Taskforce Supplementary Papers - Competitiveness
A comparative Study of UK and Gulf of Mexico Topsides Facility Design and Fabrication Practice 
This study, undertaken by ODE Consulting, compared the cost of topside process facilities in the UK sector with those designed for the Gulf of Mexico (GoM). It identifies the potential for savings of up to 40% in the cost of topsides facilities in the UK through adoption of practices commonly used in the GoM. It draws on information provided by a number of earlier benchmarking exercises including several internal reports provided by operators in the UK sector. The data indicated that the cost advantage of GoM practice was most marked for smaller platforms but there was little differential between UK and GoM for the largest platforms.
As future UK developments are mainly likely to be smaller scale developments, cost reduction in this size range is of great interest and offers the potential for more UK fields becoming economic development prospects. It is also true that many export markets might become more attractive to the UK supplies industry if contractors and suppliers could identify ways to improve their competitiveness in international markets.
An analysis of the cost differentials for nominal field developments in the two sectors found that the difference arose in three different ways:
Firstly there are fundamental dissimilarities between the UK and GoM such as
· the cost of responding to the harsher, colder weather conditions in the UKCS 

· the demand for very high operational availability to meet UK supply contract conditions. 

Whilst some change to UK practices could reduce this differential these were considered outside the scope of this project and would not readily be achieved in the timescale of the Task Force actions.
Secondly market differences accounted for a significant element of the cost differential. The main factors here are
· the much larger size of the GoM market providing considerable economies of scale through the greater opportunity for repeatability 

· the larger, more competitive, transportation infrastructure in the GoM 

· the market pricing of equipment in the two sectors where, as for many domestic items, an item costing £1 in the UK would be $1 in USA 

Again it is outside the scope of this study to identify ways in which these could be changed in the urgent timescale of actions called for by the Task Force.
The third way in which the GoM was found to differ markedly from the UK is the GoM approach to design where
· layouts are generally simpler 

· process packages and equipment are standardised 

· bespoke designs are less common than in the UKCS 

The simplicity and repeat nature of GoM facilities in turn leads to much smaller more easily managed design teams and more aligned relationships with suppliers.
The goal setting safety regime in the UK is fundamentally different from the prescriptive, standards based, approach used in the USA. While this was not found to be an underlying cause of any cost differential, savings in HSE costs would naturally arise from adoption of simpler more repetitive designs. This would avoid the necessity for the high levels of risk analysis implicit in current UK practice where each platform tends to be a unique design.
The simplified standardised approach to design used in the GoM was found to account for much of the cost differential between the UK and GoM through the direct and indirect effects noted above. It was also identified as an area where action by operators, contractors and suppliers could result in early and immediate savings and where attention to these factors could reduce the overall cost of topsides process facilities in smaller UK developments by as much as 40%.
There has been a long term perception that UK facilities are more expensive than those in the GoM. Many contractors and suppliers serve both the UK and US markets and with the pressure of the recent oil price reductions there is a willingness to modify the UK approach to topsides facilities. A series of workshops drawing on expertise from across the industry recognised that, whilst this study could provide a catalyst for action, there is limited potential for Government or collaborative action. The initiatives proposed lie principally with the operators, contractors and suppliers who need to react to the commercial demands of the UKCS in the context of the competitive pressures of the world-wide oil and gas markets.
The principal recommendations are as follows:
1. LOGIC to promote adoption of best practice identified in this study through publication and broad dissemination of this report. Produce supporting summary brochure. 

2. Operators to promote the application of GoM project management and design techniques into live projects in the UK. 

3. Contractors to seek to incorporate GoM experience and expertise for application within the UKCS arena. 

4. Government to consider establishing a forum for collaboration between the Oil and Gas Directorate, the Department of the Environment and Transportation (DETR) and the HSE to help co-ordinate and clarify environmental, safety and marine issues. 

5. Operators and Contractors to make better use of supplier’s standard specifications & products. This need not be limited to traditional offshore suppliers. 

6. Operators must ensure that they fully recognise and utilise the expertise available from their contractors and suppliers in their specialist areas of knowledge. 

7. Operators and contractors should actively promote adoption of the best practice identified in this report through good supply chain management, in particular ensuring early supplier involvement. 

8. Operators and Contractors to implement the UKOOA risk framework such as to capture good practices and reduce the amount of analysis (i.e. safety studies and QRA modelling) required for new projects. 

9. HSE to publish assessment principles and related guidance such that all requirements for safety cases are fully understood. 

The study concludes that, given industry wide acceptance of the need for action, adoption of GoM practice has the potential for reductions in the cost of topsides facilities in the UK sector by as much as 40% - particularly for smaller platforms. Attached at Annex A is a list of a number of measures that would indicate the success of the industry in changing the design and management practices used in the creation of topsides facilities in the UK.
Effective Teams:
· Operators would use small, effective, integrated teams. 

· Contracting strategies would be simple and straightforward. 

· Selection of contractors would be based on philosophy in approach and experience of proposed personnel, including financial and commercial awareness as well as technical competence. 

· Contractors would be more pro-active in demonstrating how they would work differently and in proposing new approaches. 

· Teams would be empowered with the authority to make commercial and technical decisions. This requires that financial risk management be layered with delegated responsibilities. 

· Project reporting would be regular, open and high level and relating to cost and performance. Teams would influence the meeting and bettering of targets set. 

· Reporting requirements would be simplified. Teams would concentrate on the job in hand and be available to solve the problems as they arise. 

Standardisation & Simplification:
· Duplication of systems would be avoided where possible. 

· Standard Supplier design packages would be implemented. 

Aligned Relationships:
· Key suppliers and fabricators would be involved early in the design process; this would include the provision by them of core engineering deliverables. 

· Operators & main contractors would seek to include smaller businesses where they can demonstrate the right approach. 

· Pre-qualification processes would be simplified e.g. through the use of FPAL, to promote good relationships early in the project. 

· Fewer interfaces would exist as designs become more standardised. 

· The UKCS goal-setting regime would enable innovation and cost reductions to be achieved more easily than in a prescriptive regime. 

· UK companies would offer GoM methods to clients overseas in place of UKCS designs and approaches. 

· The annual turnover of the industry would be increased through it’s export markets. 

Project Economics:
· Simple modelling tools would be used at all levels. 

· Confidentiality of information would be kept to a minimum possibly by the use of agreed assumptions on discount rates, escalation factors etc. 

· Economic evaluation would be centred on through life cost of ownership. 

Business Effective Engineers:
· Operators, designers and fabricators would encourage master engineer programmes/missions to GoM, with personnel secondments across real projects. 

· Industry would focus more on Continuing Professional Development. Reference should be made to Engineering Council’s SARTOR guidelines. 

Approach to Safety:
· The existing goal setting regime would be used to reduce risks and costs. 

· The approach to risk assessment would be rationalised, standardised and simplified. 

· Operators would establish what elements of a GoM design approach would not work in the UK safety case regime. 

Government forum of DTI/HSE/DETR would minimise barriers and help to create a portfolio of projects where early application of these concepts can take place
