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West African demand heads subsea project lists
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Unrelenting growth in the subsea market has been in full flow ~ This level of demand is now causing severe  costs have been prevalent, at levels not
for the last few years mainly due to the robust contribution of delays in some projects because of longer experienced, before leaving most operators

lead times on delivery of many pieces reconsidering their positions in terms of

West Africa to g|0ba| demand writes Dr R°ger Knight (Ieft) and of equipment and services fundamental expanding the rate of development of their
George Venturas of Infield Systems (Booth 2559).

to developing subsea fields. Spiralling offshore assets As such we see a backlog
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of assets in their development portfolios
which gives rise to confidence in the long
term viability of the market.

In terms of the total number of subsea
wells brought onstream annually we
expect to see a threshold limit of around
500 wells through to 2012 being breached,
but not significantly, this is primarily due
to constraints throughout the supply and
installation chain. Where economies of
scope and scale are creating efficiencies
natural uncertainty still exists within the
industry which essentially means that
subsea trees and other equipment are likely
to be over specified and as such face longer
lead times. In addition long lead times
exist in most areas of the market including
flexible pipelines, umbilicals, special steel
and production risers. Many manufacturing
plants are working 24 hours a day and
operating at full capacity to meet current
demand and future plant expansions, into
South East Asia for example, will take time
to alleviate the situation.

Data supplied from Infield Systems
(OFFPEX Energy Database) shows that in
spite of current constraints there is a clear
upward trend in the number of subsea wells
forecast to come onstream in most regions
up until 2011. However, we continue to
anticipate a slight decrease in the number
of subsea wells brought onstream in 2009
(compared to 2008 and 2010) especially in
Africa, Europe and North America. The
dip is a direct consequence of the delays of
key projects such as BP’s Thunder Horse
causing clustering of projects within 2008.
The projected growth beyond 2009 reflects
an expected easing of the supply constraint
that will allow the market to expand
towards the end of the five year period as
investments in the drilling, installation and
manufacturing markets begin to facilitate
increased capability as more units and
plants come onstream.

One example of the current supply
constraint situation is that of the record
day rates being demanded for drilling
rigs. Such unprecedented high rates have
appeared to slow the decision making
processes for exploration and developments
within the offshore market. Not only for the
independents who run the risk that drilling
two or three dry holes in a row at
$50 million a piece could be catastrophic,
but also for seemingly cash rich majors who
may be hedging against potentially adverse
future conditions. It is currently difficult
to drill a one or two well tie-back unless
it can be fitted into a coordinated drilling
campaign. This has had, and we believe
is going to continue to have, a significant
impact in some regions - particularly the
Gulf of Mexico and the North Sea.

As adirect result of the very high drilling
rates a trend can be seen to examine, at least
at the FEED stage the potential replacement
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This level of demand is now causing severe
delays in some projects because of longer
lead times on delivery of many pieces

of equipment and services fundamental

to developing subsea fields. Spiralling
costs have been prevalent, at levels not
experienced, before leaving most operators
reconsidering their positions in terms of
expanding the rate of development of their
offshore assets As such we see a backlog

of assets in their development portfolios
which gives rise to confidence in the long
term viability of the market.

In terms of the total number of subsea
wells brought onstream annually we
expect to see a threshold limit of around
500 wells through to 2012 being breached,
but not significantly, this is primarily due
to constraints throughout the supply and
installation chain. Where economies of
scope and scale are creating efficiencies
natural uncertainty still exists within the
industry which essentially means that
subsea trees and other equipment are likely
to be over specified and as such face longer
lead times. In addition long lead times
exist in most areas of the market including
flexible pipelines, umbilicals, special steel
and production risers. Many manufacturing
plants are working 24 hours a day and
operating at full capacity to meet current
demand and future plant expansions, into
South East Asia for example, will take time
to alleviate the situation.

Data supplied from Infield Systems
(OFFPEX Energy Database) shows that in
spite of current constraints there is a clear
upward trend in the number of subsea wells
forecast to come onstream in most regions
up until 2011. However, we continue to
anticipate a slight decrease in the number
of subsea wells brought onstream in 2009
(compared to 2008 and 2010) especially in
Africa, Europe and North America. The
dip is a direct consequence of the delays of
key projects such as BP’s Thunder Horse
causing clustering of projects within 2008.
The projected growth beyond 2009 reflects
an expected easing of the supply constraint
that will allow the market to expand
towards the end of the five year period as
investments in the drilling, installation and
manufacturing markets begin to facilitate
increased capability as more units and
plants come onstream.

One example of the current supply
constraint situation is that of the record
day rates being demanded for drilling
rigs. Such unprecedented high rates have
appeared to slow the decision making
processes for exploration and developments
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Subsea wells onstream 2003-2012 by region.
(Source: OFFPEX Market Modelling and
Forecasting System.)
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within the offshore market. Not only for the
independents who run the risk that drilling
two or three dry holes in a row at

$50 million a piece could be catastrophic,
but also for seemingly cash rich majors who
may be hedging against potentially adverse
future conditions. It is currently difficult

to drill a one or two well tie-back unless

it can be fitted into a coordinated drilling
campaign. This has had, and we believe
is going to continue to have, a significant
impact in some regions — particularly the
Gulf of Mexico and the North Sea.

As a direct result of the very high drilling
rates a trend can be seen to examine, at least
at the FEED stage the potential replacement

of wet tree schemes and with alternative
dry tree solutions. The rationale for this is
that as the costs of securing suitable drilling
rigs for workover activity are becoming
increasingly prohibitive it may be cheaper
to spend more on the production facility

and work over the wells from the platform.
Within the Gulf of Mexico the desire to try
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