


Rapid and impactful change
calls for innovative thinking
and challenging paradigms

Paradigms are often the limiting

factor in positioning the business for

the future. Adopting new paradigms

can provide access to previously
unattainable performance levels. For
example, Kanban transformed the

way in which manufacturing industry
managed inventory. Onshore Operations
Centers are another example of how the
operations paradigm in the Oil and Gas
industry has changed in recent years.

The success of any cost challenge
program is dependant on reserving
judgement, working opportunities
thoroughly and resisting the temptation
to close any down too early. Facilitation
plays a key role, providing challenge and
structure, testing and probing different
perspectives as each idea progresses
through the opportunity hopper.

Inputs into the rapid cost
optimization process

Hitachi Consulting has supported over
200 change programs in E&P — from
fully integrated super-majors to small but
growing independents, from the North
Sea to the North Slope. During this time
we have built a best practice repository
against which we can benchmark your
current performance and provide the
know-how and support to take your
performance to the next level.

Our approach facilitates rapid
identification of possible cost optimization
opportunities through a combination of
internal business knowledge, external
performance comparisons and by
encouraging individuals and teams to
think creatively.

Typically, we find that a war room
environment is the right setting and
catalyst for change and quickly becomes
the hub for collecting and reviewing data
and ideas. As well as formal analysis and
review, we adopt an open door approach
and encourage individuals to share ideas
informally.

Creative thought cannot be forced but
needs to be nurtured and ideas can
sometimes take time to mature. When
conditions are right, the process quickly
gathers pace and momentum.

Options are evaluated from the
perspectives of financial and practical
viability, taking into consideration any risks
and requirements for risk mitigation. As
opportunities move through the hopper

Performance

they are either accepted or rejected.

If accepted and signed off, they are
categorized and ranked. Each opportunity
has its own business case providing
insight into the nature and detail of the
proposal.

Opportunities that make it all the way
through the process enter the
100-day phase for detailed planning
and scheduling. At the same time, the
process calls on rigorous stakeholder
management and communications
to ensure continued involvement and
engagement.
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Business case example

The business case example shown below illustrates both the simplicity and rigor of the process. The purpose is to avoid burdening
the organization with excessive administrative tasks and paperwork and to provide a clean and simple framework to aid and facilitate
quick and effective decision making. This minimizes the time it takes to move from idea to implementation and realization of

benefits.

1. Subject and total yearly saving
Turn off platform gas turbines when not required - potential

average yearly saving of £274,000 and increase in revenue of
£2.37m.

2. Background

The maximum power generation and consumption components of
the platform are as follows:

Generation MW | Consumption MW
Peak Lopper 6.0 | Oil Export 6
GT1 23.5 | Gas Export 14
GT2 23.5 | Flash Gas compression 5
GT3 23.5 | AGI 10
Water Injection 21

Platform Support 5

Drilling 5

76.5 66

The platform therefore has a considerable excess in generating
capacity, even if AGl is included. In 12 months, water injection
capacity will reduce by the equivalent of one pump (7MW) and
one gas export compressor (7MW) will not be required. If drilling
also ceases the total power demand will fall to 47MW.

Under normal running conditions, one of the RB211 gas turbines
will not therefore be required.

3. Proposal

Shut down one of the gas turbines whenever the spinning reserve
indicates it is not required. Depending on the spinning reserve this
would be either the Peak Lopper or an RB211.

4. Financial benefits

By the end of the year, at any particular time, one RB211 should
not be required. A GT changeout is normally done every 24,000
hours and costs £750,000. (An experiment is in progress to
determine whether this can be extended to 30-32,000 hours.) This
gives an equivalent cost in excess of £20 per hour or £274,000
per year.

An RB211 burns 5 mmscf per day of gas with a value of £1,300
per mmscf. The increase in revenue by selling this gas instead of
burning it would be £2.37m per year.

Currently the Peak Lopper is not required providing three RB211’s
are available. If the Peak Lopper is run continuously the average
yearly maintenance cost is £135,000 and fuel cost is £964,000.

The revenue increase would be immediate whilst the maintenance
saving would be realised by being able to avoid a changeout at
some point in the future.

5. Cost of implementing the change

None

6. Implementation environment

The savings and increased revenue could occur once one gas
export compressor and one water injector pump are shut down. If
drilling is also stopped, then the platform will once again have
excess generating capacity.

71. HSBE

No safety systems would be affected by the proposal.

7.2. Business and Operations

If the generating output of the platform only just matches
the consumption and one of the remaining gas turbines
breaks down a number of systems would be lost.

The shutdown hierarchy is as follows:

Water Injection

AGI

Flash Gas Compression
Gas Export

Oil Export

Platform Support

With the Peak Lopper and one RB211 running all systems
except Water Injection and AGI could be supported.

7.3. Human Resources

No effect

8. Training and support requirements

Control Room Technicians would need to be aware of the need to
balance generating capacity with demand. A simple KPI system
could be introduced to measure how well this is achieved.
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Generating superior, mor

innovative results

A world of possibility

Compared to more traditional methods,
Rapid Cost Optimization has been shown
to generate superior results. The reason
for this is quite simple — traditional
methods focus purely on gaps and try

to find ways of improving the way things
currently work. Rapid Cost Optimization,
on the other-hand, removes the
boundaries that often constrain out of the
box thinking and limit an organization’s
ability to consider what might be possible
and what could be done differently.
Clients are often surprised by how
ingenious and inventive their people can
be when they are given the opportunity
and the tools to do so.

About Hitachi Consulting

Hitachi Consulting is the global solutions
and professional services organization
within Hitachi Ltd., a global innovation
leader in industrial and information
technology solutions and an early
pioneer of the Internet of Things. Hitachi
Consulting is a business integrator for
the loT era and a catalyst for digital
transformation. Using our deep domain
knowledge, we strategically collaborate
with our clients to help them innovate
faster, maximize operational efficiency
and realize measurable, sustainable
business and societal value. As a
consulting-led solutions company, we
can help you leverage data as a strategic
asset to drive competitive differentiation,
customer loyalty and growth. To learn
more, visit www.hitachiconsulting.com.
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