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Made - - - - *xxx 2013

Coming into force in accordance with article 1

The Commissioners for Her Majesty’'s Revenue andtddus make the following Order, in
exercise of the powers conferred by sections 34B3®A of the Corporation Tax Act 20H)(
and paragraph 22 of Schedule 22 to the Financ@@(2p).

In accordance with sections 349 and 349A of thep@mation Tax Act 2010, a draft of this Order
was laid before the House of Commons and approyedrbsolution of that House.

Citation, commencement and interpretation

1—(1) This Order may be cited as the Additionallyeleped Oil Fields Order 2013 and is
treated as having come into force on 1st April 2013

(2) In this Order “CTA 2010” means the Corporation Pect 2010.

Additionally-developed oil field
2—(1) The conditions which a project that is desedilin a consent for development of an oil
field must meet for the purposes of section 349(10f CTA 2010 are as follows.

(2) Condition A is that the project was authorised a&ntioned in section 349A(1)(a) of CTA
2010 on or after 7th September 2012.

(3) Condition B is that the cost per tonne of the pbje more than £60.

(4) Condition C is that the additional reserves ofwdiich the field has as a result of the project
have not been taken into account in calculatingcthe per tonne of any qualifying project that
has previously been authorised in relation to igle .f

(5) A project authorised in relation to an oil fieldas‘qualifying project” for the purposes of
paragraph (4) if a field allowance has at any theen held for the field as a result of the project.

(6) Condition D is that, as at the authorisation dag,whole of the oil field lies on the seaward
side of the baselines from which the territoriad semeasured.

(7) Condition E is that the project does not involvéamced oil recovery using carbon dioxide.

(&) 2010 c. 4; section 349 was amended by paragrami $chedule 22 to the Finance Act 2012 (c. 14)) settion 349A was
inserted by paragraph 15 of Schedule 22.
(b) 2012c. 14.



(8) For the purposes of this article the “cost per &rof a project authorised in relation to an
oil field means the amount given by—

E
R

where—
E is the expected capital expenditure of the ptdje paragraph (9)), and

R is the sum of the amounts of additional reseofesl (in tonnes) whickthe field and
any other oil fields have as a result of the priojec

(9) The expected capital expenditure of a project Isetaletermined as follows—
Sepl

Calculate the amount of capital expenditure whicls ireasonably expected, as at the
authorisation day, will be incurred in carrying ol project.

In calculating that amount, ignore any expendiiacarred before the authorisation day
which, if the project had not been authorised, Wdwdve been wasted expenditure.

Sep 2
Calculate the amount of any capital expenditurectvitiis reasonably expected, as at the

authorisation day, would have been incurred onftr ¢hat day if the project had not
been authorised.

In calculating that amount, ignore any expenditunéch—

(@) would have been incurred under an agreemergreshtinto before the
authorisation day, and

(b) would not have been wasted expenditure.
Sep 3
Deduct the amount given by step 2 from the amoivetngby step 1.

But if the amount given by step 2 is greater threnamount given by step 1, the expected
capital expenditure of the project is nil.

(10) In determining the expected capital expenditura pfoject—

(@) where an amount attributed to an item of expenglitinmcludes an amount for
contingencies, the amount so included may not ek26é6 of the amount that would be
attributed to that item of expenditure in the alegeof any amount for contingencies,

(b) expenditure is not to be treated as wasted expardid the extent that it is recoverable,
and

(c) the following are to be disregarded—

(i) any decommissioning expenditure (within the meandfigsection 330C of CTA
2010@)), and

(i) any payments of interest.
(11) For the purposes of this article—

(a) the amount of additional reserves of oil which eéldihas is to be determined on the
authorisation day,

(b) 1,100 cubic metres of gas at a temperature of Ysede celsius and pressure of one
atmosphere is to be counted as equivalent to omee{o

(c) *“authorisation day”, in relation to a project, medhe day when the project is authorised
as mentioned in section 349A(1)(a) of CTA 2010, and

(d) “territorial sea” means the territorial sea of theited Kingdom.

(a) Section 330C was inserted by paragraph 3 of Sdaetl to the Finance Act 2012.



Amendments of CTA 2010

3. Chapter 7 of Part 8 of CTA 2010 (reduction of dapgentary charge for eligible oil fields) is
amended as follows.

4.In section 337 (licensee to hold field allowancm), subsection (2), for “section 356"
substitute “sections 356 and 356A”.

5.In section 340 (conditions for activation of fieddowance where no change in equity share),
after subsection (5) insert—

“(6) But in a case where the field is an additibprdieveloped oil field in relation to
which a qualifying project has been authorised amtianed in section 349A(1)(a), the
company is to be treated as having relevant incioome the field in the accounting period
if, and only if—

(a) a substantial amount of work has been donel&tion to the project, and

(b) the accounting period begins on or after th&t flay of the year of expected first
production for the field.

(7) For the purposes of subsection (6)—

(a) “the year of expected first production” for theld is the year that was notified to
the national authority, on or before the day onclttthe project was authorised, as
the calendar year in which additional reservesilofvere expected to be first won
from the field as a result of the project, and

(b) “qualifying project” means a project meeting tbonditions in subsection (1)(aa)
and (b) of section 349A."

6. In section 341 (activation of field allowance),duobsection (3), for “section 356” substitute
“sections 356 and 356A”.

7.1In section 342 (conditions for activation of fieddlowance where change in equity share),
after subsection (5) insert—

“(5A) But in a case where the field is an additibyrdeveloped oil field in relation to
which a qualifying project has been authorised amtianed in section 349A(1)(a), the
company is to be treated as having relevant incioome the field in the accounting period
if, and only if—

(a) a substantial amount of work has been donelation to the project, and

(b) the accounting period begins on or after th&t flay of the year of expected first
production for the field.

(5B) For the purposes of subsection (5A)—

(a) “the year of expected first production” for theld is the year that was notified to
the national authority, on or before the day onclttthe project was authorised, as
the calendar year in which additional reservesilofvere expected to be first won
from the field as a result of the project, and

(b) *“qualifying project” means a project meetinge tbonditions in subsection (1)(aa)
and (b) of section 349A.”

8. In section 344 (activation of field allowance),duobsection (3), for “section 356” substitute
“sections 356 and 356A”.

9.In section 349A(1) (meaning of “additionally-dewpéd oil field”), for paragraph (a)
substitute—

“(a) since the time when consent for developmerthefoil field was first granted, the
national authority has authorised a project inti@fato the field,

(aa) the project is described in a further confandevelopment of the field, and”.

10. After section 356 insert—



“356A“Total field allowance for an additionally-developel oil field”

(1) For the purposes of this Chapter, the totaldfiallowance for an additionally-
developed oil field in relation to which a qualifig project has been authorised as
mentioned in section 349A(1)(a) is—

(a) if the field is not a cross-boundary field, tmount determined in accordance with
subsection (2), and
(b) if the field is a cross-boundary field, the ambdetermined in accordance with
subsection (3).
This is subject to subsections (4) and (7).

(2) In a case where the field is not a cross-bonynfikeld, the total field allowance for the

field is—

ARXSOXM

where—

AR is the amount of additional reserves of oiltnnes) which the field has as a

result of the project, and

CPT is—
(a) where the cost per tonne of the project isd&8®More, £80, and
(b) in any other case (where the cost per tonrt@eproject is less than £80
but more than £60), the cost per tonne of the ptdgxpressed in pounds).

(3) In a case where the field is a cross-boundifyg,fthe total field allowance for the
field is—
AxUKR

where—
A is the amount that would be determined in acaoecdawith subsection (2) as the
total field allowance for the field if it were natcross-boundary field, and
UKR is the fraction of the reserves of oil whicle tfield has lying within the UK
marine area.

(4) The total field allowance for an additionallgsaloped oil field may not exceed the
relevant maximum (see subsection (5)).

(5) The relevant maximum is—

(a) inthe case of a licensee in the field whaeislé to PRT, £500,000,000, and
(b) in any other case, £250,000,000.

(6) For the purposes of subsection (5) a licenseani oil field in relation to which a
qualifying project has been authorised as mentionedection 349A(1)(a) is “liable to
PRT” if—

(a) it is reasonably expected, as at the autharisatay, that the licensee will be
chargeable with petroleum revenue tax for a chéigeperiod in respect of its
share of the equity in the field, and

(b) the chargeable period is one in which oil igss@ably expected, as at the
authorisation day, to be won from the field assulteof the project.

(7) In a case where—
(a) the field is not the only additionally-developeil field that has additional reserves
of oil as a result of the project, and

(b) the sum of the amounts determined in accordaitbesubsection (2) or (3) (as the
case may be) in relation to each of those oil §iekl greater than the relevant
maximum (see subsection (5)),



the total field allowance for the field is the ned@t percentage of the amount determined in
accordance with subsection (2) or (3) (as the nasebe) in relation to the field.

(8) The relevant percentage is—

m><100
T

where—
RM is the relevant maximum, and

T is the sum of the amounts determined in accomlavith subsection (2) or (3)
(as the case may be) in relation to each of thé@iaddlly-developed olil fields that
has additional reserves of oil as a result of tiogept.

(9) For the purposes of this section—

(& 1,100 cubic metres of gas at a temperaturésadelyrees celsius and pressure of
one atmosphere is to be counted as equivalentetdarme,

(b) *“cost per tonne”, in relation to a project, hlas same meaning as in article 2 of the
Additionally-developed Oil Fields Order 2013,

(c) *“cross-boundary field” has the meaning givensiegtion 10(9) of the Petroleum
Act 1998,

(d) *“qualifying project” means a project meetinge tbonditions in subsection (1)(aa)
and (b) of section 349A, and

(e) “UK marine area” has the same meaning as irMene and Coastal Access Act
2009 (see section 42 of that Act).”
11—(1) Section 357 (other definitions) is amendedbdews.
(2) The existing provision becomes subsection (1).
(3) In subsection (1), in the definition of “authorisat day”, for paragraph (a) substitute—

“(a) in relation to an additionally-developed aédlfl and a project authorised in relation
to the field as mentioned in section 349A(1)(ag ttay when the project is so
authorised,”.

(4) After subsection (1) insert—

“(2) Any reference in this Chapter to a share & dyuity in an oil field (other than the
reference in section 356A(6)) is, in the case ofadditionally-developed oil field and a
project authorised in relation to the field as nared in section 349A(1)(a), to be read as a
reference to a share of theditional reserves of oil which the field has a®sult of the
project.”

12.In Schedule 4 to CTA 2010 (index of defined expi@ss), at the appropriate place insert—

“total field allowance for an additionally-  section 356A”.
developed oil field

Name
Name
Date Two of the Commissioners for Her Majesty’s &ae and Customs



EXPLANATORY NOTE
(This note is not part of the Order)

This Order specifies the conditions that a progactied out in an oil field must satisfy in order
for that oil field to be an “additionally-developeid field” (*“ADOF”) for the purposes of Chapter
7 of Part 8 of the Corporation Tax Act 2010 (c.(49TA 2010"). An oil field that is an ADOF
qualifies for a “field allowance”. The effect offigld allowance is to reduce the extent to which
profits are subject to the supplementary chargadufition, this Order inserts a new section 356A
into the CTA 2010. This new section prescribesnie¢hod by which the total field allowance for
an ADOF is to be calculated. This Order also makesimber of consequential amendments to
Chapter 7 of Part 8 of, and Schedule 4 to, the QUAQ; firstly, to specify the time at which a
company having an interest in an ADOF is entittethe field allowance, and secondly, to amend
section 349A(1) of the CTA 2010 so that the languafjithat provision more accurately reflects
the way in which approval for the carrying out odjects is granted.

The effect of this Order, read with section 337CGiA 2010, is that companies will be able to
hold a field allowance from the beginning of ang@mting period in which an authorisation day
that falls on or after 7th September 2012 fallsnBanies will be able to activate a field allowance
for any accounting period beginning on or after fing day of the first year of expected first
production; where the year of expected first praoidacis 2013, companies will be able to activate
a field allowance for any accounting period begiignon or after 1st January 2013 and ending on
or after 1st April 2013. Authority for this limitegbtrospective effect is given by section 349(3)(b)
of the CTA 2010.

Article 2 specifies five conditions that a projeetrried out in an oil field must satisfy in order
for that field to be an ADOF.

Articles 3 to 12 amend Chapter 7 of Part 8 of aode8Bule 4 to CTA 2010; articles 3 to 9 and
11 to 12 make the consequential changes referrablaee.

Article 10 inserts a new section 356A into the CZ@10. In summary, this section provides that
an ADOF receives an amount of field allowance, amtspecified maximum, based upon the
amount of capital expenditure which it is expect@tl be required to win a quantity of oil
measured in tonnes.

A Tax Information and Impact Note covering thistingnent was published on 23rd October
2012 and is available on the HMRC website at Halv.hmrc.gov.uk/thelibrary/tiins.htm. It
remains an accurate summary of the impacts thalt fesm this instrument.
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