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Objectives: 
Identify if reducing the tax liability on tariff 
income can increase investment in the UKCS      
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Motivation? 
Capital investment predicted to fall over 
the coming years, how can we arrest this 
decline? 

Main research question: 
 
• What would the results be if 3 different 

tax rates were applied to tariff income 
for receiving fields 

• System A – 62% 
• System B – 30% 
• System C – 20% 

Methodology: 
 
• Simple NPV Model 
• 4 Paying Fields With 1 Receiving Field 
• Measuring Pre and Post-Tax NPV 
• Sensitivity Analysis Focused on the Tariff 

Rate – Original tariff rate = $5 
• Empirical Research 

 

 
Results: 
 
• Reducing Tax Liability Can Make Fields 

Viable, Resulting In Investment 
• As shown in field 2, rate of $3 per barrel 

brings the field into production 
• Large emphasis on receiving field 

passing on the tax savings 

Conclusions: 
 
• Removing tariff income from high 

marginal tax rate can be effective 
• Needs to be used in conjunction with 

other incentives 
• Receiving fields need to be incentivised 

to pass along savings to paying fields 
• Empirical research shows large support 

for these measures 
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