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28 July 2022


Dear Sir George,

Thank you for your email dated 28 July, to the Rt Hon Kwasi Kwarteng MP, enclosing correspondence from your constituent Dr Jennifer Lanipekun of 21 Barford Road, Longview, Merseyside L36 8DE, regarding the Jackdaw gas field. The Secretary of State has asked me to respond.

Currently around half of the UK’s demand for gas is met through domestic supplies; however, the UK Continental Shelf is a mature oil and gas basin, where production is declining naturally. In meeting net zero, the UK’s use of both these fuels is also set to reduce significantly; it is likely that the UK will see its gas consumption reduce by over 40 per cent by 2030, and by 2050 it may be using just a quarter of the gas that it uses now. 
 
The Government will introduce a climate compatibility checkpoint, which will be used to assess whether any future licensing rounds remain in keeping with the UK’s climate goals. The UK is also working to reduce the emissions of its offshore oil and gas further, by driving rapid industry investment in electrifying offshore production. 
 
Even with declining demand, the natural decline of many of the UK’s offshore fields means that the UK is likely to remain a net importer of both oil and gas; a faster decline in domestic production would mean importing more oil and gas. The North Sea Transition Authority plans to launch another licensing round in the autumn, taking into account the forthcoming climate compatibility checkpoint and the need for energy security. 
 
The North Sea will still be a foundation of the UK’s energy security in decades to come, although focussed on an increasingly wide range of new low-carbon energy technologies including carbon capture usage and storage, offshore wind and hydrogen production. 
 
Development proposals for oil fields under existing licences are a matter for the regulators - the North Sea Transition Authority and the Offshore Petroleum Regulator for Environment and Decommissioning (OPRED) - following their standard regulatory processes. As part of that regulatory process, OPRED complete an Environmental Impact Assessment and a public consultation on any proposal, ensuring the impact on the environment is taken into account. Following such an assessment of the environmental statement of the Jackdaw project, including the carbon emissions associated with the proposal, OPRED have concluded that the project will not have a significant effect on the environment. On this basis, OPRED agreed to the grant of consent by the North Sea Transition Authority. OPRED’s decision can be found at www.gov.uk/government/publications/jackdaw-field-development. 
 
The Government agrees with your constituent, who argues that energy efficiency in homes and expanding the renewable energy sector, are some of the best long-term solutions for reducing household energy costs and fuel poverty. Indeed, improving insulation across the UK’s housing stock also aligns with our commitment to reach net zero carbon emissions by 2050. This legally binding target is backed by a commitment to spend a £6.6bn in this Parliament on decarbonising heat and buildings. 
 
Furthermore, the Government recently published the British Energy Security Strategy on 7 April following rising global energy prices and volatility in international markets. This includes bold new commitments to supercharge clean energy and accelerate deployment, which could see 95% of Great Britain’s electricity set to be low carbon by 2030. 
 
Finally, with regards to your constituent’s point regarding tax paid by Shell, in certain circumstances companies will be eligible for tax relief. The amount of tax relief that is available to a company will depend on the circumstances at the time the relevant expenditure is incurred, including the level of historic profits that will have been subject to tax. Tax relief is a normal part of a corporate tax system where there are genuine costs to the industry, such as the safe removal of infrastructure at the end of a field’s life. These are not subsidies; they are tax deductions that in some cases lead to repayments of tax previously paid to HMRC. 
 
The UK Government places additional taxes on the extraction of oil and gas, with companies engaged in the production of oil and gas on the UK Continental Shelf subject to headline tax rates on their profits that are currently more than double those paid by other businesses. To date, the sector has paid more than £375 billion in production taxes. All taxes are kept under review and any changes are announced by the Chancellor. 

Thank you again for writing. I hope you and Dr Lanipekun will find this reply helpful.

Yours ever
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