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The Super Joint Venture

The Super JV is an idea –  
a prompt for the industry 
to consider innovative and 
collaborative ways of working 
which reduce risk and increase 
cost efficiency, with the aim  
of making late life assets  
more competitive.



In our recent report, A Sea Change –  
the Future of North Sea Oil & Gas,  
we suggested the idea about creating 
a Super Joint Venture as a vehicle 
for increased collaboration and 
cost efficiency.

This idea met with widespread interest 
in the industry, but also a general 
feeling that the mechanics might be 
unworkable. In this paper we set out 
seven key steps for the creation of such 
a vehicle whilst outlining the elements 
where industry needs to work together 
to create a solution.

It’s worth stating that the Super JV may 
be one of many options for improving 
execution and cost outcomes, not 
necessarily the answer.  But it is 
worth exploring.

Super JV – the benefits

• Synergies of operating cost (at 
least 10-15% reduction)

• Consolidation of assets under 
one central operator in the 
Super JV as illustrated in Fig 1

• Further synergies through 
vertical integration of on 
platform services as illustrated 
in Fig 2

• Consideration could also be 
made for consolidation on the 
supply side - aligning goals and 
contractual expectations

• Deferral of decommissioning 
spend through enhanced late 
life operations

• Coordinated approach to 
decommissioning which avoids 
potential domino effect

• Transfer of operatorship of 
non-core assets with potential 
financial benefit

• Optimisation of 
maintenance programmes

• Potential for low risk trial 
of innovation

• Data consistency 
and transparency

Current situation Possible Future

Figure 1: Before and After a SuperJV



Collaboration is an over-used word, particularly in relation to the North 
Sea – the key is ensuring there is real mutual benefit for all parties. A 
salient example could be the creation of a “super JV” which consolidates 
smaller and fragmented assets under one sole operator. Such a JV would 
boast scale for cost efficiency and ensure a better bargaining position vis-
à-vis suppliers. This would also enable a more coordinated approach to 
the decommissioning of the asset pool. 
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The Asset Group 
Determining the assets which might 
be incorporated into the joint venture 
vehicle is clearly the first step on the 
journey. Ensuring there is a coherent 
and clear rationale, whether because 
of location, evacuation routes, 
hydrocarbon type or other, is vital.

The asset group doesn’t necessarily 
need to be purely with a view to 
decommissioning either – that is one 
option. However the structure could 
equally lend itself to producing asset 
hubs and before development projects 
which are close together or late life.

In order to maintain the coherence of 
the identified asset group, ensuring 
a consistency of status is important 
too – if decommissioning plans for 
a field are more advanced than the 
other identified assets then it may not 
be suitable for inclusion. Furthermore, 
asset integrity is as important as 
asset location. Figure 2 is a high level 
depiction of how this might look.

 
Potential blocker:  
ensuring asset coherence

The Participants 
Every successful relationship needs 
willing participants. Each of the 
identified assets might have a 
completely different operator and / or 
JV partnership. And, as the number 
of interested parties increases so 
too does the potential for differing 
business objectives, unwillingness of 
one party to participate or variations 
in levels of business maturity which 
might impact ability to participate.

Many operators may have concerns 
around giving up control of execution 
liability and reputation management 
and this would need to be addressed at 
the outset. 

Potential blocker: securing all 
party willingness to proceed

Figure 2: Vertical Integration
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Operator 
And, when all parties get to the point 
that all of the above is agreed, the 
final piece of the jigsaw is determining 
who runs the show – the operator of 
the Super JV. What is clear is that 
the potential pool to choose from is 
relatively small, albeit there may be 
new specialist end of life entrants who 
might take the reins.

It is imperative that whosoever takes 
operatorship has the necessary 
skillsets to appropriately run the 
operation, maintain asset integrity 
and drive end of life activity / 
tendering. 

Potential blocker: finding a  
suitable operator

Structure & Governance 
Clearly getting the structure and 
governance of the vehicle right and 
agreeable to all parties at the outset 
is vital. The entity structure is the 
starting point – how the JV vehicle is 
set up will determine RoI/IRR for the 
participants. And depending on what 
stage those participants are at in their 
life, those RoI/IRR expectations might 
vary markedly. 

The governance structures need all 
party acceptance and need to be 
workable and efficient, otherwise one 
might question whether there was a 
need for the arrangement in the  
first place.
 

Potential blocker: obtaining all 
party acceptance on governance 
framework & structure
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Figure 3: Potential for consolidation in the UKCS - the North Sea as an illustration



Valuations 
A critical factor in most transactions 
is a difference in perception of value 
between buyer and seller – and in 
the case of Super JV this could be the 
number one roadblock. 

No matter, how non-core a seller 
considers an asset to be, the likelihood 
is that their view of its value is greater 
than that of the buyer. For the Super 
JV to work the industry probably 
needs a standard method of non-core 
asset valuation, corroborated by an 
independent party.

Another element which will impact 
perception of value beyond the 
headline price is the value to be placed 
on the tax position of each party and 
how that could impact the transaction. 
Again standard methodology and 
independent corroboration are vital. 

And the taxation factors involved in 
this could be extremely complex - 
deserving of a separate paper in its 
own right.

In particular, the current legal position 
which means an owner can never shed 
all liability for decommissioning may 
need to be addressed.
 

Potential blocker: alignment
of valuation expectations 

Funding 
Much of the dearth of activity in 
the UKCS in the last while has been 
attributed to lack of capital. Many 
capital providers, whether debt or 
equity have realigned to other sectors 
during this lower for longer period 
and as such, appetite for new, and 
arguably “wacky” ideas, is not what it 
was. But what is clear is that the Super 
JV idea will need a significant capital 
injection to get it off the ground. 

There are at least two options here. 
Firstly the “all in” option where assets 
are sold to the equity backed JV and 
ownership / risk / reward passes to 
the new owner, the Super JV. The 
second option is that the assets are 
transferred into the Super JV and 
the asset owners retain ownership 
and a return through a dividend or 
such, whilst an independent operator 
manages the day to day on their behalf 
in return for a management fee. 

Whichever option is pursued, equity 
will be needed to fund the set up at 
the very least. But the potential for 
economies of scale and cost efficiency 
could mean that there is real potential 
for a decent return on that investment.
 

Potential blocker: finding the 
equity provider and funding



Even though the Oil and Gas 
Authority (OGA) is pushing for 
greater collaboration from market 
participants in furtherance of its goal 
to maximise economic recovery from 
the UKCS, the oil and gas sector is not 
immune to competition law issues. 
While the market will be looking to 
the OGA to give clear guidance on 
these issues, the Authority’s sanction 
or blessing will not prevent the 
Competition and Markets Authority 
(CMA) (or any other relevant 
competition authority) from taking 
action against the commercial entities 
involved in any Super JV if it is 
believed there is a competition law 
breach. The risks of a competition law 
infringement are significant, with the 
possibility of fines being imposed on 
the infringing entities of up to 10% of 
worldwide turnover, potential liability 
for third party damages claims and 
potential criminal prosecutions for the 
senior management of entities that are 
found guilty. 
 

Potential Blocker: Ensuring the 
intended collaboration does not 
breach competition law

Collaboration vs Collusion 
As with all forms of collaboration, 
and in particular joint ventures 
between competitors, one of the 
key considerations that needs to be 
addressed from the outset is whether 
the establishment of a Super JV may 
be deemed anti-competitive under 
relevant UK or EU legislation. The 
risks become more acute as the scope 
of the collaboration increases. A 
Super JV by its very nature is going 
beyond the industry standard form 
of collaborative joint venture and 
the structure of any such JV, its aims 
and its impact on competition in the 
market place, will need to be carefully 
considered.  

The Super JV is an idea. It could take a number 
of forms - from dealing with decommissioning 
assets or hub clubs, to back office consolidation.  



Next steps  
The Super JV is an idea. It could take 
a number of forms from dealing with 
decommissioning assets or hub clubs to 
back office consolidation.  

This paper reflects the views we’ve 
heard since our report in June as to 
why collaboration on a larger scale 
isn’t happening, which we believe 
is a significant missed opportunity.  
And given the prolonged challenges 
within the global oil and gas sector, it 
is an opportunity for which time is fast 
running out.

The OGA and HM Government can’t 
make this work effectively without 
industry engaging and contributing 
ideas which can make this happen 
rather than focussing on why it 
won’t work.

It’s not necessarily the panacea or utopia 
which fixes all of the issues in the basin,  
but can be a catalyst for maximising 
economic recovery in the UKCS. 

At similar points of transformation, 
other industries have engaged and 
we would strongly recommend that 
the UK oil & gas industry takes the 
lead in designing and building the 
optimum model for late life assets and 
effective cooperation.

And, the Super JV is not necessarily THE 
answer, there are other alternatives.  
Industry should also consider how far 
it is possible to move towards the same 
outcomes with a common approach 
across operators, rather than replacing 
multiple operators with a single entity.

To take this idea, or similar, forward, 
we recommend that the industry needs 
to form a working party to look at all of 
the options and engage the stakeholders 
(covering industry, government, 
finanical community and so on) in 
helping them in that journey.

Industry case study: orphaned insurance policies

• There are examples in other industries of where consolidation has helped drive 
solutions, for example orphaned insurance policies 

• There is a real appetite for Private Equity backed consolidation of discontinued 
business / orphaned insurance policies

• The benefits that can be derived are largely driven through economies of scale 
and process improvement

• But there is also scope to create value enhancing deals with policy holders or 
make investment plays

• As with many non-core assets, there may be a premium to be made 
from divesting
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