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The RMT is the largest transport union, organising 80,000 members across all sectors of the 

transport industry. We negotiate on behalf of our members with some 150 employers, 

including those in and servicing the North Sea oil and gas fields, where the use of offshore 

employment intermediaries (OEIs) has been used by employers for over a decade. 

We welcome the opportunity to submit our views to HMRC on the Government’s proposals 

for preventing this disreputable practice which, in our view, is undertaken purely as a means 

to avoid UK tax, specifically National Insurance contributions (NICs). 

Key Points: 

• RMT members estimated in 2005 that annual losses to the National Insurance Fund 

and the NHS could rise to £50m if the practice was not stopped. We conservatively 

estimate that the annual losses to the Exchequer from this practice now exceed 

£150m per annum in the offshore oil and gas industry alone. 

• There are at least 22 offshore energy companies formally operating in the UK 

continental shelf that use OEIs to avoid NICs. 

• HMRC need to consult the Department for Business, Innovation & Skills over the 

implications for workforce protections (particularly TUPE) of the introduction of these 

regulations in the oil and gas sector.  

• The new regulations should be retrospectively applied, where possible so that total 

arrears collected are in line with the level of tax historically avoided by the employer. 

• The definition of ‘End Client’ in the offshore oil and gas industry should not be the oil 

field licensee but the operator, reflecting the procedure for establishing liability for 

health and safety in the industry. 

• RMT favour amendment of Regulation 114 of the Social Security (Contributions) 

Regulations 2001 in order to bring oil and gas employers and employees into the 

scope of the proposed new regulations. 

General comments 

Using OEIs to avoid NICs is a particularly egregious form of tax avoidance in terms of its 

impact on wider society. Unlike corporation tax avoidance, the avoidance or reduction of 
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NICs liabilities directly impacts on the UK’s social security system, specifically depriving the 

welfare system and the NHS of valuable funding. 

RMT’s response focuses solely on the UK offshore oil and gas industry, by which we mean 

those oil and gas companies and contractors operating in the UK continental shelf (UKCS).  

Consultation questions (RMT’s responses are limited to Questions 1-8): 

Question 1: Would these proposals defining intermediary 1 cause any practical 

difficulties e.g. to genuine commercial arrangements? Please provide details and 

examples. 

We do not think that the Government’s proposal in the consultation document to make 

intermediary 1 responsible for the NICs payments would cause practical difficulties for 

companies. Indeed, it would simplify NICs payments to HMRC from the employer on behalf 

of the employee, as the additional complexity from offshore registration of the intermediary 

employer would end. 

We would also support retrospective liability to be applied to the employer for employee 

NICs (all classes) that went unpaid as a result of the use on offshore employment 

intermediary. This may present more practical difficulties for employers and HMRC but if the 

Government is seeking to close this loophole then the tax system must make some 

recognition of past practices which, although legal at the time, went against the spirit of the 

law. A retrospective approach would also give out a strong signal to companies avoiding tax 

in other areas of tax law. 

Question 2: Are there likely to be any commercial difficulties with the proposed 

definition of end user, above? If so please say what they are likely to be and 

provide examples. 

The proposal for a different definition of ‘End Client’ in the offshore oil and gas industry is a 

concern to RMT. We do not believe that this accurately describes the End Client in the oil 

and gas industry as the licensee of the field can differ from the operator, and the operator is 

clearly the ultimate user of the worker’s labour. This may not be a strictly commercial 

difficulty, indeed it may accommodate a different method of tax avoidance but we do not 

accept the proposed definition as it stands. 
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RMT suggest that HMRC look to the legal language used to establish health and safety 

liability in the offshore oil and gas industry for a helpful precedent.  ‘Installation Duty Holder’ 

is the term used in health and safety legislation in the North Sea and this term should be 

used in the Government’s proposed legislation on OEIs as it more accurately describes the 

End Client in the domestic oil and gas industry. 

We should also add that none of the companies listed in Annex 1 below (compiled in August 

2011) actually employed anyone working on the UK Continental Shelf – allegedly – as all 

workers were employed through ‘subsidiary’ companies scattered around the globe. Where 

we have the information, the payroll and other registration details of the companies are 

included in Annex 1. 

Despite this, RMT represent these workers who are employed from a different jurisdiction at 

disciplinary, redundancy and grievance hearings and we negotiate with employers on pay 

and conditions for these workers. All of these functions are conducted in Aberdeen with 

Aberdeen based managers and at the addresses listed in Annex 1 below. 

Question 3: Are calculating the payments in this way likely to cause any 

problems? If so what are they? Please provide examples. 

We do not think that the proposed calculation will cause significant problems for legitimate 

tax calculations, although the Government should continue to monitor the new tax 

regulations in the offshore oil and gas sector to ensure that avoidance of NICs does not 

spring up in a different area of tax law. 

Question 4: Is there any reason why this proposal might disrupt existing 

arrangements? Please provide reasons. 

It is desirable that some existing arrangements are disrupted by the Government’s 

regulatory intervention. In the oil and gas sector, the use of tax havens as addresses for 

OEIs is well established (see annex 1). This must surely be an intentional and desirable 

consequence of the new regulations. 

Question 5: Do you have views about how the Government’s proposal that all oil 

and gas workers on the UK continental shelf should be included in this measure? 

If so what are they?  
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RMT firmly believe that employers and employees in the offshore oil and gas industry 

respectively operating and working in the UK continental shelf should be included in the 

Government’s proposed changes. 

We make further comments on how the Government’s proposal should be implemented in 

our response to Question 7. 

However, RMT re-iterate the need to include offshore oil and gas workers and employers in 

the proposed new regulations, as outlined in response to Question 2. The use of OEIs in the 

oil and gas industry is endemic, with major companies such as Wood Group offshoring their 

payroll as late as April 20111. Indeed, we note that this relatively late decision to take 

advantage of the reduced tax bill that OEIs offer did not prevent the former CEO, Sir Ian 

Wood who took that decision from being asked by the Government to lead a review of the 

oil and gas industry. This is a further illustration of the culture amongst offshore oil and gas 

companies which promotes and encourages tax avoidance. 

Question 6: Is this likely to have any unintended consequences? If so what are 

they likely to be?  

RMT would like to establish if there could be an unintended consequence for workforce 

TUPE protections. At present, the use of OEIs can lead to oil and gas workers losing their 

jobs after a nominal transfer of staff out of the UK, as seen in the Addison case2 which 

continues to highlight the confusion over the application of TUPE and the jurisdiction of 

Employment Tribunals in taking cases involving offshore oil and gas workers. 

We seek clarification from the HMRC that they have checked the wider employment law 

implications of this regulatory change. It is entirely possible that the unintended 

consequence could be positive for workers and their rights, not least because the current 

lack of certainty only benefits bad employers in the oil and gas industry who seek to use 

OEIs to cut corners to boost profits. We would be grateful if HMRC could seek clarification 

on the impact on offshore oil and gas workers’ TUPE rights of these changes. 

Question 7: Would it be better for the industry to amend the definition of mariner 

in Regulation 115 SSCR 2001 or to amend the exemption so that those who meet 

Case B SSCR 2001 will be excluded from the exemption? Or is there another way 

                                                             
1 http://offshore-payroll.com/news/2011/april/wood-group-offshore-services.html  
2 Addison v. Denholm Ship Management (UK) Ltd [1997] IRLR 389 EAT; [1997] ICR 770 

http://offshore-payroll.com/news/2011/april/wood-group-offshore-services.html
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that this could be achieved, that would be better for the industry? Please state 

the reason for your preference. 

RMT believe that it would be preferable for the definition of offshore workers defined under 

Case B Regulation 114 SSCR 2001 to be amended to ensure that oil and gas companies and 

workers are not exempted from the new regulations. 

We favour this approach as it avoids any risk of including workers in other maritime 

industries from being included in the Government’s new regulations, whereas the alternative 

method proposed (amending the definition of mariner in Regulation 115 SSCR 2001) does 

contain that risk. 

Question 8: For oil and gas workers it is intended that the end client will be the 

licensee of the oil field. Are there likely to be any adverse impacts from this? 

As we state above (Question 2) RMT is concerned at the proposed inclusion of the licensee 

of the oil field in the definition of end client in the offshore oil and gas industry. An adverse 

impact from this different definition of end client in this sector would be inevitable, as the 

scope for avoiding NICs obligations would remain, largely because the oil filed licensee and 

the operator or employer are often different.  

For example, Wood Group operate the Hummingbird installation but the licensee is Dana 

Petroleum; the Curlew floating production unit is operated by Maersk for Shell; and Petrofac 

operate Thistle Alpha platform for Enquest. Indeed, the Thistle Alpha platform has had 

seven different licensees and almost the same number of operators in the last decade, 

further illustrating the scope for exploitation that would exist under the proposed definition 

of End Client for the oil and gas industry.  

RMT suggest that HMRC look to the language used in health and safety liability legislation in 

the offshore oil and gas industry for a helpful precedent.  The ‘Installation Duty Holder’ is 

the term used in health and safety legislation in the North Sea and we believe that this term 

should be used in the Government’s proposed legislation on OEIs as it more accurately 

describes the End Client in the domestic oil and gas industry. 

Annex 1 

List of offshore oil and gas and contracting companies operating on the UK 

Continental Shelf exploiting OEIs 
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Below are the UK addresses of various companies providing a range of services to the 

offshore oil and gas industry and all of whom are well established entities in and around 

Aberdeen.  

However, none of these companies actually employed anyone currently working on the UK 

Continental Shelf – allegedly – as all workers are employed through ‘subsidiary’ companies 

based around the globe. As a trade union we represent these workers who are employed 

from a different jurisdiction at disciplinary, redundancy and grievance hearings and we 

negotiate with employers on pay and conditions for those workers. All of these functions are 

conducted in Aberdeen with Aberdeen based managers and at the addresses listed here. 

DRILLING CONTRACTORS 

Archer Seawell Services Ltd; Pavilion House, Howe Moss Drive, Dyce, Aberdeen, AB21 

0GL. (Working on various fixed installations operated by Chevron and Apache) 

Diamond Offshore (UK) Ltd; Howe Moss Drive, Kirkhill Industrial Estate, Dyce, Aberdeen, 

AB21 0GL. (Work floating drilling installations for various oil companies on the UK 

Continental Shelf (UKCS) ) Company registered in Bermuda. 

Dolphin Drilling Ltd; Howe Moss Drive, Kirkhill Industrial Estate, Dyce, Aberdeen, AB21 

0GL. (Work floating drilling installations and accommodation barges (Flotels) for various oil 

companies on the UKCS) Company registered in Singapore. 

Ensco Offshore (UK) Ltd; Ensco House, Badentoy Avenue, Badentoy Industrial Estate, 

Portlethen, Aberdeen, AB12 4YB. (Work floating drilling installations for various oil 

companies on the UKCS) Company registered in Bermuda. 

KCA Deutag Drilling Ltd; Minto Drive, Altens Industrial Estate, Aberdeen, AB12 3LW. 

(Work on various fixed installations operated by CNR, Enquest, Exxon and others) 

Company registered in Cyprus. 

Maersk Contractors; Maersk House, Greenbank Road, East Tullos, Aberdeen, AB12 3BR. 

(Work floating drilling installations for various oil companies on the UKCS) Company 

registered in Singapore. 

Noble Drilling (UK) Ltd; Farburn Industrial Estate, Dyce, Aberdeen, AB21 7HG. (Work 

floating drilling installations for various oil companies on the UKCS) Company registered 

in the Cayman Islands. 
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Northern Offshore UK Ltd; 1 Abercrombie Court, Prospect Road, Arnhall Business Park  

Westhill, Aberdeenshire AB32 6FE. (Drilling contractors) Company registered in the 

British Virgin Islands. 

Odfjell Drilling (UK) Ltd; Bergen House, Crawpeel Road, Altens, Aberdeen, AB12 3LG. 

(Work on fixed various fixed installations operated by Talisman and others) Company 

registered in Singapore. 

Pride North Sea (UK) Ltd; Torridon House, Regent Quay, Aberdeen, AB11 5AR. (Work 

floating drilling installations for various oil companies on the UKCS) 

Rowan Drilling (UK) Ltd; Rowan House, Peterseat Drive, Altens, Aberdeen AB11 5BS. 

(Work floating drilling installations for various oil companies on the UKCS) 

Stena Drilling Ltd; Ullevi House, Greenbank Crescent, East Tullos, Aberdeen, AB12 3BG. 

(Work floating drilling installations for various oil companies on the UKCS) Company 

registered in Singapore. 

Transocean Drilling; Landlands House, Huntly Street, Aberdeen, AB10 1SH. (Work 

floating drilling installations for various oil companies on the UKCS) Company registered 

in Barbados. 

CATERING CONTRACTORS (As at 4th May 2012) 

Aramark Plc; First Floor, Pavilion 2, Kirkhill Business Park, Howemoss Drive, Dyce, 

Aberdeen, AB21 0GD. (Work on fixed and floating installations for various oil, diving and 

drilling companies) Company registered in the USA. 

 

Eurest Support Services (Compass); 13-14 Carden Place, Aberdeen, AB10 1UR. (Work 

on fixed and floating installations for various oil, diving and drilling companies) Company 

registered in Denmark. 

 

Sodexho Remote Sites Scotland Ltd; 5th Floor Exchange Tower 2, 62 Market Street 

Aberdeen, AB11 5PJ. (Work on fixed and floating installations for various oil, diving and 

drilling companies) Company registered in Netherlands. 
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Trinity International Services Ltd; Alliance House, 11 Bon Accord Square, Aberdeen, 

AB11 6DJ. (Work on fixed and floating installations for various oil, diving and drilling 

companies) Company registered in Singapore. 

Entier; 1st Floor Regent Centre, Regent Road, Aberdeen, AB11 5NS. (Work on fixed 

installations for the Apache oil company) Company registered in Singapore. 

ENGINEERING/MAINTENANCE CONTRACTORS 

Petrofac Facilities Management Ltd; Bridge View, 1 North Esplanade West, Aberdeen, 

AB11 5QF. (Work on numerous fixed installations for various oil companies) Company 

registered in United Arab Emirates and Jersey. 

Wood Group PSN; John Wood House, Greenwell Road, East Tullos, Aberdeen, AB12 3AX. 

(Work on numerous fixed installations for various oil companies) Company payroll 

registered in Guernsey. 

Sparrows Global Services Ltd; Foveran House, Denmore Road, Aberdeen, AB24 5JW. 

(Work on numerous fixed installations for various oil companies) 

EnerMech FZE Limited; Howes Road, Bucksburn, Aberdeen, AB16 7AG. (Work on 

numerous fixed installations for various oil companies)  

BIS Salamis (M&I) Limited; Greenhole Place, Bridge of Don, Aberdeen, AB23 8EU. (Work 

on numerous fixed installations for various oil companies). Company registered in 

Germany. 

Maersk Contractors Ltd; Maersk House, Crawpeel Road, Altens, Aberdeen, AB12 3LG. 

(Work on various fixed and floating installations on the UKCS) Company registered in 

Singapore. 

Numerous other service companies exist which also operate a system whereby employees 

are transferred to a subsidiary somewhere abroad, but are effectively still managed from 

Aberdeen. Companies like; Baker Hughes, Schlumberger, Expro, Halliburton and many 

others providing services to floating and fixed installations.  

 


