
62 .... 2016 Offshore Technology Conference Highlights

63..... Statoil Uses Subsea Gas Compression 
 to Boost Oil Yield

63..... Drone Used in Platform Inspection Off Canada

64 .... Gulf Oil Production Projected to
 Reach Record High in 2017

65..... Shell Works to Develop Deepwater Gulf Fields

66 .... Challenges Ahead for North Sea 
 Pipeline Decommissioning

67 .... Mega Oil Projects Won’t Stay 
 on Shelf For Long

68 .... Simplified Scheme for Norwegian 
 North Sea Fields

69 .... Global Deepwater Pipeline Installations
 Feeling Effects of Project Delays



62 |  Pipeline & Gas Journal • April 2016

he Offshore 
Technology 
Conference,  
(OTC 2016) 

– where energy pro-
fessionals meet to 
exchange ideas and 
opinions to advance 
scientific and technical 
knowledge for offshore resources – will 
be held May 2-5 at NRG Park in Houston. 
The event is the world’s largest meeting 
place for offshore energy resource devel-
opment with an estimated 90,000 industry 
leaders and buyers expected to participate 
in technical sessions, workshops and net-
working events. 

OTC is sponsored by 13 nonprofit orga-
nizations in the energy industry which 
combine to develop the technical program. 
Revenue from OTC directly benefits mem-
bers of these societies who also receive 
discounted conference registration.

OTC 2016 featuring 56 technical ses-
sions and 18 topical breakfasts and lun-
cheons continues the expansive coverage 
of topics of past conferences. Tickets for 
breakfasts and luncheon that showcase top 
executives and technical experts should 
be bought early as seating is limited. In 
addition to recurring topics, emphasis will 
include current industry conditions, out-
look for the future, cost containment and 
improved oil recovery techniques, while 
keeping best safety practices at the top. 
There will also be geographic coverage of 
key producing regions, including Mexican 
law reforms. 

The event offers access to the indus-
try’s largest equipment exhibition with over 
2,100 exhibitors representing 45 countries 
including 18 international pavilions.

Achievement Awards
The OTC Distinguished Achievement 

Awards Luncheon (formerly known as the 
Annual OTC Dinner) recognizes the OTC 
Distinguished Achievement Award recipi-
ents, raises funds for a worthy cause and 
provides an opportunity for industry leaders 
to network with colleagues worldwide. 

Don Vardeman will receive the 
Distinguished Achievement Award for 

I n d iv i d u a l s 
for his leader-
ship and con-
tributions to 
global deep-
water devel-
opments. He 
is vice presi-
dent of world-
wide project 
management 
for Anadarko 
P e t r o l e u m 
Corp. which 

has significant operations in the onshore 
U.S., Algeria, Mozambique, West Africa, 
and Gulf of Mexico. 

The Marine Technology Society Dynamic 
Positioning (DP) Committee will receive 
the Distinguished Achievement Award for 
Companies, Organization and Institutions 
for facilitating incident-free DP operations 
through knowledge sharing. Comprised of 

dedicated vol-
unteers, it pro-
vides vessel 
owners, oper-
ators, marine 
class societ-
ies, engineers, 
and regulators 
with confer-
ences and 
wo r k s h o p s . 
It also shares 
guidance doc-
uments cover-
ing DP design 
ph i l o sophy, 
o p e r a t i o n s , 
and profes-
sional devel-
opment and 
has developed 
a growing 
set of docu-
ments called 
T E C H O P , 
which address 
specific topics 
of interest and 
impact.  

The first of two Heritage Awards will be 
given to George Hirasaki for research on 
reservoir simulation, enhanced oil recovery, 
formation evaluation, well logging, and res-
ervoir wettability. He had a 26-year career 
with Shell before joining the chemical engi-
neering faculty at Rice University in 1993.

The second Heritage Award recipient, 
Yuri Makogon, is an expert on gas hydrates 
and a research scholar of the water-gas 
phase behavior in the earth’s stratum. 

Focus on Students
“The Executive Advisory Board 

selected this year’s charity because 
of its strong focus on students whose 
families have been directly affected 
by the industry downturn,” said Brian 
Evans, senior vice president of Worley 
Parsons and member of the Executive 
Advisory Board. 

Said Rick Franke, president, Junior 
Achievement of Southeast Texas. “With this 
support, we will offer scholarships in the 
name of OTC to students pursuing degrees 
and certifications needed for, and careers 
in, the offshore industry. Priority will be 
granted to those students whose family has 
been impacted by layoffs related to the eco-
nomic downturn.”

Registration 
OTC registration fees include admit-

tance to the technical sessions and exhib-
its. Special events tickets must be pur-
chased separately. Students with a valid 
university ID can obtain a one-day com-
plimentary registration. A four-day regis-
tration is available to students with a valid 
university ID for $100. 

Members in any of the OTC-
sponsoring, endorsing, supporting or 
invited organizations can get a four-day 
registration for $180 while a four-day 
non-member registration is $240. The 
one-day registration for members is $140 
and $240 for non-members.  

OTC proceedings can be purchased 
for $110 for members and $175 for non-
members. The proceedings are offered on 
CD-rom and electronically. P&GJ

OTC Returning with Exhibits, 
Exchange of Ideas By Rita Tubb, Executive Editor 
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tatoil with partners Petoro and 
OMV has begun wet gas compres-
sion on the seabed of the North Sea 
Gullfaks field. The unique technol-

ogy will increase recovery by 22 MMboe 
and extend plateau production by two years 
from the Gullfaks South Brent reservoir.

 “We have been able to complete such a 
demanding pioneering project with startup 
ahead of the original plan,” said Margareth 
Øvrum, executive vice president for 
Technology, Projects & Drilling. “Subsea 
processing and gas compression represent 
the next generation oil and gas recovery, 
taking us a big step forward.” 

Statoil is the first company to apply sub-
sea gas compression. In September Statoil 
began Åsgard subsea gas compression. The 
two projects are the first of their kind 
worldwide, and represent two different tech-
nologies for maintaining production when 
reservoir pressure drops after a certain time.

Subsea compression has a stronger impact 
than conventional platform-based compres-
sion. It also offers an advantage as the plat-

form avoids increased weight and provides the 
extra space needed for a compression module.

“This is one of several important projects 
on Gullfaks for improved recovery and 
field life extension. The recovery rate from 
the Gullfaks South Brent reservoir may be 
increased from 62% to 74% by applying 
this solution in combination with other 
measures,” said Kjetil Hove, senior vice 
president for the operations west cluster.

It is possible to tie in other subsea wells 
to the wet gas compressor via existing pipe-
lines. The station has already been prepared 
for new tie-ins.

“We see opportunities for wet gas com-
pression on the Norwegian continental 
shelf. It is an efficient system and a concept 
useful for improved recovery on small and 
medium-sized fields. We are searching for 
more suitable candidates,” he said. 

A wet gas compressor does not require 
gas and liquid separation before compres-
sion, thereby simplifying the system consid-
erably and requiring smaller modules and a 
simpler structure on the seabed.

“The Gullfaks wet gas compressor is a 
unique, compact and cost-effective solution. 
The concept may be standardized by apply-
ing well-known technology components,” said 
Øvrum. The system consists of a 420-ton pro-
tective structure, a compressor station with two 
five-MW compressors totaling 650 tons, with 
all the equipment needed for power supply and 
system control located on the platform.

Extensive preparations had been made on 
Gullfaks C before the subsea compressor 
was started, including modifications and 
preparation of areas as well as installation 
of equipment. P&GJ

yberhawk Innovations has complet-
ed an offshore Remotely Operated 
Aerial Vehicle (ROAV) (Unmanned 
Aerial Vehicle (UAV) inspection 

in North America for one of the world’s 
largest oil and gas supermajors. The mul-
tiple workscope project was completed in 
Newfoundland.

Cyberhawk used ROAVs to inspect the 
live flare, the platform underdeck and the 
roof of the giant concrete gravity base, and 
conduct numerous thermal surveys in order 
to maximize the mobilization. A backlog of 
complex inspection and survey work was 
competed while the Cyberhawk team was 
on the platform.

ROAVs were opted as the preferred meth-
od of inspection for this project, primarily to 
reduce safety risks posed to personnel in the 
hazardous, foggy conditions present off the 
east coast of Canada. 

Due to the short weather windows avail-
able, the speed of ROAV inspection and 
the ability to capture large amounts of 
data in a short time presented a significant 
advantage.

Malcolm Connolly, technical director and 
founder of Cyberhawk, said, “Carrying out 
the underdeck inspection workscope alone 
would have taken weeks of complex over-
side work for a rope access team, or months 
for scaffolding to be erected. Add to that 

the challenging weather conditions on the 
Grand Banks and this would realistically 
have resulted in an inspection campaign 
spanning over the whole summer. 

“The main advantage that the ROAV 
had over other access techniques in this 
instance was its speed and its ability to 
capture large amounts of inspection infor-
mation in short periods. Although the 
ROAV is able to operate safely in 30 kt 
winds, during this project we were only 
able to fly on five out of 15 days due to 
either fog or gale force winds. The number 
of areas that were inspected in five produc-
tive days proves the speed and efficiency 
of ROAV inspection.” P&GJ

Drone Used in Platform 
Inspection Off Canada 

 View of offshore worker with drone. 
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Statoil Uses Subsea 
Compression to Boost Oil Yield 
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S. Gulf of Mexico (GOM) crude 
oil production is estimated to 
increase to record levels in 2017, 
even as oil prices remain low. The 

Energy Information Administration proj-
ects federal GOM production will average 
1.63 MMbpd in 2016 and 1.79 MMbpd 
2017, reaching 1.91 MMbpd in December 
2017.  Gulf production is expected to 
account for 18% and 21% of total forecast 
U.S. crude oil production in 2016 and 
2017, respectively. 

The EIA notes that production in the 
GOM is less sensitive than onshore pro-
duction in the Lower 48 states to short-
term price movements. However, decreas-
ing profit margins and reduced expecta-
tions for a quick oil price recovery have 
prompted many GOM operators to pull 
back on future deepwater exploration 
spending, reduce their active rig fleet by 
scrapping and stacking older rigs, and 
restructureing or delaying drilling rig con-
tracts. These changes have added uncer-
tainty to the timelines of many GOM 
projects with those in the early stages of 
development at the greatest risk of delay 
or cancellation.

Contributing to the forecasted production 
growth are 14 projects: eight that started in 
2015, four starting in 2016 and two antici-
pated to start in 2017.

During 2015, the accompanying table 
shows eight fields in the Gulf of Mexico 
came online. With the exception of 
Anadarko’s Lucius field, each was devel-
oped as a subsea well tied back to nearby 
production facilities. The use of subsea 
tiebacks allows producers to reduce proj-
ect costs and startup times. The Lucius 
field produces oil using a type of floating 
production platform that supports drilling, 
production, and storage operations known 
as a truss spar. The Lucius spar is the 
largest in Anadarko’s fleet. It consists of a 

large, hollow, weighted cylinder support-
ing a deck and is connected to an anchor 
on the seabed through a mooring system. 
Its design provides increased stability in 
harsh offshore conditions. 

As shown in the accompanying table, 
four fields are expected to start producing 
in 2016, including the Anadarko-operated 
Heidelberg field, which began producing in 
January. Shell’s Stones field development 
uses the first floating production, storage, 
and offload (FPSO) vessel in the GOM. 
FPSOs allow the development of fields that 
are complex, that have unique reservoir 
properties, and that do not have existing 
infrastructure.

Crude oil produced from the Stones field 

will be transported from the Stones FPSO 
using tankers to refineries along the U.S. 
Gulf Coast. The other two fields expected 
to begin producing in 2016 (Gunflint and 
Holstein Deep) are subsea tiebacks. Two 
additional projects are projected to begin 
producing in 2017, and both are expected 
to be developed as subsea tiebacks. P&GJ

Principal contributor: Terry Yen, EIA 

Gulf Oil Production  
Projected to Set Record in 2017 
U

Source: U.S. Energy Information Administration, Short-
Term Energy Outlook, February 2016
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ith one ultra deepwater float-
ing production, storage and 
offloading (FPSO) vessel on 
location and scheduled to come 

onstream before yearend and a second semi-
submersible host platform under construc-
tion, Shell is gearing up to increase its deep-
water production in the Gulf of Mexico. 

Construction was recently completed on 
the Turritella FPSO for the Stones field, an 
ultra deep water oil and gas development that 
will host the deepest production facility in the 
world. The FPSO for the Stones field set sail 
from Singapore in November, en route to its 
final destination in Block 508 in the Walker 
Ridge area of the Gulf of Mexico, 322 km off 
the coast of New Orleans. The ultra-deepwater 
project lies in a water depth of 2,926 meters. 

The FPSO is a typical generation two 
design with a processing facility capacity of 
60,000 bopd and 15 MMscf/d of gas treat-
ment and export. The hull will be able to 
store 800,000 bbls of crude oil that will be 
transported to U.S. refineries. Gas will be 
transported via pipeline.

Stones will be Shell’s first FPSO in the 
Gulf of Mexico, but not globally. Shell is 
using FPSOs at other locations including 
the Parque das Conchas (BC-10) project 
off Brazil with co-owners ONGC and Qatar 
Petroleum International.

As to construction, SBM Offshore 
signed contracts with Shell Offshore Inc. 
in 2013 to supply and lease an FPSO for 
the Stones project in the Gulf. The con-
tracts include an initial period of 10 years 
with future extension options up to 20 
years. The FPSO for the Stones field is a 
converted Suezmax tanker. 

The Stones FPSO will use a special type 
of flexible pipe that carries oil and gas to the 
FPSO for processing and transport, known as 
lazy wave risers. These were pioneered by Shell 
and are made of steel with extra buoyancy. An 
arch bend absorbs the motion of the FPSO and 
boosts riser performance at extreme depths.

It will also contain a turret with a detach-
able buoy that allows the vessel to turn in 
place during normal weather conditions. If a 
heavy storm approaches, it can disconnect its 
mooring lines and risers from the well system 
and sail to a safe area. Shell says this will be 
the first time a turret and disconnectable buoy 
is configured with lazy wave risers in order 
to unlock oil production in ultra-deepwaters.

Shell’s Stones field is estimated to contain 
over 2 billion boe. Plans call for a phased 
development scheme starting with two subsea 
production wells tied back to the FPSO ves-
sel and host facility. In later phases six more 
wells will be added with multiphase pumping. 
The reservoir depth is 26,500 feet below sea 
level and 17,000 feet below the mud line. 
Production is expected later this year.

Appomattox Development

Construction is also underway for 
Appomattox, a deepwater oil and gas devel-
opment that will be Shell’s eighth and larg-
est floating platform in the Gulf. The project 
is located in 7,200 feet in the Gulf 80 miles 
from the nearest shoreline in Louisiana in 

the Mississippi Canyon and Desoto Canyon 
areas, an area where Shell is the first to 
achieve commercial discoveries. 

Shell announced a final investment deci-
sion in July for the development that will 
initially produce from the Appomattox and 
Vicksburg fields, with average peak produc-
tion estimated at 175,000 boe/d. The plat-
form and the Appomattox and Vicksburg 
fields will be owned by Shell (79%) and 
Nexen Petroleum Offshore U.S.A. Inc. 

(21%), a wholly owned 
subsidiary of CNOOC 
Limited.

The project includes 
capital for development 
of 650 MMboe resourc-
es at Appomattox and 
Vicksburg, with startup 
estimated around 2020. 
The development of 
Shell’s recent nearby dis-
coveries at the Gettysburg 
and Rydberg prospects 
is under review. These 
could become additional, 
high-value tiebacks to 
Appomattox, bringing 
total estimated discov-
ered resources to over 
800 MMboe.

Shell Pipeline Co. LP made a final invest-
ment decision on the Mattox Pipeline, a 
24-inch corridor pipeline that will transport 
oil from the Appomattox host to an offshore 
structure in the South Pass area and then 
connect onshore via pipeline. P&GJ

Shell Works to Develop 
Deepwater Gulf Fields 

2016 International Offshore &
Gulf of Mexico Report
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Turritella FPSO 
for Shell’s 

Stones field.

Computer generated image of Appomattox Development.
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ecently we have seen the secular 
decline and, perhaps beginning of 
the end for oil and gas production 
in those North Sea regions which 

encompass the territorial waters of Britain, 
Norway, Denmark and Holland, as well 
as the East Irish Sea and waters west of 
Shetland. This opens up new and signifi-
cantly serious challenges.

Under the Convention for the Protection 
of the Marine Environment of the North East 
Atlantic, oil and gas operators must remove all 
subsea parts of platforms when their operating 
life ends. The industry trade organization, UK 
Oil and Gas, estimates that since the first gas 
came onshore in 1966, the North Sea’s under-
water  infrastructure  has grown to embody 
about 2,500 individual pipelines, umbilicals 
and power cables exceeding 45,000 km in 
length. It is this  accumulation, together with 
the above-sea level platforms that, with some 
exemptions, need to be decommissioned over 
the coming decades at a conservatively esti-
mated cost of between £40-58 billion.

According to Alex Kemp, Professor 
of Petroleum Economics at Aberdeen 
University, much of the northern half of 
the North Sea’s decommissioning will be 
in Norway, particularly in Stavanger, where 
freed oil and gas rigs can be easily floated 
onshore for decommissioning. At the south-
ern end of the North Sea there is also a good 
deal of engineering expertise in Holland 
and Belgium, particularly when it comes to 
the essential heavy-lifting vessels needed 
to bring installations to shore. Meanwhile, 
much seabed infrastructure will have to be 

dismantled, removed or made safe in situ. 
Table 1 provides an outline of announced 

decomissioning projects over the next seven 
years in two areas of the North Sea at an esti-
mated total cost of £500 million. Apart from 
a large number of concrete mattresses, there 
are a variety of pipelines on the seabed slated 
for decommissioning that are described in 
Table 2, based on the Oil and Gas UK indus-
try trade group’s classification. 

Of the North Sea’s total oil and gas under-
water pipeline infrastructure inventory, trunk 
lines, which transport oil and gas to onshore 

receiving facilities, account for at least 18% 
of the total number of pipelines and 63% of 
pipe length. Rigid flow lines, with diameters 
up to 16 inches and up to 50-km long, are 
usually associated with a single oil or gas 
field and account for about half the total 
number of pipelines and 27% of the total 
length in the UK’s pipeline inventory.

Such flow lines are designed to trans-
port oil and gas between subsea infrastruc-
tures and a host platform for processing. 
Associated equipment laid down over four 
decades such as umbilicals, power cables 

Challenges Ahead for North Sea 
Pipeline Decommissioning By Nicholas Newman, Contributing Editor

R

Table 1: North Sea Decommissioning Outlook to 2022

Source: Oil And Gas UK, Wood Review of the North Sea

Source: http://oilandgasuk.co.uk/wp-content/uploads/2015/04/pipelines-pdf.pdf

Table 2: Profile of the  North Sea’s  Underwater Pipeline Infrastructure

and concrete mattresses, used in subsea 
development and support of offshore wells, 
could total 40,000. These details indicate 
the magnitude of the task that awaits.

Options for Decommissioning
The least-cost and interventionist option 

involves leaving the pipeline where it is and 
removing anything that might snag on a 
ship’s anchor or fishing nets. Alternatively, 
a pipeline can be wholly removed either 
by reverse reeling or by reverse S-lay and 
finally cutting and lifting it out. 

Concrete mattresses can be broken up and 
removed or plastic fronds can be added to 
encourage sedimentation and eventual burial. 
An example is Augeen North Sea Services 
which removed over 1,000 tons of concrete 
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mattresses from installations in the Renee off-
shore fields. There are ample business opportu-
nities in the coming phase of decommissioning.  

The Cost of Decommissioning
The annual expenditure on North Sea 

oil and gas decommissioning is expected 
to double to £2 billion within the next three 
years, rising to £2.5 billion a year from 2018 
as oil and gas firms call time on some of 
their aging assets, forecasts the North Sea 
Decommissioning Strategy Report 2015, pro-
duced by industry specialist DecomWorld. 

The process will be encouraged since the 
British government allows oil companies 
dismantling field infrastructure in the North 
Sea to reclaim a significant share of their 
costs as a tax refund. However, the process 
is complicated and potentially subject to 
change as governments change.

In the long term, the 2014 Wood Review of 
the North Sea estimates that decommissioning 
will cost over £40 billion before 2040 on the 
UK Continental Shelf alone. This compares 
with a DecomWorld forecast of £58 billion 
by 2050. These costs could easily be exceeded 
since the UK’s DECC (Department of Energy 
of Climate Change), expects 14% year-on-

year upward revisions of decommissioning 
estimates and average budget overruns of 
around 60%. If costs are to be contained, new 
strategic approaches will be required.

Progress to Date
Oil and Gas UK estimates that only about 

2%, including the coffered pipelines lying 
in the central part of the North Sea’s net-
work, have been decommissioned since work 
began in the 1990s. According to the DECC, 
80% of pipelines now being decommis-
sioned are less than 16 plus inches in diam-
eter, while less than one km of the larger 16+ 
inch pipelines has been removed. The biggest 
completed decommissioning project up to 
now is the 35-km Piper Alpha to Claymore, 
30-inch export pipeline, lying in the waters 
between Aberdeen, Scotland and Stavanger, 
Norway.

A step change is on the way, heralded by 
an announcement in November’s Financial 
Times which reported on Royal Dutch Shell’s 
plans to remove the first of its iconic Brent 
platforms, which will be the single big-
gest North Sea decommissioning project 
announced to date. Timing is everything, and 
the downturn in exploration and production 

activity in the North Sea and worldwide is an 
opportunity to redirect underutilized skilled 
and experienced oil and gas workers, rigs and 
offshore support vehicles toward decomis-
sioning work. When oil prices recover, there 
is likely to be competition between explora-
tion and production and decommissioning 
activities in the North Sea.

Technical Challenges
There are several approaches to decommis-

sioning underwater pipelines including pipeline 
cleaning, trenching, burial, subsea cutting and 
lifting, reverse reeling and complete removal. 
Although the technology for trenching and 
burial of pipelines during installation is com-
monplace, the technologies required for remov-
al of such installations remains in its infancy. 

Though there are a number of well-estab-
lished tools (such as waterjet cutters, diamond 
wire cutting, reciprocating cutting and hydrau-
lic shears) for cutting up steel and flexible 
pipelines, better cutting technologies need to 
be developed to cope with access constraints, 
pipeline size and different coatings. For the 
recovery of the larger rigid and flexible pipe-
lines lying on the seabed to be reverse reeled, 
specialist reeling in vessels is needed. P&GJ

2016 International Offshore &
Gulf of Mexico Report

ne casualty of the oil price down-
turn could be the megaproject.

For years, as conventional oil 
reserves depleted and became 

increasingly hard to find, oil companies 
ventured into far-flung locales to find new 
sources of production. Extracting oil from 
these frontier areas required more advanced 
technology and a lot more capital: Ultra 
deepwater, Arctic offshore, heavy oil sands, 
and increasingly, the Lower Tertiary.

Often these megaprojects were only the 
purview of the largest oil companies, as 
smaller players did not have the resources 
— financial or technological — to make 
them work. Meanwhile, smaller drillers, 
at least in North America, turned to shale, 
which required less upfront cash and could 
be turned around on a quick timetable.

The collapse of oil prices could kill off 
the megaproject. Oil majors are scrambling 
to cut costs and large-scale projects with 
high costs and long time-horizons are not 
making the cut. A combined $19 billion in 
writedowns was recorded in the last week of 
October as the oil industry reported third-
quarter earnings.

Spending on deepwater exploration is 
expected to be cut 20-25% industrywide, 
estimates Barclays, substantially higher than 

the 3-8% cut for exploration on all varieties 
of fields. One problem facing large proj-
ects is chronic delays and ballooning costs. 
About 80% fail to stay on budget and come 
online at the expected start date, according 
to Bloomberg. About three-quarters of them 
have suffered delays and two-thirds have 
blown through original cost expectations.

That could force even the oil majors to 
back away from large-scale projects. Royal 
Dutch Shell recently scrapped its Arctic 
program and wrote off a costly oil sands 
asset at Carmon Creek. The completion of 
Chevron’s Big Foot project in the Gulf of 
Mexico will be pushed back by a few years 
because of equipment problems.

In a glaring example of shifting pri-
orities, ConocoPhillips announced that 
it was backing out of deepwater alto-
gether. By 2017, the company says it 
will cease deepwater exploration and sell 
off offshore leases that it does not plan 
to develop. Conoco has the rights to 2.2 
million acres of Gulf of Mexico territory, 
and it could still develop some fields, but 
it will stop searching for new discoveries. 
The decision will save $800 million in 
exploration costs which will be redirected 
to exploration in other areas. 

“We are exercising flexibility in our capital 

program, dramatically lowering our cost struc-
ture and divesting assets that do not compete 
for funding in our portfolio,” ConocoPhillips 
CEO Ryan Lance said in a statement.

With the largest oil companies starting 
to back away from the megaproject, the 
result could mean a greater focus on shale. 
Production from the average shale well is a 
fraction of a deepwater well, for example, and 
output also suffers from dramatically steeper 
decline rates compared to offshore. However, 
drilling shale wells can cost a few orders of 
magnitude less than a large-scale offshore 
project. That feature is hard to overemphasize 
in today’s oil-pricing environment.

The narrower focus on smaller projects, 
especially shale, could mean the end of the 
megaproject. The collapse in prices may 
mean we don’t see more white elephants 
like the Kashagan project in Kazakhstan, an 
offshore boondoggle that has required over 
a decade of development, tens of billions 
of dollars, and still won’t come online for 
several more years. 

Then again, there is a question about 
whether shale can really be a major source of 
supply over the long term. The International 
Energy Agency sees North American shale 
peaking toward the early part of the 2020s 
and declining thereafter. P&GJ

Megaprojects Won’t Be on Shelf Long
By Nick Cunningham, Oilprice.com

O
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tatoil and partners plan to develop 
Oseberg Vestflanken 2 with a sim-
plified, unmanned wellhead facility 
that will be built without a heli-

copter deck, lifeboats and accommoda-
tion facilities. Statoil awarded Heerema the 
Engineering, Procurement and Construction 
(EPC) contract for the platform as well as 
its transport and installation. 

Heerema Fabrication Group (HFG) 
will handle the EPC of the platform and 
Heerema Marine Contractors (HMC) is 
responsible for its transport and installation. 
Fabrication of the platform will start in June 
and the sail away is scheduled for summer 
2017 followed by installation with HMC’s 
semi-submersible crane vessel. 

Koos-Jan van Brouwershaven, CEO of 
Heerema Fabrication Group, said, “Our design 
of an unmanned wellhead platform with no 
facilities, helicopter deck or lifeboats rep-
resents a new solution in Norway. It meets 
the challenges of lower investment costs and 
higher efficiency requirements of Statoil. Also 

important to Statoil is that the EPC will be 
executed on one site, our Zwijndrecht yard.” 

The Oseberg Vestflanken 2 platform will 
be installed in the Norwegian North Sea at a 
water depth of 110 meters some 8 km north-
east of the Oseberg field center. The topside 
will measure 25 x 23 meters, have a height 
of 20 meters and weigh 900 tons. The jacket 
will have a height of 138 meters with a foot 
print of 36 x 36 meters and a weight of 4,400 
tons. Special to the jacket are suction buckets 
instead of piles. The unmanned wellhead 
platform will have 10 well slots. Two existing 
subsea wells will also be reused. 

The well stream will be routed to the 
Oseberg field center via a pipeline and the 
wells will be remotely controlled from the 
field center. Technip won a contract for 
fabrication and installation of the 7.5-km, 
14-inch production pipeline and 9 km of 
10-inch gas injection pipeline. Installation 
will be carried out in 2017. 

The field development will provide 110 
MMboe. Production start is scheduled for 

the second quarter of 2018.
Oseberg Vestflanken 2 is the first of three 

planned phases for developing the remain-
ing reserves in the Oseberg area, located 
about 130-km northwest of Bergen. NDT 
Global also received a multimillion-euro 
contract, on be half of Gassco, from Statoil. 
NDT Global is developing a suitable ILI 
tool for the Åsgard Transport gas pipeline. 

The project presents several unique chal-
lenges. In addition to the line’s sizable 700-km 
length, the wall thickness of the pipeline is 
exceptionally high – up to 55 mm. Under these 
conditions, ILI tools must be exceptionally 
durable, yet still accurately detect any flaws 
that could compromise the pipeline’s integ-
rity. Tools need to negotiate a sizable, 14-inch 
change in diameter in the 28-to-42-inch pipe-
line – all while maintaining excellent operabil-
ity, data quality and accuracy. P&GJ

Simplified Scheme Selected  
for North Sea Field
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ecretary of the Interior Sally Jewell and 
Bureau of Ocean Energy Management 
(BOEM) Director Abigail Ross 
Hopper released the proposal for the 

nation’s Outer Continental Shelf (OCS) Oil and 
Gas Leasing Program for 2017-2022.

After receiving extensive public input and 
analyzing the best available scientific data, 
the program evaluates 13 potential lease 
sales in six planning areas – 10 potential 
sales in the Gulf of Mexico and three poten-
tial sales off the coast of Alaska. The pro-
posed program does not schedule any lease 
sales in the Mid- and South Atlantic Program 
Area due to current market dynamics, strong 
local opposition and conflicts with compet-
ing commercial and military ocean uses.

Gulf of Mexico: The 10 sales in the Gulf of 
Mexico — one of the most productive basins 
in the world — is where resource potential 
and industry interest are high, and oil and gas 
infrastructure is well established. The proposal 
continues a new approach to lease sales by 
proposing two annual lease sales that include 

Interior/BOEM Releases 2017-2022 
OCS Oil and Gas Leasing Schedule
S
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uest Offshore’s subsea and deepwater outlook expects world 
deepwater pipeline demand to decrease in 2016 and 2017 due 
to the delay of startups as operators conserve cash flow and try 
to lower development costs. West Nile Delta, Shah Deniz Phase 

2, Bardegg 2, Baronia EOR and Rota 3 Pipeline installations are the con-
tributors to the significant increase in the 20-24-inch category for 2016.

The North Sea is expected to see a dip in installation activity 
through 2017 before recovering in 2018. Statoil’s Johan Sverdrup 
project will contribute to the recovery in 2018 and recently awarded 
marine contractors Saipem, Technip and Ocean Installer sections of 
the SURF package. The contributors of the significant increase in the 
25+ category for the latter part of the forecast is the Nord Stream 2 
project and the oil export for the Johan Sverdrup project.

The Africa/Mediterranean and Asia Pacific regions are poised to 
account for 56% of global pipeline installation through 2021. The 
drastic decrease in pipeline kilometers for the Africa/Mediterranean 
region is due to Moscow suspending the Turk Stream gas pipeline 
project in response to Turkey shooting down a Russian jetfighter. 
Gazprom terminated Saipem’s $2.6 billion contract to build a section 
of the proposed Turkish Stream pipeline beneath the Black Sea. 

Saipem had a vessel onsite preparing to lay sections when the con-
tract was canceled and is now suing Gazprom, seeking 759 million 
euros from South Stream Transport. Negotiations have been suspended. 

The Gulf of Mexico region is expected to see a lull in installation 
activity for 2016-18 before picking up in 2019. This is a result of the 
depressed overall market as well as cyclicality in the region due to the 
installation of large exports for new hubs in undeveloped areas.

South American pipeline installation is expected to account for 
66% of global flexible flowline installations from 2016-21. The 
region’s importance to flexible flowline demand is evidenced by sig-
nificant local manufacturing capacity additions. Questions about the 
ability of Petrobras to execute projects will have an outsized effect on 
flexible flowlines demand compared to other sectors.

The global pipeline forecast for 2016-21 has decreased 6% from the 
previous forecast due to the continuous delay of projects that have had 

their startup schedules pushed further into the forecast years as opera-
tors struggle under current market conditions. P&GJ 

Global Deepwater Pipeline  
Installation Feeling Effects of Delays
Q

all of the Western, Central, and the portion of 
the Eastern Gulf of Mexico not subject to the 
current Congressional moratorium. To pro-
vide greater flexibility for investment in the 
Gulf, this shifts from the traditional approach 
of one sale in the Western Gulf and a separate 
sale in the Central Gulf each year.

Alaska: The program evaluates one poten-
tial sale each in the Chukchi Sea, Beaufort 
Sea, and Cook Inlet planning areas, while 
taking comment on other options, including 
an alternative that includes no new leasing, 
as well as other measures to protect natural 
resources and reduce conflicts with other 
ocean uses, such as subsistence activities.

“We know the Arctic is a unique place of 
critical importance to many – including Alaska 
Natives who rely on the ocean for subsistence,” 

added Jewell. “As we put together the final pro-
posal, we want to hear from the public to help 
determine whether these areas are appropriate 
for future leasing and how we can protect envi-
ronmental, cultural and subsistence resources.”

President Obama in January 2015 designat-
ed portions of the Beaufort and Chukchi Seas 
off limits from consideration for future oil and 
gas leasing in order to protect areas of criti-
cal importance to subsistence use by Alaska 
Natives, as well as for their unique and sensi-
tive environmental resources. In December 
2014, President Obama similarly placed the 
waters of Bristol Bay off limits to oil and gas 
development, protecting an area known for 
its world-class fisheries and stunning beauty.

Next Steps 
In conjunction with the announcement of the 

Proposed Program, the Department is also pub-
lishing a Draft Programmatic Environmental 
Impact Statement (EIS), in accordance with the 
National Environmental Policy Act.

The Proposed Program and Draft 
Programmatic EIS will be available for public 
comment following the publication of the docu-
ments in the Federal Register. BOEM will hold 
public scoping meetings for areas included in 
the proposed program and will accept com-
ments for 90 days on the proposed program 
and for 45 days on the Draft Programmatic EIS.

Following this opportunity for public 
comment and environmental review, the 
Department will prepare a Final Programmatic 
EIS with the Proposed Final Program (PFP).

For more information, including maps, visit: 
www.boem.gov/Five-Year-Program/. P&GJ


