Gas Unloading and Storage Operatorship
Under the Model Clauses attached to each Gas Unloading and Gas Storage Licence, or combined Licence if applied for, the Secretary of State must approve the appointment of an operator (although DECC does not choose or appoint the operator - it is the Licence Group that nominates one and then seeks approval). 

Operator approval relates only to a company's competence and does not confer any permission to carry out actual activities such as drilling, seismic surveys, or gas unloading or storage developments. It is specific to the licence under which it is given, and each case is considered on its own merits. So, for instance, approval of a company to operate a gas storage development does not cover any other operations, nor should it be taken to mean that further operator approvals will be rubber-stamped. 

There are two types of operator: exploration and production operators. As a shorthand description, an exploration operator carries out or arranges the licence group's exploration activities (including exploration drilling) but not production; it would need further approval as a production operator to begin gas unloading or storage operations. 

Operator approvals can be made at any time, but are normally made at Licence award (in which case an Exploration Operator will usually be appropriate), at Gas Unloading or Storage Development Plan approval (Production Operator), or at approval of a licence assignment. 

DECC will normally expect the operator to be a member of the Licence Group. 

In some cases, different bits of acreage within a single Licensed Area have different operators. This reflects the commercial/operational arrangements within the Licence Group. 

Form of approval
Approval covers a specific piece of acreage (in the case of production operatorship, a specified development site). It relates only to the operator's competence, and confers no permission to drill; for example, a separate well consent is still required for each well.

Approval is most commonly granted as part of the approval of a Licence assignment or the award of a new Licence, but it can be granted as a separate procedure. Application for operator approval as part of an assignment or award should be made as part of the overall application; when made as a separate procedure it should be submitted to approvals@decc.gsi.gov.uk.

Health and Safety
Since the Offshore Safety Act 1992, Health and Safety has not been a factor that DECC checks when considering the competence of an Operator - it is now wholly the responsibility of the Health and Safety Executive 

Approval as Gas Unloading and or Storage Exploration Operator:  Information required by DECC
An Exploration Operator is the company that carries out the various exploration operations under a Gas Unloading or Storage Licence on behalf of the whole Licence Group. For these purposes 'exploration' essentially means the drilling of exploration and/or appraisal wells. It does not include storage or unloading of gas or LNG, nor the drilling of gas storage wells. Usually the operator is one of the companies on the Licence. The Licence Group will choose the Operator, but the Model Clauses attached to each Licence provide that the choice must be approved by the Secretary of State. 

Requirements
In considering any request for Exploration Operatorship, we will look at the technical competence of the company and its capacity to ensure environmental protection. More specifically we will look for the following factors:

· Capability to supervise, manage and undertake the proposed exploration operations; 

· The arrangements for pollution liability; 

· Details of the management of environmental responsibilities (including details of the Company's environmental policy and Environmental Management System (EMS); 

· Details of past record of compliance with environmental legislation; and 

· Insurance coverage 

There is no fixed amount of information that DECC requires to be satisfied of a proposed operator's competence. Clearly a very small company with little experience should expect to come under greater scrutiny and have to provide more information than an established operator with a good record. Where the company has limited experience of planning, organising or supervising activity, we may require a detailed understanding of the operator-contractor relationship and the in-house management control of the contracted support.

Checklist
There follows a checklist outlining the information we may need. We are happy to answer requests for guidance, particularly in the case of a company that is new to operations in the UK.
Company details:

· Registered name, address and company number. 

· Main UK place of business. 

· Contact details: telephone number, fax, and e-mail address and 24 hour emergency contact number. 

Previous operating experience: 

· Details of previous experience of supervising or carrying out drilling operations within the last two years: location and description of the proposed Operator's responsibilities for the operations. 

In-house geotechnical and drilling management expertise: 

· Lists of (a) the skills that exist in-house and (b) the skills to be contracted. 

· List of the key personnel involved in the decision-making process, including their previous experience, and the basis on which they are employed. 

· Description and chart showing the management structure and hierarchy of decision-making responsibilities, and the key contact point in an emergency. 

Environment:

· Details of proposed pollution liability arrangements. (This could be evidence that the proposed operator of a licence has registered, or intends to register, its operatorship with the Offshore Pollution Liability Association Ltd (OPOL). Further information about OPOL can be found on their website (http://www.opol.org.uk). 

· Details of the Company's environmental policy, including any environmental policy and environmental management statements. 

· 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). 

· Details of the Company's Environmental Management System, e.g. In-house, E-MAS, ISO 140001 etc. (This must take account of DECC requirements in relation to securing compliance with OSPAR Recommendation 2003/5). 

· Details of the proposed Operator's environmental experience working in (a) similar environments to the UKCS, and (b) other relevant operations. 

· A brief 'high-level' or summary environmental assessment to demonstrate that the Company is aware of the sensitivities in the area within, and immediately adjacent to, the acreage of interest, and is aware of the potential impacts that would have to be managed during the execution of the proposed work programme. 

Use of contractors: 

· Name(s) of contractor(s). 

· List of the areas of drilling management activity to be outsourced to contractors. 

· Description of operator's relationship with the contractor. (Who is responsible for what, and who makes the decisions? Who will monitor and supervise the contractors? In particular, what arrangements are in place to deal with an emergency?) 

· Details of contractor's experience of planning and/or drilling wells (for gas storage) , especially where relevant to the operations currently proposed.
Proposed Operator's presence during drilling operations for gas storage: 

· Written confirmation that at least one qualified representative from the proposed Operator will be present, usually in the UK, for the duration of drilling operations. 

Insurance: 

  List of the contingencies covered by insurance.
Application to become a Gas Unloading and or Storage Production operator:  Information required by DECC
Purpose of these guidelines
These guidelines are provided to aid companies who wish to become a gas unloading and or storage production Operators of depleted gas fields, salt caverns or LNG offshore unloading facilities on the UKCS. In particular the guidelines are designed to help companies understand the information that the Department will require to consider an operatorship application. 

The guidelines are applicable for the following range of operatorship transactions:

· Existing UKCS Operators wishing to acquire operatorship of a new gas storage or unloading development.
· Existing Licensees in a particular gas storage or unloading development who wish to take over operatorship. 

· Existing UKCS Licensees who wish to take over operatorship of a gas storage or unloading development where they currently hold no equity. 

· New entrants to the UKCS who wish to become Operators. 

· Companies both seeking to take over operatorship of existing gas storage or unloading developments, and acquiring new, as yet undeveloped, prospects from existing Operators. 

The information that the Department will seek will in general be drawn from the Checklist attached as the Annex to this note. 

The Department point-of-contact for any proposed new UKCS operatorship is:

For technical issues: Helen.Hichens
Tel       0600 068 6039

Email: Helen.Hichens@decc.gsi.gov.uk
For environmental issues: Tony Regnier

Tel: 01224 254103

Email: Anthony.Regnier@decc.gsi.gov.uk
Technical competence
The proposed technical staff structure should be carefully described with particular regard to the role of any contractors in the decision making process. It is crucial, however, that Operators maintain sufficient in-house staff to clearly understand and supervise the key reservoir and facilities management issues and to direct the overall gas storage or gas unloading development plan. Any operatorship experience elsewhere in the world should be described, as should any non-operated interests in the UKCS. This information is particularly important for incoming companies with no previous operating experience and in this case the management systems (e.g. proposed regularity of Operating Committee Meetings) should be explicitly spelt out.

Financial competence
A fundamental issue in any take-over of an existing gas storage or gas unloading development is the financial provision to continue with the approved gas storage, or gas unloading development programme coupled with the financial strength to cope with unexpected incidents or emergencies and to pay for eventual decommissioning of the facilities. The financial state of the prospective Operator will therefore be carefully reviewed by the Department and a forward business plan will need to be provided. 

One of the Department's purposes in this review is to ensure that the approved gas storage, or gas unloading development programme is adequately funded, and that the UK taxpayer is not exposed to any risk of covering decommissioning costs that should fall to the gas storage or gas unloading developments Licensees.

Environmental competence
Environmental issues are extremely important in for all developments and formal Environmental Statements (ESs) are required for all new UKCS developments of any significance. It is therefore essential that any new Operator on the UK continental shelf demonstrates that he is aware of the environmental requirements, has and applies in practice a comprehensive environmental management system and is in a position to carry out a formal ES if and when required. The environmental policy of the prospective Operator should be clearly explained. 

Detailed information required by the department
The Annex to this document provides a checklist to aid companies in providing the necessary information to Department to process an operatorship application. In many cases only a subset of this information will be required. The following provides some additional guidance on the Checklist items. 

Items 1-5 : Company Structure :- We consider a management structure showing clear lines of responsibility and clear processes for gas storage or gas unloading developments management to be essential. In the case of companies taking over existing producing gas storage or gas unloading developments it is usually advisable to have a transition period of at least 6-months during which key staff from the previous operator are available to the new Operator. The key operations staff should be UK based.

Item 6-7 : Environmental Management :- It is essential that all UKCS operations are carried out in an environmentally sensitive manner that conforms with all current environmental legislation including discharge limits. Companies seeking new operatorship’s in the UKCS will therefore need to demonstrate that their environmental management systems are compatible with all UKCS requirements. Companies should bear in mind that they will be called on to supply formal Environmental Statements in relation to gas storage or gas unloading developments and drilling activities. We look for a proven track record of environmental awareness. 

Item 8-9 : Management System :- The responses to these items on the check-list should describe how the new Operator will manage the gas storage or gas unloading developments in practice, clearly describing the division of responsibility between the company's own staff and contractors if the latter are employed. The Department supports the growth of alliancing in the UKCS as a way of reducing the burden on Operators and placing responsibility where the best expertise lies provided the essential responsibilities of the Operator are maintained. 

Prospective Operators will need to demonstrate how they will ensure that any contractors employed have and will maintain appropriate levels of competence and standards and how the Operator will manage communications and delegation of responsibility. These procedures should look to recognised management and auditing standards. The arrangements for handling emergency situations should be clearly explained.

Item 10 : Financial Resources :- For take-overs of existing gas storage or gas unloading developments, prospective Operators should provide sufficient information to demonstrate the financial robustness to continue the approved Gas storage or gas unloading development Development Programme and cover their share of the eventual decommissioning costs. For gas storage or gas unloading developments without approved Gas storage or gas unloading developments programmes, companies will need to explain how they plan to fund a development in due course.

Item 12 : World-wide Operating Experience :- Companies without substantial UKCS operating experience should draw on their operating experience overseas to demonstrate a track record of effective gas storage or gas unloading developments management. 

Item 13 : Companies with no Previous Operating Experience :- Companies with no previous operating experience will naturally be subject to particular scrutiny and the timetable and logic of the proposed transition to operatorship needs to be described in detail in such cases.

Item 15-17 : Gas storage or gas unloading developments Management Resources :- These items seek more detail on the technical resources available to the prospective Operator. The applicants own analysis of the potential of the gas storage or gas unloading developments should also be explained. 

Item 18 : Training Policy :- Well trained staff are considered essential for effective operatorship of a UKCS gas storage or gas unloading developments. Any formal training standards that the applicant has adopted (e.g. "Investors in People" standard) should be noted here as well as the way in which the applicant will establish such standards in subcontractors.

Annex : Checklist of required information for prospective new production operators
1. Charts showing the proposed management structure of the company, and the organisation, responsibilities, reporting lines and current post-holders of the proposed operating team for the development of the gas storage or gas unloading developments), including their location (e.g. London, Aberdeen etc. or offshore). The location of the registered office with telephone and fax numbers should be provided. For multi-national companies the hierarchy of decision making responsibility between the UK affiliate and head-office should be clearly explained.

2. The charts should identify who is responsible for safety, emergencies, environmental matters, facilities engineering, reservoir evaluation and management, drilling, supply services, maintenance, offshore loading, monitoring progress and reporting to the Department.

3. Details of the numbers and disciplines of the personnel employed in each of the key areas of management and operating responsibility and the basis on which they are employed (e.g. permanent staff or contract).

4. Curricula vitae of executive directors and all key management and operating personnel, giving full details of their technical background, skills and previous experience and where appropriate their experience to date on the gas storage or gas unloading developments 
5. If there are any current vacancies in key posts in the management structure and operating team, a statement of what action is in hand to fill them and what arrangements are being made to provide the necessary expertise pending recruitment of suitable personnel.

6. A statement of the company's environmental management system for operating a gas storage or gas unloading developments development, together with the overall Environmental Policy of the company (and parent company), should be supplied. This should include details of the company's intentions regarding membership of groups and schemes for dealing with oil spills and emergencies (e.g. OPOL). Details of any environmental incentive schemes and their objectives should be described. How will contractors be monitored? A discussion of the company's environmental track record to date should be provided with illustrative example cases of both good practice and cases where lessons have been learnt. 

7. Details of the company's contingency arrangements for dealing with any incident on offshore installations in the gas storage or gas unloading developments. This should cover both the technical and financial resources available in-house to handle such situations and the arrangements and funds available to secure assured access to expert help from outside sources.

8. An explanation of the quality management standards the company will apply in all aspects of operating the development of the gas storage or gas unloading. How will contractors undertaking construction, maintenance and operations activities be audited? The allocation of duties between in-house and external providers of oil gas storage or gas unloading developments management services should be clearly explained, including the chain of responsibility and decision making matrix.

10. A detailed statement of the financial resources available to the company to ensure that economic development of the gas storage or gas unloading developments(s) will be maximised, including, where appropriate, a letter of support from the parent company and or major shareholders

11. A listing of current North Sea licence interests should be provided.

12. For companies already operating oil/gas gas storage or gas unloading developments outside the UKCS:-

(a) a list of oil or gas; gas storage or gas unloading developments world-wide (onshore and offshore) which have been or are currently being operated; and

13. Companies with no previous Operator experience should provide details of any other world-wide experience that they feel is relevant to becoming a North Sea Operator and explain how they will manage the transition to operatorship from the previous Operator if they are taking over a producing gas storage or gas unloading developments. 

14. A description of the company's in-house capabilities in the area of reservoir and facilities management, and, if these are not self-sufficient, what external resources are available/utilised to supplement these capabilities. Prospective Operators should indicate the extent of their commitment to employ new or advanced technology and the company track record in introducing technology to operations.

18. A statement of the company's policy towards the training of its technical staff, including formal internal or outside training programmes and other ways of ensuring that staff are kept up to date in their specialist subject(s).

21. List extent of the company's current engagement with industry trade associations such as the Gas Storage Operators Group etc.

