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A fiscal regime comprise as follows: 
 

Legislative and Regulatory Arrangements 

Contractual /Licensing Arrangements 

Fiscal Arrangements  

 

Introduction  



Objectives of Fiscal Regime 

•Attracts Investments 

•Asserts ownership of resources  

•Predictable Revenues 

•Offers greater flexibility to capture  

  increasing rent as profitability increases 

•Supports Macroeconomic Stability 

•Encourages economic efficiency 

•Promotes diversification 

 

Government’s Perspective 



Objectives of Fiscal Regime 

Company’s Perspective 

•Adequate Rate of Return 

•Ability to repatriate profits 

•Economic/Fiscal Stability 

•Internationally recognised standards 

•Transparency and clearly defined 

processes & systems 

 

 



Strategic Approach  

Licensing Regime 

 

Legislation  

 

Bid Process 

Fiscal 
Features 

Market 

Environment  
•Competition 

(Markets) 

•Price Low/High  

Risks  
•Technical 

•Financial 

•Other 

Political 

Environment 
•Stability   

•Confidence   

   Social 
•Local Content 

•Energy Needs 

•Education  

Oil & Gas Reserves 
•Availability - Acreage 

•Emerging Industry 

•Mature Industry 

FISCAL                                                  

   REGIME 

Technology 
•Availability 

•Research & Development  

Ecological 
•Climate Changes 

•Carbon Trading 



 Tax/Royalty 
Systems 

 Production 
Sharing 
Contracts 

 Service 
Contracts 

 Incentives  

 Capital Allowances 

 Uplifts 

 Royalty & Tax Rates 

 Profit Splits  

 Consolidation or Ring 
fenced 

 Windfall Profit 
Features 

 Cost Recovery Limit 

 Financial Obligations 

 Domestic Market 
Obligations 

 

 

 

 

 

 Ownership of the 
resources 

 Governing 
Petroleum Laws 

 Tax Legislations 

 Environmental 
Laws  

 Local Content 
Policies or Laws 

 

 

 

 

 

Contractual 

Framework 

Fiscal Instruments 

Legislative 

 Framework 

Basic Components of A Fiscal Regime 



1970s 

• Rise of OPEC 
Control 

• Loss of 
Dominance of 
the Seven Sisters 

• Weak US Dollar 

• Quadrupling of  
Nominal Oil 
Prices 

Petroleum Act and 
Regulations  

• To monitor and 
regulate the oil 
industry 

• Petroleum  
Production Levy & 
Subsidy Act 

• To buffer  
increases in 
product prices 

 

Petroleum Taxes Act 

Industry divided into three 
distinct tax areas,  

Refinery  Throughput Tax 
introduced 

PPT Rate moved from 47.5% to 
50% 

 

Unemployment Act, 1970 
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1980s 

• Growth of Non-OPEC 
production 

• Impact of Iraq-Iran War 

• Repeated failures of 
OPEC to regulate 
production  

• Continued oil price 
increases to mid-1986 

• Collapse of prices after 
mid-1986 

Petroleum Taxes Act 

• 1980 -1991, PPT rate 
reduced to 45% 

• SPT introduced in 1981 to 
capture windfall profits 

• Series of amendments to 
SPT in 1985 and 1988 

 

Petroleum Act & 
Regulations 
 

• Sub-licences granted on 
land in 1988 

A Case Study – Trinidad and Tobago 



1990s 

• Gulf War 

• Oil price hike and later fall 
in 97/98 

• World Oil  Consumption 
Increasing 

• Strong US economy & 
booming Asian Pacific 

• By 1998 falling 
consumption and higher 
OPEC production 

• Growing concerns for the 
environment 

Petroleum Taxes 
Act 

• PPT rate increased 
to 50% 

 

• Major SPT 
allowances granted 
in 1992 

 

Petroleum 
Production Levy 
and Subsidy Act  
 

• Limit placed on the 
payment of levy to 
3% of gross crude 
income in 1992 and 
increased to 4% in 
2003 

A Case Study – Trinidad and Tobago 



2000s 

• Russian production 
increases and dominates 
Non-OPEC production  
growth , 2000 -2007 

• Weakened US economy 
pushed prices 
downwards 

• OPEC tried series of 
production cuts to 
manage prices 

• Prices plummet after 11th 
Sept. 2001 

• Prices rebound by 2008 
to over US$145.00/bbl 

• Financial Collapse 

Petroleum Taxes Act 

• Two sets of 
amendments -2005 & 
2010 

 

• SPT Schedule 
simplified 

 

• SPT incentives for 
mature marine areas 
and enhanced oil 
recovery projects 
granted 

 

Environmental 
Management Act 
 

Green Fund Levy  
 

Petroleum Act & 
Regulations 
 

• Sub-licences 
introduced for 
marine areas 
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 Petroleum Act and Regulations Chap. 62:01 
 Contractual Arrangements – Production Sharing Contract or 

Licences 
 Royalties, Petroleum Impost, Financial Obligations 

 
 Petroleum Production Levy and Subsidy Act Chap. 62:02 

 Payment made by oil producers to offset subsidy of petroleum 
products in T&T 
 

 Environmental Management Act (EMA) 2000 
 Responsible for the management of the environment 
 Certificate of Environmental Clearance 

 
 Occupational, Safety and Health Act (OSHA) 

Monitor and regulate  health and safety standards within 
organizations 
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Governing Legislation 
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Contractual/Licensing Regime  

 

Exploration and Production Licences 
 -  Exploration Licence; E & P (Public Petroleum or Private Petroleum 

Rights) 
 

  Production Sharing Contracts 
 -  1974 Model;   1995 Model (Developed by World Bank);  2005/6 Taxable 

PSC; 2010 PSC and 2012 PSC 
 

  Farmout Agreements 
 -  Encourage the exploration and exploitation of small inactive blocks 

   

  Lease Operatorship Agreements 
 - Encourage the reactivation of idle wells  
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Petroleum Taxes Act Chap. 75:04 
 Petroleum Profits Tax (35% for Deep); Uplift of 40% given on 

capital expenditure for drilling of exploration wells in deep 
water;Supplemental Petroleum Tax  

 

Income Tax in Aid of Industry Act Chap. 
85:04 
 Capital Allowances 
 

Unemployment Levy Act (5%) 
 

Income Tax Act Chap 75:01 
 Withholding Tax 

 

Green Fund Levy (0.1% on gross sales or receipts) 
 
 

 

 

 

Fiscal Legislation 



1970-1979 

 

1980--1989 

1990-1999 

2000-2009 

2010-Present 

•World wide economic 

recession 

•Growing BRIC economies 

•Buoyant crude oil prices 

•Low natural gas prices in 

Atlantic Basin 

•Changing market dynamic 

for natural gas 

•Growing role of renewable 

energy forms 

•Increasing competition for 

investments 

•Technological Advancements 

Forging A Fiscal Regime  

For The New Era 
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To design effective and efficient fiscal regimes requires 
continuous review of our environments, so as to 
ensure, among other things: 

 

1. Global competitiveness in the constantly changing 
environment 

2. Maximization of this county’s revenue streams, 
and  

3. A fair distribution of the economic rents between 
governments and companies.  

Summary 
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Thank You 


