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Presentation Overview

• Business framework and standards application arena

• Management of life cycle costing

• Methodology and economic evaluation measures

• Industry application examples

• Concluding remarks

New publication issued 25 Feb 2021

Translated and national adopted versions: 
- CEN version approved February 2021: EN ISO 15663
- Per 15 August 2022: Adopted by 34 CEN-countries (Europe)
- E.g. adopted in Norway in March 2021 as NS-EN ISO 15663:2021.
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https://committee.iso.org/sites/tc67/home/news/content-left-area/publications/new-publication-iso-15663--life.html


Source: Rystad Supply Chain Newsletter (February 2022)

Cost focus and need for cost management in the energy industries
- Business arena for ISO 15663 

CAGR: Compound annual growth rate

3
ONS 2022 – Standardization session 30 Aug 2022 – R. Østebø, E. Willmann, E. Montalvao, K. Woods  – Value Creation by use of the ISO 15663 Life Cycle Costing Standard 

Source: EY (Sep 2020)

https://www.rystadenergy.com/newsevents/news/newsletters/SupplyChainArchive/supply-chain-february-2022/
https://www.ey.com/en_no/oil-gas-digital-skills-survey/how-to-unlock-value-in-oil-and-gas-capital-projects-in-any-environment


ISO/TC67/WG4 “Reliability engineering and technology”

See ISO/TC67 committee webpage • Reliability and cost related ISO/TC67 standardization 
in the field of oil & gas industry, including 
petrochemical and lower carbon energy activities

• ISO 15663:2021 developed by experts from 
8 countries.

4
ONS 2022 – Standardization session 30 Aug 2022 – R. Østebø, E. Willmann, E. Montalvao, K. Woods  – Value Creation by use of the ISO 15663 Life Cycle Costing Standard 

https://committee.iso.org/sites/tc67/home/working-groups/wg4---reliability-engineering--t.html
https://committee.iso.org/sites/tc67/home/working-groups/wg4---reliability-engineering--t.html
https://committee.iso.org/sites/tc67/home/working-groups/wg4---reliability-engineering--t.html


ISO/TC67/WG4 Portfolio – Reliability and cost related standards 

• ISO 14224:2016 “Collection and exchange of reliability and maintenance data for equipment”

• ISO 20815:2018 “Production assurance and reliability management”

• ISO/TR 12489:2013 ”Reliability modelling and calculation of safety systems”

• ISO 15663:2021 “Life cycle costing”

• ISO 19008:2016 “Standard Cost Coding System for oil and gas production and processing facilities”

• ISO/TS 3250:2021 “Calculation and reporting production efficiency in the operating phase”

Source: ISO 20815:2018, Figure D.2
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Scope of the new ISO 15663:2021

• Specifies requirements for and gives guidance on application of life 
cycle costing to create value

• The life cycle costing process applies when comparing competing 
options that are differentiated by cost and/or economic value 
implications

• Guidance on the management methodology and application of life 
cycle costing in support of decision-making across life cycle phases

• Definitions of key cost terms

• Applicable for Oil & Gas industry (and also for Energy Transition, 
e.g. offshore wind)

• Replaces previous ed.1 from 2000 & 2001 (3 parts)

Content

Main part (normative)
1. Scope
2. Normative references
3. Terms and definitions
4. Application
5. Management of life cycle costing
6. Methodology

Annexes
A. Life cycle costing implementation
B. Life cycle phases
C. Life cycle costing techniques 

(normative)
D. Data input
E. Examples
F. Assessment and feedback
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Management of life cycle costing

• Main objectives
– Define the purpose of life cycle costing

– Identification relevant life cycle costing subject matters

– Communicate the objectives and role of life cycle costing 
throughout the organization 

– Achieve agreement and commitment at management level

• Three main dimensions
– Organizational capability

– Planning of activities in a specific project (Life cycle costing 
management plan – LCCMP)

– Incorporation within a contractual framework

• Life cycle costing process
– Any life cycle costing activity shall follow the 4-step process Source: ISO 15663:2021, Figure 4.

“the life cycle costing process”

The life cycle costing process
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Decision-support framework and users

Framework conditions for life cycle costing Participants - level of detail vs life cycle phases

Source: ISO 15663:2021, Figure 1 Source: ISO 15663:2021, Figure 2

ISO 15663:2021 – Life cycle costing
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Application framework

Life cycle phases

Source: ISO 15663:2021, Figure 3

Opportunity for influence vs cost of change

The establishment of the different life cycle phases 
is based on a survey amongst the major operators 
during the development of the standard
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Methodology of life cycle costing

Source: ISO 15663:2021, Figure 5.
“Sub-division of the life cycle costing methodology”

Life cycle costing scope and 

scale depend on business 

context and subject matter

Focus on cost drivers 

(main differentiators)
Life cycle costing 

techniques in Annex C

Guidance provided in 

informative annexes

Decision-making 

& criteria

Focus on differences between 

competing options
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Terms and definitions are important

Selected terms from ISO 15663:2021, Clause 3

Be aware that life cycle costing and life cycle cost (LCC) are different terms

ISO 15663:2021, 3.1.27

life cycle costing

process of evaluating the difference 
between the life cycle cost of two or more 
alternative options

ISO 15663:2021, 3.1.24

life cycle cost

LCC

LCC

total cost incurred during the life cycle

Note 1 to entry: LCC is the discounted sum of 
CAPEX, OPEX and LOSTREV, see C.6.3.3.

=
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Economic evaluation measures 
– as defined by ISO 15663:2021 

• Quantitative life cycle costing measures

• Not always calculated in full, but limited to the 
estimation of differences

• Comparison of options on a like-for-like basis

• Differences between options considered under the 
following three main elements of life cycle costing:

– CAPEX

– OPEX

– REVENUES or LOSTREV 

• Used also to determine the cost drivers

Note that issues such as HSE and Sustainability 
(e.g. Lower Carbon) can also be part of the decision criteria

ISO 15663:2021 describes the relevant 

use of ISO 19008:2016, ISO 14224:2016 and ISO 20815:2018 
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Industry application example 1 
– FPSO location

Decision context:

• 3 possible locations for a FPSO to be positioned in 
an offshore field development

Approach:

• Define cost drivers and collect data

• Experts and economic evaluations

• LCC chosen as economic evaluation measure for 
decision-making

Comparative assessment:

• Field location C (southern part of reservoir) has the 
lowest LCC
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Industry application example 2 
– Obsolescence strategy

Decision context:

• Obsolescence strategy for subsea control modules 
(SCM) identified as last time purchase of spares

• Options for last time purchase of spares based on 
– Option 1: production maximization

– Option 2: minimizing interventions 

Approach:

• Identify potential cost drivers and decide on cost 
elements to include

• Quantify cost elements and frequency of occurrence

• Agree economic evaluation measure

Comparative assessment:

• Option 2 (minimizing interventions) has highest NPV

14
ONS 2022 – Standardization session 30 Aug 2022 – R. Østebø, E. Willmann, E. Montalvao, K. Woods  – Value Creation by use of the ISO 15663 Life Cycle Costing Standard 



Concluding remarks

• The use of international standards developed by the Oil 
& Gas industry is a responsibility for this industry and 
the associated stakeholders

• Current economic conditions require attention to cost
management also in the context of HSE, sustainability 
and production assurance requirements

• The new ISO 15663 standard is a key ISO standard for 
achieving these business objectives and for unlocking 
business opportunities

• The life cycle costing process:

– provides decision-support regarding competing options

– can be used by all stakeholders (operators, contractors 
and vendors) across all life cycle phases

• Life cycle costing to be applied only when adding 
business value

See ISO 15663:2021, Figure C.2
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For further information, see also: OTC-31203-MS – Value Creation and Cost Management by use of the New ISO 15663 Life Cycle Costing Standard (2021)
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