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Oil and Gas Direct Tax Forum 

24th March 2015, 3pm, Bush House, Strand, London 

 

1. Minutes of last meeting, apologies, matters arising and action points 

1.1 Andrew Hoar (AH) explained that he would be chairing the meeting in place of Alan Tume, 

who was unable to attend. 

1.2 AH advised a number of staff changes: Russell Malloch will be retiring shortly and Tony 

Chanter will be moving on to another job within HMRC next month.  Thanks was expressed to 

both for their invaluable contributions to oil and gas over the years.  Zahid Ismail will replace 

Russell Malloch.  Tony’s replacement will be announced as soon as possible.  Cordelia 

Gummer has replaced Lloyd Hopkin as the Civil Service Fast Stream member of the policy 

team. 

1.3 AH ran through the action points from the last meeting: 

HMT to host a meeting on Friday 12th December to debrief the measures introduced at 

Autumn Statement and points forward.  Natalie Reeder (NR) HMT advised that the meeting 

was held so this action is complete. 

HMRC pointed out that often these (DECC BFA guidance changes) were very modest 

changes.  They agreed to disseminate a note around through emails when the guidance was 

updated.  AH explained that there had not been any guidance changes since the last meeting, 

but DECC/HMRC had taken on board the feedback and would let industry know in future 

when changes are made. 

HMRC also reminded industry that it is possible to file PRT returns electronically.  HMRC 

promised to write to industry summarising the available filing options.  AH noted that HMRC 

had passed a note to UKOITC on 4 March and it was circulated. 

PRT Certificates and EITI would be covered under the relevant agenda items. 

2. Oil and gas tax policy 

2.1 Budget 2015 

2.2 NR noted that most attendees had been at the HMT meeting yesterday so she would only 

briefly summarise some key Budget announcements.  These were as follows: 

Investment Allowance: The government confirmed the introduction of an Investment 

Allowance to support new investment in the UKCS and simplify the existing system of offshore 

field allowances.  The allowance will exempt a portion of profits equal to 62.5% of a 

company’s qualifying investment expenditure from the Supplementary Charge, and will be 

available for projects in both new and existing fields. The allowance will apply to investment 

expenditure incurred on or after 1 April 2015.   

Supplementary Charge: Building on the 2% reduction announced at Autumn Statement 2014, 

Budget 2015 announced that the rate of the Supplementary Charge will be reduced from 30% 

to 20% with effect from 1 January 2015. 
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Petroleum Revenue Tax: The rate of Petroleum Revenue Tax will be reduced from 50% to 35% 

to encourage investment in incremental projects in older fields and extend the life of key 

infrastructure needed to make small new discoveries commercially viable.  This change will 

have effect for chargeable periods ending after 31 December 2015. 

Seismic Surveying: The government confirmed it will provide £20m of funding in 2015-16 for a 

programme of seismic and other geoscientific surveys to boost exploration in under-explored 

areas of the UKCS. The funding will be allocated to DECC/the Oil and Gas Authority to 

commission a programme of seismic and other geoscientific surveys and the programme is 

expected to take place in Summer-Autumn 2015. 

Decommissioning: DECC already has the powers to scrutinise companies’ plans for 

decommissioning programmes to ensure they consider the environmental impacts.  The 

government will make sure the Oil and Gas Authority has the powers it needs to ensure they 

are also cost effective. The government is also going to work with the Oil and Gas Authority 

and the industry to ensure the supply chain is equipped to take up the opportunities offered 

by timely decommissioning. 

Cluster Area Allowance: At Autumn Statement, the government announced the introduction 

of a new Cluster Area Allowance to support the development of high pressure high 

temperature projects and encourage exploration in the surrounding ‘cluster’. Following 

consultation, the legislation has been revised to introduce a power to extend the definition of 

qualifying expenditure in the future by secondary legislation, and to introduce a restriction for 

expenditure incurred on the acquisition of a licence interest.   

2.3 Industry expressed their thanks to HMT and HMRC for all the work involved in delivering the 

Budget measures, particularly the Investment Allowance, which was delivered to an 

exceptionally tight timescale. 

2.4 Industry asked what the next steps would be on the priority areas identified in the Investment 

Allowance consultation document e.g. qualifying expenditure.  NR advised that there would 

not be any formal consultations.  There may be some working groups or informal discussions 

but in most areas HMT and HMRC feel that they have a good idea of the industry position 

from discussions held already.  On some of the other areas identified in the oil and gas plan, 

such as discussions around support for exploration and on decommissioning, these would be 

looked at in 2015. 

2.6 NR reminded industry that purdah would begin on 30th March.  Whilst meetings could still 

take place with HMT between then and the election, HMT would be in listening mode only as 

they would not be in a position to give a government view. 

2.7 PRT Certificates 

2.8 NR advised that the industry letter had been received and HMT would be putting up advice to 

Ministers regarding the requested waiver approach.  HMT will let industry know as soon as a 

decision has been made. 

2.9 Industry asked whether the waiver could be signed by one company on behalf of the group, or 

did all companies need to sign (not just the signatories to the Deed)?  HMRC noted this point 

and advised that this could be looked at as part of the detail, should Ministers agree to the 
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waiver approach.  It was hoped that the issues could be addressed without recourse to 

legislation.   

2.10 EITI 

2.11 Carolinn Booth (CB) gave the following update on EITI: 

 Reconciliation methodology:  Since the last Direct Tax Forum, the methodology to be used for 

reconciling HMRC receipts with company payments has been agreed by the MSG.  For the 

calendar year 2015, there is an option for companies making ring fence CT/SC and mainstream 

CT payments to make a separate payment of mainstream CT and notify HMRC via the EITI 

mailbox.  This would allow HMRC to keep a record and ensure that any mainstream CT paid 

separately would not be included in the published EITI Reports.  Industry guidance was issued 

at the beginning of January covering this.  As the first EITI Report will cover the 2014 calendar 

year and the separate payment option was not available during 2014, companies will be asked 

to report the split of ring fence and mainstream CT.  Although HMRC will report total receipts 

it is anticipated that mainstream CT will be excluded from the published report. 

Interest and penalties:  A decision from the MSG is awaited on how interest and penalties 

should be reported, if at all.   

Independent Administrator (IA): The competition for the UK’s IA has concluded and the MSG 

hope to announce an appointment very shortly.   

EITI Reporting Template: This will be distributed by the IA over the next month or two and the 

anticipated timetable for completing and returning this will be late summer. Industry guidance 

to accompany the Template has been drafted and there has been an industry meeting to 

discuss.  A Confidentiality Waiver has been drafted which will need to be completed and 

signed before HMRC will release any data to the IA.  This has been drafted as narrowly as 

possible. 

Materiality threshold: The MSG has already agreed that the materiality threshold for EITI 

should be set at £86,000 but a decision is awaited on exactly how this will apply in practice. 

Identifying oil and gas companies potentially in scope: The MSG has decided to use the DECC 

list of petroleum licence holders to identify O&G companies who will be in scope of EITI and 

who will be sent an EITI Reporting Template.  In order to identify the correct person in each 

company to whom the Reporting Template should be sent, an email has been distributed by 

DECC asking for appropriate company contact details.  Attendees were encouraged to ensure 

that responses have been sent from their company. 

2.12 CB expressed her thanks to all the industry representatives who had contributed to EITI so far.  

Huge progress had been made over a short period of time and all in government are grateful 

for what has been achieved. 

3. Oil and gas technical issues 

3.1 SC apportionment of profits 

3.2 Anne Hurdman (AHM) advised that there had been a recent meeting with industry regarding 

the 2011 statutory SC change.  This had followed a letter issued by HMRC stating their views 

regarding the section 7(5) Finance Act 2011 election.  This letter had been sent to all 
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companies so that the full HMRC arguments are known to all companies where this is a live 

issue. 

3.3 AHM stated that the view expressed by industry at the meeting was that the bar for 

demonstrating to HMRC that time apportionment was unjust and reasonable was set higher 

than had been intended by Parliament.  HMRC do not agree and have explained the reasons.  

There was a suggestion that HMRC might receive a single response to the letter but AHM 

encouraged all companies to make an individual response based on their own case.  

Demonstrating that time apportionment works unjustly or unreasonably is specific to the 

facts.   

3.4 AH repeated the point made at the helpful meeting with industry, that the limited application 

of the test was always intended by HMG. If the resultant legislation failed to achieve that end 

(and HMRC did not accept that it did), then companies were entitled to make any challenge 

they thought appropriate 

3.5 Andrew Enever (AE) advised that although each company might have different facts which 

they are presenting, it would be useful to address the general point about where the bar for 

demonstrating unjust and unreasonable should be set.  This is the purpose of the single 

response. Industry had not had a follow up meeting to discuss their response to the earlier 

meeting but this would be taking place shortly 

3.6 AH noted that HMRC would be happy to receive a single technical argument letter from 

industry. In the meantime, where companies had yet to provide the underlying facts these 

should now be provided as soon as possible. Where all the facts have been provided (and 

groups may wish to confirm with their CRM that they have provided everything), HMRC will 

now respond to individual companies.  

4. Other 

4.1 Diverted Profits Tax (DPT) 

4.2 Martyn Rounding (MR) thanked industry for their participation in the February open meeting 

concerning the DPT and the interaction with oil and gas.  Following that meeting draft 

guidance was circulated for comments.  A number of representations have been received and 

these are being considered. 

4.3 Following the Autumn Statement 2014 announcement and subsequent technical consultation, 

Budget 2015 confirms that the DPT will be introduced from 1 April 2015.  The main change 

from the consultation draft legislation which affects oil and gas relates to the rate of DPT.  The 

DPT rate in the consultation draft legislation was set at 25% on taxable diverted profits.  This 

would not provide effective counteraction in relation to profits diverted from the ring fence 

rate to the normal CT rate. As a result, the DPT rate will be set at 55%, being 5% above the 

applicable ring fence rate, should companies carrying on oil and gas activity enter into 

contrived arrangements to which the DPT applies.  

4.4 Industry thanked HMRC for the opportunity to discuss the DPT and the draft guidance.  It is 

clear that HMRC have listened and taken industry concerns on board.  There are only a couple 

of areas of concern remaining and one of these is around the evidence that can be supplied to 

satisfy HMRC regarding the features to be taken into account in respect of mobile tangible 

assets.  Another is the insufficient economic substance test where there are a number of 



5 

 

preconditions.  It is unclear how these tests apply and in theory the DPT could affect every 

transaction where there is a payment out of the ring fence. 

4.5 MR advised that whilst the guidance was intended to provide general principles, it was not 

possible to address every circumstance, in particular because the DPT legislation is applicable 

to specific facts.  Companies could make specific enquiries on the application of the DPT to 

their own facts via their CRM.  Should there be further general queries these could be raised 

at a future Direct Tax Forum.  MR would be happy to share any concerns with the DPT team. 

4.6 The final DPT guidance was expected to be published within the next couple of weeks. 

4.7 R&D qualifying expenditure 

4.8 Industry advised that there were two points on R&D; the first was on the rate of the RDEC and 

the other on legislative changes to qualifying expenditure which seemed to be targeted at 

refineries. 

4.9 AH advised that the former point had been raised previously and was noted.  As regards the 

latter point, the published TIIN in respect of the Finance Bill 2015 changes to R&D qualifying 

expenditure did not indicate that there were any carve outs for oil and gas.  AH suggested that 

industry take some time to consider the legislative changes introduced in the Finance Bill and, 

if there are any specific questions, these can be dealt with at a future Direct Tax Forum. 

5. AOB 

5.1 Cases dealt with outside London 

5.2 Industry advised that they were receiving a different level of enquiry in relation to cases dealt 

with outside London and asked what HMRC’s plans were to ensure consistency across the 

cases and that experience and knowledge is maintained.  Zahid Ismail (ZI) advised that all the 

oil and gas Tax Specialists in Glasgow are co-located, which ensures that experience and 

knowledge is shared.  In addition, Glasgow are plugged in to the oil and gas sector technical 

meetings held in London.  It is envisaged that Glasgow will be able to provide the same level of 

service as has always been the case. 

5.3 Scottish Rate of Income Tax (SRIT) 

5.4 HMRC advised that a note on the SRIT had been circulated to UKOITC, who would send this 

round.  SRIT will be introduced from 6 April 2016 and will be paid by Scottish taxpayers.  

HMRC will advise employers whom they should treat as a Scottish taxpayer by providing the 

appropriate tax code. 

5.5 Next meeting 

5.6 The next meeting will be held on Tuesday 16th June 2015 between 3pm and 5pm.   

5.7 Industry requested that HMRC consider whether it would be possible to provide dial in 

facilities for future meetings to allow colleagues from Aberdeen to participate. 


