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Whilst there is, I believe, almost total alignment amongst the operator community about the need for commercial behaviours to change to meet the future needs of the UKCS, there is no such alignment about the best means of achieving such change. In particular the proposal emerging from the PPWG that a number of Codes of Practice should be promulgated and endorsed by all companies individually is, I believe, likely to run into significant difficulty. This approach is seen as presciptive and inflexible, in contrast to the industry’s (and Government’s) expressed preference for setting goals and objectives to whose achievement innovation can be applied. 

In order to build on the consensus that exists to drive forward change I would suggest that consideration be given an approach along the following lines :

An Agreed Statement of Principles/Objectives to which all companies, operators and contractors, together with the DTI would be able to sign up, along the following lines (mainly drawn from the objectives set out in the draft Interim reports) :

“In pursuance of the goals for the UK Continental Shelf and the UK oil and gas industry for 2010 set out by the Oil and Gas Industry Task Force in its 1999 Report, and adopted by Pilot, and to meet the maturity and competitive needs of the UKCS and Industry, the following principles and goals are agreed:

1. Commercial and Business

· The development  and implementation of innovative and entrepreneurial approaches amongst all companies to maximise co-operative value generation

· The promotion in such new approaches of free market enterprise, flexibility, and competition, to provide a fair risk/reward balance for all participants

· The mitigation, other than in exceptional circumstances, of barriers to effective commercial activity in current and future joint ventures and all other commercial and contractual relationships, including pre-emption, excessive complexity, requirements for unanimity

· The promotion of good practice in such relationships, including the use of standard form agreements and documentation, shorter turn-around times, fit-for-purpose solutions, recognition and incentivisation of value addition, optimisation of information flows

2. Licence Holding

· The need to stimulate the active exchange of licences to ensure continuing exploration and development

· The development of long-term mechanisms to ensure that potentially economic developments do not lie fallow and to accelerate activity on licences where there has been no (recent) exploration activity

· The establishment of terms for future licences that will ensure maximum worthwhile exploration and development activity

· The mitigation of potential barriers to licence transfers including decommissioning  liabilities, availability and release of technical data, restrictions on obligation wells.”

The Codes of Practice (Pre-emption, Operator commercial relationships, Operator/Contractor relationships) that are being developed, instead of being signed off individually by CEOs/companies, might then remain in the ownership of the DTI. These might then be seen as setting the standards of commercial and operational behaviour that DTI/Government expects from those to whom it has issued licences. DTI would monitor adherence to/compliance with the CoP and consider, on a case by case basis, those occasions where  companies had not complied, subject to the company(ies) concerned showing good cause. DTI would need, from the outset, to make transparent the view and such action, it might take in the event of such “failures”.

Such an approach :

· Could be expected to avoid the difficulty inherent in seeking to persuade 32 operating companies and numerous contractors to sign up to the CoP; 

· Would provide flexibility, as the DTI would be able to update any one of the CoP, after consultation or otherwise, without the need to get all 32+ companies to sign up again; 

· Would provide a common platform of agreed Principles/Objectives that all companies and the DTI could sign up to, rather than be an (as is perceived at the moment) apparent mea culpa to which, in the main, only the operators were expected to commit

· And would be analogous to the Statements of Principle  and Goals agreed by the Industry with its regulators in the contexts of Safety - the 1997 Step Change Commitment and 2000 re-Commitment - and of the Environment – the Six Principles agreed with the DTI and DETR in 1999.
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