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Thank you (Andrew)!

(Introductions of Ed and me if needed)

Offshore incidents are frequently handled by the same insurers, salvors and advisors as blue-water casualties. While many things are similar, offshore incidents often add another layer of complexity due to factors such as the scale and location of the wreck, and the various stakeholders involved.

Today we will seek to highlight some of these commercial, legal, technical and operational challenges that may arise when handling such incidents. 

Since our experience is largely related to handling offshore cases from the P&I insurer's perspective we will primarily address wreck removal considerations, although many factors will be relevant also during the early response and salvage phases. 
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What to we mean for the purposes of this presentation when we refer to "Offshore casualties" or "Offshore wreck removals"?

An incident that 
takes place in an offshore field; and
where the casualty is an offshore unit, i.e. normally designed for the exploration, extraction or production of hydrocarbons or gas. 

Incidents may of course also happen in an offshore field with more ordinary vessels, such as offshore supply vessels.
Or an offshore unit could suffer an incident while being transported to an offshore field. 
In such circumstances, some, but not necessarily all of what we will discuss today may be relevant.

Since our experience is largely related to handling offshore cases from the P&I insurer's perspective we will primarily address wreck removal considerations, although many factors will be relevant also during the early response and salvage phases. 




> Agenda

» Stakeholders

» Contracts

 Insurance and reinsurance

* Approvals and access to site

» Surveys

» Technical challenges for removal

» Proximity to other installations and operations
* Recycling

* Where next?
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I: Stakeholder identification and management

Public
authorities

* Petroleum
 Marine
* Environmental
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An immediate priority for the insurers when an offshore casualty occurs is to identify the relevant stakeholders

Can be split into public and commercial interests

The exact set up will vary depending on the geographical location of the incident – different in the North Sea than in for example, Malaysia, Mexico, Brazil or Australia

Public authorities
Petroleum
Marine
Environmental

Commercial
Owner/assured
Field operator – Often the key decisionmaker. Significant delegated responsibility from the authorities + own commercial interest
Licensees - Often more in the background with limited direct involvement

In our experience it is crucial to establish good communication and trust with the authorities since this will help with (1) getting approvals, (2) managing identified risks and (3) handle any incidents which may occur during a subsequent operational stage – that being salvage or wreck removal. 

The importance of these relationships for the success of the casualty handling is a reason why we as insurers may often want to lead the dialogue with the stakeholders. Involve salvors as appropriate.


Is Contractual framework

Contract between owner/assured and field
operator

- Wreck removal clause
- Indemnity regimes (knock-for-knock)
- Commercial interests

Salvage contract
- Wreckhire/LOF

Transition

Wreck removal contract
- Wreckstage/ Wreckhire
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At the time of the casualty, the unit will normally be in the field to perform some scope of work agreed with the field operator.
There are a few things to note about this contract:
It will normally include a wreck removal clause, which means that the assured would have a contractual obligation to remove the unit. The conditions for such removal may differ from the background law, and it may be sufficient for the wreck to be "interfering with Operator's interests".
The contract will normally have an indemnity liability regime based on some version of the knock-for-knock principle, which means that each party will bear the risk of damage to property belonging to its own group of parties, regardless of negligence. However, as I will get back to shortly, this indemnity regime will normally only cover liabilities that arise within the scope of the contract. Even though the contract is likely to include a wreck removal obligation, such an operation will normally fall outside the contractual indemnity regime which means that the ordinary rules on liability will apply to any damage to interests belonging to the field operator's group (as this may be defined in the contract).

If a casualty occurs, the contract between the owner/assured and the field operator is likely to be frustrated. However, it is important to keep in mind that the owner may still have, or wish to have, a commercial relationship with the field operator. In fact, this field operator could be of extreme commercial importance to the asset owner since this company could be the gateway to any access to the market in question at all . These interests have to be borne in mind as the salvage and/or wreck removal operation progresses.

Salvage – normally on Wreckhire terms suitably amended, although an LOF can also be considered. 

If salvage unsuccessful – transition. Time to pause? – technical complexity vs. pressure from stakeholders. Stakeholder management important. 

Wreck removal – Wreckstage or Wreckhire suitably amended
Complexity and scale of operations usually renders Wreckfixed inappropriate. Requires close cooperation between Contractor, owners and their insurers.



Is |nsurance and reinsurance

Reinsurance considerations Insurance considerations

(for insurers) (for salvors)

« Offshore units often not considered vessels, » Wreckstage/Wreckhire — Contractor to have
and accordingly covered by commercial cover insurance cover for their own operation incl.
(i.e. not poolable) salvor's liabilities

» P&l insurers will therefore primarily report to « Damage to third party installations not
and update reinsurers covered by field indemnity regime

- Additional insurance
« Emphasis on predictability
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Before diving into the specific issues that may come up during a wreck removal operation, it is worth taking a pause to highlight a few insurance considerations.

Let’s first look at the situation on the insurers side, since this will be the decisionmaker during a tender process.

While the insurance may be taken out with a traditional P&I club, it is important for those involved to be aware of the fact that offshore units are often not considered vessels, and accordingly covered by commercial cover rather than poolable claims with the IG Group. 

P&I insurers will therefore primarily report to and update reinsurers rather than their IG colleagues. May be a slightly different influence on the claims handling. 

Insurers are always looking for predictability in their claims handling, but appetite for predictability is particularly high in these very large claims – Joint interest of first layer insurer (P&I Club) and reinsurers

If we then move over to the insurance considerations during a wreck removal operation – insurance cover required by salvor

Wreckstage/Wreckhire  – Contractor to have insurance cover for their own operation incl. salvor's liabilities – large claims, large total insured amount ( insurance limit). Salvors should check with insurers during tender preparation phase. 

Damage to third party installations not covered by field indemnity regime. Additional insurance can be taken out in the commercial market. Can be expensive – consider in advance

Insurance important in offshore cases – try to come prepared.


> Approvals

Who will issue approvals? * What needs to be approved?

» Geographical variations » Methodology « Safety

» Explicit vs. tacit approval » Use of assets » Field operations

» Contractual impacts * Ordinary permits (visas « Local content
etc.)

* Environmental
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@I Access to site

» Expectations of the field operator
- Operational concerns

» Expectations of the Contractor
- Access without delay

» Security considerations
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If an incident has occurred in an offshore field it is the field operator who has authority to authorise access to site for vessels and assets involved with a wreck removal operation.
In our experience this is normally not a problem to get once the methodolody has been approved, but we are aware that it is a concern for the Cotnractors who have a commercial interest in starting the operation as planned and without delay.

The field operator will normally have two main concerns when granting access to site:
Is there a risk of access impacting any other infrastructure in the field?
Is there risk of a negative impact on production?

If the field operator has been properly updated of the planned operations, then access will normally be given without delay.

However, the fact that access to site can be a concern for the Contractors mean that it can be important to address this concern at the contract negotiations. Contractors will often feel removed from the communication with the field operator at this stage of the operation, and the discussions at the negotiations phase could therefore for example address any consequences of timely access not being granted, or the involvement of the Conctractor in seeking to get such access.

Security considerations – Current geopolitical climate. Energy production has close connection to national security interests. May limit who or what can access the field, or impose reporting expectations as condition for access.


lll

Surveys

Survey — owners/insurers or the bidders?

Site information — meaningful, accurate
description

Balanced bidding
Increased certainty in the review process
Clear risk allocation — better pricing

Wreck monitoring to ensure no Clause 4
e¥ents prior to contracting / attendance on
site

Surgical approach to hydrocarbon removal

Continuous reference in the method design
spiral

Practical on-site preparation for each work
package, and each task

Presentation to authorities
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Whether looking at offshore or bluewater cases there are a number of considerations in whether a vessel should be removed,,  or made safe – and to asses these for sunken wrecks, where the eyeball data doesn’t suffice, requires some other method of visualisation to allow us to really know what is going on and how therefore to deal with it. In the offshore cases we have dealt with in the last few years the majority have been at depths we would not always have to deal with in other shipping cases.

Having an accurate three dimensional data set of the condition of the unit or vessel allows us to make a considered and proportionate response to the casualty. It also allows us to provide our environmental specialists with clear information to help them make a considered assessment. 

Once we have this data and expert feedback we can present clear facts to the authorities, and our suggested course of action… they won’t always necessarily agree to a proportional response, but that’s another talk.

It is our responsibility to prepare the tender for potential contractors to consider for any type of wreck removal. It is therefore paramount that we have an as accurate description of the condition as possible. Traditionally we would often put the survey in the tenderers ball court, and let them satisfy themselves as to the condition. This however this can lead to tenderers having a different baseline to work from, which makes assessing the tenders more challenging. But in addition, for Offshore projects we have the challenges of distance from shore, depths, high survey cost and permits associated with accessing the fields.

As we have been asked to remove assets from deeper locations than previously, putting the survey cost on the tenderers would ultimately give us less bidders. 

By taking the organisation and cost of the survey on ourselves, we can organise access and permits through our assured and then we can provide all tenderers with a picture of the situation, that we can also be confident in. Of course with the usual caveats.

With a clear asset status we can then be confident in the risk allocation to each party, and retain only limited risks that cannot be defined or priced.

Our internal team and consultants can accurately review a proposed removal plan, being able to comment with some certainty on the potential success or not of a proposed task.

In addition we need to consider the potential change in hull condition from the time of incident to the beginning of contractor services, which can be challenging when there is no viusals. A change in the condition of the vessel can lead to the contractor claiming a change of circumstance under  Clause 4 of the BIMCO wreck contracts that we traditionally use.  Using motion monitoring systems fixed to the wreck,  we can remotely monitor and be sure , in real time, that a wreck is still in its original position, and mitigate this risk, or at least know if there clearly has been a change and that we may need to revisit on site, or within the contract.

The usefulness of the data continues as we move to execution of the contract and removal of all or part of the asset.

The contractor can plan with surgical precision the routing for intervention of, for example  hot tapping of the hydrocarbons, removal of debris, and attachment of cutting or lifting gear.

As the contractor hones their plan, the data set can be continuously referenced in a design spiral to get to the final methodology and tasks perfected, or near enough, for the day

And of course each work package and each task can be presented to the team carrying out the actual work using these same visuals. In the image in the slide, we are making use of VR which can allow the dive superintendent to fly around the wreck data set, and provide a live feed to the divers tablets in the chamber to show their next task. 

We also can make 3D printed models from the data set to help visualise the tasks, whether for the onboard team or to show the authorities the extent of the challenges, and therefore manage expectations.

I understand that in the near future there is the potential for heads up displays in the dive helmets so real time assistance of locating items using the data set can be used or given to the diver in water




I Technical challenges for removal of a unit

* Depth

« SAT diving

+ ROV

» Dangerous Goods

* Live assets

» Object shapes and strength
- Cantilever decks
- Legs
- Obstructions
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So whats the technical challenges or differences to the normal work we’re involved in?

Well the depths we’ve been expected to work at is the main challenge, which results in the necessity to utilise SAT diving for survey, cutting,  positioning cutting tools, running wires for lifting gear and other tasks.

The mobilisation of a SAT dive spread is a significant challenge and cost.  There is also a limit to the number of dive companies and divers that can work with the dynamic challenges of wreck removal as opposed to the rigidly prescriptive work packages for standard offshore work.

The use of ROV’s is by no means novel in the wreck removal world, but the high reliance on them as a work horse in the offshore cases, to minimise where possible the diver intervention is something slightly different to specific installation hot tap for example , but ROVs still by no means can access areas and manipulate tools in the way the divers can. The mess from shifting pipe racks and crane booms can seriously restrict ROV intervention

Offshore units carry a large variety of chemicals, drill mud and the likes which provides a cleansing challenge, perhaps no more than some of the cargos we deal with in bluewater, but surprisingly, perhaps, we’ve found the documentation of amounts and location is not always as accurate as you might have expected for offshore practice

Working alongside live gas or oil assets and live pipelines provides significant challenges in mooring spreads, lifts and requirements of the sector owner. Asking a platform or line to be shut down during operations is unlikely to get much headway. And you can't assume you will get a clear safety zone throughout projects, and will have to consider SIMOPS with exploration units and other assets. We even had a case we had to explain why inappropriate frequencies couldn't be used by survey vessel  equipment near our divers. 

The spreads we are mobilising may seem very significant to us, but pale into insignificance compared to the oil field development losses if we prevent the field operators work unnecessarily, so a lot of discussions go into timeline and critical operations within the field

Units can have very different structural features to a ship. A jack up for example will have a relatively weak barge form with strong corners in the way of the legs, the legs have extremely strong chords, and the cantilever deck will be extremely strong. There will be cranes. And other equipment which we may not be as familiar with removing. Thorough planning from the start will help in the sequencing of intervention to ensure the unit keeps its rigidity as necessary throughout the works.


I» \Weather and operational restrictions

Seasonal variations

Distance to shelter

Time to recover significant anchor spreads
Offshore
Asset availability (high and low seasons)
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We have often been fortunate in being provided with fairly accurate hindcasts from the locations we are working offshore as the fields environmnetal data are well documented from the begining of their development. And this is certainly an advantage compared to a shoreline grounding where seastates in that particular location may well be less well documented.  

With this data we can work out workability reasonably acuratly, however when a system does come in the large mooring spreads will require a timely evacuation and re mob when needed. The distance to shelter may take days under tow, so we need to be proactive with incoming weather systems.

Seasonal varitiaons often lead to high and low seasons, and therefore flucuation in asset availability and cost. We may wnat to work in the good weather in high season, but may struggle to get assets. But if we work in low season then we can expect significant weather downtime



Proximity to other offshore
installations and operations

+ Sim-ops

» Crossing of live pipelines on exit (drop
concerns)
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I’ve already touched on this but would like to highlight it again. 

Working in an offshore field we cannot neccesarily have a permanant safety zone around our assets and will have to work with the field operators to work out any simops throughout our operations.

Field operators will require detailed timing of opertaions so that they can work with us on their scheduling. 

We may well be working next to live assets and have to take that into consideration when setting mooring lines and working out environmental limits of our setup. 

We also need to consider foundations of other assets when dredging works are requiered for removing items.

We also have the concern routing out of field with the recovered asset or parts of  and must ensure more than adequate seafastening is in place, to prevent any drops on other subsea infrastructure on our way out.


\Il

Recycling

Scale of sections

Location of fields not often convenient to
recyling facilities

Challenges of cross border transfer
Optics of bringing scrap ashore
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Recyling of offshore assets have many of the same challenges we face with the bluewater such as scale of the material we need to process and the locations of the incident not having suitable facilities within the same country, so we need to look at cross boundary transfers. 

We make a lot of effort to lift units in a large a pieces as possible, but then that needs to be processed ashore and we may need to consider depth and height restrictions brining barges to processing berths

One of the main differences we see with offshore work is that the work is often going on unseen, and it is not until the material comes ashore that public take note of an incident, so we have to be prepared for managing the media and social media to deal with the optics of pieces arriving from ”afar”


& next? SAme reflections
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Ed:

So where next? 

Will floating offshore wind or fisheries create new challenges and expectations?
What will be our Asset choice and their availability for intervention?
How will we deal with the Extensive flotsam from fractured blades?
How do we keep up with the constantly evolving Designs of windmill and their moorings?
How do we Recovery a drifting windmill?

Maybe some of you already have the answers

Over to Nina

Nina:
Management and legal – offshore experience highly relevant. In some sense offshore wind may be less complex
Less likely to raise pollution issues
Fewer stakeholders
We are ready


Thank you
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