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Asset retirement obligations (AROs) for oil and gas (O&G) 
companies arise as the result of financial responsibilities – 

stipulated in contracts or required by legislation – to plug wells, 
dismantle and remove installations at the end of an asset’s 

productive life, and to restore the surrounding area. As energy 
systems shift away from fossil fuels in the coming decades, the scale 

of retirements is likely to increase significantly, posing considerable 
financial, logistical and environmental challenges. 

Decommissioning Liabilities Set to Rise 

The cumulative costs involved in decommissioning ageing O&G 
assets are sizeable and may reach USD42 billion by 2024, according  

to research company Rystad Energy, although such estimates can 
change depending on industry conditions and the number of years 

costs are spread over. For context, the world’s seven largest oil 
majors recorded profits of USD173 billion in the first nine months  
of 2022.  

Nevertheless, the cost implications of decommissioning are likely to 
rise significantly in the medium to long term. For example, the ratio 

of decommissioning expenditure to opex by O&G companies  
operating in the UK Continental Shelf in the North Sea is expected 

to increase from about 10% to over 30% in the next 10 to 20 years. 
In the US, plugging the estimated 2.6 million documented onshore  

wells will pose substantial logistical and financing challenges, but it 
remains unclear who will bear the highest costs.  

Financing Gaps Pose Multiple Risks 
There is growing concern among research organisations and 

environmental groups that the true cost of decommissioning will 
dwarf the amounts pledged through dedicated provisioning funds 

or assurance. This raises the prospect of underfunded retirement 
and clean-up costs being borne by governments and taxpayers. 

Meanwhile, ‘abandoned’ sites could continue to pose serious  
environmental and public health risks.  

Role of Sustainable Debt Uncertain for Now    

With the O&G sector likely to face increasing vulnerability over the 

coming decades, it may be necessary for companies and 
governments to seek alternative means to fund decommissioning. 

Sustainable debt offers several routes to finance asset retirements  
and environmental remediation, for example, via green, social and 

sustainability (GSS) bonds, and sustainability-linked bonds and 
loans (SLBs and SLLs).  

However, this is a largely untested area for sustainable finance. 

Appetite for financing such activities from ESG-focused investors  
and lenders is uncertain, particularly where GSS debt is issued by 

O&G companies, although there are signs that performance metrics  
tied to SLBs and SLLs could be tailored to facilitate 
decommissioning projects.   

‘The costs associated with decommissioning oil 
and gas assets will rise steadily in the coming 
decades. Regulatory loopholes and limited 
financial assurance requirements mean some 
of this burden may fall on governments, while 
“abandoned” assets portend a raft of 
environmental hazards.’   

William Attwell, Associate Director, Sustainable Fitch 
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Scenarios Point to Rise in Decommissioning 
over the Long Term 

The scale of retirements could increase steadily in the coming  
decades as low-carbon transition policies tighten and energy 

systems shift away from fossil fuels. The International Energy  
Agency’s (IEA) latest World Energy Outlook, for example, projects  

demand for natural gas flatlining by 2030 and oil demand peaking in 
2035 under its Stated Policies Scenario as economies shift to clean 
energy, indicating rising transition risks for the O&G sector.  

That said, the outlook for O&G decommissioning differs in several 
ways to coal power, which has been the subject of several national 

and international initiatives to accelerate asset retirement. There is 
no equivalent at present to measures like the global coal ‘phase-

down’ provision in the Glasgow Climate Pact and the Powering Past 
Coal Alliance.  

Unlike coal, O&G demand dynamics are likely to remain favourable 

in the coming years; we expect the recent boost in coal demand 
amid global energy security concerns to be temporary. Despite 

recent windfall taxes in some jurisdictions including the UK and EU, 
O&G companies generally have strong free cash flows.  

O&G assets have a typical lifespan of 20 to 40 years, compared with 

40 to 60 years for coal power plants. Even considering the 
industry’s currently favourable financial position, it faces 

substantial retirement-related liabilities as assets developed in the 
1980s-2000s reach maturity. 

Company Pledges to Decarbonise 

O&G majors have set a variety of emissions reduction targets, 

including net zero targets for 2050 and interim goals, e.g. absolute 
or emissions intensity reductions by 2030. These imply a gradual 

decarbonisation of companies’ business portfolios  in the coming  
decades, although with significant variation in ambition and timing 

across geographies and individual companies. Any impact on 
decommissioning schedules remains to be seen (see Appendix 1). 

North America  

The net zero ambitions of North American majors, such as 
ExxonMobil and Chevron Corp., tend to focus on Scope 1 and 2 

emissions. On their own, these targets do not imply a significant 
shift from fossil fuels or an increase in decommissioning, at least in 

the short term. Emissions from own facilities, vehicles and 
purchased electricity constitute a small share of companies’ overall 

carbon footprints, and progress towards these goals could be 
achieved through increasing energy efficiency, deploying 
electrification and purchasing carbon offsets.   

However, the targets may signal less new exploration and drilling 
activity – which are highly emissions intensive – over the longer 

term, with existing sites retired when resources are depleted or 
they reach the end of their operational lives, beginning with older 
fields (since they tend to be the most emissions intensive).  

From an environmental perspective, there is a risk that some of 
these mature fields are sold to smaller operators that specialise in 
extracting largely hard-to-reach reserves, delaying retirement.   

 European Majors 

Many European majors, including Eni SpA, Total Energies SE and 

Shell plc, go further and include Scope 3 emissions – which includes  
‘use of sold products’, such as petroleum fuel – in their net zero 
pledges.  

Such targets indicate a more substantial shift in their business mixes 
towards the production and sale of lower-carbon energy and non-

energy products (including non-fuel retail, lubricants and 
chemicals) over the longer term. The pace of individual asset 

retirements in these cases would be driven by the economics of 
specific sites or business divisions.  

Again, older assets are likely to be retired earlier, while prevailing 

energy demand, break-even prices, stringency of restrictive future  
regulations and applicable carbon prices would also shape the pace 

and sequencing of decommissioning. However, current company  
plans portend minimal ‘additional’ retirements beyond those 

already expected in the near term, and in the case of majors, they 
are likely to manage their portfolios and sell aging assets to transfer 
risk to smaller companies.  

Depending on changing regulations, they may nevertheless remain 
liable for some of the costs of decommissioning transferred assets, 

e.g. in jurisdictions where the principle of ‘joint and several liability’ 
applies.  

  

Cautious Plans 

Decarbonisation of O&G majors’ business activities remains  

limited. Our research indicates that investment in the shift to lower-
carbon business models is modest, with 75%-95% of capex 

continuing to be allocated to carbon-intensive activities to 2030, 
with much of the shift towards renewables being driven by 

European majors. This limited investment in low-carbon energy 
suggests that fossil fuels will remain the mainstay of O&G 
companies’ cash flows and related activities over the next decade.  

Moreover, while several European majors have indicated they will 
slow production and exploration activity, this is not the case in for 

majors from other regions, suggesting further growth in emissions 
from the sector in the coming years.  

Scenarios Imply Long-Term Rise in Early Retirements 

This stance by non-European majors is incompatible with most 
Paris-aligned climate scenarios, which point to O&G demand and 

production falling, particularly in the 2040s, due to policy actions 
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and market dynamics, such as the displacement of internal  
combustion engine vehicles with electric vehicles.  

Scenarios based on warming of 2°C or more anticipate demand 
remaining stable or increasing. It is therefore feasible that future  

iterations of company business strategies and emissions pledges – 
under regulatory and market pressure – could outline more rapid 

decarbonisation trajectories, potentially shortening lifespans, 
particularly of less efficient assets, leading to more retirements  
than current company projections indicate. 

 

The O&G industry directly contributes 9% of all greenhouse gas 
(GHG) emissions and further 33% through indirect emissions, 

mainly through fuel use. Under both the UN PRI’s Forecast Policy 
Scenario (FPS) and the IEA’s Sustainable Development Scenario, 
demand for natural gas will be sustained for somewhat longer.  

The 2030s will be a key inflection point when gas demand will 
flatline or begin to fall due to changing market and regulatory  

dynamics (e.g. carbon pricing) and technological change, notably the 
increased deployment of heat pumps for heating buildings. In 

contrast, demand for petrochemicals would rise due to their use in 
clean technologies and lightweight materials.  

 

These trajectories are represented in Fitch’s Climate Vulnerability  
Scores (Climate.VS) for Corporates, which are based on the PRI’s  

FPS and point to rising and sustained pressure on the financial 
profiles of O&G producers in the medium to long term.  

In cases where Climate.VS are elevated – oil production and oilfield 

services score 80 in 2050, with 90 being the highest score – entities 
in the sector would experience disrupted profitability over an 

extended period and could face existential threats to core business 

activities. Under the FPS, the oil sector would see declining global 

demand, suggesting increasing numbers of assets would become  
commercially unviable, pointing to a steady rise in retirements over 
the longer term. 

Uneven Requirements Create Regulatory 

Patchwork 
AROs arise for O&G companies as the result of requirements to 
plug wells, dismantle and remove installations at the end of an 

asset’s productive life, and to restore the surrounding area. 
Provisions requiring decommissioning are usually found in 

contractual arrangements between O&G companies and host 
governments, although some production sharing contracts (PSCs) 

and lease agreements do not include explicit retirement obligations 
or related financial assurance requirements.  

In several countries, legislation reinforces these responsibilities on 

companies to retire O&G and other extractives assets, although the 
stringency of requirements varies, and the resulting regulatory  

patchwork creates challenges for accurately assessing the full 
extent of companies’ ARO liabilities and wider compliance  
requirements across different jurisdictions.    

International Obligations  

Regarding offshore O&G wells, where ageing assets can pose 

transboundary environmental risks, several international  
agreements oblige states to remove unused installations. In the UN 

Convention on the Law of the Sea, the main treaty governing the 
world’s oceans, the focus is on ensuring freedom of navigation 

rather than environmental protection, so structures do not need to 
be entirely removed.  

Some regional bodies have developed measures explicitly targeting  

and setting standards for decommissioning and removal. Notable  
examples include ASEAN’s ACSOPE Decommissioning Guidelines 

and, in the north-east Atlantic, the OSPAR Commission, which in a 
1998 decision (known as Decision 98/3) prohibited the dumping of 

offshore installations and made the removal of unused structures a 
legal obligation. In the case of the latter, signatory states – the 

‘contracting parties’ – are responsible for ensuring implementation 
of the decision in their jurisdictions, assessing the proper disposal of 

offshore installations, and reporting back to the OSPAR 
Commission and member states in the event of any variation from 
the standard disposal procedure.  

This process was tested in 2019, when the UK notified the 
commission of its intention to allow the sea-floor structures or 

‘footings’ of the 109-metre-tall Brae Bravo steel jacket to remain in 
place due to the technical challenges affecting their removal. 

Germany objected, querying the methodology the operator used in 
the environmental risk assessment accompanying the application 

and the matter was referred for further consultation. Following  
further deliberation, in 2022 the UK regulator allowed removal of 

the upper structures to proceed, with the footings to be 
decommissioned in a separate project (for now, they must be 
identified in maritime charts to ensure safety for shipping).   

Domestic Regulation  

National legislation governing decommissioning of both onshore  
and offshore O&G assets varies considerably, with Canada, 
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Norway, the UK, and the US featuring among the most rigorous  

requirements. These set clear legal obligations, process guidelines 
and technical standards for dismantling and removal. By contrast, 
Russia has no equivalent decommissioning standards.  

Countries in southeast Asia and Africa have recently begun to 
tighten their regulations amid growing recognition of the financial 

and environmental risks posed by maturing fields and ag eing 
infrastructure. For instance, in 2018, Indonesia introduced new 

requirements covering abandonment and site restoration (ASR) for 
both onshore and offshore O&G operations, including retroactively  

applying ASR obligations to PSCs that did not previously include  
decommissioning provisions.  

Nigeria and Angola have also adopted laws addressing and 

clarifying O&G asset retirement obligations (in 2021 and 2018, 
respectively), although many Gulf states, including Saudi Arabia, do 
not have specific provisions in legislation.   

Joint and Several Liability 

How financial liabilities associated with dismantling and removing  
O&G installations – and remediating affected sites – are defined 

and attributed under different jurisdictions has direct implications  
for the scale of O&G companies’ AROs. The UK has one of the most 

closely regulated liability regimes, and the UK Oil and Gas Authority 
and the Department of Business, Energy and Industrial Strategy 

have issued extensive guidelines clarifying how retirement costs 
are assessed and assigned in a proportionate manner.  

 

In both the UK and the US, the principle of joint and several liability 
applies. While responsibility to bear the cost of decommissioning  

generally resides with the current or most recent operator, it may 
be shared along the whole chain of entities that have benefitted 

from the site, including current and past operators, licensees and 
asset owners, and their subsidiaries.  

Companies are conscious of the potential to be caught up in joint 

and several liability if entities they have sold assets to go bankrupt . 
As a result, in some geographies, such as US waters in the Gulf of 

Mexico, they seek to protect themselves by carefully vetting buyers 
and setting up assurances, such as special trust funds and 
guarantees (see next section).  

The purpose of holding companies jointly and severally liable is so 
that other liable parties can be found to shoulder the financial 

burden if the current operator goes bankrupt, ceases to exist or is 
unable to meet the cost of the retirement obligation. The aim of this 

to contain the cost of decommissioning within the industry, while  

mitigating risks to government finances. Norway has a similar 
contingent liability system, while in contrast the Netherlands  

features a more limited form of liability, where past owners are not 
responsible for decommissioning costs.  

In many emerging markets (EMs), where the relevant policy 

frameworks are still nascent and little to no decommissioning has 
occurred, liability can be unclear and is often handled on a case-by-
case basis. 

 

Large Financing Gap for Decommissioning 
When issuing O&G exploration and production licences, 
governments do not usually require companies to set aside funds 

upfront to cover the cost of future decommissioning, although cash 
deposits are sometimes made.  

Instead, various forms of assurance may be required. For example, 

in Brazil, companies are required to provide financial guarantees, 
such as letters of credit or an insurance guarantee, while in other 

countries, proof of adequate liquidity may be required. In the US, 
‘surety bonds’ are commonly used (see Appendix 2). These  are akin 

to a line of credit supplied by a surety bond provider that the 
regulating entity – such as a national or provincial/ state 

government – can claim against in the event that O&G company  
fails to honour its P&A obligations. The O&G then repays the bond 
provider plus fees and interest.  

In some jurisdictions, including Azerbaijan, Kazakhstan and 
Vietnam, contracts often require companies to establish an 

0
2
4
6
8

10
12
14

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

-2
0

2
1

a
ve

ra
g

e

(USDbn)
Europe North America Asia Rest of world

Note: By year of production ceasing
Source: Sustainable Fitch, Rystad Energy

Offshore O&G Decommissioning Costs
Costs incurred by O&G companies due to decommissioning obligations

AROs in the Financial Statements of O&G Companies  

In the O&G sector, AROs arise as the result of an unavoidable 
liability for the costs of returning a long-lived, tangible asset to 
its original condition upon disposal and retirement.  

For an ARO to exist, there must be a legal requirement – 
whether by law or a contractual agreement between the O&G 

company and host government – that decommissioning needs 
to occur. Once an ARO is identified, it should be reflected in the 
company’s financial statements.  

The obligation should initially be recognised at fair value using 
a present value technique, reflecting the costs a third party 

would incur in retiring the asset. For O&G assets, this typically 
involves removing production equipment, plugging wells, 

removing and cleaning supporting facilities, and restoring the 
site. 

Revised estimates of the amount or timing of cash flows needed 

to settle the liability should be indicated by amending the 
carrying amount of the liability and the associated asset. The  

discount rate used also has an important impact on the size of 
the liability (rising rates decrease its amount and vice versa). 

Recent legislative developments in countries seeking to 

strengthen their O&G recommissioning policy frameworks   
could therefore give rise to AROs for O&G companies where  

none existed before, or alternatively warrant reassessments of 
the scale and timing of companies’ retirement-related liabilities. 
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‘abandonment fund’ in an escrow account and make regular 
contributions to it during the life of the project.  

However, there is growing concern among research organisations 
and environmental groups that the true cost of decommissioning  

will dwarf the amounts pledged through such special funds or 
guarantees. Carbon Tracker estimates that, in the Outer 

Continental Shelf (OCS) of the Gulf of Mexico, less than 10% of the 
costs associated with future P&A operations are covered by surety  
bonds or equivalent.  

With very limited provisions made in terms of surety bonds or other 
guarantees, companies’ ability to meet the full costs of retirements  

for which they are liable – which may be higher than expected in 
jurisdictions where joint and several liability applies – will largely 
depend on their financial position at the time of decommissioning.  

While many O&G companies currently have strong liquidity and 
high profitability, Fitch’s Climate.VS indicate that the sector could 

face rising credit vulnerability in the 2030s and 2040s due to rising 
climate transition risk, although this is likely to be less severe for 
companies with well-articulated transition strategies.  

Risk to Public Finances Prompts Policy Changes   

Where companies face considerable difficulty in meeting their 
decommissioning obligations, there is a risk that part or all of the 

costs could fall on national and local governments and agencies. In 
future decades, this would come as tax revenues from the O&G 

sector are likely to be waning. Research by Fitch Ratings points to 
acute risks for several EMs with high dependency on fossil fuels 

rents and limited prospects for economic diversification, notably 
Iraq (where fossil fuels rents are 46% of GDP), Angola (26%) and 
Nigeria (10%). 

The prospects of these financial risks materialising may prompt 
policy changes in the coming years. Australia has already adopted a 

revised regulatory framework that specifically aims to protect 
public finances from underfunded decommissioning liabilities in the 

O&G sector. These new measures expand government powers to 
hold former titleholders and related entities liable, including  

powers to call back companies to undertake remediation activities, 
and enhance the authorities’ oversight and information-gathering  
powers.  

Governments may enhance their assurance requirements and 
tighten rules around companies’ liability for retirement and 

remediation as the pace of decommissioning increases and the scale 
of the costs involved of becomes clearer and more urgent. Even so, 

it is likely that there will be instances where provisioning remains 
inadequate or underdeveloped regulation and limited enforcement 

mechanisms mean the clean-up costs will ultimately fall on 
governments and taxpayers.   

Sustainable Finance Options for 

Decommissioning    

Given the limited amounts set aside or provided for through 
guarantees to fund decommissioning, coupled with vulnerabilities 

facing the sector in the coming decades, the question remains 
whether there are other routes for financing O&G asset 

                                                                                           
1 https://www.climatebonds.net/standard/taxonomy 

retirements and related environmental remediation activities. The  

growth of sustainable finance offers opportunities, but none of the 
typical financing channels provides straightforward solutions.   

Eligible Uses of Proceeds 

One possibility is raising financing through labelled bonds. For GSS 

bonds – debt instruments where funds raised are exclusively for 
financing or refinancing eligible projects – several activities related 

to the removal of abandoned O&G installations and restoration of 
the surrounding environment could be considered eligible uses of 

proceeds (UoP) for debt issued by companies, governments and 
other entities operating in or regulating the O&G industry.  

Both the EU taxonomy of sustainable activities – the classification 

system underpinning the EU Green Bond Standard – and the 
voluntary Green Bond Principles developed by the International  

Capital Market Association (ICMA) include ‘pollution prevention 
and control’ as a specific objective and an eligible UoP. In future, this 

could facilitate issuance of sustainable debt to finance projects  
involving, for instance, the removal of onshore O&G structures or 

the restoration of contaminated soils surrounding onshore gas 
wells as part of remediation projects.  

While it should be noted that O&G decommissioning is not itself 

specifically mentioned, the ICMA does identify recycling and re-use 
of products as an example of an eligible activity, which could be 

interpreted to include repurposing of equipment and materials 
from O&G structures.  

Several peripheral activities that form part of environmental  

remediation could similarly be eligible under the C limate Bonds  
Initiative’s (CBI) Climate Bonds Standard (a certification scheme for 

bonds and loans featuring criteria consistent with the 2°C global 
warming limit outlined in the Paris Agreement). Examples include  

‘land remediation and clean up’ and certain projects involving 
nature-based solutions (provided additional criteria are met). 

However, it seems unlikely that unlikely that the CBI would certify  
debt issued for financing the core aspects of O&G decommissioning  

– its taxonomy lists clean-up of fossil fuel energy as being ‘not 
eligible’1.     

That said, this remains a largely untested area for sustainable debt. 

GSS bonds that have been issued by O&G companies to date have 
tended to be for the purpose of financing the development of new 

business areas (e.g. in renewable energy) or energy ‘efficiency 
enhancement’ projects – and have been met with a mixed response  

from the market. For example, a EUR500 million green bond issued 
by Spanish oil company Repsol, S.A. in 2017 to investment in 

upgrades to its refining facilities was described as ‘fundamentally 
dubious’ by the CBI and excluded from many of the main green bond 
indices.  

Sustainability-Linked Bonds Offer Alternatives 

SLBs that are not tied to a specific UoP, but instead feature targets 

linked to key performance indicators (KPIs) could provide another 
route, given the greater flexibility in how funds can be used. Among  

the 19 KPIs, which, if missed, trigger a financial penalty, for the 
energy sector included in the ICMA’s SLB KPI registry, three  

concern carbon emission reductions, while two pertain to reduction 
of methane and other toxic gasses. Indeed, the few SLBs issued in 
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the O&G sector in recent years (e.g. by Eni, NRG Energy and 
Tamarack Valley Energy) have featured emissions-related targets.   

The safe dismantling of O&G installations could help O&G issuers 
to meet emissions-related KPI targets if it leads to a reduction in the 
overall scale of the company’s fossil fuel business.  

Uncertain Demand for ‘Retirement’ Green Bonds  

Even so, it is unclear if O&G companies will issue GSS bonds and 
SLBs for financing asset retirement and related clean-up activities 

on anything like the scale that would be required – and questions  
remain regarding levels of investor appetite. Investors with strict 

ESG mandates already apply negative screening criteria to the O&G 
and other fossil fuel sectors, while activist and sustainability-

themed investors are likely to be highly cautious about SLBs where  
the end use of the funds is not explicit, and financing raised may 
ultimately contribute to extending the life of the fossil fuel industry.  

The same hesitancy would not necessarily apply to labelled bonds  
issued by sovereigns and sub-sovereigns, which may face rising 

clean-up costs in cases where regulatory regimes and enforcement 
mechanisms remain underdeveloped (particularly in EMs) or where  

the O&G industry is financially unable to cover the full costs of 
retirement and related environmental remediation.   

Other Sources of Retirement Funding 

Bank lending could provide a further source of financing for O&G 
decommissioning, given the growing focus on decarbonisation by 

lenders amid the emergence of such initiatives as the Net Zero 
Banking Alliance (NZBA) and Net Zero Asset Managers Initiative. 

Established in 2021, the NZBA is a group of banks representing  
around 40% of global banking assets who have pledged to align their 

lending and investment portfolios with pathways for achieving net 
zero emissions by 2050. This would necessarily entail the phasing-

down of fossil fuels, and by extension, require swifter retirement of 
production assets by O&G companies.     

Again, the relationship between financing O&G decommissioning  

and banks’ decarbonisation ambitions is not straightforward. 
Lenders with the most forceful decarbonisation policies on lending 

to O&G companies, such as La Banque Postal, Commerzbank and 
Danske Bank, may be ill-placed to provide financing for dismantling 

O&G installations since their policies already exclude the provision 
of financing services to upstream projects and assets. Providing any 

such services, even for the purposes of supporting  
decommissioning, could undermine their stated aim of retreating  
from lending to the sector and curbing their financed emissions.     

Many other large banks, of course, have less prescriptive policies or 
are not members of NZBA, and could be well placed to provide or 

arrange loan financing for O&G companies to conduct 
decommissioning projects. Several prominent private credit 

investors, such as Carlyle Group, Blackstone and EQT, are also 
paying more attention to ESG themes and the energy transition, but 

without the restrictive policies increasingly applied by NZBA-
affiliated banks.  

A class of potentially well-suited instruments are SLLs. These are 

instruments where the terms of the loan are contractually tied to 

                                                                                           
2 https://ir.div.energy/us-press-releases/detail/140/sustainability-linked-
loan-amendment 

the sustainability performance of the borrower (rather than a 

specified UoP), represented through KPIs or sustainability 
performance targets (SPTs). Like SLBs and transition bonds, SLLs’ 

inherent flexibility means they can be useful for financing projects  
in carbon-intensive industries that struggle to access other sources  
of sustainable finance.  

 

Although lending to O&G companies amounted to just 2.5% of SLLs 

between 2017 and 2022, according to data from Environmenta l  
Finance, consumer, investor and regulatory pressure to 

decarbonise their business mixes could see more O&G companies  
seek support through SLL financing.  

These loans to O&G companies have tended to feature KPIs  

involving reducing negative environmental impacts or improving  
the carbon efficiency of existing operations and supply chains. 

Prominent examples include Italian major Eni’s EUR6 billion SLL 
signed in July 2022, which involves Scope 1 and 2 emissions targets 

affecting its upstream business, and the USD77 million SLL 
extended by Riverstone Capital Partners to pipeline operator EPIC  

Propane Pipeline LLC in October 2022, which includes a KPI to 
reduce methane leaks from its O&G pipelines.  

There are early signs that financing of decommissioning itself could 

increasingly become a theme for KPIs/SPTs. In August 2022, US 
firm Diversified Energy announced an agreement with its lenders, 

led by KeyBank, which will see the company’s USD300 million 
revolving credit converted to an SLL and include an explicit SPT to 

have ‘asset retirements above current levels’2. The arrangement 
could provide a model for similar loan arrangements. 

High Cost and Complexity of Retiring 

Offshore Assets  
The type of asset has a significant bearing on the amounts needed 
to fund its decommissioning. Generally, offshore O&G sites are 

considerably costlier to retire than onshore installations due to the 
much larger size of individual structures – they can reach depths of 
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more than 3,000 metres and weigh tens of thousands of tons. 

Moreover, they are technically highly complex to dismantle, part of 
which takes place at sea, and can involve the deconstruction of 

substantial subsea infrastructure, notably in the case of Sea Star 
Tension Leg and SPAR platforms.  

 

Decommissioning costs increase steadily depending on the depth of 

the installation. Research by Columbia University indicates that, in 
the US context, for each about 30 metres of underwater depth, the 

cost per foot increases by around USD32.2 (although sites with 
subsea completions can be considerably costlier). Reflecting this, 

total P&A liabilities for existing active and inactive wells total 
USD36.1 billion in federal deep waters compared with USD8.4 

billion in shallow waters (for context, US O&G companies posted 
USD73.7 billion in profits in 2021)3.  

Weather conditions, geographical particulars of the site, type of 

installation, local operating cost conditions (including labour costs) 
and regulatory requirements also influence P&A costs. For a 

platform with a topside weight of 1,500 tonnes in 60 metres of 
water with four piles, the typical cost per platform can range from 

USD9.1 million in south-east Asia to USD22.4 million in the North 
Sea, according to Rystad Energy. 

OSPAR Convention countries typically require the entire structure  

to be removed whereas in other jurisdictions submerged structure s  
are allowed to remain in place, which reduces overall 

decommissioning costs. These sub-sea structures are sometimes 
then re-purposed as environmental habitats for marine life as part 

of rigs to reefs (RtR) initiatives. In addition to the US, successful RtR 
programmes have been implemented in Brunei Darussalam and 
Malaysia4.  

                                                                                           
3 Original modelling work expresses parameters for calculations in feet.  
https://www.energypolicy.columbia.edu/research/report/considering-

 

 

Near-Term Focus on North Sea  

In the next few years, the North Sea – where the largest producers  
include Harbour Energy, TotalEnergies, BP p.l.c., Shell and Spirit 

Energy – is likely to see the highest expenditure on  
decommissioning projects. This is due to the large number the oil 

fields – nearly 2,700 wells are due to be retired by 2030 – and the 
age of the installations (many are over 30 years old).  

Rystad Energy forecasts that the region’s decommissioning  

expenditure will reach USD17 billion by 2024 (as against total oil 
revenue of around USD78 billion in 2021), compared with USD5.7 

billion in the US to the same point. Over the longer term, the total 
cost of decommissioning for the UK O&G sector alone is likely to 

federal-program-permanently-plug-and-abandon-offshore-oil-and-gas-
wells 
4 https://www.sciencedirect.com/science/article/pii/S0964569118304484 
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Source: Sustainable Fitch, Oil & Gas UK

Shared of Estimated Decommissioning Expenditure 
(2021-2030)

Technical Process for Decommissioning Offshore O&G 
Installations  

While the details of individual P&A procedures can vary 

considerably, in general offshore  decommissioning involves the 
following steps:  

• Well is shut off, preparatory cleaning is conducted and 
mechanical plugs are installed. 

• Tubing is removed and ‘primary’ and secondary’ barriers  
are installed to protect the reservoir against ocean 
pressures and to prevent leakages. 

• A ‘surface plug’ is installed to seal the well and conductor 

and casing strings that may interfere with marine life are 
retrieved. 

• Where required, the platform is severed from the seabed 
and transported to a disposal site. 

• Final site clearance takes place to ensure remaining debris  
potential instructions are removed. 

Source: Torbjørn Vrålstad et al. in Journal of Petroleum Science 
and Engineering.  
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exceed USD 50 billion, according to the UK North Sea Transition 
Authority (NSTA).  

While the North Sea has a highly developed decommissioning  
industry that has introduced innovations and efficiencies into the 

P&A process, supply chain challenges and inflationary pressures  
could push costs higher. In 2021, for instance, the average cost of 

decommissioning per well in UK waters was 30% higher than 
planned – although the impact of this on companies’ financial 
profiles has been offset by elevated oil and gas prices5.  

  

The UK will account for around two-thirds of North Sea wells set to 

be decommissioned by 2030, with Shell’s Brent Fields project the 
largest decommissioning scheme globally, involving P&A of 146 

wells. According to the latest modelling by the NSTA, the North Sea 
area will see average decommissioning expenditure rise from 

GBP1.5 billion-GBP2.0 billion a year over to 2022-2024 to GBP2.5 
billion by the late 2020s.  

As a result, the NSTA says that the ratio of abandonment and 

decommissioning expenditure to operating expenditure for O&G 
companies operating in the UK Continental Shelf may rise from 

around 10% to over 30% in the next 10 to 20 years. However, this 
also reflects that opex has been falling, a trend that we expect to 
continue.  

Deep Water in the Gulf of Mexico Raises Costs  

The Gulf of Mexico – where Shell, bp and Chevron accounted for 
86% will of the region’s 1.6 million barrels per day oil production – 

will be a key site for offshore decommissioning, accounting for the 
vast majority of offshore P&A liability in the US (the remainder are 

along the Pacific coast). The region also features an established 
decommissioning industry, and between 150 and 250 structure s  
have been removed each year since the 1980s.  

In the coming years, the number of retirements is likely to rise, and 
cost per project increase as more P&A activity takes place in deeper 

water – the oldest structures tend to have been developed in 
shallower water nearer the coast, but over time wells have been 

constructed further out – with the Bureau of Ocean Energy  
Management putting total decommissioning costs in the Gulf of 
Mexico over the next decades at USD34 billion-USD48 billion.  

                                                                                           
5 https://www.nstauthority.co.uk/news-
publications/publications/2022/ukcs-decommissioning-cost-estimate-2022/ 

Decommissioning in Emerging Markets Faces Financing 
Challenge 

Decommissioning activity in EMs has been fairly limited, given the 

generally younger assets, lower cost operating environments and 
looser regulatory pressure. Brazil has seen a handful of P&A 

projects (equivalent to about 5% of its total offshore platforms), 
while Angola, Thailand and Indonesia are undertaking their first 
decommissioning programmes.  

However, the scale of O&G asset retirements is likely to rise 
substantially. Analysis by Boston Consulting Group suggests tha t, 

by 2038, the Arabian Gulf will have 1,000 offshore structures that 
will be no longer economically viable, while Latin America will have 

700 and west Africa 500. Another recent study put the P&A liability 
in Nigeria alone at USD9 billion6. In EMs, costs would likely be borne 

by state-owned enterprises (SOEs) and governments, while  
questions remain regarding how thoroughly remediation would be 

given varying stringency of regulations, raising the prospect of 
environmental risks.   

 

Eager to attract foreign direct investment, in many cases EMs have 

offered generous tax treatment to companies in contracts, and in 
general have underdeveloped regulatory frameworks for managing 

– and assigning – liabilities for decommissioning. It is common for 
EMs to reimburse companies for 40%-50% of decommissioning  

costs (over 80% in the case of Nigeria). This could create financial 
challenges, particularly in countries with already wide fiscal deficits 
and high levels of dependence on O&G-related revenue.  

With decommissioning likely to ramp up in the coming decades, 
attention will turn to financing mechanisms that are appropriate for 

the EM context. As discussed earlier, sovereign GSS bonds and SLBs 
– issuance of which has risen sharply in recent years – could attract 

interest from ESG investors who would otherwise be cautious  
about green bonds issued by O&G companies. Of the GSS bonds  

issued by EM sovereigns and included in the MSCI EM sovereign 
index, none exclusively were issued on the basis of a UoP where  

pollution prevention and control was the primary UoP, although in 
around 17% of cases it was listed as a secondary use   

In addition, blended finance arrangements, along the lines being 

developed to fund early decommissioning of coal power in EMs  

6 https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3663048 
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could provide another model for financing the retirement of O&G 

installations. These Just Energy Transition Partnerships (JETPs ) 
involve a mix of grants and concessional loans from DMs and 

multilateral lenders to ‘de-risk’ projects with a view to scaling up 
private-sector investment in power sector decarbonisation.  

However, while the JETPs have gained much attention, they have 

proven difficult to negotiate given the multiple stakeholders  
involved and ongoing concerns regarding governance standards at 

SOEs. In addition, it is unclear how they could be tailored to the 
O&G sector, which typically features a much larger number of 

smaller assets compared to the coal power industry, thus making 
any wide-ranging decommissioning programmes significantly more 
complex.    

Technical Challenges of Decommissioning Create Hazards 

While the decommissioning of offshore O&G assets is generally 
positive for the environment, the process is not without risk.  

Scientific studies have found that the dismantling of subsea 
structures can release toxic contaminants and radioactive material 

into the surrounding area, with negative impacts on fish 
populations, marine bio-organisms and the wider ecosystem7.  

In addition, the transportation of platforms and jacket structures is 

technically challenging given their size, and there have been several 
incidents where, in rough weather, structures have capsized while  

being towed, resulting in environmental damage and, in some cases, 
human fatalities. Rigs have also broken free during towing – as 

demonstrated by the Transocean Winner incident in 2016, when a 
17,000-tonne platform ran aground on the Isle of Lewis in the UK, 

resulting in leakage of fuel and debris polluting the surrounding  
area, with negative impacts for the environment and local tourism.     

Undersea pipelines present further environmental hazards as they 

often contain contaminants, degrade over time and – outside the 
OSPAR Convention countries – are subject to limited regulatory  

oversight. As a result, pipelines tend to remain in place. According  
to the US Government Accountability Office, 97% of 

decommissioned pipeline mileage has remained in place on the Gulf 
of Mexico seafloor since the 1960s, while in Nigeria, pollution from 

degraded oil pipelines has damaged ecosystems and communities ’  
livelihoods in the Niger Delta for years.   

Onshore Wells Present a Complex Financing 

Challenge  

Costs per well tend to be lower for decommissioning onshore  
compared to offshore assets, reflecting the smaller scale of 

individual wells and structures, and the simpler technical process  
involved in onshore P&A. The latter typically involves identifying 

and addressing surface leaks, cleaning the wellbore, sealing the 
wellbore (often with a cement plug), and removing surface 

infrastructure and equipment. According to research published in 
Environmental Science & Technology, the median cost – based on 

analysis of 19,500 wells in the US – is USD20,000 per well, rising to 
USD76,000 when environmental remediation costs are included8.  

                                                                                           
7https://www.tandfonline.com/doi/full/10.1080/10643389.2021.191794
9?scroll=top&needAccess=true 
8 https://pubs.acs.org/doi/10.1021/acs.est.1c02234 

However, as with offshore assets, costs increase with depth, and in 

some cases P&A costs for a single well can rise to over USD1 million. 
Other factors influencing costs include the well’s age (older wells 

may be more degraded, so require more extensive remediation), 
local regulations and topography, and the type of well. Shale gas 

wells in particular entail higher P&A costs given their depth (about 
3,000 metres on average) and horizontal orientation. That said, 

shale wells also tend to have higher volume and be more profitable, 
potentially mitigating the impact of remediation costs on operators ’ 
financial profiles.  

Taken as a whole, the sheer quantity of onshore wells means overall 
decommissioning costs could exceed those for offshore assets in 
the coming decades.   

North America in Focus 

Concern regarding the scale and costs of onshore decommissioning  
is most acute in North America given the age and large number of 

inactive wells. Carbon Tracker says there are about 2.6 million 
documented onshore wells in the US. Were these to be plugged, it 

estimates it would cost about USD288 billion in total. However, in 
reality P&A on these sites is likely to be piecemeal – given uneven 

regulations and inconsistent enforcement – and take place over 
many years, with varying impacts on the financial profiles of the 

responsible entities, depending on their level of liability, prevailing 
commodity prices and cash flow considerations.  

Canada also faces a substantial P&A burden, given its 650,000 

wells, according to the Institute for Energy Economics and Financial 
Analysis (IEEFA). Around 80% of the entailed AROs in Canada are 
linked to assets in the province of Alberta.  

 

One reason that P&A has not taken place at many inactive sites is 
that unused wells can be classified as temporarily abandoned, 

implying production may resume at a future date. This incentivises 
companies to delay formal decommissioning – and the associated 

P&A costs – by claiming temporarily abandoned or similar status. 
Indeed, there were 371,470 documented and approved ‘idle’ wells 

in reporting US states and Canadian provinces as of December 
2020, according to the Interstate O&G Compact Commission 
(IOGCC).  

Under different jurisdictions’ rules, these wells can theoretically  
stand idle for a set number of years, although beyond certain 
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thresholds they are obliged to be decommissioned. Assuming  

retirement occurs, the amounts pledged through financial 
assurance are far from adequate to cover current and future AROs  

implied by recent decommissioning cost estimates. These ‘bonding  
rules’ vary significantly by state, with some setting the minimum 
coverage as low as USD1,500-USD2,500 per well. 

Most states also make provisions for blanket coverage, where a 
given amount can provide assurance for several wells, potentially 

resulting in even lower per-well coverage. In general, states with 
the highest numbers of idle wells needing to be retired face the 

largest assurance gaps, although even those with smaller numbers  
of idle wells, such as Indiana and Utah, also feature significant 
underfunded liabilities.  

Canadian regulators have recently adopted a mechanism to help 
manage liability risks that requires companies to pay a security  

deposit to cover retirement and remediation costs. However, as of 
October 2021, Alberta had just CAD237 million in ‘security on 

hand’, leaving a potential CAD642 million funding gap by 2025, 
according to the Canadian Federal Parliamentary Budget Office 

(PBO)9. Moreover, the Canadian IEEFA has warned that the full cost 
of decommissioning wells could be several multiples higher than is 
reported in company statements.  

  

Plugging Orphan Wells Will Be Costly   

Of the total documented idle wells in the USD and Canada listed by 
the IOGCC, 26% are ‘orphans’ – assets for which the operator is 

unknown or insolvent. Where decommissioning and remediation of 
these orphan wells proceeds, it could create significant logistical 

and administrative challenges for federal/national and sub-national 
authorities, who may feasibly also bear some or all of the resulting  
costs.  

It should be noted that, in addition to documented orphan wells, 
there is, in addition, a potentially a much larger pool of orphan wells 

that remain undocumented due to historical gaps in official record 
keeping. These undocumented orphan wells could pose substantial 

practical difficulties for governments and official bodies that step in 
to organise clean-up projects, while in the interim creating ongoing 

environmental hazards. The IOGCC estimates there are 310,000 -

                                                                                           
9 https://distribution-a617274656661637473.pbo-
dpb.ca/44de649e994977a9771ff83959ba6b9563f5c1352ec3ba4f83c4d
256f40a6b41 

800,000 undocumented orphan wells in the US, while the federal 

Environmental Protection Agency puts the figure at 1.2 million. If 
these were plugged, whether by public or private sector 

organisations, it would probably cost upwards of USD24 billion 
(based a lower median cost estimate of USD20,000 per well), likely 
spread over many years.  

Orphan wells similarly pose a challenge in Canada, rising from 700 
to 8,600 in Alberta, and from 300 to 1,500 in Saskatchewan 

between 2010 and 2020. The Canadian federal PBO warned in a 
2022 report that the entailed clean-up costs ‘pose a risk’ to federal 
and provincial fiscal balances.   

Direct Budget Funding for Decommissioning 

Amid growing recognition of the challenge posed by orphan wells, 
US states and Canadian provinces have ramped up P&A 

programmes in recent years, with the result that overall plugging 
and environmental remediation activity has risen. Several states 

have allocated dedicated budget resources to undertake P&A on 
wells abandoned by O&G companies – for instance North Dakota, 

which in 2020 announced it will allocate USD 66 million to plug 239 
sites and restore 2,000 acres of land, using federal funds allocated 
as part of the state’s coronavirus economic relief package .   

States have also introduced grants and incentives to encourage  
land owners, O&G operators and private contractors to retire  

orphan wells for which they are not directly responsible, in some 
cases receiving liability relief for their own sites. Some are also 

increasing the powers of their enforcement agencies to ensure  
O&G companies pay the bulk of plugging, mitigating risks to public 

finances. In Canada, Alberta has established the Orphan Wells 
Association (OWA) to coordinate and expedite plugging projects.  

 

Moreover, in the US P&A activity is likely to accelerate as a result of 

federal funding being allocated to states for orphan well 
programmes under the Bipartisan Infrastructure Law, which 

allocates USD4.7 billion for such programmes over the coming  
years. Canada launched similar scheme in 2020, distributing  

CAD1.7 billion to Alberta, Saskatchewan, British Columbia and the 
OWA.  

That said, these federal programmes only cover a fraction of the 

total estimated clean-up costs and it is likely that subnational  
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authorities will increasingly bear some of the financial burden . 

Indeed, the Ohio Department of Natural Resources notes that of 
the USD634 million the state plans to allocate for plugging 

programmes to 2035, only USD326 million will come from the 
federal Infrastructure Law.   

Role of Green Municipal Debt May Increase 

Where states and local governments are seeking to increase their 

expenditure on orphan well clean-up programmes, it is feasible that 
they could turn to the sustainable debt market for financing. 

Issuance of sub-national GSS bonds or ‘green muni bonds’ by local 
and state governments and other public subnational organisations 

has increased significantly in recent years as these entities have 
capitalised on rising investor demand for sustainable debt to fund a 

range of ESG-aligned projects, from social housing to renewable  
energy programmes.  

Under most green bond standards, orphan well clean-up projects  

would fall under the ‘pollution prevention and control’ UoP. Where  
the end result is clearance of the site and restoration of the 

surrounding environment, the debt is likely to take the form of 
general obligation bonds, which are supported through the general 

revenues of the issuer, since the site or project itself would not itself 
be revenue-generating. Of the total GSS municipal bonds issued 

between 2017 and 2022, only 5.6% listed pollution prevention and 
control as a UoP, according to Environmental Finance data, 
although this could rise. 

In cases where muni issuers take it upon themselves to 
decommission larger O&G sites and then repurpose them, they may 

instead issue revenue bonds, where the debt is supported with 
income generated from the project. An example of this wold be 

conversion of the site for a renewable energy plant: 7.4% of GSS 
muni bonds issued between 2017 and 2022 list ‘renewable energy’ 

under their UoP, although it is unclear what proportion, if any, were  
the result of repurposed O&G sites.   

Progress on P&A, but Environmental Risks 

Remain 

With potentially well over a million orphan wells to be plugged 
across North America, even a steady rise in P&A from recent levels 

(in 2020, around 25,000 and 8,000 wells were plugged in the US and 

Canada, respectively) would mean abandoned sites continue to 
pose threats to communities and the local environment – including  

as a result of groundwater contamination and leaks of hazardous  
gases, such as hydrogen sulphide10.     

Leakage of methane, in particular, is a rising policy concern given its 

environmental and public health impacts, and contribution to global 
warming: methane has over 80 times the warming potential of CO2 

over a 20-year period (and 30 times over 100 years) and it is the 
second-most prevalent GHG. According to the US Environmenta l  

Protection Agency, unplugged wells emit 100kg of methane a year 
on average, compared to 1kg for plugged wells, and in 2020, 

abandoned O&G wells in the US emitted 276,000 tons (or 6.8 
million metric tonnes of carbon dioxide equivalent) of methane – a 
6% increase from 199011.  

 

 

The US and Canada – along with 108 other countries – have signed 
the Global Methane Pledge announced at COP 26 in Glasgow, 

under which signatories are obliged to reduce methane emissions 
by 30% by 2030 from 2020. Both countries are tightening 

regulations with a view to curbing methane emissions as part of 
their wider emissions reductions plans, but even so this remains a 

challenging target given the still limited scale of plugging 
programmes relative to the number of abandoned onshore O&G 
wells in the region.   

  

                                                                                           
10https://www.sciencedirect.com/science/article/abs/pii/S004896972200
5836 

11 https://www.epa.gov/system/files/documents/2022-04/us-ghg-
inventory-2022-main-text.pdf 
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Appendix 1: Emissions Reductions Targets of Selected O&G Majors 

Company Scopes/ Details 

bp  • Net zero on absolute basis (Scope 1 & 2) across all operations by 2050, 50% reduction by 2030 (2019 baseline) 
• Net zero on absolutely basis in upstream O&G (Scope 3) by 2050, 20% reduction by 2025 (2019 baseline) 
• Net zero carbon intensity of energy products sold by 2050 
• 50% reduction in methane intensity of production, 15-20% reduction in lifecycle carbon intensity for products sold 

Chevron • Net zero on absolute basis (Scope 1, 2 & 3) by 2050 

• Reduce emissions intensity by more than 5% by 2028 
• 50% methane intensity reduction by 2028 

Eni • Net zero on absolute basis (Scope 1, 2 & 3) by 2050, 35% by 2030 (2018 baseline)  
• Net zero carbon intensity for Scope 1, 2 & 3 by 2050, 15% reduction by 2030 (2018 baseline) 
• Net zero Scope 1&2 by 2035, 40% reduction by 2025 (2018 baseline) 

• 80% reduction of upstream fugitive methane by 2025 (2014 baseline, achieved in 2019)  

ExxonMobil • Net zero (Scope 1 & 2 for operated assets by 2050) 
• 15-20% reduction in emissions intensity of upstream operations by 2025 
• 40-50% reduction in methane intensity by 2025 

Shell • Net zero carbon intensity (Scope 1, 2 & 3) by 2050, 20% by 2030 (2016 baseline)  
• Net zero on absolute basis (Scope 1 & 2) by 2050, 50% reduction by 2030 (2016 baseline) 
• Net zero on absolute Scope 3 by 2050 (2016 baseline) 
• Methane emissions intensity below 0.2% by 2025 

TotalEnergies • Net zero (Scope 1 & 2) for operated facilities by 2050, 40% reduction by 2030 (2015 baseline) 

• Net zero Scope 3 by 2050, no increase in absolute Scope 3 by 2030 from current levels 
• Net zero Scope 1, 2 & 3 in Europe by 2050, 30% reduction by 2030 (2015 baseline)  
• 30% reduction of methane emissions by 2025 by 2025, 80% reduction by 2030  

Source: Sustainable Fitch, Fitch Ratings, company disclosures 
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Appendix 2: US and Canadian Onshore P&A 
Assurance Requirements and Public Funds 

State/province 

Single well 
minimum 

assurance  
(USD) 

Multiple well 
blanket 

assurance  
(USD) 

Dedicated 
plugging fund? 

Alabama 5,000 100,000 Yes 

Alaska  400,000 No 

Arizona 10,000 25,000 No 

Arkansas 3,000 25,000 Yes 

California 25,000 200,000 Yes 

Colorado 10,000 60,000 Yes 

Idaho 10,000+1/ft 50,000 No 

Illinois 1,500 25,000 Yes 

Indiana   a 

Kansas 0.75/ft 7,500 Yes 

Kentucky 2/ft 20,000 Yes 

Louisiana 2/ft 50,000 Yes 

Maryland   No 

Michigan 20,000 100,000 Yes 

Mississippi 20,000  Yes 

Missouri 1,100 22,000 Yes 

Montana 1,500  Yes 

Nebraska   Yes 

Nevada   No 

New Mexico  50,000 Yes 

New York 2,500 25,000 Yes 

North Dakota   Yes 

Ohio   Yes 

Oklahoma 25,000 25,000 Yes 

Pennsylvania 2,500  Yes 

South Dakota   No 

Tennessee 2,000 20,000 Yes 

Texas  25,000 Yes 

Utah 1,500 15,000 Yes 

Virginia  25,000 Yes 

West Virginia 5,000 50,000 Yes 

Wyoming 10/ft  No 

Alberta None  Yes 

British Columbia Case-by-case  Yes 

Northwest Territories   No 

Saskatchewan CAD10,200  Yes 

Yukon Case-by-case  No 

a = Unclear. Blank spaces indicate state or province does not indicate a minimum 
amount. Caveats apply 
Source: Sustainable Fitch, IOGCC. For full details see IOGCC’s Idle and Orphan Oil 

and Gas Wells. 

 

Appendix 3: Offshore Decommissioning 
Requirements in Selected Markets  

 
Financial 
assurance 

Environmental 
liabilities 

Removal 
requirements  

US Supplemental 
bond (or 
equivalent) 
required at a level 
determined by 
local authority 

Oil spill financial 
responsibility  

Partial removala 

UK Government may 
request proof of 
funds available for 
decommissioning  

Fine for oil 
pollution (not to 
exceed a statutory 
minimum) 

Complete removal  

Australia Environmental 
plan approval 
dependent of 
proof of financial 
assurance  

Improper disposal 
may incur 
penalties 

Partial removala  

Brazil Concessionaries 
must issue a 
guarantee 

Operator liable for 
all environmental 
damages; may 
incur penalties 

Complete removal 
of above-seabed 
structures in 
shallow water 

Netherlands Amount to be 
determined by the 
responsible 
government 
minister  

Minimum 
EUR250.000 fund 
required for 
remediation  

Site clearance as 
per OSPAR 
Convention  

Mexico Determined on a 
case-by-case basis  

Operator liable for 
all remediation 
costs  

Not specified 

New Zealand  Must provide 
evidence of 
adequate financial 
means  

Minimum 14 
million IMF units 
set aside for 
remediation for all 
oil installations 

Subject to terms of 
an approved 
decommissioning 
plan  

a If part of an artificial reef programme 
Source: Sustainable Fitch, ICF. For full details see the US Department of the Interior’s 

Decommissioning Methodology and Cost Evaluation. 
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