
1st PILOT MER UK MEETING – LONDON 10TH JUNE 2015 

 

Note of meeting;  

ACTIONS AGREED 

1. Agree Ray Riddoch to replace Jim House on PETF and to be 

approached formally 

2. Form a subgroup to define transformational change and steps to 

implementation 

3. Consider whether Technology implementation conditions could be 

applied to Licence approvals 

4. PETF – use learnings from the top quartile on the table to help lift those 

further down 

5. Consider setting PE improvement target for 2015/16 

6. In relation to costs consider the value of a workshop to learn from other 

sectors e.g Bombardia (PWC presentation) 

7. Develop a policy to unlock the 200+ exploration small pools 

8. Consider how to maximise impact from failed exploration well study. 

 

Agenda item 1 – Welcome remarks  

The meeting was chaired by SoS Amber Rudd who in her opening remarks 

confirmed the new Governments commitment to the sector and was pleased with the 

speed in which the OGA had been established and that we should use the PILOT 

MER UK forum to drive change. There were other opening comments from Damien 

Hinds, Fergus Ewing and Lord Dunlop who all pledged their support to the industy. 

Agenda item 1 – MER UK  

OGA 

This item was led by Andy Samuel who said group good progress has been made in 

establishing the OGA with both the leadership team and key senior posts now filled. 

He confirmed the organisation would be fit for purpose but lean and layer thin with a 

maximum head count of 179. Work had already started on the six sector strategies 

outlined by Wood where there was a prize of 3 - 4 billion additional barrels.  

One of the key priorities will be to fully define MER UK and in doing so get all 

stakeholders aligned and fully behind the process to deliver additional value. In 

defining success it will be important to focus on key challenges and not attempt to 

open up too many work strands. In this context both Production Efficiency and 

promoting Exploration will be initial challenges.  A close relationship with Treasury 



and their “driving investment” initiative will also be key to the future success of the 

basin.  

Production Efficiency 

Jim House led this topic and quantified the impact of the decline in efficiency from 

85% to 60% as a loss in daily production equivalent to 500,000 barrels per day which 

was in no one’s interest and was dragging down the competitiveness of the basin. 

Since the establishment of the taskforce in 2013 there had been some improvement 

representing around an additional 94,000 barrels per day but there was still a long 

way to go. The Forties field was highlighted as an example where by targeted 

investment, enormous improvement could be achieved. Ongoing focus will be 

required on this issue and it was agreed the Asset Stewardship Improvement plans 

being required by OGA from the 20 top producers is a good way forward. 

Benchmarking reports will continue to be used to monitor progress and more 

workshops will be arranged.  

As Jim House would be moving on to a new role in Houston he was thanked for his 

sterling work in this area and Ray Riddoch from Nexen was proposed as a good 

successor to take this work forward.  

 Agenda item 2 - Costs  

John Pearson led on this topic and opened by saying costs had become an issue at 

$100 oil but was now a much more critical issue. He considered the current 

downturn was different and more serious than those in the past and industry as a 

whole must get to grips with it if the basin is to have a secure future. Operating costs 

has risen at 12% per annum over the last 5 years and this had made the North Sea 

the most expensive basin in the world.  

He suggested we all know the answer to the problem but need to collectively find the 

resolve to take the necessary action. There were obvious easy win examples 

including “standardisation” and we should also be prepared to look at other 

industries that were faced with the same problem including Automotive and Train 

construction.   

Some progress had been made with a move towards equal offshore time rotas and 

sharing of logistics but if we were to achieve the level of efficiency required this 

would need transformational change and a complete mind shift in thinking. It was 

suggested we need to re-boot efforts on business practise, standardisation and co-

operation and behavioural change.  

Industry comments  

Deirdre Michie led on this and while industry were pleased with the progress in 

establishing the OGA there were a number of real issues across the industry. The 

recent OGUK business sentiment index has fallen to the lowest level for more than a 



decade and continues to fall even on the background of recent tax cuts. The supply 

chain was becoming increasingly concerned about work running out by the end of 

the year and this was already impacting on investment in R&D and training.  

She also expressed concern on the “Brussels piece”  both in relation the 

hydrocarbon BREF and the perception that oil and gas had become marginalised by 

the renewables agenda.  

Another current risk is industrial relations and the real threat of strike action offshore. 

Everything possible must be done to avoid escalation to that level as there would be 

no winners from such an outcome.  

 

Agenda item 3 – Exploration   

Glen Cayley led this item and started with some grim statistics highlighting the 

number of wells drilled had halved in recent years with the biggest drop in 

exploration. Even more worrying was there had been virtually no new play opener 

wells drilled in recent times. Commercial success had also dropped to 1 in 5 and 

finding costs had rocketed to around $15 per barrel.  

Treasury had however recognised the issue had have provided significant funds to 

carry out a seismic study in the Rockall Trough and Mid North Sea High areas. 

Tenders had been submitted for this work and some attractive bids had been 

received. It was hoped this work would be started in the next few weeks. 

In parallel to this OGA has also kicked off a deep dive investigation into the root 

cause of failed exploration wells. The exercise is looking at 100 dry holes to 

understand the reasons for failure. This work which will be made available soon is 

expected to provide some rich learnings.  

Access to data is another area where OGA have been active and it is hoped this can 

be used to unlock additional prospects. The UKCS has a diverse range of 

opportunities and some of the best source rocks in the world. 

It was confirmed Phil Kirk from Chrysaor would lead the exploration work, his 

company being one of the few currently exploring West of Shetland.  

 

 Meeting Summary   

The meeting was then summarised and closed.   

  


