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1. Recommendations

1.1 Honourable Members are recommended to approve the period for expenditure incurred
on the decommissioning of oil assets is extended from 3 years to 10 years from the date
the expenditure is incurred.

2. Additional Budgetary Implications

2.1 None




3.1.

3.2.

3.3.

4.1.

4.2,

4.3.

5.1.

Executive Summary

In 2018 the “Open for Investment” consultation on Falkland Island oil legislation was
undertaken with interested parties. The current Falkland Islands legislation provides that
expenditure incurred on decommissioning expenditure can be carried back against profits
earned in the previous 3 years. The consultation document recognised that 3 years did
not provide taxpayers with full tax relief on the expenditure incurred.

The consultation concluded that the period be extended to 5 years, with the proviso that
“the position is reviewed nearer the time when there is more certainty about the
economic effects of further extensions beyond this point” [reference 5.4.4 121/18 Oil
Taxation — Conclusions from public consultation].

Following further evaluation of the overall economic assumptions and refined costings
and the timing of when the costs are incurred it is recommended that the
decommissioning relief period is extended to 10 years.

Background and Links to the new Islands Plan 2018-2022

Exco Paper 09/18 provides detail and background on the benefits of consulting on the
future of the oil regime.

A key theme in the 2018-2022 Island Plan is the economic development of
hydrocarbons. A key point in this paper is to “create attractive conditions to facilitate
external investment for existing and new hydrocarbon projects”.

The extension of the decommissioning expenditure carry back for 10 years improves the
attractiveness of the Falklands Islands oil tax regime.

Options and Reasons for Recommending Relevant Option
Extend the decommissioning expenditure carry back period to 10 years

REDACTED

5.1.1. Recommendation: Extend the carry back period to 10 years.

5.2.

Retain the carry back period of 5 years.

5.2.1.A carry back period of 5 years does not give the taxpayer any tax relief on

decommissioning costs. It is therefore not recommended that the 5 year carry back
period proposal is retained.

5.2.2.1t is not recommended to retain the carry back at 5 years.

6. Resource Implications

6.1.

6.2.

Financial Implications
REDACTED

Human Resource Implications




None

6.3. Other Resource Implications
None

7  Legal Implications

7.1 The current legislation in S114 Taxes Ordnance 1997 is required to be updated from the
current 3 years to either 5 years, as approved by Exco under paper 121/18 or 10 years as
recommended in this paper.

8.1 Environmental & Sustainability Implications

8.1 None

9.1 Significant Risks

9.1 None

10.1 Consultation

10.1 Consultation has taken place with Members of the Legislative Assembly. There is a

continual dialog with Premier on the Falkland Island tax regime through the Subject Matter

Expert Group that represents Premier and its advisors together with Freshfields Bruckhaus

Deringer and representatives of the Falkland Island Tax Office.

11.1  Communication

11.1 Once the legislative updates have been made to the Taxes Ordinance the taxation

website will be updated so interest parties will be able to trace the consultation responses
to the relevant amended sections in the Taxes Ordinance.



