supervisor may grant a suspension to carry out the requirements of NEPA. In this case, NEPA
considerations are two pronged.

First, the 9th Circuit required BOEM to revisit its environmental impact statement (“EIS”) regarding certain
measurements of emissions from foreign oil consumption and with regard to the USFWS biological opinion it relied
upon in issuing the ROD for the Liberty gravel island development. The EIS has been remanded to BOEM for further
proceedings and the NEPA process remains unconcluded. Though Hilcorp anticipates moving forward with the ERD
DPP, NEPA processes are still outstanding for the gravel island proposal.

The second prong originates from Hilcorp’s assessment that a DPP amendment is necessary to contemplate
exploitation of the Liberty reservoir via an ERD campaign rather than a gravel island. This pivot in development
strategies will require Hilcorp to submit a DPP through an initial administrative process to completeness. The
complete submission of the DPP will then be subject to a decision-making process that must be informed by an
environmental assessment or EIS pursuant to NEPA. The schedule of work outlined above contemplates the renewed
initiation of NEPA in approximately the 4™ quarter of 2025.

For both reasons, a suspension is proper and justified to carry out the requirements of NEPA.

Permitting Delays

Proceeding with development of the gravel island scenario has proven to be infeasible due to permitting delays.

BSEE permitting delay resulting from discussion with BSEE and internal work by subject matter experts during the
current SOP period regarding intentional well ignition (IWI) requires an SOP extension to allow further time to explain
why IWI of oil released during a worst-case discharge (“WCD”) event and mechanical response to a WCD event is
significantly more achievable from the existing road-connected pad infrastructure at the SDI facility. Hilcorp believes
that spill response from the SDI facilities is significantly easier to achieve by conventional and accepted means than
from the gravel island development and that these permitting delays would be addressed by granting Hilcorp time via
an SOP to design an OSRP around the SDI ERD path forward.

As such, additional time is required to develop the DPP and work with relevant permitting agencies in the spirit of
this least impactful path forward.

Extended Reach Project Development

As Hilcorp has worked throughout the current SOP period to find a path forward on spill response for the gravel island
development plan, it became increasingly clear that a more efficient and permittable path forward is an ERD approach.





ERD technologies have improved since a prior Liberty ERD DPP was approved by the Minerals Management Service
from the Endicott SDI in 2008.

While Hilcorp was exploring options for WCD response from the gravel, Hilcorp also commissioned a world-class
ERD engineering consultancy to perform a drilling feasibility study for the Liberty SDI project. This included
providing a full-time employee secondee within the Hilcorp organization who reviewed previous studies performed
by other experts and those of BP ERD engineers in 2007-08.

As was determined by BP circa 2007, Hilcorp believes that successfully drilling the Liberty reservoir from SDI is
possible and would result in the efficient development of the reservoir while utilizing existing surface facilities and
minimizing impacts to greenfield areas of the Beaufort Sea. With many wells around the world drilled to greater
depths since BP’s nascent efforts at Liberty, there is additional precedent, learnings, and developed technology and
methods to support this conclusion.

Stated plainly, the ERD length and depth envelope has expanded substantially since 2007 rendering the ERD proposal
less exotic and far more technically feasible than would have been under the 2007 DPP.

We understand the importance of maintaining safe and responsible operations, and we are committed to resolving the
issues that have necessitated this request. For the above reason, we respectfully request a one-year extension of the
Liberty Leases SOP to allow the submission by Hilcorp, and the review by BOEM of an amended DPP which
addresses extended reach drilling access to the Liberty resource. We will keep BSEE informed of our progress and
will promptly notify you of any changes to our plans throughout this process.

We appreciate your attention to this matter and look forward to your response. Please do not hesitate to contact me at
907-564-4388 or aaron.oquinn@hilcorp.com if you require any additional information or have any questions.

Thank you for your consideration.

Sincerely,

Chn, Bl

Aaron O’Quinn
Land Manager
Hilcorp Alaska, LLC
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United States Department of the Interior
BUREAU OF SAFETY AND ENVIRONMENTAL ENFORCEMENT
Alaska OCS Region
3801 Centerpoint Drive, Suite 500
Anchorage, Alaska 99503-5823

August 27, 2024

Mr. Aaron O’Quinn, Land Manager
Hilcorp Alaska, LLC

3800 Centerpoint Dr. Ste 1400
Anchorage, AK 99503

Dear Mr. O’Quinn,

The BSEE Alaska OCS Region received your request for a Suspension of Production for the
three OCS leases comprising the Liberty Unit on August 12, 2024. The three leases are OCS-Y -
01585, OCS-Y-01650, OCS-Y-01886, all located in the Beaufort Sea OCS. BSEE’s regulations
at 30 CFR § 250.171 specify five elements required for a lessee’s request for BSEE to grant a
lease suspension. Following an initial review, BSEE has determined that your request does not
sufficiently satisfy three of the required elements, as follows:

§ 250.171(c): A statement that a well has been drilled on the lease and determined to be
producible according to § 250.1603 (SOP only), 30 CFR 550.115, or 30 CFR 550.116;

§ 250.171(d): A commitment to production (SOP only); and
§ 250.171(e): The service fee listed in § 250.125 of this subpart.

Absent a complete submission, BSEE cannot proceed with considering your request and is
returning the submission without rendering a decision. You may resubmit a subsequent request
including each of the five required elements at any time. BSEE encourages use of our TIMS
Web system (timsweb.bsee.gov) for future submissions. Please contact my office at (907) 334-
5300 or Justin.Miller@bsee.gov if you have any questions.

Sincerely,
Digitally signed by JUSTIN

JUSTIN MILLER pae: 20260827 16153
-08'00'

Justin T. Miller

Regional Director

BSEE Alaska OCS Region
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HIICOI’p Alaska, LLC Aaron O’Quinn
Land Manager
3800 Centerpoint Drive
Suite 1400
Anchorage, AK 99503

Phone: 907/564-4388
aaron.oquinn@hilcorp.com

Bureau of Safety and Environmental Enforcement

Attn: Justin Miller, Director

Alaska Regional Office

Attn: Justin Miller

3801 Centerpoint Drive, Suite 500

Anchorage, AK 99503-5823 via e-mail Justin.Miller@bsee.gov

Subject: Request for Extension of Suspension of Operations and Production
August 28. 2024
Dear Mr. Miller,

Pursuant to 30 CFR 8 250.168 et seq, Hilcorp Alaska, LLC (“Hilcorp Alaska”), as operator, submits this request for
a Suspension of Production (“SOP”) for Leases Y-1650, Y-1585, and Y-1886 associated with the Liberty Unit (the
“Liberty Leases”).

Background

The Liberty Unit consists of the Liberty Leases in the shallow Beaufort Sea in Federal waters. Beginning as early as
1982, numerous appraisal wells have been drilled into the Liberty prospect and following an exploration campaign in
1997, the Liberty #1 discovery well was drilled and determined to be producible pursuant to 30 CFR 8550.115. Since
that time, Hilcorp and predecessor operators have diligently worked to bring the Liberty Leases into production.

In 2014, Hilcorp Alaska submitted a Development and Production Plan (“DPP”) to the Bureau of Ocean Energy
Management (“BOEM”) which contemplated the construction of a 24-acre gravel island in the shallow Beaufort Sea
to drill and produce hydrocarbons from the Liberty Leases. The Bureau of Safety and Environmental Enforcement
(“BSEE”) extended an existing Suspension of Operations and Production (*SOP”) to allow BOEM to complete its
review and render a decision on the DPP. That SOP was extended in 2017, while BOEM’s review continued. BOEM
signed its Record of Decision (“ROD”) on October 17, 2018, approving the DPP, and BSEE granted Hilcorp an
additional SOP so that Hilcorp could provide BSEE with additional information necessary to finalize and approve the
Liberty Oil Spill Response Plan (*OSRP”). This ROD was challenged in Federal court, casting significant permitting
uncertainty on the project.

In December of 2020, the United States Court of Appeals for the Ninth Circuit (Case No. 18-73400) announced its
ruling that the NEPA process leading up to the ROD for the DPP was insufficient in several areas. The result of this
ruling is vacation of BOEM’s approval and remand to BOEM for further proceedings to address the shortcomings of
the NEPA analysis.

On December 26, 2021, BSEE granted Hilcorp an additional SOP for three years until December 26, 2024, to allow
Hilcorp time to develop the OSRP and commence construction of the Liberty gravel island project.

Under that SOP, Hilcorp has reported quarterly its progress toward developing the OSRP. Hilcorp has explored several
alternatives to address those initial concerns with the OSRP, including engagement with the University of Alaska-
Fairbanks regarding potential studies to evaluate the technical feasibility of different spill response methodologies.
Hilcorp has also taken a hard look at different reservoir development strategies that would alleviate the challenges
associated with a worst-case discharge spill response scenario and reduce environmental impacts associated with the
proposed development.
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Based on this evaluation of the overall project, Hilcorp has determined that pivoting from the gravel island
development and moving toward an extended reach drilling (“ERD”) development project from the existing Endicott
Satellite Drilling Island (“SDI”), represents the most prudent path forward. Hilcorp is committed to production from
the Liberty Unit. To demonstrate Hilcorp’s commitment, the following suspension request is submitted, which outlines
a reasonable schedule of work to achieve an approved ERD DPP.

Suspension Request

e The existing suspension to be extended by one year until December 26, 2025.
e Proposed reasonable schedule of work to return to permitting:
0 November 2024 — Initial submission of revised DPP to BOEM.
0 December 2024 — September 2025 — Collaboration with BOEM to address requests for
additional information regarding the development proposal.
0 October 2025 - BOEM determines the DPP is “deemed submitted”.
0 October 2025 — BOEM advises public of its Notice of Intent to perform analysis under NEPA.
0 October 2025 — BOEM commences NEPA review, Hilcorp initiates work pursuant to revised
schedule of work informed by complete DPP.
0 November 2025 — Hilcorp requests additional SOP extension pending NEPA review by BOEM
including a schedule of work which will outline required permitting activities and timelines.

Justification for Suspension

Hilcorp believes that an additional suspension period is justified to carry out the requirements of NEPA and due to
inordinate delays encountered in obtaining required permits because of third party challenges to agency action.

NEPA

The Regional Supervisor may grant a suspension to carry out the requirements of NEPA. In this case, NEPA
considerations are two pronged.

First, the 9th Circuit required BOEM to revisit its environmental impact statement (“EIS”) regarding certain
measurements of emissions from foreign oil consumption and with regard to the USFWS biological opinion it relied
upon in issuing the ROD for the Liberty gravel island development. The EIS has been remanded to BOEM for further
proceedings and the NEPA process remains unconcluded. Though Hilcorp anticipates moving forward with the ERD
DPP, NEPA processes are still outstanding for the gravel island proposal.

The second prong originates from Hilcorp’s assessment that a DPP amendment is necessary to contemplate
exploitation of the Liberty reservoir via an ERD campaign rather than a gravel island. This pivot in development
strategies will require Hilcorp to submit a DPP through an initial administrative process to completeness. The
complete submission of the DPP will then be subject to a decision-making process that must be informed by an
environmental assessment or EIS pursuant to NEPA. The schedule of work outlined above contemplates the renewed
initiation of NEPA in approximately the 4" quarter of 2025.

For both reasons, a suspension is proper and justified to carry out the requirements of NEPA.

Permitting Delays

Proceeding with development of the gravel island scenario has proven to be infeasible due to permitting delays.

BSEE permitting delay resulting from discussion with BSEE and internal work by subject matter experts during the
current SOP period regarding intentional well ignition (IWI) requires an SOP extension to allow further time to explain
why IWI of oil released during a worst-case discharge (“WCD?”) event and mechanical response to a WCD event is
significantly more achievable from the existing road-connected pad infrastructure at the SDI facility. Hilcorp believes
that spill response from the SDI facilities is significantly easier to achieve by conventional and accepted means than
from the gravel island development and that these permitting delays would be addressed by granting Hilcorp time via
an SOP to design an OSRP around the SDI ERD path forward.





As such, additional time is required to develop the DPP and work with relevant permitting agencies in the spirit of
this least impactful path forward.

Extended Reach Project Development

As Hilcorp has worked throughout the current SOP period to find a path forward on spill response for the gravel island
development plan, it became increasingly clear that a more efficient and permittable path forward is an ERD approach.
ERD technologies have improved since a prior Liberty ERD DPP was approved by the Minerals Management Service
from the Endicott SDI in 2008.

While Hilcorp was exploring options for WCD response from the gravel, Hilcorp also commissioned a world-class
ERD engineering consultancy to perform a drilling feasibility study for the Liberty SDI project. This included
providing a full-time employee secondee within the Hilcorp organization who reviewed previous studies performed
by other experts and those of BP ERD engineers in 2007-08.

As was determined by BP circa 2007, Hilcorp believes that successfully drilling the Liberty reservoir from SDI is
possible and would result in the efficient development of the reservoir while utilizing existing surface facilities and
minimizing impacts to greenfield areas of the Beaufort Sea. With many wells around the world drilled to greater
depths since BP’s nascent efforts at Liberty, there is additional precedent, learnings, and developed technology and
methods to support this conclusion.

Stated plainly, the ERD length and depth envelope has expanded substantially since 2007 rendering the ERD proposal
less exotic and far more technically feasible than would have been under the 2007 DPP.

We understand the importance of maintaining safe and responsible operations, and we are committed to resolving the
issues that have necessitated this request. For the above reason, we respectfully request a one-year extension of the
Liberty Leases SOP to allow the submission by Hilcorp, and the review by BOEM of an amended DPP which
addresses extended reach drilling access to the Liberty resource. We will keep BSEE informed of our progress and
will promptly notify you of any changes to our plans throughout this process.

We appreciate your attention to this matter and look forward to your response. Please do not hesitate to contact me at
907-564-4388 or aaron.oquinn@hilcorp.com if you require any additional information or have any questions.

Thank you for your consideration.

Sincerely,

Aaron O’Quinn
Land Manager
Hilcorp Alaska, LLC
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United States Department of the Interior

BUREAU OF SAFETY AND ENVIRONMENTAL ENFORCEMENT
Alaska OCS Region
3801 Centerpoint Drive, Suite 500
Anchorage, Alaska 99503-5823

Mr. Aaron O’Quinn

Land Manager, Hilcorp Alaska, LLC
3800 Centerpoint Drive, Suite 1400
Anchorage, AK 99503

Dear Mr. O’Quinn,

The Bureau of Safety and Environmental Enforcement's (BSEE) Alaska Outer Continental Shelf
(OCS) Region received Hilcorp Alaska, LLC's (Hilcorp) request for a Suspension of Production
(SOP) for the three OCS leases comprising the Liberty Unit on August 28, 2024, as well as the
supplemental information provided on December 13, 2024 (Supplement). The leases were held
under an SOP that was granted on December 22, 2021, for a period of 3 years, expiring
December 26, 2024. The three leases are OCS-Y-1585, OCS-Y-1650, OCS-Y-1886, all located in
the Beaufort Sea OCS. The Acting Deputy Secretary of the Department of the Interior denied
Hilcorp’s request for an SOP on December 26, 2024. This decision was rescinded by the
Associate Deputy Secretary of the Department of the Interior on April 24, 2025, and remanded to
BSEE for further consideration of the SOP request.

To further consider this SOP request, BSEE requires additional information from Hilcorp. Please
address the following items listed below:

1. Verify that all the information provided in the prior SOP and Supplement is still valid.

2. Pursuant to 30 CFR 250.171(b), your SOP must include a Reasonable Schedule of Work
(RSOW). Please review 30 CFR 250.170(a) and submit to BSEE a reasonable length of
the suspension request for our review and response.

3. The RSOW needs to show measurable progress. The Supplement milestones are clustered
in the final year of the request. Hilcorp should supply project milestones to justify the
years leading up to the final year of the SOP. For example: Expand on the “Permitting,
Facility Upgrades, Procurement for the 2028-2029 drilling campaign” item.

a. The milestones should be Hilcorp’s actions taken and not actions by other
organizations or actions otherwise outside of Hilcorp’s control.

b. Hilcorp should explain how the milestones will progress the Liberty Project in
particular toward resumption of production.

4. Pursuant to 30 CFR 250.171(d) Hilcorp must demonstrate a commitment to production.
Hilcorp should share the results of the feasibility study that is cited in the original request.
Identify actions Hilcorp has taken due to this study to progress the Liberty Project toward
resumption of production.

a. Hilcorp should demonstrate the economic viability of the Liberty Project
considering the change in project scope of drilling from an offshore standalone
island to the use of extended reach drilling from the existing Endicott Satellite
Drill Island (SDI).

5. Provide a status update on the Oil Spill Response Plan required for the Liberty Project
pursuant to 30 CFR 254.1 and 245.50.





Mr. O’Quinn

Please contact me at (805) 384-6359 or Bobby.Kurtz@bsee.gov if you have any questions.

Sincerely,
ROBERT Digitally signed by
ROBERT KURTZ
KU RTZ Date: 2025.0'5.2'3
11:48:53 -07'00
Bobby Kurtz
Acting Alaska Regional Director, BSEE

cc: Jessie Chmielowski, Commissioner, AOGCC
jessie.chmielowski@alaska.gov
333 W 7th AVE
Anchorage, AK 99501
907-793-1223

Greg Wilson, Commissioner, AOGCC
oreg.wilson@alaska.gov

333 W 7th AVE

Anchorage, AK 99501

907-793-1223

Jim Regg, Senior Petroleum Engineer, AOGCC
jim.rege(@alaska.eov

333 W 7th AVE

Anchorage, AK 99501

907-793-1236

Givey Kochanowski, Alaska Regional Director, BOEM
forgiveness.kochanowski@boem.gov

3801 Centerpoint Dr., Suite 500

Anchorage, AK 99503

Howard Cantor, Director, ONRR
howard.cantor(@onrr.gov

Office of National Resources Revenue
PO Box 25165

Denver, CO 80225-0165
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H Hilcorp

January 10, 2025

Laura Daniel-Davis

Acting Deputy Secretary

U.S. Department of the Interior
1849 C Street NW
Washington, D.C. 20240

Paul Huang

Acting Director

Bureau of Safety and Environmental Enforcement
U.S. Department of the Interior

1849 C Street NW

Washington, D.C. 20240

Dear Ms. Daniel-Davies and Mr. Huang:

This responds to the December 26, 2024, letter denying Hilcorp Alaska, LLC’s (Hilcorp) request for a
Suspension of Production (SOP) for the three Outer Continental Shelf (OCS) leases, OCS-Y-1585, OCS-
Y-1650, and OCS-Y-1886. The denial discourages investment in American energy and disregards
Hilcorp’s sustained and substantial investment in development of these three leases, which comprise the
Liberty Unit. Hilcorp intends to pursue all remedies available to it to challenge this decision.

Hilcorp has worked diligently towards development and production over many years, investing substantial
resources including in defense of litigation challenging the Department’s original approval of the Liberty
Unit Development and Production Plan (DPP). That litigation concluded with the Ninth Circuit’s vacatur
of the DPP approval in late 2020 -- the DPP approval which Hilcorp, and its predecessor, spent years
pursuing.

At no time has Hilcorp indicated a lack of commitment to moving this project forward. After the Ninth
Circuit vacatur, Hilcorp continued with its efforts to develop plans and analysis that reflect the best
possible approach to development of the Liberty Unit in an environmentally responsible manner. Indeed,
Hilcorp’s prior SOP requests have been routinely granted. Yet Hilcorp heard no concerns from the agency
after Hilcorp submitted its August 2024 SOP request until Hilcorp received the denial letter.

Contrary to Hilcorp’s plain commitment to and investment in the Liberty Unit, the December 26, 2024,
denial letter attempts to paint Hilcorp’s efforts as dilatory. The inaccurate depiction of Hilcorp’s
commitment to development and production mischaracterizes the history of this matter and Hilcorp’s
efforts to date. Indeed, as the letter acknowledges, Hilcorp has submitted a revised DPP to BOEM and

intends to work with BOEM through its iterative review process.

1111 Travis Street
Houston, Texas 77002

1111 Travis Street
Houston, Texas 77002

Phone: 713/209-2400
Fax: 713/209-2478

hilcorp.com
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Hilcorp is committed to moving forward with the Liberty Unit project and intends to pursue all available
remedies to challenge the denial of its SOP request.

Sincerely,

Spencer L. Kerr
Senior Vice President & General Counsel

cc: Bureau of Ocean Energy Management, U.S. Department of the Interior






United States Department of the Interior

BUREAU OF SAFETY AND ENVIRONMENTAL ENFORCEMENT
Alaska OCS Region
3801 Centerpoint Drive, Suite 500
Anchorage, Alaska 99503-5823

January 21, 2025

Mr. Luke Suchecki

Landman, Hilcorp Alaska, LLC
3800 Centerpoint Drive, Suite 1400
Anchorage, AK 99503

Dear Mr. Sucheski,

The Liberty Unit Agreement, Contract No. 7501030001U, consists of leases OCS-Y-1585, OCS-
Y-1650 and OCS-Y-1886, each of which is beyond its primary term of ten years and is not
producing oil or gas. These three leases have remained valid beyond their primary terms due to a
series of subsequent Suspensions of Production (SOP). The most recent SOP for these leases,
approved on December 22, 2021, expired on December 26, 2024. Hilcorp submitted another
SOP request on August 28, 2024, and the Department of the Interior determined that the August
28, 2024, SOP request failed to justify granting another SOP. The Department therefore denied
the request on December 26, 2024. Accordingly, effective December 27, 2024, your leases have
expired pursuant to 30 CFR 250.1301(g)(2) and your unit has terminated pursuant to 30 CFR
250.1301(g)(1).

Further, Article 16.1 of the Liberty Unit Agreement states: “This Agreement ... shall terminate
when oil or gas is no longer being produced from the unit area and drilling or well-reworking
operations are no longer being conducted in accordance with the provisions of Article IX of this
Agreement. If the Regional Supervisor has ordered or approved a suspension of operations or
production on all or part of the unit area pursuant to the regulations, this Agreement shall be
continued in force and effect for a period of time equal to the length of the authorized suspension
and thereafter so long as operations are being conducted in accordance with the provisions of
Article IX herein.” BSEE has determined that the required grounds for unit continuation under
Article 16.1 are not met and therefore deems the Unit Agreement terminated concurrently with
the expiration of the leases effective December 27, 2024.

Please contact Justin Miller at (907) 334-5300 or Justin.Miller@bsee.gov if you have any
questions.

Sincerely,
Digitally signed by JUSTIN
MILLER

JUSTIN MILLER pate: 20250121 0915618
-09'00"

Justin T. Miller

Regional Director

Cc:  Bureau of Ocean Energy Management
Office of Natural Resources Revenue
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BRACEWELL RECD

FEB 2 0 2025
February 20, 2025
BY HAND DELIVERY
Paul Huang, Acting Director Office of the Solicitor
Bureau of Safety and Environmental Enforcement  U.S. Department of the Interior
U.S. Department of the Interior 1849 C Street NW
1849 C Street NW Washington, DC 20240
Washington, DC 20240
Justin Miller, Regional Director Office of the Deputy Secretary
Bureau of Safety and Environmental Enforcement U.S. Department of the Interior
U.S. Department of the Interior 1849 C Street NW
Alaska OCS Region Washington, DC 20240
3801 Centerpoint Drive, Suite 500
Anchorage AK 99503

Re:  Notice of Appeal / Hilcorp Alaska, LL.C
To whom it may concern:

Please find enclosed a timely Notice of Appeal by Hilcorp Alaska, LLC, pertaining to the attached
December 26, 2024, and January 21, 2025, letters from the Bureau of Safety and Environmental
Enforcement and the Office of the Deputy Secretary. A copy of a Pay.gov receipt reflecting payment of
the appeal fee is also attached.

Please contact me if you have any questions concerning this filing. Hilcorp would strongly prefer to address
and resolve this matter outside an IBLA proceeding and files this appeal solely to preserve its rights.

Best [‘Eg&l}dh’,

* 1

Ann D. Navaro
Counsel for Hilcorp Alaska, LLC

Ann D. Navaro
Partner

AUSTIN DALLAS DUBAI HOUSTON LONDON NEW YORK PARIS SAN ANTONIO SEATTLE WASHINGTON, DC
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UNITED STATES DEPARTMENT OF THE INTERIOR
INTERIOR BOARD OF LAND APPEALS

)
)
)  Denial of Suspension of Production
In Re Hilcorp Alaska, LLC )  Request and Notice of Lease Expiration
) and Termination of the Liberty Unit
) dated December 26, 2024, and January
21, 2025
)
) IBLA-2025-
)
)
NOTICE OF APPEAL

Pursuant to 43 C.F.R. §§ 4.410 and 4.411 and 30 C.F.R. §§ 290.2 and 290.4, Hilcorp
Alaska, LLC (“Hilcorp™) hereby notices its appeal of the Bureau of Safety and Environmental
Enforcement’s (“BSEE”), December 26, 2024 denial (“Denial”) of Hilcorp’s August 28, 2024,
request for suspension of production (“SOP”) for three Alaska Outer Continental Shelf (“OCS”)
leases— OCS-Y-1585, OCS-Y-1650, and OCS-Y-1886 (together the “Liberty Unit”)—and the
BSEE Notice of Lease Expiration and Liberty Unit Termination (“Notice”) dated January 21,
2025.!

This appeal is timely submitted to BSEE within 60 days of the Denial and Notice in
accordance with 30 C.F.R. § 290.4. Pursuant to the requirements of 30 C.F.R. § 290.4, attached
are copies of the Denial (Attachment A), the Notice (Attachment B), and a Pay.gov confirmation

receipt page reflecting payment of a processing fee for this appeal (Attachment C).

! The Denial was signed by the Biden Administration’s Acting Deputy Secretary but states that “BSEE is informing
Hilcorp that our review of the SOP request is complete, and BSEE is issuing a decision on the request as detailed in
this letter.” BSEE’s decision does not indicate that it is a final agency action of the Department of the Interior.





Hilcorp reserves the right to supplement this Notice of Appeal with a Statement of Reasons

in accordance with 43 C.F.R. § 4.412.

Date: February 20, 2025 submitted,

Ann D. Navaro

Stephen C. Wald

Bracewell LLP

2001 M Street N.-W., Suite 900
Washington, D.C. 20036
Telephone: (202) 828-5800
Facsimile: (800) 404-3970
ann.navaro@bracewell.com
stephen.wald@bracewell.com

Counsel for Hilcorp Alaska, LLC





CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on this 20" day of February 2025, and pursuant to 43 C.F.R.
§§ 4.413 and 4.401(c)(4)(i)(A), this NOTICE OF APPEAL and all attachments thereto were filed

and served on the following:

By Hand:
Paul Huang, Acting Director Justin Miller, Regional Director
Bureau of Safety and Environmental Bureau of Safety and Environmental
Enforcement Enforcement
U.S. Department of the Interior U.S. Department of the Interior
1849 C Street NW Alaska OCS Region
Washington, DC 20240 3801 Centerpoint Drive, Suite 500

Anchorage AK 99503

Office of the Solicitor Office of the Deputy Secretary
U.S. Department of the Interior U.S. Department of the Interior
1849 C Street NW 1849 C Street NW
Washington DC 20240 Washington DC 20240

Ann D. Navarror
Counsel for Hilcorp Alaska, LLC_
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THE ASSOCIATE DEPUTY SECRETARY OF THE INTERIOR
WASHINGTON

NOTICE OF RESCISSION

On December 26, 2024, the Acting Deputy Secretary of the Department of the Interior issued a
decision denying Hilcorp Alaska, LLC’s (Hilcorp) suspension of production (SOP) request for
the three leases that comprise the Liberty Unit. | hereby rescind the December 26, 2024, decision
and remand the matter to the Bureau of Safety and Environmental Enforcement (BSEE) for
additional consideration consistent with the direction provided herein.

Hilcorp is a lessee and designated operator for the three Liberty Unit leases located in the
Beaufort Sea on the Federal Outer Continental Shelf (OSC) offshore of Alaska. Hilcorp has held
the Liberty Unit leases since November 18, 2014. The prior SOP for those leases was set to
expire on December 26, 2024. On August 12, 2024, Hilcorp submitted an SOP request to BSEE
for the three Liberty Unit leases, but BSEE determined the request to be incomplete. Hilcorp
resubmitted another SOP request on August 28, 2024, in which it included the information
requested by BSEE. BSEE determined that the August 28, 2024, SOP request contained
sufficient information to allow BSEE to commence its review of the request. On

December 13, 2024, Hilcorp submitted additional supplemental information to BSEE regarding
its SOP request. BSEE reviews SOP requests pursuant to the regulations at 30 C.F.R.

88 250.168-250.177.

Because the additional information provided by Hilcorp on December 13, 2024, raises additional
questions regarding Hilcorp’s commitment to production and its proposed schedule of work (see
30 C.F.R. § 250.171), I am rescinding the December 26, 2024, decision and remanding the
matter to BSEE for further consideration of the SOP request. This is not a final determination of
any matter at issue in Hilcorp’s revived SOP request.

On remand, BSEE will further consider the supplemental information provided by Hilcorp on
December 13, 2024, and likely request from Hilcorp additional information that BSEE may need
to make its decision. | additionally encourage BSEE to engage in comprehensive discussions
with Hilcorp to ensure that all pertinent information is thoroughly considered and that the public
interest is appropriately addressed.

WM/Q@A

Karen Budd-Falen Date: APR 24 2025
Associate Deputy Secretary







Hilcorp Alaska, LLC Aaron O’Quinn

Land Manager

3800 Centerpoint Drive
Suite 1400

Anchorage, AK 99503

Phone: 907/564-4388
aaron.oquinn@bhilcorp.com

Mr. Justin Miller, Regional Director, BSEE
3801 Centerpoint Drive, Suite 500
Anchorage, Alaska 99503 via e-mail

August 7, 2025

Re: Response to Request for Additional Information - Liberty Project SOP Request

Dear Mr. Kurtz,

Thank you for your letter dated May 23, 2025, requesting additional information regarding Hilcorp
Alaska, LLC's (“Hilcorp”) Suspension of Production (“SOP”) request for the three OCS leases
comprising the Liberty Unit. We appreciate the opportunity to provide clarification on our request.
Please find below our responses to each item identified in your letter:

Verification of Information Validity

a.

General Restatement - Hilcorp has reviewed our SOP requests of August 28, 2024
and December 13, 2024 (the “2024 SOP Requests”). We re-iterate that due to
challenges associated with permitting an oil spill response plan from a newly
constructed gravel island Hilcorp revised its development strategy and is committed
to returning Liberty to production via an extended reach drilling campaign.

30 CFR § 250.171(a) Justification of Suspension - Hilcorp verifies and supplements
the basis for its SOP request. We reiterate, for the reasons found in the 2024 SOP
Requests, that suspension is proper under 30 CFR 8§ 250.172(d), to carry out the
requirements of NEPA, and 30 CFR § 250.172(e), to allow for inordinate delays
encountered in obtaining required permits or consents. Additional bases for
suspension under 30 CFR § 250.174 are discussed below.

30 CFR § 250.171(a) Length of Suspension Requested — Hilcorp revises the
requested length of suspension states in the 2024 SOP Requests and hereby requests
a b-year suspension, consistent with the amended and restated reasonable schedule
of work, below.

30 CFR § 250.171(c) Producible Well — Hilcorp confirms that the Liberty #1 and
Tern #3 are producible wells that have been drilled on Liberty leases.

30 CFR § 250.171(d) Commitment to Production — Hilcorp reiterates its prior
commitments to production, subject to the revised Reasonable Schedule of Work,
below.





Reasonable Schedule of Work
Hilcorp hereby revises its proposed Reasonable Schedule of Work (“RSOW™), with milestones
that demonstrate measurable progress toward a return to production. Hilcorp proposes a 5-year
suspension period, consistent with the RSOW, to allow sufficient time to complete the necessary
work leading to production. This time frame represents the minimum time needed to complete and
execute our development plan assuming the issuance of the SOP on July 31, 2025.
Phase 1: Regulatory Completion and Permitting (2025-2026)
Q3 2025-Q1 2026:

e Address BOEM's December 26, 2024 deficiencies in DPP Amendment 4

e Submit complete DPP to achieve "deemed submitted™ status

« Initiate NEPA process with BOEM

Q1 2026-Q4 2026:
e Complete BOEM NEPA review and obtain Record of Decision

o Finalize Oil Spill Response Plan (OSRP) approval with BSEE
o Obtain federal and state permits
e Complete ESA consultations with USFWS and NMFS

Phase 2: Engineering and Procurement (2026-2027)
2026:
o Finalize extended reach drilling (ERD) well designs

« Begin long-lead equipment procurement
« Conduct pre-construction environmental surveys

o Complete detailed engineering for Endicott SDI facility upgrades
« Finalize drilling contracts and equipment procurement

e Complete ice road engineering and permitting

e Conduct final pre-drilling preparations

Phase 3: Construction and Drilling (2028-2029)
January-February 2028:
e Ice road construction to Endicott SDI

« Mobilize Doyon 26 drilling rig

March-July 2028:
e Begin drilling SDI-01 (non-hydrocarbon zone)

e Conduct drilling operations during winter season

August-October 2028:
e Drilling pause during open water season

e Procure facility upgrade long-lead items

November 2028-January 2029:
o Complete drilling and completion of SDI-01 (hydrocarbon zone)

e Conduct well testing and commissioning
o Complete facility modifications at Endicott SDI
o Complete facility tie-ins and infrastructure





Phase 4: Production Startup (2030)
Q1-Q2 2030:
o Complete final facility commissioning

o Conduct production system testing
e Obtain final production approvals

Summer 2030 (June-August):
o Commence commercial production from Liberty Unit

e Achieve first oil production target
e Begin full-scale operations

Key Milestones:
Q1 2026: Achieve DPP completeness

Q4 2026: All major permits obtained

Q4 2027: Facility modifications design complete
Q1 2028: Drilling operations commence

Q1 2029: First well completion

Summer 2030: Production startup

o kr~wnE

Throughout the execution of the RSOW, Hilcorp expects to remain engaged with our Federal
partners at BOEM and BSEE, providing quarterly updates and accountability as to the achievement
of various project milestones.

Commitment to Production & Economic Viability

As requested, we are sending under separate cover, for BSEE’s confidential consideration,
Hilcorp’s feasibility study that evaluated extended reach drilling from the Endicott Satellite Drill
Island (SDI). In sum, our current economic analysis demonstrates that the Liberty Project remains
commercially viable using extended reach drilling from the existing Endicott SDI. The change
from an offshore standalone island to extended reach drilling improves the project economics by:

e Significantly reducing upfront capital expenditures.

e Lowering environmental risks and associated mitigation costs — including avoidance of
the boulder patch, limiting impacts to whaling and subsistence activities, and simplifying
incident response plans.

e Utilizing existing infrastructure, reducing the overall project footprint.

e Improving operational efficiencies.

Based on this study, we have taken the following specific actions:

e Advanced well-design studies via 3" party ERD consultants (submitted confidentially).
e Drafted and submitted a revised Development and Production Plan (DPP) with BOEM.





Qil Spill Response Plan Status

Hilcorp holds an active Contingency Plan (C-Plan) for drilling and production activities at the
State of Alaska Duck Island Unit, which includes SDI. To meet the Oil Spill Response Plan
(OSRP) required pursuant to 30 CFR 254.1 and 254.50 Hilcorp has undertaken significant analysis
to amend the C-Plan to incorporate elements required to account for ERD into the Liberty
formation. Upon satisfactory amendment of the C-Plan, Hilcorp will provide an addendum that
incorporates any additional Federal requirements for BSEE to approve it as a Federal OSRP.

To date we have initiated the following work, which is suspended until Hilcorp is granted an SOP:

o We are currently finalizing our mechanical response strategy for the worst-case discharge
scenario

e Scenario Analysis — waterborne plume and trajectory models have been started with our
oil spill response organization (OSRO) partners.

e Conceptual design of containment mechanism — final engineering will be determined on
anticipated volumes.

o Hilcorp will finalize the Liberty development in the state oil discharge prevention and
contingency plan (ODPCP)after the completion of the items above. The OSRP is then
compiled with the combination of the ODPCP and the OSRP addendum. Both documents
exist and only need the Liberty information added. This effort is being coordinated with
Jade Spence in the BSEE Anchorage office.

Suspension Pursuant to 30 CFR § 250.174(a) & (b)

The requested SOP is justified under 30 CFR 250.174(a) and (b), as it will allow us to properly
develop the lease, including time to construct and install production facilities, and obtain adequate
transportation facilities. This request aligns with Secretary of Energy Order 3417 and 3418, as well
as Executive Order 14156, which emphasize the importance of domestic energy production to
enhance national security and economic prosperity.

The Liberty Project represents a significant opportunity to develop approximately 120 million
barrels of recoverable domestic oil reserves. Our Development and Production Plan (DPP) outlines
necessary facility upgrades at the Endicott Satellite Drilling Island to support extended reach
drilling operations to access the Liberty reservoir. These upgrades include modifications to
accommodate the Doyon 26 drilling rig, which will be mobilized for the 2028-2029 drilling
campaign. Additionally, our DPP details the pipeline infrastructure required to transport produced
hydrocarbons to market, supporting the national interest in developing domestic energy resources.

The current geopolitical environment, as recognized in SO 3417 and 3418, and EO 14156,
underscores the strategic importance of developing domestic oil and gas resources to reduce
dependence on foreign energy sources. The Liberty Project directly supports these objectives by
advancing responsible development of U.S. offshore energy resources.

We are committed to production from the Liberty Unit and have demonstrated this commitment
through our continued investment in engineering studies, permitting activities, and facility





planning. By granting this SOP, BSEE will be acting in the national interest by supporting the
expeditious and orderly development of the Liberty Unit, consistent with the Administration's
energy security priorities as outlined in the referenced Secretarial and Executive Orders.

We appreciate your consideration of our SOP request and the opportunity to provide this additional
information. If you require any further clarification or have additional questions, please contact
me at 907-564-4388 or aaron.oquinn@hilcorp.com.

Sincerely,

—

oL

97 > T
A, T

Aaron O'Quinn
Land Manager, Hilcorp Alaska, LLC

cc: Wes James, Kenneth Stevens, Jacob Tyner, Jim Darling, Bobby Kurtz, Jessie Chmielowski,
Greg Wilson, Jim Regg, Givey Kochanowski, April Lockler, Howard Cantor, Justin Furnace,
Spencer Kerr





Hilcorp Alaska’s Liberty Unit: Supplement to Hilcorp response to May 23, 2025, BSEE Letter
requesting additional information regarding Hilcorp Alaska, LLC's (“Hilcorp™) Suspension of
Production (“SOP”) request for the three OCS leases comprising the Liberty Unit.

Hilcorp’s SOP request is supported by the law and policy related to energy development in
Alaska. On January 20, 2025, President Trump declared a National Energy Emergency and
directed immediate action to address the inadequate leasing, development, and production of
energy resources that stemmed from the prior Administration’s policies.® Agencies are to use
their authorities to “facilitate” “leasing, siting, production, transportation, refining, and
generation of domestic energy resources, including, but not limited to, on Federal lands.”? With
respect to Alaska in particular, President Trump’s Unleashing Alaska’s Extraordinary Resource
Potential Executive Order establishes a policy of “immediately” reversing “the punitive
restrictions implemented by the previous administration that specifically target resource
development on both State and Federal lands in Alaska.”

At the same time, President Trump signed the Unleashing American Energy Executive Order,
“to encourage energy exploration and production on Federal lands and waters, including on the
Outer Continental Shelf, in order to meet the needs of our citizens and solidify the United States
as a global energy leader long into the future.”* It articulates a policy of encouraging production
from federal waters.

President Trump’s Executive actions further Congressional policy in the Outer Continental Shelf
Lands Act (“OCSLA”) that “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
orderly development, subject to environmental safeguards, in a manner which is consistent with
the maintenance of competition and national needs.” And OCSLA allows Interior to grant an
SOP if it is in the “national interest” and will further development and production.® Little is
more clearly in the national interest, in the midst of a national energy emergency, than domestic
oil and gas production as President Trump’s January 20, 2025 Executive Orders establish.

Hilcorp has worked diligently towards production from the Liberty Unit over many years,
investing substantial resources in development of an environmentally responsible and technically
sound approach, including years of agency reviews and environmental litigation challenging the
Bureau of Ocean Energy Management’s (“BOEM?”) prior approval of a development plan.

In November 2024, Hilcorp submitted an amended Development and Production Plan (“DPP”)
to BOEM that moves the proposed production site to an existing land-based facility from a
previously proposed future new offshore island. Hilcorp’s amended DPP abandons the proposal
to build a new island, minimizes the project footprint, takes advantage of existing supporting
infrastructure, and addresses environmental and safety concerns, including concerns raised by
Interior’s Bureau of Safety and Environmental Enforcement (“BSEE”). This approach enjoys

1 https://www.whitehouse.gov/presidential-actions/2025/01/declaring-a-national-energy-emergency/.

21d.

3 https://www.whitehouse.gov/presidential-actions/2025/01/unleashing-alaskas-extraordinary-resource-potential/.
4 https://www.whitehouse.gov/presidential-actions/2025/01/unleashing-american-energy/.

543 U.S.C. §1332(3).

643 U.S.C. § 1334(a)(1).




https://www.whitehouse.gov/presidential-actions/2025/01/declaring-a-national-energy-emergency/

https://www.whitehouse.gov/presidential-actions/2025/01/unleashing-alaskas-extraordinary-resource-potential/

https://www.whitehouse.gov/presidential-actions/2025/01/unleashing-american-energy/



broad support from the State of Alaska’s Department of Natural Resources, the Alaska
congressional delegation, and has initial positive community outreach engagement with the
North Slope Borough government and related communities.

Hilcorp is committed to moving this project forward as proposed in its 2024 SOP request.
l. Legal Background: Suspensions of Production Under OCSLA

OCSLA directs the Secretary of Interior (“Secretary”) to administer OCSLA and prescribe rules
and regulations to implement OCSLA. This includes regulations “for the suspension or
temporary prohibition of any operation or activity, including production, pursuant to any lease or
permit [] at the request of a lessee, in the national interest, to facilitate proper development of a
lease or to allow for the construction or negotiation for use of transportation facilities.””
Accordingly, OCSLA provides the Secretary broad discretion to grant an SOP request and
President Trump’s Executive Orders direct fulfillment of Congress’ direction that the OCS be
made available for development of its critical natural resources.

BSEE has promulgated regulations governing suspensions of activities on offshore leases.®
While normally an OCS lease expires at the end of its term unless operations are being
conducted on the lease,® operators may request approval of a suspension of production or
operation from BSEE in accordance with such regulations.’® If granted, the “suspension may
extend the term of a lease...equal to the length of time the suspension is in effect.”!!

BSEE may grant suspensions for a number of reasons. Notably, the “National interest” is
prominent among those reasons. BSEE “may grant or direct an SOP when the suspension is in
the National interest, and it is necessary because the suspension ... will allow you to properly
develop a lease, including time to construct and install production facilities ....”*> BSEE may
also grant SOPs “[w]hen necessary to carry out the requirements of NEPA or to conduct an
environmental analysis; or [w]hen necessary to allow for inordinate delays encountered in
obtaining required permits or consents, including administrative or judicial challenges or
appeals.”*® Importantly, there are no restrictions on the number of consecutive SOPs granted by
BSEE.!* As discussed in the following sections, as Hilcorp continued to develop the Liberty
Unit leases, BSEE had approved of several SOPs in accordance with these regulations.

743 U.S.C. § 1334(a)(1) (emphasis added).

8 See 30 C.F.R. § 250.168 through 250.177.

% See 30 C.F.R. § 250.180.

10 When submitting a request for SOP, operators must provide: (a) The justification for the suspension including the
length of suspension requested; (b) A reasonable schedule of work leading to the commencement or restoration of the
suspended activity; (c) A statement that a well has been drilled on the lease and determined to be producible; and (d)
The service fee. 30 C.F.R. § 250.171. As discussed further below, Hilcorp satisfied these requirements.

11 1d. at § 250.169.

121d. at § 250.174.

131d. at § 250.172(d) & (e).

141d. at § 250.170(a).





. Development History of the Liberty Unit Leases

Hilcorp has invested tens of millions of dollars into the Liberty Unit, including investments in
acquiring and holding the leases, technical and scientific analysis, development of production
scenarios, and environmental reviews. Hilcorp’s investment stands on the shoulders of the
hundreds of millions of dollars invested by its predecessor to include in developing the discovery
well. This investment demonstrates Hilcorp’s strong commitment to development and production
from the Liberty Unit. Hilcorp estimates that the Unit contains approximately 120-178 million
barrels of recoverable crude oil.

a. BOEM’s Development Approval Was Overturned by the Ninth Circuit in 2020
After Extensive Review and Several SOP Request Approvals

Drilling of the Liberty No. 1 discovery well began in February 1997 by BP Exploration (Alaska)
Inc. (“BP”), and it was determined that the well was producible with a confirmed discovery of
estimated 120 million barrels of recoverable reserves from the Liberty Unit.*®> BSEE issued a
two-year SOP on December 21, 2012 (2012 SOP”) for the Liberty unit leases Y-1585 and Y-
1650 to then-operator BP. As a condition of the SOP, the operator was required to submit a
Development Production Plan (“DPP”)!¢ to BOEM no later than December 31, 2014. Effective
November 18, 2014, Hilcorp became owner of a 50% working interest in, and operator of, the
Liberty Unit. The 2012 SOP was formally assigned to Hilcorp on December 31, 2014. In 2014,
Hilcorp submitted a DPP to BOEM—this original DPP submittal contemplated a greenfield 24-
acre gravel island in the Beaufort Sea to drill and produce hydrocarbons from the Liberty leases.

BSEE extended the 2012 SOP stating it would remain in effect until 30 calendar days after
BOEM completed its review of and rendered a decision on the DPP. However, it became
apparent that BOEM would not be able to complete its review and render a decision prior to
expiration of the 2012 SOP extension so Hilcorp submitted a new SOP request to BSEE on
December 4, 2017. BSEE approved the new SOP on December 15, 2017 (“2017 SOP”) which
stated that it would remain in effect until 90 days after BOEM rendered a decision on the DPP
and required Hilcorp to submit a new SOP request within 30 days of DPP approval. BOEM
approved the DPP on October 17, 2018 (2018 DPP”) and Hilcorp submitted a new SOP request.
This request was approved on January 23, 2019 (“January 2019 SOP”).

However, the BOEM-approved 2018 DPP was challenged in federal court causing significant
permitting uncertainty for the project. Hilcorp continued to submit SOP requests as the DPP was
litigated in the 9th Circuit—meanwhile, the company was still working with BSEE to obtain
approval of the Oil Spill Response Plan (“OSRP”) needed to move the project forward into the
development phase, and ultimately, into production.!’ In addition to numerous meetings with
BSEE personnel, Hilcorp hosted a multi-day, interagency workshop in Houston, TX to examine
and facilitate discussion about intentional well ignition in an effort to inform the permitting

15 “BSEE confirms the producibility determination of the Liberty #1 well, drilled by a prior lease on lease OCS-Y-
1650 in 1997 in accordance with 30 CFR § 250.171(c).” SOP Denial (Dec. 26, 2024) at 6.

16 DPPs must be approved by BOEM before activities are conducted on OCS leases. See 30 C.F.R. § 550.201. See
also 30 C.F.R. § 550.241-262 for information that must accompany the DPP.

17 See 30 C.F.R. § 254.2 (*You must submit, and BSEE must approve, an OSRP that covers each facility located
seaward of the coast line before you may use that facility.”).
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process. Hilcorp Alaksa made another SOP request on October 18, 2019, which was approved
on December 26, 2019 (“December 2019 SOP”). The 9th Circuit vacated BOEM’s DPP on
December 7, 2020. Hilcorp then made another SOP request on September 21, 2021, which
BSEE approved on December 22, 2021 (“2021 SOP”). The 2021 SOP was set to expire on
December 26, 2024.

b. Since 2020, Significant Permitting Delays Occurred Relating to the Original
Development Plan

Following the Court’s rejection of the 2018 DPP, Hilcorp continued to pursue approvals for the
greenfield gravel island approach. As part of these efforts, Hilcorp worked with BSEE for
approval of an intentional well ignition (“IWI") method as the primary blowout response
strategy. However, BSEE did not accept an IWI approach and associated worst-case discharge
scenarios. Ultimately, it became clear that the IWI method would not be approved, and Hilcorp
began evaluation of a more robust traditional mechanical oil spill response to facilitate the gravel
island development approach. This included collaboration with University of Alaska Fairbanks
(“UAF”) to provide technical support for OSRP development associated with the gravel island
approach.

The evolving OSRP strategy directly impacted Hilcorp’s efforts to move forward with the gravel
island DPP including with the additional review required by the 9" Circuit’s decision. Because
Hilcorp was evaluating OSRP options that would potentially include project modifications such
as additional ice roads and berms and changes to the island design, these changes would likely
alter the DPP proposal and trigger additional and different review under various environmental
statutes including the National Environmental Policy Act (“NEPA”), the Endangered Species
Act (“ESA”), and the Marine Mammal Protection Act (“MMPA™).28 Ultimately, Hilcorp faced
extreme difficulties obtaining the necessary approvals for the OSRP that would allow developing
using the gravel island. Consequently, Hilcorp began assessing a different strategy: an extended
reach drilling (“ERD”) approach where Hilcorp would use an onshore production site.

c. Hilcorp Turned to the Extended Reach Drilling Approach to Address Interior’s
Concerns

As it became more certain that the gravel island approach faced likely unsurmountable
challenges with BSEE and BOEM, significant advancements in extended reach drilling
technology improved the outlook for extended reach drilling. Hilcorp explained that to “take
advantage of the infrastructure at Endicott, [Hilcorp] has elected to use extended reach drilling
(ERD) wells from existing Endicott Satellite Drill Island (SDI). Construction activities will be
limited to minor modifications of the processing facility and installation of seasonal ice roads to
support movement of the drill rig to the SDI.”*° The Endicott SDI is Hilcorp’s existing island in
the Beaufort Sea used for petroleum production and is connected to the mainland by a causeway
carrying an existing road and pipelines. Use of the SDI will minimize construction and offshore
activities generally. Hilcorp believes that the Liberty prospect can be developed with relatively
few wells and minimal environmental footprint. In addition, the ERD approach has led to

18 For example, the additional ice roads and berms would require analysis of impacts to marine mammals.
19 DPP (submitted Nov. 20, 2024) at page 1.





notable improvements to worst-case discharge scenarios due to improved land-based response
capabilities; avoids certain protected species issues; addresses concerns of the North Slope
Inupiat communities related to subsistence whaling; and is more technically feasible.?

In turn, the ERD approach has garnered support from local and state stakeholders. Positive
feedback from stakeholders indicates that this new ERD approach is environmentally sound, and
a more feasible option compared to the previously proposed gravel island approach.
Additionally, under an ERD approach, the UAF study is not needed for the development of the
OSRP because the UAF study was focused on the technical aspects of the mechanical response
concept associated with the gravel island approach. Hilcorp has an approved OSRP and state-
approved Oil Discharge Prevention and Contingency Plan for operations at Endicott. Hilcorp is
working to amend those plans to include Liberty operations.

Hilcorp presented this ERD approach to BOEM Alaska Director in January 2024 and continued
dialogue regarding the ERD approach with BSEE and BOEM in a joint meeting on March 4,
2024. Hilcorp again reiterated the change in approach in a June 5, 2024, meeting with BSEE as
Hilcorp continued to develop an amended DPP and OSRP for BOEM’s review. Hilcorp also had
a call with BOEM and BSEE representatives on October 4, 2024, to provide an update on
Hilcorp’s DPP. Hilcorp was given an update on the SOP being in DC for review, but no other
feedback on any potential issues with the request. On November 20, 2024, Hilcorp submitted its
amended DPP to BOEM and indicated its intention to submit an amendment to its existing OSRP
in early 2025. In a December 26, 2024, letter, Hilcorp received a Request for Additional
Information (“RFAI”) from BSEE for it to start processing the amended DPP. This feedback is
normal step in the administrative process and Hilcorp looks forward to working with BOEM to
provide the information and move the project forward.

d. Hilcorp’s Past Suspension of Operations Requests

Hilcorp has been diligently planning the development of the Liberty Unit since it first acquired
an interest in the leases in 2014. As described above, Hilcorp timely submitted SOP requests on
several occasions. BSEE determined in the previous three SOP approvals that “development and
production” has been “diligently pursued in an environmentally responsible manner” by Hilcorp,
and that development of the Liberty Unit was in “the national interest.”?* As Hilcorp continued
pursuing DPP and OSRP approvals, BSEE granted SOPs for the following reasons:

e January 2019 SOP. BSEE determined that a 1.5-year SOP was in the national interest
and justified under § 250.174(a) for allowing Hilcorp to properly develop a lease,
including time to construct and install production facilities.

e December 2019 SOP. BSEE agreed that Hilcorp was experiencing “inordinate delays”
in obtaining necessary permits for DPP and OSRP approvals. The DPP was still being
litigated and BSEE had issued its third request for additional information rather than

20 The benefits of the ERD approach are further detailed in Hilcorp’s DPP submitted November 20, 2024.
21 See January 2019 SOP at 2; December 2019 SOP at 2; 2021 SOP at 2.
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approving the OSRP. BSEE granted an SOP period that would expire 30 days after
OSRP approval or after 2 years.

e December 2021 SOP. BSEE again agreed that Hilcorp was experiencing inordinate delays
in obtaining OSRP and DPP approvals. BSEE did not disagree with Hilcorp’s noted NEPA
delays. BSEE granted an SOP period that would last until 30 days following OSRP
approval—or three years, whichever shorter. The 30-day window was to be used “to apply
for a subsequent SOP for construction.”

Following the 2021 SOP, Hilcorp continued its efforts to obtain DPP and OSRP approvals. The
current SOP was set to expire on December 26, 2024. Hilcorp submitted a timely, and early,
SOP request on August 28, 2024, to extend this period to continue pursuing the necessary
permitting approvals and complete the necessary NEPA processes that remain.

e. Hilcorp Alaska’s August 28, 2024, Request and December 13, 2024, Supplement

As detailed above, the Liberty Unit has experienced permitting delays, including from the
litigation challenging the BOEM-approved 2018 DPP and from the difficulty gaining BSEE
concurrence with a OSRP for the greenfield gravel island. These challenges ultimately led
Hilcorp to pursue the ERD approach with fewer impacts, as reflected in the amended DPP.

Hilcorp explained in its August 28, 2024, SOP request that Hilcorp had taken a “hard look at
different reservoir development strategies that would alleviate the challenges associated with a
worst-case discharge spill response scenario and reduce environmental impacts associated with
the proposed development.”?? Hilcorp requested the SOP to allow the company to continue
pursuing these necessary permits in the wake of significant delays experienced in obtaining
approvals, and to allow review of the new ERD-focused DPP.

On December 13, 2024, Hilcorp submitted a supplement to its SOP request. This supplement
reiterated Hilcorp’s commitment to production noting that it submitted a DPP to BOEM on
November 20, 2024, containing a schedule that plans to return Liberty to production by January
2029, and supplemented its schedule of work to include specific milestones from the DPP.

Its request was justified for multiple reasons under the applicable regulations: because additional
review under NEPA will be required for Hilcorp’s amended DPP, because of permitting delays
associated with efforts to develop an OSRP acceptable to BSEE which had implications for
Hilcorp’s ability to move the DPP forward, and because Hilcorp has demonstrated its
unwavering commitment to development of the Liberty Unit in the National interest.

1. The SOP Request Is Necessary Due to Permitting Delays and Delays in
Environmental Review (30 C.F.R. 8 250.172)

a. The SOP Is Necessary to Allow Review of the Amended DPP

22 August 2024 SOP Request at 1. Hilcorp requested a 1-year SOP in line with previous BSEE SOP approvals. Hilcorp
recognized that “BSEE typically manages suspensions closely and issues them for shorter timeframes.” 2019 SOP at
3.





Additional review of Hilcorp’s ERD approach is required. To accommodate BSEE’s concerns
regarding the viability of the greenfield gravel island OSRP and minimize the environmental
impacts of the project, Hilcorp has proposed the ERD approach in an amended DPP. Hilcorp
recognizes that while some aspects of the earlier NEPA review will be used by BOEM going
forward, certain new issues will need to be addressed. BSEE is authorized to issue SOPs
“[w]hen necessary to carry out the requirements of NEPA or to conduct an environmental
analysis.”?® Here, there is no doubt that an SOP is needed to carry out the requirements of
NEPA. Therefore, both the SOP approval criteria and DPP NEPA provisions contemplate an
iterative process that necessarily requires working with DOI to develop a sufficient DPP. This
iterative process entails submission of additional EIA information as the OSRP and DPP
evolve.?* Here, Hilcorp has been engaged with BSEE and BOEM in such iterative process and
continues to provide relevant information as plans develop. As a result, Hilcorp’s Liberty Unit is
still involved in the NEPA process which has experienced substantial delays as detailed above.

b. The SOP Is Necessary Due to Permit Delays

As detailed above, permitting delays resulted from the Ninth Circuit litigation and extended
discussions with BSEE regarding the viability of an OSRP for the gravel island approach. The
inordinate delays resulting from litigation and discussions with BSEE regarding an OSRP
associated with a gravel island approach have led Hilcorp to pursuing a different ERD approach.
To do so in an environmentally sound manner takes careful planning and engagement with
relevant agencies and stakeholders. This takes time to do right.

As explained above, BSEE recognized the importance of obtaining approval of the OSRP for the
Liberty Unit when authorizing the prior SOPs. As DOI has recognized, “[flollowing lease sale
of OCS tracts and prior to commencement of any operations, a number of Federal, State, and
local permits and consents are required,” and “such delays create a risk of having the lease term
expire without opportunity to explore or develop the lease.” 46 Fed. Reg. 42286-02 (Aug. 20,
1981). Hilcorp worked closely with BSEE and UAF to develop a satisfactory OSRP for the
gravel island approach that the company viewed would be approved upon submittal. Those
discussions are what ultimately made clear that BSEE would not approve the OSRP for the
gravel island approach and led to Hilcorp shifting towards the ERD approach requiring
development of a new DPP and OSRP.

c. National Interest

Finally, when granting the prior three SOPs, BSEE determined that the development of the
Liberty Unit was in the national interest in accordance with § 250.174. See January 2019 SOP at
2; December 2019 SOP at 2; 2021 SOP at 2 (all concluding “that the national interest condition
is satisfied.”). This remains true, especially in light of the focus on production of American
energy in recent executive actions furthering Congressional policy in the OCLSA.

2330 C.F.R. § 250.172(d).
24 See 30 C.F.R. § 550.261.










United States Department of the Interior
BUREAU OF SAFETY AND ENVIRONMENTAL ENFORCEMENT
WASHINGTON, DC 20240-0001

November 18, 2025

Mr. Aaron O’Quinn, Landman
Hilcorp Alaska, LLC

3800 Centerpoint Dr., Suite 1400
Anchorage, AK 99503

Dear Mr. O’Quinn:

Hilcorp Alaska, LLC (Hilcorp), is the designated operator of the Liberty Unit and lessee of the
three leases that make up the Unit, Leases OCS-Y-1585, OCS-Y-1650, OCS-Y-1886 (the
Leases). The Leases are beyond their primary term and were set to expire on December 26, 2024,
under a prior Suspension of Production (SOP). However, the Leases are currently held and are
still valid pursuant to the Bureau of Safety and Environmental Enforcement’s (BSEE) review of
a pending request for an SOP that Hilcorp submitted on August 28, 2024, which was before the
December expiration date.

BSEE will not be deciding Hilcorp’s August 28, 2024, request for a granted SOP. Instead, BSEE
has determined that it is in the National interest to direct a suspension to allow Hilcorp to
properly develop the Leases in accordance with 30 CFR 250.174(a).

As part of the Department of the Interior’s response to Executive Order (E.O.) 14156, Declaring
a National Energy Emergency, dated January 20, 2025, BSEE is directed, through Secretarial
Order (S.0.) 3417, Addressing the National Energy Emergency, to identify and exercise lawful
authorities to facilitate the generation of domestic energy resources on the Outer Continental
Shelf (OCS) of the United States. In addition, BSEE is tasked with implementing provisions of
President Trump’s January 20, 2025, E.O. 14153, entitled, “Unleashing Alaska’s Extraordinary
Resource Potential,” which directs the Secretary of the Interior to exercise all lawful authority
and discretion available and take all necessary steps to unleash the State of Alaska’s abundant
and largely untapped supply of natural resources. The provisions of this E.O. that direct BSEE to
take this necessary action are in turn directed through S.O. 3422, “Unleashing Alaska's
Extraordinary Resource Potential.”

As recognized in E.O. 14153, the State of Alaska holds abundant and largely untapped natural
resources. Unlocking these resources will help to enhance the Nation’s economic and national
security for generations. BSEE is committed to enabling efficient development of Alaska’s
abundant resources to deliver price relief for Americans, create high-quality jobs for Alaskans,
and mitigate trade imbalances with other nations. As proposed, the recoverable oil resources at
stake for these Leases are estimated to be of such a quantity as to support production of up to
20,000 barrels of oil per day with transport through the Trans-Alaska Pipeline System, which
will benefit Alaskans and all Americans well into the future.

By issuing this directed SOP with the attached Activity Schedule (see Enclosure), BSEE is
allowing additional time for Hilcorp to properly develop the Leases. Therefore, BSEE hereby
directs an SOP for the Leases, from December 26, 2024, through December 26, 2029.





United States Department of the Interior
BUREAU OF SAFETY AND ENVIRONMENTAL ENFORCEMENT
WASHINGTON, DC 20240-0001

Hilcorp is expected to follow the enclosed Activity Schedule in order to properly develop the
Leases and must notify the Alaska OCS Regional Office in writing (via Progress Report) by the
end of each month in which an activity is due to be completed according to the Activity
Schedule.

In light of this action, the aforementioned SOP request, dated August 28, 2024, is hereby deemed
moot. If you have any questions regarding this matter or about submitting monthly reports,
please contact Justin Miller, Regional Director, Alaska OCS Region, at (907) 334-4300 or
Justin.Miller@bsee.gov.

Sincerely,

KENNETH Digitally signed by KENNETH
STEVENS

STEVENS Date: 2025.11.18 08:42:23 -05'00"

Kenneth Stevens
Acting Director, Bureau of Safety and
Environmental Enforcement

Enclosure





United States Department of the Interior

WASHINGTON, DC 20240-0001

BUREAU OF SAFETY AND ENVIRONMENTAL ENFORCEMENT

ENCLOSURE: ACTIVITY SCHEDULE
Liberty Unit Suspension of Production
Leases OCS-Y-1585, OCS-Y-1650, OCS-Y-1886

ACTIVITY DEADLINE
Submit New or Unusual Technology Conceptual Plan to BSEE ‘deemed January 2026
submitted’ (complete) for the ultra-Extended Reach Drilling (uERD) concept
Finalize uERD well designs April 2026
Sign internal and external Annual Fiscal Expenditures (AFEs) to procure long-
lead equipment May 2026
Submit Deepwater Operations Plan (DWOP) to BSEE ‘deemed submitted’
(complete) if deemed necessary by BSEE for the concepts described in the June 2026
New/Unusual Technology Conceptual Plan
Submit oil spill response plan (OSRP) to BSEE ‘deemed submitted’ (complete) July 2026
Submit Applications for Permit to Drill (APDs) to BSEE ‘deemed submitted’ November 2026
(complete)
Submit Pr'oduction Safety System (PSS) application to BSEE ‘deemed February 2027
submitted' (complete)
Sigp internal and external AFEs to execute rig contract and procure remaining May 2027
equipment
Finalize drilling contracts and equipment procurement June 2027
Mobilize drilling rig to Endicott SDI February 2028
Commence drilling operations for first well top hole anticipating pause in March 2028
drilling activity during open water season (August-October 2028)
Finish drilling top hole section of first well, including the setting and cementing
of the casing shoe into the formation just above the productive interval as August 2028
permitted in the APD. Secure wellbore for inactivity during open water season.
Commence drilling operations targeting the productive hydrocarbon formation November 2028
Complete drilling and completion, well testing, and commissioning of first well February 2029

Provide notification to BSEE at least 72 hours in advance of initial production to
enable BSEE inspection of production safety systems

December 23, 2029

Commence sustained production in paying quantities from any Liberty Unit
OCS lease

December 26, 2029

Notification of first production (BSEE must be notified within 5 working days of
the well commencing production)

January 2, 2030

Complete Well Flow Potential Test. Test must commence within 30 days of the
date of first continuous production

January 26, 2030
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THE DEPUTY SECRETARY OF THE INTERIOR
WASHINGTON

DEC 2 6 2024

Mr. Aaron O’Quinn

Land Manager, Hilcorp Alaska, LLC
3800 Centerpoint Drive, Suite 1400
Anchorage, AK 99503

Dear Mr. O’Quinn:

The Bureau of Safety and Environmental Enforcement’s (BSEE) Alaska Outer Continental Shelf
(OCS) Region received Hilcorp Alaska, LLC’s (Hilcorp) request for a Suspension of Production
(SOP) for the three OCS leases comprising the Liberty Unit on August 28, 2024. The leases are
currently held under an SOP that was granted on December 22, 2021, for a period of 3 years,
expiring December 26, 2024. The three leases are OCS-Y-1585, OCS-Y-1650, OCS-Y-1886, all
located in the Beaufort Sea OCS. BSEE is informing Hilcorp that our review of the SOP request
is complete, and BSEE is issuing a decision on the request as detailed in this letter.

Background
Leases and Unitization Agreement

The oldest of the three Liberty Unit leases, OCS-Y-1585, was acquired in Beaufort Sea OCS
Lease Sale 124 with an effective date of August 1, 1991. A second lease, OCS-Y-1650, was
awarded in Beaufort Sea OCS Lease Sale 144 and effective October 1, 1996. On

February 7, 1997, the Liberty #1 well was spudded on Lease OCS-Y-1650 and resulted in a
commercially viable well test before being permanently plugged and abandoned on

April 6, 1997. Leases OCS-Y-1585 and OCS-Y-1650 were approved for unitization under the
Liberty Unit Agreement on June 27, 2003. A third lease, OCS-Y-1886, was awarded in Beaufort
Sea OCS Lease Sale 202 with an effective date of July 1, 2007, and was approved to join the

Liberty Unit on April 21, 2016.

BSEE’s regulations at 30 CFR § 250.1301(g) (Unit operations) state: “If your lease, or any part
of your lease, is subject to a unit agreement, the entire lease continues for the term provided in
the lease, and as long thereafter as any portion of your lease remains part of the unit area, and as
long as operations continue the unit in effect.” Further, 30 CFR 250.1301(g)(2) provides:
“When a lease in a unit agreement is beyond the primary term and the lease or unit is not
producing, the lease will expire unless: (i) You conduct a continuous drilling or well reworking
program designed to develop or restore the lease or unit production; or (ii) BSEE orders or
approves a suspension of operations under § 250.170.”

The three‘ leases comprising the Liberty Unit are each beyond their primary term and remain
valid until the expiration of the Liberty Unit. Since the Liberty Unit’s approval in 2003, the
leases comprising the Liberty Unit have been granted a sequence of nine separate lease





suspensions, not including two suspensions granted for the oldest Liberty lease prior to
unitization. Each suspension was requested by Hilcorp or prior lessees and justified to BSEE’s
satisfaction citing various technical, permitting, and legal delays and other challenges in
accordance with regulatory requirements and BSEE’s discretion.

Development and Production Plan and Recent Lease Suspensions

On October 17, 2018, the Bureau of Ocean Energy Management (BOEM) approved a
Development and Production Plan (DPP) for the Liberty Unit. Following BOEM’s DPP
approval, Hilcorp requested an SOP from BSEE citing both: (1) Hilcorp’s need to have an Oil
Spill Response Plan (OSRP) approved by BSEE before being able to proceed with development
operations;and (2) Hilcorp’s commitment to production before June 2023. BSEE approved the
SOP for a term of 18 months, expiring on July 15, 2020. On December 26, 2019, BSEE
approved another subsequent SOP request for a term of 2 years or 30 days after approval of an

OSRP, whichever would come first.

On December 7, 2020, the United States Court of Appeals for the Ninth Circuit vacated BOEM’s
Environmental Impact Statement and Record of Decision approving the Liberty Unit DPP and
remanded the action to BOEM for further proceedings consistent with the court’s opinion. The
court also deemed unlawful the U.S. Fish and Wildlife Service’s Biological Opinion addressing
the Liberty Unit DPP. Following the court’s decision, BOEM inquired with Hilcorp via letter
dated March 19, 2021, as follows: “BOEM requires that Hilcorp confirm in a letter to BOEM
whether it is planning to pursue the activities described in the Liberty DPP for Outer Continental
Shelf (OCS) blocks OCS-Y-1650, OCS-Y-1886 and OCS-Y-1585. Please clarify whether
Hilcorp is planning to pursue the activities as described in the existing Liberty DPP or if Hilcorp

anticipates amending the Liberty DPP.”

On September 21, 2021, Hilcorp requested another SOP. In the request, Hilcorp stated that “[a]n
extended SOP is necessary to allow BSEE, BOEM, and Hilcorp Alaska to appropriately address
pending environmental analysis associated with the project's overall environmental review
process and to overcome delays associated with ongoing litigation. (See 30 CFR § 250.1 72(d)
authorizing BSEE to grant an SOP to ‘carry out the requirements of NEPA or to conduct an
environmental analysis[’]; and 30 CFR § 250.1 72(e) to overcome the ‘inordinate delays
encountered in obtaining required permits... including ... Judicial challenges or appeals.’).”

In its request, Hilcorp assured BSEE that “[d]uring the requested SOP period, Hilcorp Alaska
will continue to provide quarterly updates to BSEE on progress made to date, permitting, agency
coordination and stakeholder outreach activities. Hilcorp Alaska commits to continuing
engineering processes, continuing to engage with [BSEE’s Oil Spill Preparedness Division] to
obtain an OSRP and committing capital to continue progressing the Liberty Project forward to

development.”

BSEE approved the SOP “effective December 26, 2021, and will extend until such time as the
OSRP is approved, with a 30-day period in which to apply for a subsequent SOP for
construction, or three years, whichever is shorter.” Absent a complete OSRP submission from





Hilcorp resulting in an approval of the OSRP by BSEE or another subsequent SOP approval, this
SOP will expire on December 26, 2024.

In a letter dated May 9, 2022, Hilcorp responded to BOEM’s inquiry of March 19, 2021. Hilcorp
affirmed it “is continuing to update the Liberty Oil Spill Response Plan (OSRP), specifically
focusing on a mechanical response strategy for the worst-case discharge scenario. While the
initial OSRP focused on intentional well ignition and well capping for a worst-case discharge
response, Hilcorp is now updating the OSRP to include more traditional mechanical response
tactics. The addition of a full mechanical response scenario will result in changes to the Liberty
DPP. Hilcorp is currently working with the University of Alaska Fairbanks (UAF) to study
technical aspects of the proposed mechanical response concept. Upon conclusion of that study,
Hilcorp will complete updates to the OSRP and resubmit to BSEE for review and approval.
Hilcorp does not propose to amend the Liberty DPP until BSEE determines the OSRP is

adequate and complete.”

Oil Spill Response Plan

Hilcorp submitted its first OSRP for the Liberty Unit to BSEE’s Oil Spill Preparedness Division
(OSPD) in March 2017. In July 2017, BSEE OSPD provided feedback to Hilcorp on the OSRP
through a process called Request for Additional Information (RFAI), identifying 91 individual
line-item deficiencies in the application that required additional comment or action from Hilcorp
in order for BSEE to advance the OSRP for further review. In December 2017, Hilcorp
submitted a first revision of the OSRP to BSEE for review, and in April 2018, through a second
RFAI process, BSEE determined and notified Hilcorp that the revised OSRP did not comply
with the requirements in 30 CFR § 254. Specifically, in accordance with 30 CFR § 254.5(b):
“The OSRP must be consistent with the National Contingency Plan (NCP) and the appropriate
Area Contingency Plans (ACP).” The response tactic proposed by Hilcorp in the OSRP,
Intentional Well Ignition, was not an approved oil spill response tactic in either of those

documents.

In September 2018, BSEE OSPD received Hilcorp’s response to BSEE’s second RFAI,
including a second revision of the OSRP. In July 2019, BSEE completed a review of the second
OSRP revision and identified to Hilcorp 29 remaining RFAI line items to be addressed.

In support of its September 21, 2021, SOP request to BSEE (the “current SOP”), Hilcorp’s
Reasonable Schedule of Work (RSW) described actions to resolve still-outstanding deficiencies
in the OSRP application to BSEE, mainly through pursuit of a contracted study with UAF, which
Hilcorp argued may serve to inform BSEE’s decision to authorize elements of a future revision
to the pending OSRP application. BSEE approved a suspension until such time as the OSRP was
approved or for 3 years, whichever was shorter.

BSEE’s approval of the current SOP also contained Conditions of Approval (COAs) that
required Hilcorp to provide quarterly status updates of its progress toward the RSW and plans for
the next quarter’s RSW progress, and it informed Hilcorp that failure to complete the RSW
milestones by the end of the SOP term could lead to denial of future SOP requests. The COAs





also established that BSEE may request “evidence of diligence” as Hilcorp worked to satisfy the
requirements of the SOP RSW.

Over most of the course of the current 3-year SOP term and associated RSW, Hilcorp affirmed to
BSEE quarterly that both coordination with BSEE OSPD to complete an OSRP submission and
talks with UAF refining a final study contract were continuing. BSEE accepted Hilcorp’s
quarterly reports updating BSEE on the Liberty SOP RSW until the submission for the 4th
quarter of 2023, dated January 15, 2024. The initial RSW update submission for that quarter
asserted that Hilcorp had received a final study scope and cost estimate for a potential contract
with UAF and would work with UAF to initiate the study in 2024. On January 25, 2024, BSEE
requested that Hilcorp submit the final UAF study scope as “evidence of diligence” prior to
BSEE’s acceptance of the pending quarterly RSW progress report submission.

Hilcorp’s February 1, 2024, response to BSEE provided the study scope but clarified that the
study scope “does not reflect the final study scope. Hilcorp intends to refine the scope in future
discussions with UAF” and added that “[i]n addition to working with UAF, in 2023, Hilcorp
evaluated the technical feasibility of drilling the Liberty reservoir from the Endicott Satellite
Drilling Island (SDI) and an alternative onshore location. A review of these options will occur in
the 1st quarter 2024 and Hilcorp will provide an update in the next Liberty quarterly SOP status
report. Hilcorp introduced the possibility of this extended reach alternative in a meeting with the
BOEM Alaska Director in January 2024. Further discussion regarding implications to the DPP
will take place following Hilcorp’s technical analysis of these alternative surface hole options.”

In response to this new information, BSEE’s Alaska OCS Regional Office requested a joint
meeting with Hilcorp and BSEE OSPD to discuss Hilcorp’s Liberty Unit development intentions
and the technical details of the draft UAF study scope in greater detail, and to discuss timing of
any submissions Hilcorp may need to make to BSEE prior to the December 26, 2024, expiration
of the current SOP. At a meeting held virtually on March 4, 2024, Hilcorp confirmed to BSEE
that it was evaluating an option to revise its Liberty DPP to develop the Liberty Unit from an
onshore location rather than from the previously permitted OCS artificial gravel island. BSEE
discussed the nearing expiration date of the current SOP and reviewed with Hilcorp the
regulatory citations governing BSEE’s consideration of an SOP request before providing Hilcorp

a printed copy of the regulations.

BSEE also explained the distinction between a BSEE OSRP approval and a BOEM DPP
approval. A BSEE OSRP approval is not a prerequisite to a BOEM DPP approval. They are
separate approvals that follow different processes and as such, continued delays in submitting a
sufficient OSRP after so many years, without demonstrating significant progress, would not
support approval of additional SOPs. BSEE asserted that, given all the other outstanding
permitting actions yet to be resolved before the Liberty Unit could proceed to development and
the anticipated lack of successful completion of RSW milestones leading to an OSRP approval
during the current SOP term, Hilcorp would need to provide greater justification beyond its work
to submit an adequate OSRP to support further suspension requests. When BSEE OSPD
attempted to address how Hilcorp’s draft UAF study scope might not sufficiently address
BSEE’s requirements for a complete OSRP submission in its current state, Hilcorp stated it did





not have a staff member present who could speak in detail on the technical aspects of the UAF
study proposal with BSEE OSPD.

On May 10, 2024, Hilcorp contacted BSEE and BOEM to request a joint meeting “to discuss
changes we are considering for the Liberty Development Plan. We would like to get feedback on
the proposed changes, BOEM’s process, and any potential implications for the SOP.” At the
meeting held on June 5, 2024, Hilcorp informed BSEE and BOEM that it was not going to
proceed with developing the Liberty Unit from a new artificial gravel island in OCS waters or
from an onshore location as proposed in the pending DPP. Instead, Hilcorp would change its
entire plan and submit a new DPP to BOEM to develop the Liberty Unit from the existing
Endicott SDI. This change would also require Hilcorp to submit a new or revised OSRP to

BSEE.
National Environmental Policy Act

In the meeting on June 5, 2024, Hilcorp also stated it would likely submit another SOP request to
BSEE after it submitted a revised DPP to BOEM in the fall, citing as justification that the SOP
would be “necessary to carry out the requirements of the National Environmental Policy Act
(NEPA) or conduct an environmental analysis” and that BOEM’s NEPA review of Hilcorp’s
DPP submission should meet that justification. BSEE informed Hilcorp that the suggested timing
of its submission was tight because BSEE would not approve an SOP on that justification unless
BOEM could affirm to BSEE that NEPA activities were underway to BOEM’s satisfaction prior
to expiration of the current SOP.! BOEM confirmed it does not formally commence its NEPA
review until it has deemed a DPP submission complete and published a Notice of Intent to

commence NEPA analysis in the Federal Register.
The August 12 and August 28, 2024, Suspension of Production Requests

On August 12, 2024, Hilcorp submitted a request for BSEE to grant an SOP pursuant to 30 CFR
§ 250.172 for a period of 1 year from December 26, 2024. Hilcorp’s request seeks a suspension
based on the need to conclude a NEPA review and delays with submitting an adequate OSRP.
Following an administrative review of the request to verify that it contained each of the required
elements of a suspension request as defined in 30 CFR § 250.171, BSEE returned the request to
Hilcorp on August 27, 2024, because it was incomplete. The notification to Hilcorp stated
“BSEE has determined that your request does not sufficiently satisfy three of the required
elements, as follows:

e §250.171(c): A statement that a well has been drilled on the lease and determined to be
producible according to § 250.1603 (SOP only), 30 CFR § 550.115, or 30 CFR §
550.116;

§ 250.171(d): A commitment to production (SOP only); and
§ 250.171(e): The service fee listed in § 250.125 of this subpart.”

Hilcorp responded on August 28, 2024, with a request that was substantively identical to the
August 12 submission but contained each of the required elements of § 250.171 to BSEE’s

! Hilcorp’s prior DPP submission had not been deemed complete until 9 months after its original submittal.





satisfaction. Hilcorp submitted this missing information and service fee on August 28, 2024.
Following BSEE’s verification of a complete request, BSEE commenced a technical and
regulatory analysis of the SOP request.

On December 13, 2024, BSEE received a supplement to Hilcorp’s request for an SOP for the
three OCS leases comprising the Liberty Unit. In that supplement, Hilcorp stated that it had
submitted a DPP to BOEM on November 20, 2024, that “contains a schedule which plans to
return to production by January of 2029 and that “is subject to review under [NEPA].” By letter
dated today, BOEM informed Hilcorp that its DPP is incomplete.

Analysis

To request a suspension, Hilcorp must submit to BSEE the information identified in 30 CFR

§ 250.171 before the end of the lease term. That information must include the justification for the
suspension, a reasonable schedule of work leading to commencement of the suspended activity, a
statement that a well has been drilled on the lease and determined producible, a commitment to
production, and the required service fee. BSEE must determine that the request has met these
requirements before it may grant a suspension. These relevant requirements and considerations

of 30 CFR § 250.171 are analyzed as follows:

a) 30 CFR § 250.171(a) requires a suspension to contain a justification and length for the
suspension. Hilcorp’s request contains its justification for the suspension including the length of
suspension requested (1 year) as required by 30 CFR § 250.171(a).

b) 30 CFR § 250.171(b) requires an RSW leading to the commencement or restoration of the
suspended activity. To grant an SOP, the RSW must result in the commencement of production
prior to the expiration of the requested SOP. The ultimate outcome of the RSW schedule
(production) should be demonstrably achievable. The RSW Hilcorp submitted in August 2024
does not show a path leading to the commencement of production within the requested SOP
duration, ending instead in a “return to permitting.” The final milestone of the provided RSW
states that in November 2025, “Hilcorp requests additional SOP extension pending NEPA review
by BOEM including a schedule of work which will outline required permitting activities and
timelines.” Similarly, the supplement Hilcorp submitted in December 2024 fails to show a path
leading to the commencement of production within the requested SOP duration. Hilcorp
requested a 1-year SOP; the DPP referenced in the supplement would not commence production
from the Liberty Unit until January of 2029. Moreover, BOEM has determined that the DPP is
incomplete. Therefore, Hilcorp’s request fails to satisfy 30 CFR 250.171(b).

¢) 30 CFR § 250.171(c) requires a statement that a well has been drilled on the lease and is
producible. BSEE confirms the producibility determination of the Liberty #1 well, drilled by a
prior lessee on lease OCS-Y-1650 in 1997, in accordance with 30 CFR § 250.171(c).

d) 30 CFR § 250.171(d) requires that the lessee demonstrate a commitment to production (CTP).
The SOP request submitted in August 2024 asserts that “Hilcorp and predecessor operators have
diligently worked to bring the Liberty Leases into production” and “Hilcorp is committed to
production from the Liberty Unit. To demonstrate Hilcorp’s commitment, the following





suspension request is submitted, which outlines a reasonable schedule of work to achieve an
approved ERD DPP.” However, BSEE has determined that the RSW provided to demonstrate
this CTP does not contain a firm timeline that would reasonably result in production before the
end of the lease term (i.e., December 26, 2025). The schedule of activities described by Hilcorp
to demonstrate its CTP instead includes only the preliminary steps necessary to begin a plan
approval process. The preliminary steps identified would only lead to submission of another SOP
request to BSEE near the end of the new SOP term in December 2025. Because the regulation
requires that a request include a CTP that would lead to production prior to the end of the
suspension, BSEE cannot approve an SOP, like the one at issue here, that clearly states it will not
lead to production by the end of the new suspension. The regulations do not permit a lessee to
rely on the future submission of additional SOP requests to extend the period during which the
CTP must be demonstrated. Hilcorp’s August 2024 request does not satisfy 30 CFR §250.171(d).

The supplement Hilcorp submitted in December 2024 does not cure these deficiencies. The RSW
timeline in the supplement provides 3 years for what it describes vaguely as “Permitting, Facility
Upgrades, Procurement for 2028-2029 drilling campaign” but provides no specific details
regarding these sweeping categories of action. Hilcorp has referenced a feasibility study for its
extended reach drilling strategy but did not provide the study. The supplement also identifies
“mobiliz[ing]” the Doyon 26 drilling rig as part of its RSW but provides no information on its
drilling capabilities or how those capabilities conform to the results of the feasibility study and
no information demonstrating Hilcorp’s efforts to secure a contract or otherwise demonstrate a
financial commitment to use this rig. These omissions would not justify a 5-year suspension—
the minimum time Hilcorp actually appears to require for production—much less the 1-year
suspension Hilcorp has actually requested. Moreover, as noted above, BOEM has determined
that the DPP Hilcorp sent is incomplete. Therefore, the supplement does not provide a firm
timeline that would reasonably result in production before the end of the 1-year suspension

Hilcorp requested.

e) 30 CFR § 250.171(e) requires submission of a service fee. BSEE confirms that Hilcorp
submitted the applicable service fee as required by 30 CFR § 250.171(e).

In addition to submitting the information required by 30 CFR § 250.171, Hilcorp’s request must
satisfy one of the five identified circumstances for granting an SOO or SOP pursuant to 30 CFR
§ 250.172. Hilcorp asserts that an SOP is necessary for two reasons under this regulation. First,
Hilcorp claims that the request is “necessary to carry out the requirements of NEPA or to
conduct an environmental analysis.” 30 CFR § 250.172(d). Second, Hilcorp claims that the
request is necessary “to allow for inordinate delays encountered in obtaining required permits or
consents, including administrative or judicial challenges or appeals.” 30 CFR § 250.172(e).

First, BSEE disagrees that an SOP is necessary to carry out the requirements of NEPA. Hilcorp
is incorrect in asserting that the Ninth Circuit’s December 7, 2020, decision vacating BOEM’s
approval of the Liberty DPP and remanding the action means that an applicable NEPA process
remains unconcluded. The court required a supplemental NEPA analysis if the DPP is pursued.
‘However, the need to conclude the analysis of the DPP is moot in light of Hilcorp’s
representation that it is pursuing an entirely new development concept that requires a revised or
amended DPP. It is not necessary to supplement a NEPA analysis for a DPP concept that has





been abandoned and is being replaced by a new concept that will require a new NEPA review.
Even if that NEPA analysis were not moot, another SOP would not be necessary to complete that
work. The Ninth Circuit issued its judgment 4 years ago; that 4 years provided an adequate
amount of time to prepare a supplemental NEPA analysis.

Furthermore, BOEM hosted a virtual meeting with BSEE and Hilcorp on March 29, 2022, to
clarify BOEM’s expectations for Hilcorp’s DPP following the Ninth Circuit’s 2020 decision.
BOEM'’s record of that meeting shows that BOEM made clear to Hilcorp “that it is BOEM’s
understanding that the DPP may change as a result of Hilcorp’s OSRP study. BOEM does not
know the extent of the changes, but those changes will affect the NEPA analyses. BOEM is
waiting on Hilcorp before we revise the NEPA analyses and address court’s decisions. BOEM
will need to know Hilcorp’s changes to their plans before we proceed.” BOEM’s record of the
meeting also confirms that Hilcorp acknowledged that “Hilcorp understands that BOEM is
waiting on updates to the DPP before supplementing the NEPA evaluation.” In the meeting,
BOEM also inquired about Hilcorp’s failure to respond to BOEM’s March 19, 2021, letter
requesting that “Hilcorp provide a written response as to their intent to amend the Liberty DPP
and continue pursuit of the Liberty project.” The meeting notes show that Hilcorp acknowledged
receiving BOEM’s letter and “stated Hilcorp would provide BOEM with a written response.”
Hilcorp responded to BOEM’s request on May 9, 2022.

In its August 2024 SOP request, Hilcorp also asserted that the SOP is justified to allow time to
draft and submit a “revised DPP” to BOEM, which would trigger the requirement to initiate a
new NEPA analysis for the revised DPP. However, Hilcorp’s proposal states that it does not
anticipate submission of a complete, revised DPP to BOEM until approximately the 4th quarter
of 2025, precluding BOEM’s initiation of a NEPA analysis before the expiration of the current
SOP on December 26, 2024. See 30 CFR § 550.285(c).

On November 20, 2024, Hilcorp submitted to BOEM an amended DPP for the Liberty project
pursuant to 30 CFR § 550.267(d), rather than a revised DPP pursuant to 30 CFR § 550.285, and
the BOEM Regional Supervisor determined that the amended DPP is subject to the procedural
requirements of 30 CFR § 550.266. Pursuant to those regulations, BOEM reviewed the submitted
information and, in a letter dated today, determined that it is incomplete and therefore deemed
not submitted. Even if we were to grant the requested SOP, BOEM would not initiate a new
NEPA analysis for the amended DPP until after it has deemed the submission complete. In any
event, the amended DPP comes almost 4 years after the Ninth Circuit’s decision.

The future initiation of a not-yet-required NEPA analysis does not satisfy 30 CFR § 250.172(d).
Hilcorp’s request rests on speculation and estimations of time needed for Hilcorp to provide
additional information sufficient to cure the deficiencies with the amended DPP and for BOEM
subsequently to deem the amended DPP submitted. This speculation and indeterminate,
unenforceable timeline do not meet the requirements of this regulation. Therefore, the requested
SOP is not “necessary to carry out the requirements of NEPA or to conduct an environmental

analysis” within the meaning of 30 CFR § 250.172(d).

Second, BSEE determines that Hilcorp’s permitting delay allegations are unfounded. Those
allegations center around past “discussions with BSEE” and work during the current SOP period





by Hilcorp’s subject matter experts on intentional well ignition. As of the date of this letter,
Hilcorp has not yet fulfilled the outstanding line items from the second RFAI, dated

July 19,2019, or submitted a revised OSRP to BSEE. BSEE cannot initiate formal review and
technical analysis of Hilcorp’s pending OSRP application until BSEE determines that Hilcorp
has adequately addressed the 22 line items identified in the RFAI Hilcorp’s inability or refusal
to submit a complete OSRP application to BSEE and to do so in a timely manner does not
constitute an inordinate delay under 30 CFR § 250.172(e), where the delay is entirely Hilcorp’s
creation and within its control. Any additional allegations of permitting delays are related to
Hilcorp’s intention to submit a revised DPP in the future and speculation that this process will
entail permitting delays of some unidentified sort. These allegations do not satisfy 30 CFR §

250.172(e).

Decision

Following a detailed review of the information submitted, and based on the information and
analysis presented herein, Hilcorp’s request, pursuant to 30 CFR § 250.171 and 30 CFR §
250.172, for an SOP of the three Liberty Unit leases is hereby denied.

Please contact Justin Miller at (907) 334-5300 or Justin.Miller@bsee.gov if you have any
questions.

Sincerely,

onmernrs

Laura Daniel-Davis
Acting Deputy Secretary

cc: Bureau of Ocean Energy Management
Office of Natural Resources Revenue





