
The Economics of Petroleum Extraction in the UKCS: 
The Fiscal Regime in light of the changes in the 2015 March Budget 
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Research Questions 

• How profitable is petroleum recovery in the 
UKCS now? 

• Will the fiscal system attract new investment? 

• Are the taxes distorting? 

Methodology 

• Discounted Cash Flow Analysis 

• NPV, IRR & NPV/I  

• Sensitivity Analysis 

Input Data; Costs, 
Revenues & Field Size 

Discounted Cash Flow 
Model 

Profitability Measures; 
NPV, IRR & NPV/I 

Government & Investor 
Take 

Results 

Conclusion 

• Larger obtainable revenues for Government 
and also Investor since Budget Changes 

• Fiscal System will attract new investors 

• Progressive taxes are not distorting  

• More work needs to focus on cutting costs 
and incentivising exploration activities 

Motivation 

• Low oil price, high operating costs and an out 
of date fiscal system  

• Budget changes 2015 

• Need to create incentives to encourage 
investment  


