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The economic impact of one gas find is substantial in
terms of employment and Exchequer receipts... which
is relevant to policy decisions under consideration.

Impact of One Gas Find

e : Total expenditure of €2.3bn will result in:
800 billion standard cubic

feet of gas

+ €0.85bn in GVA;

+ 320 jobs per annum over the 32 year cycle.

Total Expenditure £2.3bn This figure would increase to 350 jobs per
annum if the overall cycle fell from 32 to 29
years;

Totat VA €0.85bn (1) - €094bn (2) « £2.42bn in corporation tax over the 19 year
production period or €1.18bn in net present

Total Employment value terms.

(Annual Average) 320 (3) - 350 (2) (32 years)

— Exploration to 350 (3) - 380 (2) (29 years) If Irish enterprises have the capability to increase

Decommissioning the provision of goods and services to the oil and

gas industry, then GVA and total employment
Corporation tax - €2.42bn would increase to about €0.94bn and to circa 350
or €127.5m per annum (19 jobs, respectively, per annum over a 32 year cycle.

years) The tax take would also increase in this scenario.

NPV range - €86.1m (year
10) to €42.5m (year 28) or Assumptions:
€1.18bn (over 29 years)

Taxation Receipts (4)

1. Based on industry information and data on import

Income tax per annum — propensity — approximately 37% of the total oil
circa €8m spend (capital and operational) remains in the Irish
economy.
T.ypic?l Project Phases Spend Yeal:s 2. Assumes lrish enterprises increase their share of
Timeline (€bn) | (duration) total spend with a 10% resultant increase in total
Exploration 01 3 employment.
3. Average GVA is assumed to be €100k per worker.
Development 0.6 6 ) ) )
4. Discount rate — 4% (used in NPV calculation).
Production 15 19
Decommissioning 01 1
Total 2.3 29
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Previous research and this new research all point
to the potential for significant economic gain. With
current resources set to cease in time, effortis
required now to deliver on current opportunities.

Discoveries require effort, are expected
and impactful

+ Larger exploration effort may result in more
discoveries which would generate larger economic
gains.

+ While no guarantee, the seismic data is supportive
and industry expectation is such that commercial
finds will occur if there is sufficient exploration.

+ Such finds would have a very large impact on the
national economy and the regional economies.

Displacement

+ There will be a continuing need for additional
future job creation because of expected population
and labour force increases.

+ In addition, the employment structure is
characterized by continual change where existing

and international competiveness changes and
structural change.

disappear and will have to be replaced by new jobs.

sectors and enterprises decline because of national

+ Consequently, parts of the current stock of jobs will

Job quality is above average

+ Most of the direct jobs and a substantial proportion
of the indirect jobs will be located in regional
enterprises and potentially contribute to regional
economic development in areas such as Cork,
Kerry and the West Coast.

+ Employment compares favourably in employment
terms to recent IDA announcements and Irish
Times Top 1,000 Companies in similar regions.

Oil and gas projects generate a higher taxation return
in that:

+ No Government grants are given.

+ Most enterprises would be on 12.5% corporation
tax rate.

+ Some enterprises would be on 25% corporation tax
rate.

+ Qil and gas production pay a 25% corporation tax
plus the PPT.

Economic research

+ Average hourly earnings per employee in mining
and quarrying are €23.90 (CS0O, 2018 Q1 data)
which is above the national average. Information
is not available for oil and gas and is included in
mining and quarrying.

+ The overall oil and gas sector has higher earnings
per hour than mining and quarrying as a whole
based on information from some enterprises.

+ The indirect employment associated with the oil
and gas sector has a strong representation in high
pay sectors such as skill intensive manufacturing,
software, insurance, scientific, and technical
activities. Of course, there are also lower skills jobs
such as security, construction operatives, basic
administration, catering and security.

+ Qverall, however, the employment associated with
the sector will be characterised by above average
skills and earnings.

+ The Corrib field is expected to add €6bn to GDP
(Source: Goodbody Economic Consultants, 2012).
The Corrib gas field will operate until 2031. More
recently, it is reported by the IO0A that the Corrib
Gas project sustained more than 1,000 full time
jobs during its construction phase from 2006 to
2015, a period during which the Irish economy also
experienced a recession. Over €1bn was spent
directly with Irish companies (in excess of 300 Irish
contracting companies) during the project. There
are 150 direct long-term jobs.

+ Oil and gas employment - 571 direct and indirect
jobs (Source: Indecon, "Economic Review of the
Irish Geoscience Sector", 2017).

+ The Kinsale gas field will be depleted by 2020.
As part of this project, Kinsale Energy provided
information on its operating expenditure over the
2012 to 2017 period. Annual spend is in the region
of €25m with a very high proportion being spent
in the Irish economy. The company employs 60

persons.
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The economic impact of The economic impact of
five oil finds (illustrative) five gas finds (illustrative)
is substantial in terms of is substantial in terms of
employment and Exchequer employment and Exchequer
receipts... which is receipts...which is relevant
relevant to policy decisions to policy decisions

under consideration. under consideration.

Impact of Five Oil Finds Impact of Five Gas Finds
550-600 million barrels of oil 800 billion standard

cubic feet of gas

Total Expenditure €81.25bn
Total Expenditure £€11.5bn

Total GVA €8bn (1) - €16bn (2)
Total GVA €4.25bn (1) - €4.7bn (2)

Total Employment

(Annual Average) Total Employment

3,000 (3)-6.000 (2) (Annual Average)

- Exploration to
Decommissioning

- Exploration to

Decommissioning 1,600 (3) - 1,750 (2)

Corporation tax - €42.5bn

or €18.76bn (NPV over Corporation tax - €12.1bn

Taxation Receipts (4) EECIEERIE) or €5.9bn (NPV over
Income tax per annum — Taxation Receipts (4) project life)
circa €75m Income tax per annum -

circa €40m

Total expenditure of €81.25bn will result in:
- £€8bnin GVA;

+ 3,000 jobs per annum over the 32 year cycle;

Total expenditure of €16.5bn will result in:

« €4.25bn in GVA,;

+ €42.5bn in corporation tax over the 20 year 2 OB RN F O ARG

production period or €18.75bn in net present
value terms

+ €12.1bn in corporation tax over the 19 year
production period or €5.9bn in net present value
terms.

If Irish enterprises have the capability to double
the provision of goods and services to the oil and
gas industry, then GVA and total employment
will also double to €16bn in total and 6,000 jobs
per annum, respectively, which would also have a
further knock-on effect on the tax take.

If Irish enterprises have the capability to increase
the provision of goods and services to the oil and
gas industry by 10% in employment terms, then
GVA and total employment would increase to
about €4.7bn in total and to circa 1,750 jobs per
annum, respectively. The tax take would also
Assumptions: increase in this scenario.

1. Based on industry information and data on import Assumptions:
propensity — approximately 10% of the total oil
spend (capital and operational) remains in the Irish
economy.

1. Based on industry information and data on import
propensity — approximately 37% of the total oil

spend (capital and operational) remains in the Irish
2. Assumes Irish enterprises have the capability to economy.

double their share of total spend.
_ 2. Assumes Irish enterprises increase their share of
3. Average GVA is assumed to be €100k per worker. total spend with a 10% resultant increase in total

4. Discount rate — 4% (used in NPV calculation). employment.

3. Average GVA is assumed to be €100k per worker.
4, Discount rate — 4% (used in NPV calculation).

Note - the five finds would occur at different times which would impact the illustration above.
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THE FUTURE
OUTLOOK
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Oil and gas will continue

to play an integral role in
fuelling economic growth and
supporting the long path to
decarbonisation, in the 30+

years to 2050 and beyond.

According to the SEAI, on its current trajectory Ireland will
not meet its 2020 emissions reduction targets and will
also miss its hinding EU target of achieving a 16% share

of renewable energy in gross final energy consumption by
the end of 2020 (falling short by up to 3%).

The expectation of strong growth for the Irish economy
by the ESRI and continuing low oil prices leads to a
projection of increased energy demand to 2020 and
beyond by the SEAI (‘Ireland’s Energy Projections —
Progress to targets, challenges and impacts 2017).
This makes the task of meeting energy efficiency and
renewable energy targets more challenging. In addition,
renewable energy technology deployment would have
to be significantly accelerated.

Substantial investment both from the private sector

as well as government is needed to achieve the energy
transition envisaged in the NMP. The NMP sets out a
range of policy measures that are already in place or that
can or need to be implemented. Many policy measures
will come at a significant cost, however the NMP does
not contain cost estimates for all measures.

While the Government has committed to
transitioning to a low carbon economy by 2050,
given that the country is not on track to meet its

targets to date, and targets for future emissions
reductions are even more ambitious, it is
important to acknowledge that Ireland has a long
road ahead on the path to decarbonisation.

At present, renewables meet only 9% of primary energy
supply. While this is expected to grow significantly, even
in the best case scenario currently projected by the

ESRI, renewable energy is expected to make up less

than three-quarters (72.8%) of the future energy mix for
Ireland by 2050, with oil and gas continuing to play an
integral role in fuelling economic growth and supporting
the path to decarbonisation, in the 30+ years to 2050 and
beyond.

Emissions associated with indigenous and
European oil and gas are 30% less than those
from imports outside of Europe largely due to a
combination of improved production efficiency and
lower transport energy. Substituting such imports

with indigenous supplies can make significant
emissions reductions.

Source: IOGP Report 2016e. "Environmental performance
indicators - 2016 data." International Association of Oil & Gas
Producers. November 2017. 83 pp. https://www.iogp.org
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The Energy Trilemma
proposes that energy security,
affordability and sustainability
should be considered
holistically to enable multi-
dimensional thinking and an
integrated understanding

of energy issues.

While the goal of decarbonisation is clear,

the path to full decarbonisation is less so and
achievement of ambitious targets will require
political co-operation on a scale never before seen
on a global level.

For Ireland to realise its 2050 decarbonised
objective, a holistic and cross sectoral approach is
required — there is no silver bullet to the issue of
emissions reduction.

The energy trilemma provides a useful framework
for energy policy development in the context of three
critical, but at times, conflicting considerations:

+ Energy security;
+ Energy sustainability; and
+ Energy affordability.

The individual components of security, affordability and
sustainability should be considered within the overall
framework to enable multi dimensional thinking and a
holistic, integrated understanding of any energy problem.

Figures presented in this report shows that
significant investment is required. Indigenous

oil and gas sector can be leveraged to support
the transition out to 2050 while potentially
providing substantial taxation revenues to help
fund the additional costs involved and at the time
addressing security of supply.
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APPENDICES

55



A%
%

.

Jﬂ..r.-____qh_._.-._

L___.:_:_.
oy
V39 B 0 I

...u..._:._.:_:._...". -



Irish Offshore Operators' Association | Value of the Indigenous Oil and Gas Industry to Ireland

Appendix 1A: Offshore concession map
— Rockall Basin (4 October 2018)
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Appendix 1B: Offshore concession map
— Porcupine Basin (4 October 2018)
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Appendix 1C: Offshore concession map
— Celtic Sea (4 October 2018)
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Appendix 2: Market capitalisation of IOOA members 2018

Large operators with significant capital are investing in the industry in
Ireland

Company Name Parent Company Market Capitalisation

AzEire Petroleum Ltd. Private N/A
Camzegre | oo |

Eni £€50.33bn

Europa Oil & Gas €12.45m

Faroe Petroleum (U.K.) Ltd. Faroe Petroleum €618.27m

Providence Resources PLC €71.11m

Serica Energy €228.77Tm

Total €129.75bn
T N R

Woodside Energy (Ireland) Woodside Petroleum €34.64bn

©p SERICAENERGY

VERMILION
¥

E M ERO

@ TOTAL woodside*

= PROVIDENCE
4
-, oisea equinor
Ex¢onMobil ’ A ZEt;g
> CNOOC

=

eni ™ D

KINSALE _—
ENERGY ==
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