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P & A Rig Consortiums – Cost Savings and Other Benefits



• Rig Management Group ( RM ) established in 2006.
– Main activity : Establish and facilitate rig consortiums for Operators

• Providing consortium members:

– Access to rig capacity/ warm rig through complete P&A programs

– Single well slots in long rig contracts

– Benefits of continuity in discontinuous P & A programs

– Negotiation power for relevant 3rd party services

– A rig “fit for purpose”

• RM is

– Neutral - no part in rig contract or contracts for 3rd party services

– Facilitator - the Consortium Members are decision makers

About Rig Management Group (RMG)



• Coordinating 20 operators

• Totally 16 rig years

• 90+ wells ( exploration/appraisal, 
development, P&A wells)

• Super-majors, mid-caps, small players

• Operators / contractors come back for more

• Concept value is well recognized

• Developing international positions               
(UK, West Africa, Harsh area regions)

To date - 5 consortiums with 20 operators

West Alpha
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NCS III
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Borgland Dolphin

Transocean Arctic
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Approach to the rig market throughout the business cycle
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Market is tight – we need

to secure rig capacity

long term

Market is soft – we can sit

back and wait as rates 

will continue to decline…

…..or we can secure

long term rig capacity at 

favorable terms

Company rig term

Consortium rig term

Time of rig commitment



Example setup of a long term rig consortium

• Several operators with discontinous P & A programme could be combined into a 
continous long term programme

• From single well to mulitiple wells per operator

• From operator back to back drilling to spread of wells

2018 2019 2020 2021



• Cost
– Rig rates
– 3rd party services
– Efficiency
– Synergies

• Flexibility
– Long-term contract makes long-term 

planning for each individual member possible
– Members may swap slots if required

• Efficiency
– Synergies between members
– Best practice
– Common personnel/ equipment
– Rig crew and 3rd party personnel will gain 

extensive experience with similar P&A 
operations

– Conclusion : A rig fit for purpose !!

Safe Efficiency - benefits for all the members

Activity

no.

Company n - Well #n 1 To be defined 60

Company n - Well #n 2 60

Company n - Well #n 3 60

Company n - Well #n 4 100

Company n - Well #n 5 80

Company n - Well #n 6 45

Company n - Well #n 7 45

Company n - Well #n 8 60

Company n - Well #n 9 60

Company n - Well #n 10 120

Company n - Well #n 11 60

Company n - Well #n 12 60

Company n - Well #n 13 60

Company n - Well #n 14 80

Company n - Well #n 15 60

Company n - Well #n 16 60

Company n - Well #n 17 75

Shared options

1100

OPERATORS
Number of 

wells

Committed days 

(incl. TBN)
Shares %

Comapny 1 4

Company 2 4 Black frame = Time restricted slot

Company 3 3

Company nn (group?) 6

SUM 17 0 %

UKCS 1 - Potential consortium - "fit for purpose rig" - long term contract

Company - Well #

Estimated start 

date
SUM days

Year 1 Year 2 Year 3 Year 4

1 2 3 4 5 6 7 8 9 4 5 6 7 8 910 11 12 1 2 3 4 5 6 7 8 910 11 12 1 2 3 4 5 6 7 8 910 11 12 1 2 3 10 11 12

Sum rig days (ex potential yard stay)

Colors code

50        75      100      125      150                           
k USD/day 



Process – stepwise commitment

Pre-
engagement

•Invitation and 
presentations

•Engagement 
Agreement

Phase 1:

Define

•Kick-off meeting

•Establish Steering 
Committee

•Rig need, timing 
and scheduling

•Technical spec

•Coop Agreement

•Draft Rig Sharing 
Agreement (RSA)

•Procurement 
strategy 

•3rd party 
technical services

Phase 2:

Select

•Negotiate RSA

•ITT or single 
source

•Collect “firm 
quotes” on rig 
days from 
members

•Assess offers and 
negotiate terms 
of rig contract

Phase 3:

Execute

•Sign Rig Sharing 
Agreement

•Sign Rig Contract

•Facilitate 
/Coordinate 
procurement of 
common  long 
lead items and 
work related to 
planning for rig 
commencement.

Phase 4:

Operate 

•Facilitate 
members’ 
operation of Rig 
Contract and RSA

• Facilitate
scheduling

•Follow-up and 
coordination of 
planning and 
operation of the  
P & A program as 
agreed between 
the members and 
RM

Engagement 
Agreement

Select phase
or

Exit

Execute
or

Exit

Accept Rig for 
Operations

Rig Sharing Agreement

Point of Rig Contract 
Commitment

Point of Rig Contract  
Commencement

Rig Contract / 3rd party services

Engagement AgreementEngagement AgreementEngagement Agreement



Communication

Governance structure – operating phase 

Rig contract / 3rd party services
• Contracts between Operator and contractor
• RM not party to contracts/operations 

Rig Sharing Agreement
• Agreement between consortium members and RM.
• RM as a neutral facilitator

Steering
Committee

RM -

Coordinator

Rig Sharing
Agreement

Rig Contract

Rig Owner

Operator 

in charge

Operators

3rd party 
services

3rd party service 
providers



Example : Cost savings for an 80 days campaign of P & A activities for one Operator :

• Direct rig costs :
– Secure a SS-rig individually for 80 days, cost for a «low spec.» rig = 80-90k USD/day.

– Secure a rig in a 1-1.5 year consortium, cost for a similar rig = 70-80k USD/day.

– For an 80 days period the Operator saves  : 80 x 10k USD/day = USD  800 000 

• 3rd Party Services – Spread costs :
– Rig rate : 75 k USD/day.(1/3 of spread costs acc. to Operators)

– 3rd party services estimate : 150 k USD/day.(2/3 of spread costs )

– Potential saving of 10% for 3rd party services ( 80 days versus 1-1.5 year ) :

• 15 k USD/day x 80 days = USD 1 200 000 

• Synergies :
– Experience transfer/ best practice between Operators.

– Continuity/ learning curve of personnel.

– Equipment/ installation, rental, purchase, optimisation.

– Inspections, audits, repairs.

– Assumed operational efficiency improvement of 10%, 8 days reduced                                               
rig time + 3rd party costs could be saved : 225 k USD/day x 8 days : USD 1 800 000



Summary of total cost savings for an 80 days P & A campaign in a rig consortium.

• Direct rig costs : USD 800 000

• 3rd Party Services : USD 1 200 000

• Synergies ( experience, efficiency etc..) : USD 1 800 000

• Total potential savings : USD 3 800 000

• Total costs for an 80 days P&A campaign on an individual basis :

– 235 k USD/day x 80 days : USD 18 800 000

• Total cost savings for an 80 days P & A campaign in a rig consortium : 20 %!! 



Status today : Advantages/ Challenges/ Conclusion

• Advantages :
• RM has taken the initiative to establish dedicated P&A rig consortiums in the UK.

• Several operators shown interest – Increased volume of wells to be permanently abandonded.

• Secure long term contracts - Attractive day rates in a ( still !) soft rig market.

• Access to a «warm» rig for all operators through the entire contract period. 

• «Purpose-equipped» rigs - Cost savings and synergies for the consortium members.

• Long term consortium - Flexibility for changing plans and unforeseen challenges.

• The consortium concept can also be used in other Decommisioning areas, where you can achieve 
costs savings/ increased efficiency by longer contracts/ synergies between Operators.
• Example : Heavy Lift Vessels.

• Challenges
• In a «soft» rig market Operators awards rig contract directly.
• Our rig consortium concept  is a «new experience» for UK Operators. ( Rig sharing is not common 

practice )

• Conclusion
• More co-operation between Operators necessary, to achieve substantial cost savings in  connection with 

future P&A well operations. 
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