
        gas unloading licences -Guidance for applicants 

This note is intended to be used as guidance for applicants and sets out how to complete, support and submit an application. Our website (http://www.og.decc.gov.uk) carries pointers to other useful information, including general information about the Licensing system and the availability of technical data.

If you have any further queries, or need clarification of anything discussed here, there is a list of Contacts at the end. 

1) Anyone who wants to construct and operate a methane unloading installation in the UK’s offshore area must hold:

2) a licence issued by the Department for Energy and Climate Change (DECC), acting as a regulator under Section 4 of the Energy Act 2008; and 

3)  XE "Petroleum Act 1998" a lease from The Crown Estate (TCE) acting in the capacity of a landlord under Section 1 of the Energy Act 2008.

4) Unloading gas to apparatus which is part of a submerged pipeline with no surface installation does not require a Licence. 
5) The Crown Estate is a statutory body which acts on behalf of the Crown in its role as landowner within the area of the territorial sea and as owner of the sovereign rights of the UK sea bed beyond territorial waters. TCE operates as a commercial landowner under the provisions of the Crown Estate Act 1961. DECC cannot provide guidance about Crown Estate’s leases.

6) A lease granted by TCE will define a 2D geographical boundary. For the Lease to come into legal effect the developer will be required to apply to DECC for a licence and the licence will refer to the lease. The licence when issued will contain a provision enabling the submission of a Gas Unloading Development Plan which when approved by DECC will allow for the construction of the facility. There is guidance on our website which provides suggested contents of a Gas Unloading Development Plan. You can submit your licence application and Development Plan at the same time if this is more convenient The pipeline to the shore will be consented to separately by a Pipeline Works Authorisation (PWA). Details of PWAs can be viewed here:

 https://www.og.decc.gov.uk/regulation/guidance/in_pipeauthor/index.htm
7) DECC and TCE will work together cooperatively wherever possible so as to avoid duplicating burdens on companies. We recommend that developers should seek early discussions with both TCE and DECC to identify issues as early as possible, but the formal application will be made to DECC on the approved Application Form. DECC will consult TCE and once both DECC and TCE are content to move forward, TCE will issue an Agreement for a Gas Unloading Lease (with the Unloading Lease appended in draft) and DECC will issue  a Licence that will reference those leases. 
8) Before DECC can award a licence, DECC must satisfy itself:

9) that the Applicant is competent to operate the proposed development;

10) TCE has executed an Agreement for Lease; and

11) The development will not cause unacceptable conflicts with other users of the sea (fishermen, oil and gas licensees, gas storage and CCS licensees, shipping, other Government Departments). 

12) The Secretary of State has discretion XE "Secretary of State's discretion"  in deciding whether or not to issue a licence; and if so, to whom and on what conditions. 

13) There is an Application fee.

14) Companies who initially only wish to explore for a suitable unloading site such as seismic surveys or test bore (for sampling) may wish to consider applying for an Exploration Licence. This Licence XE "Exploration Licence"  only permits surveying and very shallow boreholes (less than 350 metres) and does not confer any exclusive rights over any area. Each one covers the entire UKCS and is cheaper and simpler to get than a Gas Unloading Licence. There is no need for a Crown Estate lease to accompany this type of Licence.

The Applicant XE "Applicant" 
An application can come from a single company or from a group of companies. Only companies with the necessary technical capacity and with proven financial viability can be considered for award of licences. Each application must therefore be supported by evidence that the Applicant meets the minimum criteria. 

15) An application may be made by a single company, or by a group of companies. In this Note, references to ‘the Applicant’ cover both situations unless clearly stated otherwise, and references to ‘the Company’ refer to a single company making an application, whether on its own or as part of an applicant group. Where a licence is held by more than one company, each one bears full joint-and-several liability XE "Joint-and-several liability"  to the Secretary of State

16) All companies in an application group must demonstrate financial viability. More information on this is set out at Para’s 43-50.

17) DECC accepts that some elements of the Applicant’s competence as operator may not be in place at the application stage. For example, some posts may not be filled at the time of application. Nevertheless the Applicant will have to convince DECC that it knows what company structure and skills are needed and that it has a management team capable of delivering them. 

18) The application must include the Registered Name, Address and Number of each company that is to hold the licence (see Documentation and formats). 

19) We strongly recommend that the Applicant should be clear exactly which company it wants to hold the licence, and ensure that that is the company named on the form. We cannot promise to act on late requests to award to a related company instead, and we will not consider any request to award a licence to a company unrelated to the Company that made the application.

Documentation and formats

DECC has certain requirements to enable thorough consideration of each application, please see details below. 

20) All applications must be made on the approved form. Every application must include:

· three copies of the completed Application Forms;.
· two Environmental Appendix (“Environmental information”). 
Site Summary sheet

21) Plot the site intended to be used for unloading in Part 4. It must be kept to a single page with latitude/longitude co-ordinates of the map boundaries. If  providing information on CD-ROM XE "CD-ROM" , include a .jpg file for this Summary sheet. 

22) DECC requires all map and navigational information to be specified on these bases:
· in degrees, minutes, seconds (DMS) of latitude and longitude and referenced to the European Datum XE "Datum"  1950 (1st Amendment) on the International (Hayford) 1924 spheroid. 
Supporting information

23) The application may include a standalone document entitled “Supporting Information” to illustrate the applicant’s plans for the unloading development. The information at this stage does not need to be of a highly technical nature but should be sufficient for DECC to gauge the likely nature of the development and its potential effects on other existing of planned developments in the area.
Operator XE "Operatorship"  competence 

24) The Applicant must satisfy DECC that the Operator is capable of supervising and managing unloading operations. DECC must be satisfied about the Operator’s capacity to manage a development project, so that it can be approved as a “Unloading Operator” see: https://www.og.decc.gov.uk/regulation/gas_storage/index.htm
25) For further guidance contact: Helen Hichens (email: Helen.Hichens@decc.gsi.gov.uk) 
Content 

26) DECC prefers all material to be at A4 size for ease of handling (although we can accept A3, folded in half, if necessary). This applies equally to material provided on CD-ROM because we may wish to print documents for internal use, so please set up your printable documents for A4 printing.  XE "Paper size" 
27) Applicants will wish to provide material that they consider best supports their application, but it is also in their interest to make the material as concise as possible. On the Application Form, the Applicant can add more rows to a table (for example, to make space for all of a company’s directors), but the layout of the Parts should not be altered.

28) Any appendices that are on paper should be in loose-leaf folders or ring binders (no spiral binders please). Copies of the Application Form should all be contained in a single clearly marked A4 envelope (see also Number of copies below). 

CD-ROMs

29) The Application Form must be submitted in paper copies, but we can accept the supporting information on CD-ROM XE "CD-ROM" , provided it comes in a format compatible with DECC’s own systems. Currently we use XE "IT file formats"  Microsoft Office 2007, Microsoft Internet Explorer 5.50, Arc GIS 8.2 and Adobe Acrobat Reader 5.0. No password-protection or encryption, please. If in doubt, contact DECC for advice. 

30) Each Appendix to be submitted on CD-ROM must be submitted on a disk of its own. For example, do not put the Environmental Appendix on the same disk as the Supporting Information, because they will be sent to different teams in DECC. Each disk must be labelled clearly as set out under ‘Labelling’. 

Labelling

31) The Environmental Appendix and Supporting Information must be clearly labelled with the name of the proposed operator. This applies equally to paper and to CD-ROM submissions.

Number of copies

32) Applications for Licences must contain: 

· Three copies of the signed Application Form;
· one copy of the “Supporting Information” in a format of your choosing;
· one copy of each company’s published and/or audited accounts;
· two copies of the Environmental Appendix, at least one of which must be on CD-ROM (the other can either be on paper or on a separate CD-ROM); 

· a payment covering the application fee


.

Application fee XE "Application:fees" 
There is an Application Fee to cover DECC’s administration costs. DECC will accept payment electronically or by cheque. 
33) The application fee is £2,100. The figures are defined in secondary legislation
. Unlike Petroleum Production Licences, there is no rental associated with gas storage or gas unloading licences. 

34) Domestic payments can be made by any of three methods:

· by BACS to: DECC Energy Account 10595000 at the Bank of England, Threadneedle Street, London; sort code 10-14-99; or
· by cheque, crossed A/C payee only and made payable to the Department of Energy and Climate Change; or 
· by the Clearing Houses Automated Payment System (CHAPS) to DECC Energy Account 10595000 at National Westminster Bank, sort code 16-53-60.

35) Overseas payments should be made using the SWIFT payment system, quoting:

· Beneficiary Reference: DECC Energy Account 10595000

36) SWIFT payments in Sterling should also quote:

· IBAN Number: GB82NWBK60104341414985

· Swift (BIC) Number: NWBKGB2L

37) SWIFT payments in other currencies should quote:

· IBAN number: GB57BKEN10000025021001

· Swift (BIC) number: BKENGB33

38) Use of BACS XE "BACS payments" , CHAPS XE "CHAPS payments"  or SWIFT may incur a bank handling charge.

Submitting the application XE "Application:fees" 
Applications must be submitted, clearly marked, to DECC’s London office

39) Completed applications must be received at the address shown in Contacts.

40) There are two ways to submit applications:

· Delivery by hand; or
· By post. DECC recommends use of registered mail, clearly marked for the attention of the Oil & Gas Licensing Administration at the address in Contacts. 

Transparency XE "Transparency" 
Applicants may need to include commercially-sensitive information in their applications, such as financial forecasts and proprietary data. DECC will handle any such information in accordance with the Freedom of Information Act 2000 and other relevant law, which take full cognisance of issues of transparency and confidentiality XE "Confidentiality" .

41) For reasons of policy, we treat applications as confidential until we can announce the Secretary of State’s decision. We publish the licensee names when a licence has been issued, we publish the licence document itself. We are happy to talk to each Applicant to discuss its application in more detail. 
42) Data Protection Act 1998 XE "Data Protection Act 1998"  Contact details, including individuals' names and email addresses, will be held and used by DECC in communications relating to the application and to any Licence issued as a result of it. In the case of successful applications this information will be made publicly available by DECC. For example we will publish companies’ contact details on our website, and we will supply them to companies or individuals wishing to contact the Applicant. Anyone who wishes to object to any of these uses should make clear their objections, and the grounds for them, in their application.

Financial VIABILITY ASSESSMENT  XE "Transparency" 
DECC must be confident that any company that receives a licence is likely to continue in sound financial health for the foreseeable future. Each company must thereof re demonstrate its basic financial viability.  XE "Financial Viability Assessment" 
43) Each company must provide a copy of its most recent published accounts or, if these are not available, a pro-forma balance sheet which has been certified by a director and is sufficiently detailed to enable the Financial Viability Assessment to be undertaken.

44) A company that meets the following criteria will be deemed to be financially viable:

· positive Total Net Assets (Shareholders’ Funds);

· a Current Ratio of 1.00 or better; and

· Net Gearing of 75% or less.

45) For the purposes of this process:

· Current Ratio XE "Current Ratio"  = Current Assets/Liabilities Falling Due in Less Than 12 Months

· Net Gearing XE "Net Gearing"  = Total Debt Less Cash and Bank Balances/Shareholders Funds (expressed as a percentage)

46) A company with a deficit of Total Net Assets (Shareholders’ Funds) must demonstrate that the deficit is fully funded (e.g. by a corporate parent, directors’ or shareholders’ loans, commercial debt or other lines of credit), and must produce evidence of the funding.

47) A company with a Current Ratio less than 1.00 must demonstrate that its working capital requirements are financed by adequate short term funding arrangements (e.g. by a corporate parent, bank overdrafts, directors loans etc), and must produce evidence of the funding. Arrangements with trade or other creditors are not acceptable because they often imply that a company is in financial difficulty.

48) A company with gearing above 75% must demonstrate it will be able to service the debt; i.e. that it can meet the interest payments and any agreed capital repayment schedule. We expect this to be demonstrated by the debt repayment schedule and a cash flow forecast. If the loans have no fixed redemption date, as is often the case with loans provided by a corporate parent or company directors, we can accept a written statement to this effect.
Checklist

49) Each company must provide:

· one copy of its most recent accounts XE "Accounts"  or financial statements, and one copy of the most recent group (consolidated) accounts of any body-corporate having ultimate control of the Applicant,

· further financial information as necessary to support its financial viability.
50) For further guidance contact Nic Rogers (email: nicholas.rogers@berr.gsi.gov.uk).
Definitions

51) A company’s net worth is equal to its total net assets less its intangible fixed assets.

52) Current Ratio equals Current Assets/Liabilities Falling Due in Less Than 12 Months

53) Net Gearing equals Total Debt Less Cash and Bank Balances/Shareholders Funds (expressed as a percentage)

Environment appendix 
DECC leads for the Government on ensuring environmental protection in relation to oil and gas exploration, development and storage on the United Kingdom Continental Shelf. Applicants for Licences must therefore demonstrate that they possess an adequate level of competence in relation to environmental protection.

54) Applicants for Licences are required to provide a number of submissions in support of their applications, to enable DECC’s Offshore Environment and Decommissioning Branch (OED) to assess environmental competence. OED will normally request similar submissions from companies that wish to assume operatorship following asset transfers, mergers or acquisitions.

Established operators

55) For established oil and gas companies that have already obtained Traditional or Frontier oil or gas licences for the United Kingdom Continental Shelf (UKCS), the environmental requirements for further licence applications, including applications for gas unloading and/or storage licences, have been simplified. In such cases, the only submission required is a ‘high-level’ or summary environmental assessment, identifying the sensitivities in the area within, and immediately adjacent to, the block(s) of interest. The other environmental requirements (see Sections 1 to 3 inclusive below) will have already been the subject of submissions relating to earlier licence applications, and applicants should only provide new submissions if there have been significant changes. DECC will have access to the earlier submissions, and will also be able to assess the Company’s record of legislative compliance on the UKCS.

56) Following review of the summary environmental statement and any additional amended submissions, and a review of the information held by DECC, applicants may be required to attend an interview with OED if there are any outstanding issues.

New applicants

57) New applicants for licences may not be in a position to provide detailed submissions to satisfy the environmental requirements. For example, they may not have developed firm proposals in relation to offshore activities on the UKCS for the following:

· The arrangements for pollution liability (see Section 1 below);

· The management of environmental responsibilities (see Section 2 below);

· The Company’s environmental policy (See Section 2 below); or

· The Company’s environmental management system (see Section 2 below).

58) In such cases, DECC accepts that fully meeting the environmental requirements may be unnecessary at the licence application stage, and that development of firm proposals may be dependent upon licence award. Applicants will therefore be expected to provide brief submissions to demonstrate that they understand the environmental requirements, including an outline timetable, or timetables, for meeting the specified requirements prior to undertaking any offshore activities on the UKCS. The timetable(s) should be clearly linked to the work programme submitted in support of the application, and it is important to realise that environmental consents will not be issued until new licensees have satisfied all the environmental requirements.

59) Following review of the environmental submissions provided in support of the applications, new applicants will be required to attend an interview with OED, at which they will be expected to give a short presentation and discuss the environmental requirements and the timetable(s) for fully meeting those requirements.

The environmental submissions

60) The environmental submissions that are required to support the applications are described in Sections 1 to 4 inclusive below. Applicants should be aware that third parties can request access to environmental submissions held by DECC, and that DECC may be required to make the submissions available for inspection. If the submissions contain any information that is considered to be commercially sensitive, the relevant sections should therefore be clearly identified. In such cases, if DECC receives a request for access to a submission, the Applicant will be consulted prior to release of the relevant information.

61) Although the Environment Appendix submissions only form part of the application, it is strongly recommended that the environmental submissions are supplied separately in an electronic format (CD Rom). This will facilitate the review by OED staff, and prevent unnecessary delays.

Section 1: Pollution Liability

62) The Applicant should provide details of proposed pollution liability arrangements. Where relevant, this could be evidence that the proposed operator of a licence has registered its operatorship with the Offshore Pollution Liability Association Ltd (OPOL XE "OPOL" ). Further information about OPOL can be found on their website
. 

63) Established operators should only provide a response if there have been significant changes in the pollution liability arrangements. New applicants may provide a brief submission to demonstrate that they understand the requirement, including a timetable for meeting the requirement prior to undertaking any offshore activities on the UKCS.

Section 2: Environmental Regulation and Organisation

64) The Applicant should be aware of relevant environmental Regulations, Directives and International Agreements pertinent to offshore activities on the UKCS. For example, the statutory obligations in relation to the preparation of Oil Pollution Emergency Plans; the procedures and requirements in relation to obtaining environmental consents and approvals under the Offshore Petroleum Production and Pipe-lines (Assessment of Environmental Effects) Regulations (1999), the Offshore Petroleum Activities (Conservation of Habitats) Regulations 2001, the Offshore Chemicals Regulations (2002) and the Offshore Petroleum Activities (Oil Pollution Prevention and Control) Regulations 2005; the relevant EU Directives such as the Environmental Impact Assessment Directive and the Public Participation Directive; and the relevant Decisions and Recommendations under the Convention for the protection of the Marine Environment of the North East Atlantic (the OSPAR Convention). Further information in relation to these requirements can be found in the “Environment” section of the DECC website
, on the EU website
 and on the OSPAR website
.

65) The Applicant should provide evidence to demonstrate its commitment to environmental policy and management, as it relates to offshore activities on the UKCS. This should include the following:

· Environmental responsibilities: A description of the Company’s management structure (directors/managers/personnel), identifying specific responsibilities for environmental issues up to and including board level (an organisation chart will be the best way to summarise the responsibilities).

· Environmental policy: A copy of the Company’s environmental policy statement.

· Environmental management: Details of the Company’s Environmental Management System (EMS), which must take account of DECC requirements in relation to securing compliance with OSPAR Recommendation 2003/5
 (as applied to offshore oil and gas operators). 

66) Established operators should only provide a response if there have been significant changes in environmental policy or management. New applicants may provide a brief submission to demonstrate that they understand the requirements, including a timetable for meeting the requirements prior to undertaking any offshore activities on the UKCS.

Section 3: Legislative Compliance

The Applicant should provide details of whether or not the Company:

· Has failed to comply with any relevant environmental legislative standards or requirements to the satisfaction of the environmental regulator during the last five years (either in the UK or in other countries);

· Has had any criminal or civil action taken against it with respect to environmental issues during the last five years (either in the UK or in other countries);

· Has been convicted for breaching any environmental legislation during the last five years (either in the UK or in other countries); or

· Has any criminal or civil action pending against it with respect to environmental issues (either in the UK or in other countries).

67) Established operators are not required to provide a response. New applicants should provide a full response.

Section 4: Environmental Sensitivities and Issues

68) The Applicant must provide a brief ‘high-level’ or summary environmental assessment (10‑20 pages including any relevant maps or diagrams) to demonstrate that the Company is aware of the sensitivities in the area within, and immediately adjacent to, the block(s) of interest, and is aware of the potential impacts that would have to be managed during the execution of the proposed work programme.

69) The environmental assessment should be related to the proposed work programme, and should take account of recommendations arising from the Strategic Environmental Assessments (SEAs) undertaken by DECC
 relating to the natural and wider environment, and any other relevant published reports. Therefore, in recognition of the national and international focus on climate change and curbing fossil fuel emissions, the assessment should include consideration of potential CO2 emission reduction options that are relevant to the proposed work programme. 
70) A list of SEA recommendations and their current status is available on the SEA website
. Information about marine sensitivities can be found on the Joint Nature Conservation Committee (JNCC) website
. Information about other potential restrictions on offshore activity can be found on the DECC website
.

71) Established operators and new applicants should provide a full response.

72) For further guidance contact Julie Duguid (email: julie.duguid@decc.gsi.gov.uk). 

Flow chart of the environmental approval process
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Annexe 2: Contacts XE "Contacts" 
DECC’s address for delivery of applications is:

 Energy Development Unit
Department for Energy and Climate Change
3rd Floor, Area B
3 White Hall Place
London 
SW1A 2AW
For DECC’s financial viability , contact Nic Rogers:

tel: 
0300 068 6049; 

email: 
nicholas.rogers@decc.gsi.gov.uk
For geological and other technical issues , contact Helen Hichens:

tel: 
0300 068 6039; 

email: 
Helen.hichens@decc.gsi.gov.uk
For environmental issues (Environmental Appendix), contact Julie Duguid:

tel: 
01224 254045; 

fax: 
01224 254019; 

e-mail: 
EMT@decc.gsi.gov.uk
For tax issues, contact Inland Revenue, Revenue Policy, International: Energy Group, Melbourne House, Aldwych, London WC2B 4LL:

tel: 
020 7438 7437;

fax: 
020 7438 6374.

For general enquiries about the licensing regime contact Ricki Kiff:

tel: 
0300 068 6042;

e-mail:
ricki.kiff@decc.gsi.gov.uk
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� Put in SI number.


� See �HYPERLINK "http://www.opol.org.uk"�http://www.opol.org.uk�


� See �HYPERLINK "http://www.og.dti.gov.uk/environment/index.htm"�http://www.og.berr.gov.uk/environment/index.htm�


� See �HYPERLINK "http://www.europa.eu.int/comm/environment/index_en.htm"�http://www.europa.eu.int/comm/environment/index_en.htm�


� See �HYPERLINK "http://www.ospar.org"�http://www.ospar.org�


� �HYPERLINK "http://www.og.dti.gov.uk/environment/ospar_ems_recomm.htm"�http://www.og.berr.gov.uk/environment/ospar_ems_recomm.htm� and �HYPERLINK "http://www.og.dti.gov.uk/environment/index.htm"�http://www.og.berr.gov.uk/environment/index.htm�


� �HYPERLINK "http://www.offshore-sea.org.uk/site/index.php"�http://www.offshore-sea.org.uk/site/index.php�


� �HYPERLINK "http://www.offshore-sea.org.uk/site/scripts/documents_info.php?documentID=28"�http://www.offshore-sea.org.uk/site/scripts/documents_info.php?documentID=28�


� �HYPERLINK "http://www.jncc.gov.uk/page-3"�http://www.jncc.gov.uk/page-3�


� �HYPERLINK "http://www.og.dti.gov.uk/upstream/licensing/index.htm"�http://www.og.berr.gov.uk/upstream/licensing/index.htm�





Guidance Note
Applications for gas storage licences
 Page 1 of 12

