Taskforce Supplementary Papers - Environment & Sustainable Development Workgroup Report
Aim of the Workgroup
The workgroup’s overall aim was to help identify a sustainable future for the UK offshore oil and gas industry, so as to enhance its competitiveness at the same time as ensuring that the environment is protected, natural resources are used prudently and relevant social issues are taken into account. Sustainable development for the UKCS involves not just the industry and Government, but its customers, employees and stakeholders, including NGOs and academics, so the group sought wherever possible to build consensus around some high level goals.
The workgroup focused mainly on the industry’s environmental performance. Its vision for the future is a UK offshore industry which makes progressive improvements in its environmental performance, delivered cost effectively through innovation enabling the UK to become a leader in the export of environmental technology and skills, while playing a leading role in emissions trading. The industry would work in partnership with Government and the community, leading to an enhanced reputation, nationally and internationally, for both the UK industry and its regulators.
Guiding Principles of Regulation
The industry works under a strict environmental regulatory regime. A major public consultation exercise on the future of the regime earlier this year found general support for an integrated approach, formed around an environmental permit system and incorporating robust Environmental Management Systems. The Pollution Prevention and Control legislation will provide the powers required to undertake these changes and following further consultation, regulations covering the use and discharge of chemicals, the emissions from combustion units and the control of major pollution incidents, will be made over the next year.
Government and UKOOA on behalf of the industry, have therefore agreed on some guiding principles which they believe should govern the development of environmental regulation in the future:
· Continual improvement of the industry’s offshore environmental performance should be guided as far as is practicable by long term goal setting, considering all emission streams holistically. 

· Methods for achieving environmental goals should be flexible, appropriate to the asset life cycle, and promote innovation rather than relying on compliance against prescriptive standards or technologies. 

· Sound scientific analysis should be applied to assess environmental risk and impact. However, where there are threats of serious or irreversible damage, lack of full scientific certainty will not be used as a reason for postponing cost-effective measures to prevent environmental degradation. 

· In all cases, agreed improvements should recognise the balance between benefit gained and cost incurred, as well as the balance between emission stream trade-offs. 

· The process of developing environmental regulations should be transparent and include stakeholder consultation. 

· Penalties should apply if environmental laws are broken. 

Industry's Relations with Government and Stakeholders
There is widespread agreement that the existing arrangements for collaboration and liaison between the industry, Government, NGOs and other stakeholders on environmental matters need to be redesigned and re-energised. The workgroup has therefore launched two initiatives: a new industry-Government forum, and a tripartite NGO-industry-Government forum.
Industry-Government Forum
The workgroup took a fresh look at the effectiveness of the existing arrangements for co-ordination and liaison between the industry and Government on environmental matters, in the light of the importance that sustainable development and environmental issues will play in shaping the future of the industry. It concluded that the existing structure needed to be consolidated and re-energised to provide a single, high level forum for interface between Government and industry on all offshore oil and gas environmental matters. The new forum will enable the discussion of, and enable the industry to make recommendations on:
· the development of the domestic offshore environmental regime, including implementation of EU, OSPAR and other international agreements; 

· the operation of the offshore environmental regime; 

· the factors influencing international bodies which take decisions that affect the offshore industry, and ensuring that the UK’s position is fully considered and understood; 

· the scope and co-ordination of the gathering, analysis and dissemination of environmental performance data, and research and development effort. 

To be effective the forum needs to be small and its members able to speak with authority. Its first meeting will be in Aberdeen in September.
Industry-Government NGO Forum
Relationships between the industry and environmental NGOs have not been particularly constructive in the past, either at industry or company level. There has been mistrust and misunderstanding on both sides, which makes more difficult any effective dialogue on environmental issues which are of concern both to the industry and the NGOs. The workgroup therefore initiated a tripartite industry-Government-NGO meeting which agreed that a new forum was needed to develop a shared understanding of environmental issues related to the offshore industry, the industry’s own performance and the transparency of information and reporting. A model for ongoing consultation will be developed over the Summer in time for the next meeting in the Autumn. NGOs, industry and Government will also draw up a list of priority issues for consideration; the first are likely to include research, changes to the offshore environmental regulatory regime, and improvements in environmental reporting.

We recognise that there are other stakeholders – for example, regional and local authorities, local communities, businesses affected by the offshore industry, academia – who also have a legitimate interest in the industry’s environmental performance. We look to the industry to continue to develop ways of enhancing two-way communication with them.
Approach to European Issues
The workgroup reviewed the UK’s effectiveness in influencing and understanding the views of those European organisations that bear directly on the environmental framework within which the UK industry functions. It considered that there is significant scope for improving collaboration with the offshore industries of other European countries and with OSPAR and the European Commission. In particular, earlier and more comprehensive discussions with a wider range of EU players, particularly within the EU and OSPAR, are needed to improve understanding and knowledge on all sides and to provide an effective voice in Europe.
This is a long term action for both industry and Government. As a first step, UKOOA will summarise their current members' communications networks in Europe and identify potential areas for improved understanding and influence. Recommended actions will be developed later in 1999.
For its part, the Government will review its strategy for dialogue on environmental issues in Europe, and will support its conclusions, within the next 3 months, with additional staff resources.
Offshore Flaring-Emissions Transfer Scheme
One of the objectives, both of Government and the industry, is to achieve the maximum cost-effective reductions in polluting emissions. This applies particularly to CO2 and to other greenhouse gases. Government and industry agree that the present offshore flaring permit system provides an opportunity to pilot the concept of emissions trading, with the aim of reducing emissions to a lower level than they otherwise would have been.
The pilot will be a simple one in the first instance. Being a novel approach, the design of the trading system presents some unique challenges. The project will therefore adopt a staged approach designed to deliver, on a sequential basis, the key elements of a future emissions trading regime, including confidence in its ability to deliver emissions reductions. The initiative will be used both to inform and to complement the development of a wider UK pilot domestic trading scheme.
The participants in this initiative are:
· industry who will provide the necessary resources and funding for developing the pilot scheme; 

· Government who will participate in the design and development of the scheme; 

and
· ACBE/CBI who will ensure consistency with the emissions trading principles being developed for the wider emissions trading pilot. 

Stage one of the project will begin in the fourth quarter of 1999, and it has been agreed that the baseline for volumes available for exchange should be 1 July. During this stage the basic concept and administrative elements of the flare consents trading system will be piloted, developed and refined in a small number of companies running a ‘virtual’ intra-company scheme in parallel with the current consent regime. This will enable Government and industry to explore the opportunities presented by inter-company trading of flaring consents and to progress to a wider scheme with confidence.
A Sectoral Sustainability Strategy for the Offshore Industry
A competitive industry needs to reduce its costs wherever possible. A truly sustainable industry aims to achieve the "triple bottom line" – improving its business performance not just in its economic activities but also in its environmental and social impacts. The objective must be to identify win-win strategies: for example on energy efficiency, waste reduction and water conservation.
The Government has drawn up a framework for sectoral sustainability strategies which aims to achieve these objectives. UKOOA fully supports this initiative, and has committed itself to developing a sectoral sustainability strategy by the end of the year 2000.
