Look deeper. Seize the opportunity.
Upstream Industry
Global Investment and Innovation Incentives (Gi³)

Exploration and Production (E&P) companies of all sizes can secure significant cash
benefits from their innovation activities through R&D tax relief. Making the claim is a
compliance matter, but preparing a claim correctly requires a thorough understanding
of the company’s underlying technological developments and accounting processes.
In today’s challenging market conditions,
E&P companies are under intense pressure
to improve operational performance, and
to identify and commercialise new fields
to tighter budgets, and within shorter
timescales. The development and application
of innovative technologies will play a
significant role in responding to this pressure
and ultimately contribute to short-term
survival and long-term success.
R&D tax relief applies to activities whose
associated costs are revenue in nature.
While this would exclude exploratory and
appraisal work, which is typically capitalised,
there can be significant costs associated
with subsurface, exploration and production
development activities. These costs are often
expensed until such time that the project
meets the criteria to be capitalised. Costs
captured as intangible, assets (e.g. drilling)
may also qualify for R&D tax relief depending
on the specific fact pattern. Where R&D
activities meet the R&D criteria, the benefit
of making an R&D expenditure credit (RDEC)
claim can be up to 29.4% of the qualifying
expenditure, with the highest level of benefits
arising where costs are captured inside the
ring fence.
Technical documentation in support of an
R&D claim is typically very different from
that produced for internal purposes, and its
preparation can be time consuming for those
who are unfamiliar with the complexities of

the tax legislation. For a claim to be robust,
the technical documentation must highlight
the technological complexities faced,
present them in a way that a tax inspector
can appreciate and demonstrate a direct
link between those complexities and the
associated costs.
Deloitte has a dedicated team that includes
a group of highly qualified senior engineers
and scientists. Together, their combined
industry experience amounts to more than
50 years.
Our R&D specialists are sited within the
energy and resources technology clusters
across the UK, allowing us to leverage local
industry knowledge with the best in class tax
practices to help our clients benefit from this
regime.
Our experience of preparing a wide range
of claims in the E&P sector suggests that
many E&P businesses are still unaware of
the extent to which their activities are eligible
for R&D incentives. Claims should not be
limited to research centres. In addition, we
work with many of the industry’s largest
oilfield services companies, enabling us
to understand the requirements and
challenges across the full spectrum (OFS and
upstream) of stakeholders and technologies,
for example downhole tool development
from its inception to application in new field
developments.

Activities likely to qualify as R&D
Our technological expertise covers the full spectrum of activities from exploration,
appraisal, development, production and decommissioning. Examples of eligible activities
we have claimed successfully include:

Exploration and reservoir modelling – scientific or
technological projects to improve reservoir and geological
models and improve under-performing reservoirs in mature
basins, such as the development of enhanced simulation
workflows or improved seismic surveying acquisition techniques.

Subsurface and drilling – many new discoveries are too small
to develop on a separate production platform, and contain
technologically challenging fluids which are highly corrosive,
or low viscosity, or at high pressures and temperatures.
These challenges are driving innovative drilling and subsea tieback technology developments.

Production developments – once a field is in production,
technology developments will continue throughout the lifetime
of the field: In addition, increasingly stringent safety and
environmental legislation is forcing operators to develop new or
improved technologies.

Some developments may involve substantial revenue
expenditure eligible for an R&D claim, such as testing of
prototype equipment, consumable or transformable materials
(e.g.chemicals used in enhanced oil recovery trials) and software
expenses.

The Deloitte difference
In addition to assisting with R&D tax relief our market leading team can also assist with Patent Box benefits, accelerated tax depreciation
on capital assets and the identification and securing of UK and EU grants. We understand the global dynamics that affect the funding of
your investment and innovation strategy. The Gi³ process ensures that we can efficiently acquire an understanding of your business and
identify the grants and incentives opportunities that may apply.
Global reach
Gi3 helps you see all the possibilities by
identifying incentive opportunities available
to your company worldwide.
Technology at the centre
Leverage technology for operational
efficiency and to gain a clear vision of
relevant opportunities.
Industry experience
Gi3 practitioners globally know and
understand your industry, your business
language, and your technology language.

Lifecycle view
Each incentive must be considered in the
context of the investment and innovation
lifecycle to realise the full financial and
commercial benefit.

Thought leadership
Governments across the globe seek the
insights of Deloitte people to help in the
development and design of their own
incentive policies.

Leveraging the ecosystem
Innovation does not happen in a vacuum.
Connecting with the relevant government
bodies and research institutes will propel
your innovation capability. Deloitte helps
you build winning relationships.

Total perspective
Deloitte’s broad range of specialised
services are available to help you consider
the impact of incentives on your wider tax,
financial and commercial activities so you
can further enhance and accelerate your
business opportunities.

Technology continues to play a key role in the upstream industry. Technical challenges
are constantly being solved as companies and their customers seek the most advanced
and reliable technologies at lower cost, for more challenging fields and to shorter delivery
timescales. As with any technology project, companies want the best return on their R&D
investment over the expected life of the development.
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We believe that business needs to innovate to grow, and by harnessing our
passion for technology, we help our clients receive appropriate reward for their
innovation activities.
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