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�� Treading water
 Many thought the price crash would speed up decommissioning, but 

the opposite has been true, as companies conserve cash. The majority of 
operators remain positive, though. We identify risks and opportunities.

�� Cost cutting
 Improved cost-cutting and cost estimation is fundamental in the low-price 

environment. We discuss enhanced cost-optimisation strategies with Amec 
Foster Wheeler.

�� Brent’s big lift
 High-profile projects remain on course, such as the removal of Shell’s Brent 

Delta platform’s topside in the North Sea. We spoke to the project’s director 
to gain crucial and exclusive insight. 

�� Innovation
 Finding new solutions to old problems is critical in the decommissioning 

field. We look at lessons that can be learned from nuclear power 
decommissioning and other sectors.
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THE oil price crash is having a negative impact 
on the pace of decommissioning. 

With the price of Brent slipping below US$30 
in January, price forecasts for the year have been 
revised rapidly. On January 28 Ian McLelland, an 
analyst at Edison Investment Research, released 
a note altering the company’s forecasts for Brent 
in 2016 and 2017 to US$40 per barrel and US$50 
respectively. Longer term, the outlook was also 
lowered from US$80 per barrel to US$70. “The 
oil markets have been in turmoil now for 16 
months, with January 2016 trading the most 
tumultuous we have seen in years. Crude prices 
have plummeted to levels not seen since mid-
2004 and both slowing Chinese demand growth 
and Iranian exports are weighing heavily on the 
market,” he said. 

This sentiment is echoed across the sector. In 
a survey in late 2015, services firm and decom-
missioning specialist Claxton said that 65.91% 
of respondents predicted that the crude price 
would be flat over the next 12 months. Just 2.27% 
were confident that it would rise significantly 
over the same period. 

In spite of the oversupplied market and low 
prices, there remains optimism about decom-
missioning prospects.

Claxton’s report found that 69.77% of those 
surveyed were positive about the future of the 
industry, even taking into account the consider-
able challenges it faces.  

Caution
In the current environment, with the cost of ser-
vices and materials low, it would make sense for 
firms to remove rigs and other infrastructure. 
But in key markets such as the North Sea, this 
has yet to happen as companies conserve cash. 
(See page 8)

Generally speaking, the prevalent philosophy 
among the industry is to hold on until there is 
absolutely no other choice.

In UK waters, this approach has backing from 
the government and many in the upstream sec-
tor too, both of which are keen to preserve jobs 
and wring out as much output as possible. 

In Asia, this has been exasperated by a lack of 
technology and expertise, as well as some con-
siderable challenges in the form of legislation 
and waste management. (See pages 18 and 20)

The Gulf of Mexico, the largest decommis-
sioning market in the world, has also seen activ-
ity stall. (See page 24)

This is bad news for Meanwhile services firms 
– a group that is due to benefit heavily from a 
rise in decommissioning projects – are seeing 

the prospect of fresh contracts pushed back 
once more. Following the collapse in the price of 
crude, these represent some of the most at-risk 
companies in the industry. (See page 8)

Tipping point
This wait-and-see approach cannot go on for-
ever, though. With hundreds of facilities around 
the world already working well beyond their 
originally intended operational lifetime, large-
scale decommissioning will inevitably begin 
during the next five years, if not sooner, 

Lessons should be learned wherever pos-
sible, be it from current high-profile projects 
such as the removal of Royal Dutch Shell’s Brent 
Delta platform’s topside (see page 14), or existing 
industries with their own experience of compli-
cated engineering challenges.  

In this special report, we speak to Bob 
Churchill, strategic business development direc-
tor with AMEC Foster Wheeler (see page 12), a 
company that has worked for some time in the 
nuclear decommissioning sector. As well as the 
technological innovations, he believes that much 
of the sharing of knowledge that can be carried 
out by these two separate wings of the energy 
sector should focus on the management of peo-
ple and processes. 

“The first question,” he asks, “is how do you 
take a company or group of people who have 
spent their careers in operating something huge, 
whether it is an oil or gas platform or a nuclear 
power plant, that have ten, 20, 30, 40 years of 
experience in keeping it running, but now have 
to take it apart and decommission it?”

Resolving this will not be an easy task, but the 
focus on changing hearts and minds is an inter-
esting one. In this lull, it makes sense for firms 
to lay the ground for the decommissioning path 
ahead. Given the huge potential for both cost 
savings and transparency that more effective 
management of these processes could bring, 
the “softer skills” side of the industry should not 
be ignored. But installing a change in culture is 
never easy and the path ahead for many will be 
far from straightforward.

That said, it many instances it is clear that a 
more scientific approach is needed too. In Aus-
tralia, work is being carried out to assess the ben-
efits of converting oil rigs in to artificial reefs (see 
page 22). Following the Brent Spar controversy, 
this is a tricky area, but it is clear that more data 
are needed.

The signs are promising, even though the 
appetite seems to be lacking to drive through the 
necessary changes in legislation.�

W H AT:
Companies are 
conserving cash 
rather than spending 
on decommissioning 
projects.

W H Y:
It is a matter of survival 
for many firms that 
have decommissioning 
commitments.

W H AT  N E X T:
A price rebound ought to 
reinvigorate the industry, 
with the lull offering an 
opportunity to prepare for 
the next phase.

Treading water
The oil price collapse has put the brakes on rapid decommissioning development

The prevalent 
philosophy 
among the 
industry is 
to hold on 

until there is 
absolutely no 
other choice
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