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 Retirement plan
 Spending on North Sea decommissioning is set to exceed US$2 billion per 

year by 2020, highlighting the scale of the challenge facing the industry.

 Evolving challenges
 Operators in the US Gulf of Mexico are on a learning curve as they 

face the prospect of larger platforms in deeper waters coming up for 
decommissioning, but still have a backlog of projects to contend with on the 
Outer Continental Shelf.

 Reefing the benefits
 Rigs-to-reefs programmes allow for decommissioned structures to be 

turned into artificial reefs, but there is some disagreement over the benefits 
of this.

 Snail’s pace
 The Asian decommissioning sector is lagging other parts of the world, in 

both levels of activity and suitable regulation.
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A lack of skilled workers, rising costs 

and a shaky supply chain are all critical 

challenges the UK’s decommissioning 

industry will have to overcome. Yet more 

than six months after the publication of 

the Wood Review, the industry is still 

waiting to kick into full swing. 

Decommissioning in the North Sea is 

poised to be a growth area, given that it 

is a legal requirement. Every platform 

and pipeline across the region has a set 

lifespan, after which it must be disposed 

of cleanly and safely.  

Growth in decommissioning to date 

has been relatively modest, however. 

According to industry body Oil and Gas 

UK, in 2013 decommissioning accounted 

for around GBP900 million (US$1.5 

billion), or 3.5% of total spending in the 

region. By 2020 this figure is forecast to 

reach GBP1.3 billion (US$2.16 billion) 

per year, with a total of GBP40 billion 

(US$66.4 billion) required over the next 

30 years. 

However, as the offshore industry on 

the UK Continental Shelf (UKCS) 

continues to mature, the concern is that 

too many facilities will have to be retired 

at once. By 2045, it is estimated that up 

to 478 platforms will need to be removed 

from the North Sea.  

This is a considerable challenge. 

Installations in the UKCS are typically 

huge, with many weighing over 10,000 

tonnes – more than the Eiffel Tower. All 

this steel and concrete, along with 

associated storage facilities, pipelines 

and wastewater and chemicals, has to be 

removed safely from a region well 

known for its difficult working 

conditions. 

NORTH SEA 

The UK North Sea’s retirement plan 

Spending on UK North Sea decommissioning is set to exceed US$2 billion per year by 

2020, highlighting the scale of the challenge facing the industry 

By Sam Wright 

 Over US$66 billion will be spent on North Sea decommissioning over the next 30 years 

 Up to 478 platforms will have to be removed from the region by 2045 

 A tight market for equipment and vessels coupled with rising costs are problems that must be addressed 
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Decommissioning is a difficult, costly 

process and one that operators often 

neglected to plan for in the past. 

Regulators are trying to adopt a stricter 

approach to decommissioning and 

offshore oil and gas producers are having 

to plan ahead more, but making this shift 

is not proving easy. 

The US Gulf of Mexico – along with 

the North Sea – is one of the world’s 

most mature decommissioning markets. 

The US Bureau of Safety and 

Environmental Enforcement (BSEE) 

estimated that, as of June 2013, there 

were 356 platforms on the US Outer 

Continental Shelf (OCS) that were 

considered to be “idle iron”, and a further 

273 platforms on expired or terminated 

leases. The BSEE – which requires 

operators to dismantle and dispose of 

infrastructure after plugging non-

producing wells – estimates there to be 

around 2,900 platforms on the OCS, so 

decommissioning work in the region is 

set to rise. However, the market still has 

plenty of challenges to overcome during 

this process. 

“The US Gulf is where most of the 

[offshore] structures in the world are,” a 

Douglas-Westwood manager, Matt 

Loffman, told NewsBase. “We have 

thousands of small platforms that have 

just got some production equipment, and 

a very limited scope of services, with 

maybe just one wellhead producing. 

There are so many of these small 

platforms, and a lot of them will need to 

be taken out and abandoned safely, in 

compliance with the environmental 

regulations.”  

While in general decommissioning is a 

growing market, it had slowed somewhat 

recently, he said. “What we saw was 

fairly steady activity from around 2000 – 

it went up and down a little bit but was 

fairly steady. This year and last year, it’s 

kind of gone down.” There are several 

reasons for this, with Loffman noting 

that, in general, decommissioning 

remains an unpopular activity with 

offshore operators – a liability and an 

expense from which they can see little 

benefit. “So there is this understandable 

view from a business perspective – ‘If we 

can put it off, let’s put it off unless 

there’s a real need to do it’.”  

Regulators have been taking steps to 

address this and bring more urgency to 

decommissioning, particularly through 

the “idle iron” policy, which helped bring 

about an uptick in activity around 2011-

12. However, Loffman said: “My 

impression is that the government is 

quite willing to be fairly lenient with 

these oil companies.” 

Nonetheless, regulations on 

decommissioning in the Gulf are 

becoming more prominent and more 

talked about – which, Loffman noted, has 

also happened in the North Sea, the 

world’s other mature decommissioning 

market. 

“I just don’t think it will materialise in 

a big way in the next year or two,” he 

added, although there was a broader shift 

towards greater regulation in the Gulf in 

the longer term. 

 

Challenges 

The decommissioning market in the Gulf 

– and indeed elsewhere – faces further 

challenges that may hamper its evolution. 

“I think one of the big challenges right 

now is that a lot of these operators don’t 

have all that much money to throw 

around,” Loffman said. 

Despite spending hundreds of billions 

of dollars, offshore producers have 

struggled to bring production in the Gulf 

to levels seen over previous years, and 

are now coming under greater pressure 

from investors to increase cash flow. 

“Something like decommissioning is just 

a real drain on that,” Loffman added, 

saying the impact had been notable this 

year on decommissioning and predicting 

next year would be similar.

GULF OF MEXICO 

Slow progress in the Gulf of Mexico 

The US Gulf Of Mexico is facing a backlog of projects coming up for retirement. While 

progress on decommissioning in the region is happening, it remains slow 

By Anna Kachkova 

 Given cash flow pressure, decommissioning work remains unpopular with many producers 

 Regulators are trying to speed up decommissioning in the Gulf but still have some way to go 
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