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Summary  

● The UK government is introducing an Energy Profits Levy (windfall tax) on the extraordinary 
profits North Sea oil and gas companies are making. The windfall tax is expected to raise £5 
billion over the next year to support families through the cost of living crisis. 

● The UK is currently one of the lowest-tax locations for offshore oil and gas producers in the 
world, with the public purse missing out on vital tax revenues. As a result of the war in 
Ukraine alone, the UK oil and gas industry is likely to generate an estimated £11.6 billion in 
extra profit. MPs should support amendments which would make the tax increase permanent, 
and bring UK oil and gas taxation in line with international averages. 

● The new Investment Allowance announced with the levy creates a loophole in the windfall tax 
and could result in an additional £6 billion in public subsidies to oil and gas companies. MPs 
should support amendments which remove the Investment Allowance for new oil and gas 
projects so that more revenue can be spent on supporting families to keep warm this winter.  

● The UK government should also use the revenue gained through the windfall tax to introduce 
a home energy efficiency retrofit programme, which would permanently lower energy bills 
and protect the hardest hit UK homes against future shocks. 

 

Background  
 
Record high oil and gas prices due to volatile international prices have led to oil and gas companies 
generating unprecedented profits. As a result of the war in Ukraine alone, the UK oil and gas industry is 
likely to generate an estimated £11.6 billion in extra profit. The UK government is introducing an Energy 
Profits Levy, a new 25% surcharge on the extraordinary profits the North Sea oil and gas companies are 
making. The Energy Profits Levy is expected to raise £5 billion over the next year, which will partially 
fund a £15 billion support package to help UK households struggling with soaring energy bills. From 
October, nearly every domestic electricity customer in the country will receive a £400 discount off their 
energy bill under the new measures. The levy will apply to company profits from 26 May 2022.  
 
Tied to this levy, however, is a generous tax relief for oil and gas companies. The new Investment 
Allowance creates a loophole in the windfall tax and means that whatever a company invests in oil and 
gas, almost as much (80%) will be discounted from their windfall tax bill. The new allowance is designed 
to incentivise industry to invest in UK oil and gas production.  
 
However, new oil and gas extraction will not deliver UK energy security as the price of oil and gas 
produced in the North Sea is set by changes in oil and gas demand and supply around the world, which 
is unaffected by any comparatively minor increase in production in the UK. Energy and climate experts 
globally are also agreed that there must be no new fossil fuel projects in order to stay within the agreed 
limit of 1.5 degrees warming. 

https://www.greenpeace.org.uk/wp-content/uploads/2022/04/UK-Big-Oil-War-Windfall-Analysis..pdf
https://docs.google.com/document/d/1f4dIX8tHUFmWVZCv537AR6VeTP_aVDXhxootX0KqUrc/edit?usp=sharing


 
To fulfill the objective of the Energy (Oil and Gas) Profits Levy Bill of raising billions of pounds to support 
the UK public in the face of a historic cost of living crisis, MPs should support amendments which 
strengthen the bill, outlined below. 
  

1. The Energy (Oil and Gas) Profits Levy must be increased and made 

permanent  
 
The Energy (Oil and Gas) Profits Levy should be increased to 30% to bring the UK in line with the 
international average. The Energy Profits Levy temporarily raises the UK tax rate by 25% to 65%. 
However, this is still 5% below the global average. The UK is currently one of the lowest-tax locations for 
offshore oil and gas producers in the world, with a total tax rate of only 40% on profits. This makes the 
UK one of the most profitable locations for oil and gas producers. The global average rate is 70%, while 
other countries such as Mexico and India have tax rates even higher. The UK’s neighbor Norway has a 
taxation rate of 78%. 
 
The 2025 sunset clause on the levy should be removed, so that a higher tax rate becomes a 
permanent feature of the UK’s tax regime. A one-off windfall tax is an important first step in addressing 
the immediate impacts of an energy crisis brought about by the Russia-Ukraine war and subsequent 
rising energy bills. However, this temporary increase, which is still below the global average, will not 
have a lasting impact unless the higher tax rate is made into a permanent feature of the UK tax regime. 
The 2025 sunset clause should be removed, or the tax rate increase could be put on a sliding scale which 
can increase or decrease in relation to the price of oil and gas over time. This revenue should support 
energy efficiency measures to permanently lower energy bills and protect UK homes against future 
shocks. 
 

2. The Investment Allowance for new oil and gas should be removed 

from the Energy (Oil and Gas) Profits Levy Bill 
 
The Investment Allowance for new oil and gas should be removed from the Energy (Oil and Gas) 
Profits Levy Bill. The UK has given North Sea oil and gas companies almost £14 billion in subsidies since 
signing the Paris Agreement in 2015. This potential new subsidy for fossil fuel investment is thought to 
be worth at least £1.9 billion a year to the oil and gas industry – against the estimated £5 billion the 
Chancellor hopes to raise from his windfall tax. That means that overall this new tax relief will 
potentially hand an additional £6 billion in public subsidies to oil and gas companies. Further, there is a 
chance that this new subsidy could lead to otherwise economically unviable projects being developed 
and these becoming stranded assets, with little or no economic value.  
 
Oil and gas companies are already benefiting from this subsidy. The approval of the Jackdaw gas field 
means Shell, which recorded record quarterly profits of over £7 billion earlier this year, will pay £210 
million less in windfall tax on this field alone, according to analysis of Rystad Energy data by Uplift. If the 
Investment Allowance is removed, this money could go directly to energy efficiency measures which 
would help struggling households this winter.  
 

For more information, please contact: 
Gwen Buck, Public Affairs Manager, Uplift | gwen@upliftuk.org | 07902984829 
Ami McCarthy, Political Campaigner, Greenpeace | ami.mccarthy@greenpeace.org | 07583189375 

https://www.independent.co.uk/climate-change/news/rishi-sunak-climate-change-oil-gas-tax-b2089089.html
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