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The general rule is that profits from certain oil and gas related 

activities carried on offshore are treated as profits arising in the 

UK and may therefore be taxable in the UK. 

Companies providing services to oil companies
This applies to companies providing services to oil companies in 

support of their operations to explore and extract oil and gas from 

the North Sea. These services include (but are not limited to):

• seismic surveys;

• the operation of drilling rig services;

• construction activities such as pipe laying; and

• the operation of FPSOs etc.

Profits within the charge to UK tax
In order for a UK tax liability to arise both:

• the location of the resources; and

• the place of performance of the relevant activities.

must be in the UK and/or territorial waters and/or the  

UK Continental Shelf (UKCS).

The exact nature of the activities being carried out may need  

to be considered. A number of issues can arise, for example:

• where the activities are carried on for a UK customer, is it the 

UK customer that is carrying on activities in the UKCS or  

the contractor?;

• where the assets being used are leased, is the lessor carrying 

on any activities in the UKCS or merely providing equipment?

UK taxation of non-resident companies 
working on the UK continental shelf

Income from rights to natural resources
Income from certain rights to natural resources which are 

offshore but within a designated area will also be subject  

to tax in the UK.

Double taxation relief
If the non-resident company is a resident of a country with 

which the UK has a double taxation agreement (DTA), the 

agreement may restrict the UK’s taxing rights and reduce or 

eliminate any UK taxation. This will depend on the wording of 

the relevant treaty, if any. DTAs can reduce or eliminate a UK  

tax liability in a number of different ways, for example:

• activities on the UKCS may not be regarded as activities 

carried on in the UK;

• UK taxing rights may be restricted to situations where there  

is a ‘permanent establishment’* in ‘the UK’*;

• profits from the operation of ‘ships’* ‘in international traffic’* 

may not be taxable in the UK;

• profits from the operation of certain types of vessels (such as 

supply boats, tugs and anchor handling vessels) may not be 

taxable in the UK; and

• profits from activities carried on in the UK for short periods 

may be exempt from UK tax.

*Each of these terms has a specific meaning.

The terms of the relevant treaty, and the activities being carried 

out, will need to be considered carefully. 

For more information please visit:

www.moorestephens.co.uk/offshoremaritime

We believe the information in this fact sheet to be correct at the time of going to press, but we cannot accept any responsibility for any loss occasioned to any person as a result of action 
or refraining from action as a result of any item herein. Printed and published by © Moore Stephens LLP, a member firm of Moore Stephens International Limited, a worldwide network of 
independent firms. Moore Stephens LLP is registered to carry out audit work in the UK and Ireland by the Institute of Chartered Accountants in England and Wales. Authorised and 
regulated by the Financial Conduct Authority for investment business. DPS23388 February 2014


