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Today’s Reality

Plateau is behind us ... what's ahead?

UKCS Production UKCS Decommissioning Activity
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Year on year decline since 2000 -+ Steep increase in P&A activity since 2012
2011 to 2013 poorest delivery ever -« Continuous decline in E&A wells since 2008
Trend stopped in 2014 :

A small increase in the 2015F
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The UKCS’ nhew ‘mega prject’?
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CAPEX IS expected to decrease by
around 5bn per year to around 7bn in
2017
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E&A drllllng rate halved compared to a
decade ago

Development drilling declined by around
30%

» High costs accelerate CoP in the North Sea

» The scale of decom activities is steadily increasing —

new ‘mega-project’?
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O Year on year Increase In Decom

expenditure

* Total expenditure ~32bn GBP
. » Peaksin 2017, 2020 and 2023

Is decom becoming the

centrica



The UKCS’ new ‘mega project’?
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« CAPEX is expected to decrease by + E&A drilling rate halved compared to a * Year on year increase in Decom
around 5bn per year to around 7bn in decade ago expenditure
2017 * Development drilling declined by around : + Total expenditure ~32bn GBP
30% + Peaksin 2017, 2020 and 2023

Are we ready?
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The North Sea is highest for lifting cost

We can'’t also become the highest cost decom basin

Lifting cost by basin

Awerage Lifting Cost/boe (5]
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What can we learn from them?

* Large-scale
* Capital intense

* Complex planning,
execution &
operations

* Importance of
safety

Severe economic
downturns

Relocation to other
regions

Falling productivity &
efficiency

A single, compelling vision
Accepting change

Clear split of core and non-core
activities

Focus on ops excellence
Clear accountabilities

Continuous search for
improvement & innovation

Focus on select number of
performance metrics
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Focus Areas

Key Industry Bodies

AR ) Fiscal Big Data
Oil & Gas )
Authority «< %S
Oil & G‘as UK COSt
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. j) DEcom research Basin Plans
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The Vision : A Cost Effective, Safe Decom Industry [Py g


http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCL_J_d3YiMkCFQM5Ggod2zgPiA&url=http://www.offshoreenergytoday.com/decom-north-sea-names-new-directors-uk/&psig=AFQjCNGRPwax3WaeLAvqe8sPJkmtN54Qkg&ust=1447342397045031
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCJyCgKvYiMkCFYxYGgodOJwLhw&url=http://www.hays.co.uk/jobs/decc/aboutus/oilandgasauthority/index.htm&psig=AFQjCNFRh3jw2bWIAwnrVnPXYh0v86r25A&ust=1447342290124031
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCO_RgrnYiMkCFYxXGgodkosALg&url=http://www.nerc.ac.uk/about/enquiries/logos/web/&bvm=bv.106923889,d.d24&psig=AFQjCNE0_eVZMq0B88qnR7m8HqwmaWpfTw&ust=1447342319438705
https://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCLXx-cPYiMkCFYHZGgodWFsHXg&url=https://supercare.com.ph/test/index.php/accreditations&bvm=bv.106923889,d.d24&psig=AFQjCNE28fctMKNsnpsn9mohsV9iDFwjng&ust=1447342341164461
https://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCP6RyPDYiMkCFQM8GgodR2sMhg&url=https://en.wikipedia.org/wiki/HM_Treasury&bvm=bv.106923889,d.d24&psig=AFQjCNFOniGdarqEXTURGgwM5Tnlh4BZEw&ust=1447342434075482

A Cost Effective, Safe Decom Industry
Enablers

Integrated

Effective
ESIESS

Supportive
Tax
Regime

Effective
Late Life
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OPERATE

Behaviours
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A Cost Effective, Safe Decom Industry
Strategic Building Blocks

Scope Management

Knowledge Sharing

Technology Adoption

Execution

Stakeholder Mgt
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Industry
Strategic Options

Scope Management One by One
. Selective & Selective & Full &

KnOWIGdge Sharlng NEIE bi-lateral facilitated facilitated

Technology Adoption Cautious

: Encourage Facilitate Build joint Agree joint
Execution collaboration [jcollaboration enablers model

Stakeholder Mgt One by One

10 centrica

Divide &
conquer

One for All

Calculated Bold

Divide &
conquer

One for All




A Cost Effective, Safe Decom Industry
A joint vision for the UKCS?

One for All
>

Selective &
facilitated

Calculated Bold
Build joint
enablers

>
One for All
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Where are we?

Effective
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Integrated

Plans Strategy
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Summary

Decom is no longer in the future — It’s our reality

Opportunity

£35-70bn industry £70bn early CoP of existing assets
New Jobs / Enabling technology Execution Reputation
Late Life Extension Investors Appetite

An Aligned Vision of a Cost Effective Safe Decommissioning

Industry Is Required to Shape our Future and Avoid A High Cost
Mega Project
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