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Executive Summary

We are delighted to present 
the results of PwC’s 2016 Irish 
Oil and Gas survey which 
reflect the views of 26 
respondents on a wide range 
of topics central to the 
development of the industry 
in Ireland.

The survey participants comprised (i) 
petroleum exploration and production 
companies, (ii) companies involved in the 
provision of petroleum services to the sector 
and (iii) economists with an interest in the 
industry.The survey focused on highlighting 
the challenges and opportunities facing all 
areas of the oil and gas industry in Ireland.

The past 12 months continued to be very 
challenging for the global oil and gas industry 
due to the significant and prolonged decline in 
the price of oil and gas. Unsurprisingly, the 
significant reduction in the price of oil and gas 
has had a severe impact on the Irish oil and 
gas industry, which is reflected in the views of 
the participants in the survey. As noted by the 
World Bank, in their Global Economic 
Prospects report in January 2015, a decrease 
in the price of oil reduces investment in new 

exploration or development, as companies 
will invest in locations which are perceived as 
low risk with the potential for high returns. 

88% of the services companies in the 
petroleum sector who participated in the 
survey noted that the current reduction in oil 
and gas prices has had a “very substantial” or 
“significant” impact on their business.
Meanwhile, 50% of exploration and 
production companies who participated in the 
survey noted that current oil and gas prices 
are having a “very substantial” impact on their 
business while the other 50% noted that it was 
having a “significant” impact on their 
business. The impact has been evidenced in 
Ireland very recently by the announcement 
from Cameron Ireland Limited in Longford – a 
manufacturer of compression systems for the 
oil and gas industry - that it intends to cease 
production with the loss of 170 jobs, 
attributing this to “the most severe downturn 
of the past 30 years with operators 
significantly reducing their investment”.

Exploration companies were asked to 
comment on the correlation between the 
current price of oil and gas and the ability to 
raise new finance. 59% of those surveyed 
identified a ‘very high degree’ of correlation 
between these factors. A further 35% 
described the correlation as ‘reasonably high’. 
Again, this is in line with the findings 

described elsewhere in the report, as investors 
will seek to invest in areas which are regarded 
as low risk with higher potential returns. As 
exploration in Irish waters is still regarded as 
high risk with no certainty of any returns, it 
will be significantly more challenging to 
obtain finance for any projects investing in 
Irish waters. This is further compounded by 
the oil and gas prices and the general 
negativity pervading the industry.

The main hurdles noted by exploration and 
production companies to the development 
of the Irish oil and gas industry were:

(i)  Lack of commercial discoveries (61%)

(ii)  Negative impacts arising from Corrib 
(56%)

(iii)  More attractive opportunities in other 
countries (33%)

(iv)  Cost of exploring in Irish waters (33%).

Respondents showed a strong level of 
optimism in relation to the level of petroleum 
reserves yet to be discovered in Ireland. 
Notably, half (50%) indicated that their level 
of optimism was high or very high with regard 
to the level of petroleum to be discovered in 
Ireland. Less than one in five (17%) of those 
surveyed declared a low level of optimism. 
Such a strong level of optimism being 
demonstrated by survey respondents with 

regard to the level of petroleum reserves yet to 
be discovered in Ireland is very positive for the 
long term prospects of the oil and gas sector in 
Ireland.

However, Ireland is still regarded as a high 
risk location for exploration activities due to 
the lack of commercial discoveries. In prior 
years, we welcomed the role that a number of 
companies, including Kosmos, Woodside and 
Cairn, had in rejuvenating the industry in 
Ireland. However, the dramatic decrease in 
the price of oil has had a remarkable impact 
on the Irish market with a significant portion 
of the respondents looking to postpone or 
defer as much expenditure as possible which 
has been illustrated by the decision of Kosmos 
to relinquish their Irish licence interests in 
order to focus on more profitable 
opportunities elsewhere. Unfortunately, these 
trends may continue for some time into the 
future. 

Both the number of respondents intending to 
invest in Irish exploration activities, and the 
expected level of investment of those 
intending to invest, have fallen substantially 
since last year. This reflects the ongoing 
turmoil in the industry, which has reduced 
available investment funds and means that 
risky investment opportunities such as Ireland 
as subject to much more rigorous appraisal. 
Emerging from the 2016 survey, the aggregate 
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Executive 
Summary

estimated spend by exploration companies in 
Ireland over the next two years is only 
expected to be in the region of €300m. We 
asked service companies what turnover they 
expect from their activities in Ireland over the 
next two years and the aggregate estimated 
figure emerged as €32m.

In terms of their plans for managing their Irish 
petroleum assets over the next two years, 35% 
of respondents stated that they plan to enter 
into farm-out arrangements and 18% said that 
they intended to commence a drilling 
programme. A further 6% have plans to 
commence seismic work and 18% have no 
work planned in Ireland. The lack of 
commercial discoveries in Ireland (47%) and 
the impacts of the price of oil and gas on the 
industry (47%) were seen as the biggest 
challenges to successfully finding farm-in 
partners for Irish assets. Other factors 
included more attractive opportunities in 
other countries, the complexity of the 
planning and regulatory regime, the 
difficulties in raising finance and the cost of 
exploring in Irish waters.

One good news story during the year was the 
commencement of successful operations by 
Shell at Corrib. This project was dogged with 
difficulties during its development, and it 
would be hoped that future success at Corrib 
will persuade investors of the potential 
opportunities available in Irish waters. This 
will not be an easy task, however, as it is clear 
from this survey that the Corrib factor is 
having a long-term negative effect and it was 
specifically stated by a significant number of 

participants in the context of difficulties in 
finding farm-in partners that the Corrib factor 
continues to be a deterrent. While the adverse 
media attention associated with the Corrib 
gas field has lessened in the past 12 months 
due to production starting, the damage done 
to Ireland’s reputation continues to be felt in 
the industry. This means that investment 
decisions involving Ireland are likely to 
receive more rigorous review than that of any 
other territories. 

Opinion amongst respondents regarding the 
new fiscal terms introduced for the industry 
was very mixed. Whilst 24% of respondents 
believed that the new fiscal terms are 
appropriate to the current stage of 
development of the Irish oil and gas industry, 
it is the case that 35% believed that the terms 
are inappropriate and 41% consider them to 
be neither appropriate nor inappropriate. 
These findings are not entirely surprising as 
there was some discomfort in industry circles 
that the Government was pressing ahead with 
these revised fiscal terms at a time when the 
industry was struggling significantly.
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In spite of the pressure facing the industry, a 
strong level of interest still exists in the 
exploration of Irish waters as half of the 
companies surveyed participated in the 2015 
Atlantic Margin Licencing Round, which is 
indicative of the long term potential of the 
Irish market. Of those who did participate, 
60% rated their experience as good or very 
good, with only 10% deeming it 
unsatisfactory. Reasons given for non-
participation included:

• a lack of attractive prospects, 

• Ireland viewed as a very high risk territory,

• an inability to raise financing, and 

• lack of commitment given by government to 
fast-track development.

In relation to the latter point in particular, 
comments were received that there is still a 
perception that there is little incentive to take 
the high risk of exploring for oil/gas in Ireland 
because there is a significant additional risk 
that developments can be delayed for a long 
time similar to Corrib. Issues with the 
planning and regulatory regime came in for 
particular criticism and were strongly noted 
as an area requiring significant overhaul to 
make them more efficient and stream-lined. It 
was also commented that there is a 
requirement for a clear commitment from the 
Irish Government to facilitate developments 
and that the current regime is not fit for 
purpose from the perspective of large scale 
industrial developments in the oil and gas 
sector.

For future licensing rounds, the South 
Porcupine Basin was the most popular choice 
of location with 63% of respondents 
expressing an interest. The basin attracting 
the second highest vote was the North 
Porcupine Basin at 56%. The Hatton and 
Donegal Basins remain the least popular. It is 
also noteworthy that 25% of respondents 
stated that they would consider the Rockall 
basin. In terms of timing of future licensing 
rounds, 69% of respondents in the exploration 
and production sector believed that licensing 
rounds should take place every two years 
while 13% felt that they should occur every 
year.

The economists who participated in the 
survey were also asked what actions Ireland 
could take to best position itself for any 
recovery in prices. Suggestions included 
improvements to the planning regime for 
developments, the need to promote 
internationally the opportunities available, 
making data easily accessible, and better tax 
terms for early successes. It was also 
suggested that better cooperation should be 
encouraged within the industry with a view to 
opening up new basins for exploration and 
more regular licensing rounds should be 
implemented. The vast majority (88%) of 
economists surveyed felt that the current 
decline in oil prices should be at an end within 
the next 3 years but only one third of 
economists expected prices to recover to level 
previously seen in relatively recent years.

One third of economists noted that the current 
level of petroleum prices represent an 
opportunity for Ireland and a further 33% 
regard it as a slightly opportunity for Ireland. 
In contrast, 22% of economists considered 
that current global prices view a significant 
threat to Ireland.

With regard to the new fiscal terms, 44% of 
economists felt that they were inappropriate 
for the Irish petroleum sector whereas 22% of 
economists viewed them as appropriate and 
33% considered them to be “neither 
appropriate nor inappropriate”.

A number of further recurring themes have 
emerged from the participants:

• Galway Harbour and Shannon Foynes were 
jointly considered to be the ports most likely 
to benefit from petroleum investment in 
Irish waters. These were followed by Port of 
Cork. The rise in the popularity of Galway 
Harbour and the reduction in popularity of 
the Port of Cork are particularly noteworthy 
findings.

• The significant majority of respondents 
(approximately 65%) noted that Brexit 
would only have a low impact on the oil and 
gas industry in Ireland.

Executive 
Summary
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1. Future Outlook and Optimism

1  Future 
Outlook 

The survey results show an increase in 
optimism towards the Irish oil and gas sector 
from the prior year, with just over one in four 
(28%) of respondents rating the outlook 
for the Irish oil and gas sector over the next 
2 years as extremely favourable or fairly 
favourable. In the 2015 survey findings, 18% of 
those surveyed rated the outlook as extremely 
favourable or fairly favourable. The increase 
in the level of optimism may reflect the 

stabilisation in oil prices during the year, but 
it still represents a major decrease since 2014 
(before the decline in oil prices) where over 
half (54%) of respondents rated the outlook as 
extremely or fairly favourable. Nevertheless, 
it is encouraging to see an increase in levels of 
optimism within the sector.

In contrast to the outlook for the Irish oil and 
gas sector in general, respondents showed a 
strong level of optimism in relation to the level 
of petroleum reserves yet to be discovered 
in Ireland. Notably, half (50%) indicated 
that their level of optimism was high or very 
high with regard to the level of petroleum 
to be discovered in Ireland. This is a marked 
increase from the corresponding figure of 37% 
in 2015. Less than one in five (17%) of those 

surveyed declared a low level of optimism. 
This is in line with the prior period when 19% 
of respondents expressed a similar view. Such 
a strong level of optimism being demonstrated 
by survey respondents with regard to the level 
of petroleum reserves yet to be discovered 
in Ireland is very positive for the long term 
prospects of the oil and gas sector in Ireland.

17%

11%

28%

39%

6%

28%33%

22%

0%

17%3%

41%

15%15%

26%

11%

26%

44%

19%

0%

How would you rate the overall outlook for the Irish oil and gas sector for the next 
two years?

What is your level of optimism in relation to how much petroleum is yet to be 
discovered in Ireland?

2016 20162015 2015

Extremely favourable

Fairly favourable

Neither favourable/unfavourable 

Somewhat Unfavourable

Very unfavourable 

Very High

High

Moderate

Low

Very Low
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2. Economic Expectations / Activity Levels
In the 2014 survey, over 90% of the 
respondents noted their intention to maintain 
or increase their level of investment in Ireland. 
Due to the decreases in the price of oil and 
the consequential implications of this, there 
was significant fall off in these figures during 
2015, with little improvement during 2016. 
However, it is interesting to note that 24% of 
respondents in the 2016 survey outlined their 
intention to defer any expenditure to the latest 
possible date or to significantly curtail any 
non-obligatory exploration investment. The 

corresponding percentage in 2015 was 48% 
and, accordingly, this represents a substantial 
reduction. It may be reflective of commitments 
given under licensing arrangements or an 
investment decision already taken but it is a 
positive outcome nevertheless in the context of 
the global environment for oil and gas. 

In the 2016 survey, 12% of participants noted 
that they intend to exit their Irish exploration 
activities where possible compared to only 
5% in 2015, and only 29% of all respondents 
intend to maintain their current investment 

in Irish exploration activities and continue 
their Irish exploration activities as planned 
(compared to 33% in 2015).

These responses to the 2016 survey further 
underline the impact on the industry of the 
decline in oil and gas prices over recent years. 

It was noted that the level of respondents not 
planning any investment in Irish petroleum 
exploration over the next 2 years has increased 
massively, from 5% in 2015 to 24% in 2016. 
While this may in part reflect the profile of 

this year’s respondents, it is also likely to be 
influenced by the continued depression in oil 
prices and the corresponding need to focus 
limited resources on less risky areas.

Similarly, the expected investment levels for 
those respondents who still plan to invest 
has generally declined. The expected level of 
investment in the €10m to €100m level bracket 
has fallen relative to the responses provided in 
the 2015 survey. Less than a quarter (24%) of 
respondents stated that they are considering 
investing between €10m and €100m (2015: 

Based on the current price of oil and gas, which of the following actions are you 
considering?

What is your expected level of investment in petroleum exploration in Ireland  
over the next 2 years?

29%

12%

12%

35%

0%

12%

12%

0% 24%

18%

24%

6%

18%

9% 5%

24%

24%

33%

5%

5%

14%

28%

5%

43%

0%

5%

Continue with Irish 
exploration activities

Exit your Irish exploration 
activities (where possible)

Defer any obligatory 
exploration investment 
until the latest possible 
date

Significantly curtail any 
non-obligatory 
exploration investment

Not applicable as do 
not perform any Irish 
exploration work

Don’t know

2016 20162015 2015

Nil

Greater than nil 
but less than 1m

€1m-€5m

€5m-€10m

€10m-€100m

Greater than €100m

N/A
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43%). Even the number of respondents 
expecting to make smaller investments has 
fallen, with only 30% planning investment 
of less than €5m, compared to 42% in this 
bracket in 2015. 

These findings may impact on the long-term 
development of the industry in Ireland as one 
of the key drivers of success is the existence 
or otherwise of commercial discoveries. 
With much lower investment planned, the 
likelihood of making a successful commercial 
discovery will be much lower.

When asked about their plans for managing 
their Irish petroleum assets over the next two 
years, 35% of respondents said that their 
intentions include entering into farm-out 
arrangements, compared to 48% in 2015. 
Nearly a fifth (18%) of the group stated 
that they intended to commence a drilling 
programme (down from 24% in 2015). 
For 2016, 6% of respondents have plans to 
start seismic work. 18% of those surveyed 
stated they had no work planned in Ireland 
(2015: 14%).  The response to this question 
demonstrates the reduction in activity levels 
generally in the Irish oil and gas sector.

We looked at farm-out arrangements in some 
further detail for the purposes of this survey. 
Nearly a third (30%) of respondents agreed 
that it is difficult to find partners to farm-in 
to Irish assets (down from 48% in the prior 
year), while another 35% agreed that while 
it is a challenge, it is attainable. None of our 
respondents said that they did not find it 
difficult to find a partner. 

As in 2015, the lack of commercial discoveries 
in Ireland (47%) and the impacts of the price 
of oil and gas on the industry (47%) are 
seen as the biggest challenges to successfully 
finding farm-in partners for Irish assets. 
24% of survey respondents referred to the 
availability of more attractive opportunities 
available in other countries as being the 
reasons for the difficulties in finding farm-in 
partners. 

0

% of respondents

35
48

18
24

18
14

6
9

6
5

18
0

0
0

2016 2015

Farm-out arrangements

Drilling programme

 No work planned

Other

Seismic programme

N/A as no Irish assets

Asset sales

10 20 30 40 50

What are your plans for managing your Irish petroleum assets over the 
next two years?

What has been your experience of finding partners to farm-in to Irish assets?

Very difficult to find 
partners

Reasonably difficult to 
find partners

Challenging 
but attainable

Not difficult at all

N/A

24%

24%29%

0%
18%

2015

24%

35%0%

35%

6%

2016

2016 2015
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If you found it difficult or challenging to find farm-in partners,  
why do you think this was?

These factors echo the sentiments expressed 
elsewhere in the survey that Ireland is still 
regarded as a high risk location. The other 
key factors noted in the survey included the 
complexity of the planning and regulatory 
regime (18%), the difficulties in raising 
finance (24%) and the cost of exploring in 
Irish waters (12%). Again, the issue of the 
reputational damage caused by the Corrib was 
raised by 35% of those surveyed.

Various additional comments were received 
in response to this question and they related 
primarily to the importance of a significant 
commercial discovery but also stressed the 
requirement for changes to the planning and 
regulatory regimes as well as how the timing 
issues around the Corrib development have 
proved to be a significant deterred for some 
investors. It was felt that there is a requirement 
for clear commitment from the Irish 

Government to facilitate developments and 
that the current regime is not fit for purpose 
from the perspective of large scale industrial 
developments in the oil and gas sector.

Unfavourable reputation 
of Ireland due to Corrib

Cost of exploring 
in Irish waters

Difficulty 
raising finance

Unattractive 
fiscal terms

Lack of commercial 
discoveries in Irish waters

Price of 
oil/gas

More attractive opportunities 
available in other countries

Complexity of the planning 
and regulatory regime
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3  Hurdles to 
Development

As noted in the prior year, a number of 
significant hurdles were identified as factors 
which must be addressed in order for the oil 
and gas industry in Ireland to successfully 
develop.

The single biggest hurdle to the development 
of a successful Irish oil and gas industry, 
as identified by 61% of respondents, is the 
historic lack of commercial discoveries. This 
lack of commercial discoveries has consistently 
been identified as the biggest hurdle to the 
development of the industry, though it is 
interesting to note that the level of respondents 
identifying it as such has dropped significantly 
this year, from 74% in 2015. This is an area 
which will have a significant on-going negative 
impact on the industry whilst the price of oil 
remains low (noted elsewhere in this report). 

A third (33%) of respondents identified more 
attractive opportunities in other countries as a 
challenge to the development of the industry 
in Ireland. This is again a significant decline 
from last year (2015:52%) but it highlights the 
increased level of risk which is involved in the 
exploration in Irish waters, when compared 
to countries such as the UK and Norway. 
Again, the price of oil and gas will increase 
the emphasis which investors place on the risk 
profile of possible locations.

Although the Corrib field successfully entered 
production during the year, the issues faced 
there continue to cast a shadow over the future 
success of the industry. The negative impact of 
Corrib was identified by 56% of respondents, 
which interestingly is a slight increase on the 
prior year (48%). While it would be hoped 
that the emphasis placed on the Corrib factor 
will decrease as the benefits are seen, it is clear 
that the damage done to Ireland’s reputation 
remains and is very deep-rooted.

A third (33%) of respondents identified 
the cost of exploration in Irish waters as a 
significant hurdle which has to be overcome. 
Exploration fields are often in challenging and 
remote areas increasing costs. The deep waters 
off the Irish coast and the cost of leasing 
offshore drilling rigs significantly contribute to 
this. The lack of a domestic oil and gas support 
infrastructure also means that certain services 
need to be obtained from abroad, which 
further adds to the cost burden. 

Comments were also received from survey 
participants that the onerous safety case 
regime represents a significant hurdle to the 
development of a successful Irish oil and gas 
industry.

3.   Hurdles to Development of Irish Oil and Gas
Challenges for the Irish Petroleum Industry

Lack of commercial discoveries

More attractive opportunities 
in other countries

The impacts of the Corrib 
development

The regulatory regime

The planning regime

Costs of exploring in Irish waters

Petroleum prices

Lack of seismic data coverage

Difficulties in securing finance

Lack of licensing opportunities

Other
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4. Fiscal Regime
Wood MacKenzie were commissioned in 2014 
by the Irish Government to advise on the 
“fitness-for-purpose” of Ireland’s fiscal terms, 
with specific focus on what level of fiscal gain 
is achievable for the State and, equally as 
important, on the mechanisms best suited to 
produce such a gain. 

Following on from their recommendations, 
new fiscal terms were introduced under 
Finance Act 2015 which will apply to licences 
granted under the 2015 and subsequent 
licencing rounds.

The principle changes are as follows:

•  Ireland will maintain a concession system, 
with industry rather than the State bearing 
the risk associated with investing in 
exploration;

•  A new form of production profit tax will 
apply in Ireland for discoveries made under 
future licences, though the form of this tax 
differs from the existing PRRT;

•  This Petroleum Production Tax is charged 
on a field-by-field basis with the rate varying 
according to the profitability of the field and 
charged on each field’s net profits;

•  The revised tax includes a minimum 
payment at a rate of 5% which functions like 
a royalty and will result in the State 
receiving a share of revenue in every year 
that a field is selling production;

•  The revised tax rates will be higher than 
the Profit Resource Rent Tax currently in 
place, thereby ensuring a higher share for 
the State from the most profitable fields. 
This will result in a maximum rate of 55% 
applying in the case of new licences, 
compared with a maximum rate of 40% 
under the previous fiscal regime; and

•  The corporation tax rate applying to 
petroleum production will remain at 25%.

Our survey sought to ascertain the 
appropriateness of the revamped fiscal regime, 
and whether the industry views it as ‘fit for 
purpose’. 

Opinion amongst respondents regarding 
the new fiscal terms was very mixed. Whilst 
24% of respondents believed the new fiscal 
terms are appropriate to the current stage of 
development of the Irish oil and gas industry, 
it is the case that 35% believed that the terms 
are inappropriate and 41% consider them to be 
neither appropriate nor inappropriate.

These findings are not entirely surprising as 
there was some discomfort in industry circles 
that the Government was pressing ahead with 
these revised fiscal terms at a time when the 
industry was struggling significantly.

How appropriate do you think 
the new fiscal terms are to the 
current stage of development 
of the Irish oil and gas 
industry?

24%

41%

35% Appropriate

Neither appropriate 
nor inappropriate

Inappropriate
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5.   Oil Prices
As noted earlier in the survey, many 
respondents viewed the price of oil and gas as 
one of the predominant factors in determining 
the level of exploration activity in Ireland. The 
survey sought to obtain more detail on what 
impact the fluctuations in the price of oil may 
have on the industry, in terms of activity and 
raising finance. The impact that the price of oil 
and gas is having on the service companies is 
dealt with later in the report.

Survey participants gave a very emphatic 
response to the question as to the impact of 
the reduction in oil and gas prices on their 
business. In particular, 50% of respondents 
stated that the current reduction in the price 
of oil and gas has had a very substantial 
impact on their businesses (2015: 52%). 
The other 50% of respondents described the 
effect as having a significant (2015: 38%) 
impact on their business. This provides further 
confirmation of how badly many companies in 
this sector have been impacted.

Exploration companies were also asked to 
comment on the correlation between the 
current price of oil and gas and the ability to 
raise new finance. Almost three fifths (59%) of 
those surveyed identified a ‘very high degree’ 
of correlation between these factors. A further 
35% described the correlation as ‘reasonably 
high’. Again, this is in line with the findings 
described elsewhere in the report, as investors 
will seek to invest in areas which are regarded 

as low risk with higher potential returns. As 
exploration in Irish waters is still regarded as 
high risk with no certainty of any returns, it 
will be significantly more challenging to obtain 
finance for any projects investing in Irish 
waters. This is further compounded by the 
oil and gas prices and the general negativity 
pervading the industry.

50%

0%

0% 0%

0%

50%

59%

35%

6%

0% 0%

52%38%

10%

0% 0%

0%

67%

19%

10%
5%

0%

How has the current reduction in the price of oil/gas  
impacted on your business?

2016 20162015 2015

Very substantial impact

Significant impact

Slight impact

No impact

Positive impact

N/A

What is the correlation between the current price of oil/gas and the ability to raise 
new finance for business operations?

Very high degree of 
correlation

Reasonably high degree 
of correlation

Medium degree of 
correlation

Low degree of 
correlation

No correlation
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On a more positive note, 71% of respondents 
agreed that the reduction in the price of oil 
and gas has led to a significant corresponding 
reduction in the costs of exploring for and 
extracting oil and gas, with a further 18% 
describing the reduction as very substantial.

While this may be regarded as potentially 
boosting the level of spend on exploration 
activities, it must be balanced with the 
significant price pressure on the market.

Some respondents noted that, while globally 
exploration costs have fallen, the impact was 
not as great in Ireland because of the difficult 
offshore environment here which sometimes 
requires the use of specialist equipment and 
the availability of such equipment still carries 
a premium.

Respondents were also asked how long they 
expected the current depression in oil prices 
to last. Opinions on this were mixed. However, 
that the vast majority (88%) of respondents 
do not expect to see the current depression last 
beyond the next three years.

18%

71%

12%

0%

71%

14%

14%

0%

Has the reduction in the price of oil/gas led to a corresponding reduction in the costs 
of exploring for and extracting oil and gas? 

2016 2015

How long do you expect the current decline in petroleum prices to last before there is 
a recovery?

0 10 20 30 40 50

% of respondents

0%

29%

24%

35%

6%

6 months or less

6 months – 1 year

1-2 years

2-3 years

3-5 years

Longer than 5 years

6%

Very substantial reduction

Significant reduction

Slight reduction

No reduction
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6. Irish licensing Regime and 2015 Licensing Round
The 2015 Atlantic Margin Oil and Gas 
Licensing Round closed in September 2015. 

On 11 February 2016, the Irish Government 
announced the offer of fourteen new Licensing 
Options in the Irish offshore, following the 
conclusion of the first phase of awards in the 
2015 Atlantic Margin Licensing Round. This 
phase of awards focussed on the southern 
Porcupine Basin, where a number of 
applications included commitments to acquire 
new seismic surveys. The Licensing Options 
are for a period of two years and the successful 
applicants involved eight companies, namely 
Eni, Europa, ExxonMobil, Nexen, Scotia, 
Statoil and Woodside as Operators, along with 
BP who will partner with Eni.

On 3 June 2016, the Irish Government 
announced the offer of a further fourteen 
new Licensing Options in the Irish offshore 
following the conclusion of the 2015 Atlantic 
Margin Licensing Round. A total of 28 new 
Licensing Options were therefore awarded 
under the 2015 Licensing Round. The offer 
of awards involves eleven companies, AzEire 
Petroleum, Capricorn Ireland, Europa Oil 
and Gas, Faroe Petroleum, Petrel Resources, 
Predator Oil and Gas, Providence Resources, 
Ratio Petroleum and Scotia Oil and Gas, all 
as Operators, along with Theseus who will 
partner Predator, and Sosina Exploration who 
will partner Providence.

Overall, the response to the 2015 Atlantic 
Margin Licensing Round was viewed as very 
positive with 43 applications for Licensing 
Options received by the deadline of September 
2015. This was by far the largest number of 
applications received in any licensing round 
held in the Irish offshore and, in the context 
of very low oil prices, the strong interest in the 
Licensing Round was considered to be very 
positive.

At the time of announcing the licensing 
awards, the Irish Government commented 
that:

“Industry’s response to the Round demonstrates 
the perceived positive exploration opportunity 
of Ireland’s offshore and highlights confidence 
in the Irish regulatory process and the ability of 
industry to do business in Ireland.”

50% of survey respondents participated in the 
licensing round. This is generally in line with 
the prior year, where 44% stated that they 
would be participating with a further 24% 
undecided.

Of those who did participate, 60% rated their 
experience as good or very good, with only 
10% deeming it unsatisfactory.

Reasons given for non-participation included:

•  a lack of attractive prospects, 

•  Ireland viewed as a very high risk territory,

•  an inability to raise financing, and 

•  lack of commitment given by government 
to fast-track development.

In relation to the latter point in particular, 
there is still a perception that there is little 
incentive to take the high risk of exploring for 
oil/gas in Ireland because there is a significant 
additional risk that developments can be 
delayed for a long time similar to Corrib. It 
is unfortunate that Corrib is still having an 
impact on investment decisions but this seems 
to be the reality on the ground.

Did you participate in the 2015 Atlantic 
Margin Licensing Round?  50%50% 2016

Yes

No

40%

20%

10%

10%

0% 24%

50%

9%
8%

9%

If you have engaged with the current licencing round, how would you rate your 
experience to date? 

2016 2015

Very good

Good

Neither good nor bad

Unsatisfactory

Very unsatisfactory
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Survey participants were asked to comment 
on what particular basins they would be 
interested in during any future licensing 
rounds. The South Porcupine Basin was the 
most popular choice of location with 63% of 
respondents expressing an interest. This is a 
slight decrease on last year when 74% of those 

surveyed were interested in this area, although 
it remains the most favourable location. As in 
2015, the basin attracting the second highest 
vote was the North Porcupine Basin at 56%, 
though its popularity has fallen from last year’s 
figure of 63%. The Hatton and Donegal Basins 
remain the least popular. It is also noteworthy 

that 25% of respondents stated that they 
would consider the Rockall basin. The 
popularity of this basin is down slightly from 
the prior year (30%) but it is still attracting 
significant interest.

Respondents were also asked to provide their 
views on the timing of future licensing rounds. 

69% felt that licensing rounds should take 
place every two years, while 13% felt that 
every year would be better. However, 13% said 
that the rounds should take place very five 
years, and 6% said that the process should be 
continuous.

For the “window” length of licensing rounds, 
the vast majority (80%) felt that future rounds 
should remain open for 6 months. However, 
13% said they should remain open for less 
than 6 months and 7 % said that they should 
remain open for more than 12 months.
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7. Service Companies
44% of the service companies surveyed have 
been active in Irish waters in the past 2 years 
(2015: 64%). A further 44% had previously 
worked in Ireland, but not in the past 2 years. 
The remaining respondents have never 
previously worked in Irish waters.

One third of respondents (33%) expect to 
perform work in Irish waters in the next 2 
years, a notable decline on last year’s figure 
of 64%. A further 22% declared that they 
may perform some work in Irish waters in 
the next 2 years. However, a high level of 
respondents (44%) are not expecting to work 
in Irish waters in the coming two years and 
this is perhaps reflective of the decrease in 
confidence in the industry generally and the 
lack of investment expectations shown by 
exploration and production companies.

This lack of confidence amongst service 
companies is again reflected in the low 
levels of turnover expected by many service 
companies over the next 2 years from their 
work in Irish waters. This is a telling sign of 
the low levels of activity in Irish waters and 
the somewhat negative outlook of the industry 
generally. 

For example, 44% of Irish respondents do not 
expect to generate any turnover in Ireland 
over the next 2 years and 22% of respondents 
expect to generate less that €5m in turnover. 
Interestingly, however, 11% respondents 
expect to generate turnover of between €5m 
and €10m while a further 11% expect between 
€10m and €100m.

Service companies were also asked to make 
a comparison between providing petroleum 
services in Ireland as compared with operating 
in other territories. Nearly a third (28%) of 
respondents regarded Ireland as somewhat or 
very unfavourable in terms of cost. However, 
it was promising to note that the majority of 
respondents (57%) viewed Ireland as neither 
favourable nor unfavourable. More than 
one in ten (14%) of those surveyed regarded 
Ireland as favourable in terms of cost factors. 
Overall, this is an area which requires further 
investigation going forward as it is important 
to ensure that the Irish industry is regarded as 
cost competitive.

Have you performed work in Irish waters in the past 2 years?

Do you expect to perform work in Irish waters in the next 2 years?

Yes

Not in the past two years 
but have performed work in 
Irish waters previously

Have never performed work in Irish waters

Yes

No

Possibly

44%

44%

11%

64%

29%

7%

2016 2015

33%

44%

22%

64%

36%

0%

2016 2015
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57% of service companies cited levels of 
drilling activity as the main driver of the 
level of work for service companies in Irish 
waters (2015: 69%). This was followed by 
the price of oil and gas at 43% (2015: 54%). 
The fiscal environment (14%) (2015: 38%) 
and the availability of staff and equipment 
(14%) (2015:14%) were other important 
considerations considered. Interestingly, 
the weather position and difficulties in 
raising funding were not seen as particularly 
significant.

In line with the exploration and production 
companies surveyed, all service companies 
reported that the current reduction in oil and 
gas prices had had a severe impact on their 
businesses. In particular, 88% of respondents 
reported that it had a “very substantial” or 
“significant” impact on their business.

How does providing petroleum services in Irish waters compare 
to other territories in terms of the cost base for delivering those 
services? 

Extremely favourable

Fairly favourable

Neither favourable 
nor unfavourable

Somewhat unfavourable 

Very unfavourable 

What are the main drivers of your level of work in Irish waters?

57%

14%

14%

0%

14%

44%

11%

11%

11%

11%

0%
11%

0%0%

62%

31%

8%

21%

22%

14%
7%

14%

7%

14%
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What is your expected level of turnover from work in Irish waters over 
the next 2 years? 

Nil

Greater than nil 
but less than 1m

€1m-€5m

€5m-€10m

€10m-€100m

Greater than €100m

N/A
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43%

14%

14%

14%

14%0%

15%

15%

31%

23%

15%0%

2015

More than half (57%) of petroleum service 
companies surveyed rate Ireland as a ‘good’ 
or ‘very good’ place to do business. Nearly a 
sixth (14%) of those surveyed found Ireland 
an unsatisfactory location to operate in. This 
is a concerning finding, especially considering 
the nature of the industry, wherein the level of 
global competition for exploration investment 
is high. 

14% percent of those surveyed felt that their 
experiences were “neither good nor bad” about 
Ireland as a location for doing business. 

Very good

Good

Neither good nor bad

Unsatisfactory

Very unsatisfactory

N/A

How has the current reduction in the price of oil/gas impacted on your 
business? 

50%

38%

13%

43%

50%

7%

2016 2015

Very substantial impact requiring costs 
reduction and efficiency improvements

Significant impact requiring some costs 
reduction and efficiency improvements

Slight impact

If you have previously performed work in Irish waters, how would you 
rate Ireland as a location for doing business?

2016
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8. Port Locations Likely to Benefit
Nearly half (43% each) of respondents were 
of the view that the Shannon Foynes and 
Galway Harbour are most likely to benefit 
from investment in exploration and petroleum 
discovery. These figures have risen from 31% 
and 23%, respectively, last year. The port of 
Cork (29%) was the next most likely location. 
Dublin and Waterford were not selected by any 
of those surveyed as port locations most likely 
to benefit. 

The most surprising results to this question 
were the increase in the percentage of 
respondents favouring Galway Harbour. This 
may be linked to its planned re-development 
and its close proximity to the Rockall and 
Slyne basin. 

The popularity of Shannon Foynes is likely 
to be driven by its close proximity to the 
North Porcupine basin. The drop in the level 
of interest in the Port of Cork is also very 
surprising but it may be linked to the slightly 
reduced level of interest in the Porcupine and 
Celtic Sea basins.
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What port location is most likely to benefit from Irish exploration 
investment and/or a petroleum discovery? 
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9. Economists
This year, for the first time, the views of Irish 
and international economists on the current 
status of the Irish petroleum industry and its 
future development were sought.

As with the industry participants, the vast 
majority (88%) of economists surveyed felt 
that the current decline in oil prices would be 
at an end within the next three years. 

However, there was less confidence on the 
extent of the expected recovery, with only a 
third of respondents saying that they expected 
prices to recover to the levels previously seen. 
Over half (56%) felt that prices would not 
recover to previous levels.

Overall, the majority of economists felt 
that the current level of petroleum prices 
represent an opportunity for Ireland, with 
33% saying they offer a significant opportunity 
and a further 33% saying there was a slight 
opportunity for Ireland. In contrast, 22% felt 
that current global prices were a significant 
threat for Ireland.  

The opportunities presumably arise as a 
result of the potential savings available on 
exploration costs, though as noted elsewhere 
this needs to be tempered by the fact that 
Ireland remains a relatively expensive location 
in which to carry out exploration activities.

How long do you expect the current decline in petroleum prices to last for?
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Do you think that prices will ultimately 
recover to the peaks seen in prior years?
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Respondents were also asked what actions 
Ireland could take to best position itself for 
any recovery in prices. Suggestions included 
improvements to the planning regime 
for developments, the need to promote 
internationally the opportunities available, 
making data easily accessible, and better tax 
terms for early successes. It was also suggested 
that better cooperation should be encouraged 
within the industry with a view to opening up 
new basins for exploration and more regular 
licensing rounds should be implemented.

With regard to the new fiscal terms, 44% of 
economists felt that they were inappropriate 
for the Irish petroleum sector, whereas 22% 
of economists viewed them as appropriate 
and 33% considered them to be “neither 
appropriate nor inappropriate”.

Our survey sought to identify the most 
influential factors on the level of petroleum 
exploration in Ireland over the next two years 
as identified by economists.

As anticipated, the predominant driver for 
the future of exploration activity in Ireland 
is expected to be the level of commercial 
discoveries in Irish waters, identified by 78%. 
Over half (56%) of respondents indicated 
that the availability of finance would be a key 
determinant, with 33% of those surveyed 
identifying the current oil / gas price as crucial 
to the development of the industry. 

There are significant linkages between these 3 
factors. Exploration companies will constantly 
seek to de-risk their investments by locating in 
low risk locations with high potential reward. 
To date, there have only been four commercial 
discoveries of gas and no discoveries of oil. As 
such, Ireland is viewed as a high risk location 
in which to invest. This view is not helped 
by the decision of Kosmos to relinquish their 
licence in the Porcupine basin during 2015 in 
order to focus more on proven sites. Cairn has 
also deferred the planned exploration well in 
the Porcupine basin. As Ireland is seen as a 
high risk location, falling oil prices will have 
a significant impact on the Irish oil and gas 

industry and a knock-on impact on the ability 
to raise finance, as investors will look too tried 
and tested locations. The cost of exploring 
in Irish waters was also noted by over a fifth 
(22%) of respondents as a key driver of the 
future of exploration activities.

A third of respondents believed that 
improvements in the planning and regulatory 
regime would be important factors. The fiscal 
terms on offer was noted by nearly one third to 
be a factor which will also determine the level 
of petroleum exploration in Ireland over the 
next 2 years, with the same amount identifying 
competition from other countries as a key 
determinant.

How much of an opportunity, if any, do 
current petroleum prices present to the 
industry in Ireland?

Significant opportunity

Slight opportunity

No impact

Slight threat

Significant threat

33%

22%

33%

11%

0%

2016

What are the top three factors that will determine the level of petroleum exploration 
in Ireland in the next two years?
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The Irish Government has a key role to play in 
making exploration in Irish waters as attractive 
as possible and in encouraging exploration 
investment by large foreign groups. 

Maintaining or enhancing the existing fiscal 
terms and streamlining the regulatory and 
planning processes were identified by 31% of 
economist respondents as the main actions 
that the government can take to encourage 
further development in Irish waters. The same 
amount identified the need to streamline 
the regulatory and planning processes. This 
reflects dissatisfaction expressed elsewhere 
in relation to how these processes operate at 
present.

23% of respondents identified the need for the 
Government to take positive steps to promote 
the Irish oil and gas story to international 
investors. Again, with the significant decrease 
in the price of oil and gas, it is crucial that 
Ireland is seen to be a commercially viable 
location in which to invest. 

Similar to last year, these are key areas in 
which the Government can take proactive 
steps, and a number of respondents considered 
that strong leadership by Government and the 
political sphere in Ireland are crucial to the 
development of the industry.

What are the three most important things the Irish Government can do to encourage 
further exploration in Irish waters? 

Maintain or enhance 
the existing fiscal terms

Streamline the regulatory 
and planning processes

Promote Irish oil and gas 
story to international players

Promote the benefits of Irish oil 
and gas exploration to Irish communities

Further availability of acreage 
and licensing opportunities

Contribute to 
infrastructural improvements

Assist entities arrange external 
finance or find partners for Irish exploration

Making available all possible 
seismic information
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10. Brexit
Respondents were asked to rate the level of 
impact they expected Brexit would have on the 
oil and gas industry in Ireland.

Almost two thirds of respondents (65%) who 
were exploration companies rated the impact 
as 1 or 2 out of 5, where 1 was low impact and 
5 was high impact. 

This probably reflects the fact that the industry 
is not dependent on Britain as a trading 
partner and is impacted more by global macro-
economic factors.

A similar percentage of economists (67%) 
rated the impact of Brexit as 1 or 2 out of 5 for 
the industry.

On a scale of 1-5 (where 1 is low impact and 5 is high impact), what impact do you 
think a Brexit will have on the Irish petroleum industry? 

E&P/Production

Economists
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Methodology

Survey Methodology
The survey was carried out in June/July 2016 
among Irish and international oil and gas 
exploration and production companies, as 
well as companies involved in the provision 
of petroleum services to the petroleum 
industry. Participants included those with 
current interests in Irish waters and those 
with no current interests. In total, there were 
26 respondents, which comprised of Irish 
headquartered and foreign headquartered 

groups. The survey was completed, in some 
cases, by chief executive officers or chief 
financial officers while, in other cases, it 
was completed by exploration managers or 
technical directors.

83% of those surveyed are involved in 
petroleum exploration and / or production 
activities, and 17% provide petroleum services. 

Approximately 28% of respondents to our 
survey have been active in Ireland for over 10 
years. Approximately 6% of respondents have 
been active in Ireland for between 3-5 years 
and 17% have been active between 5 and 10 
years. Please see graph for further details as to 
the break-down of the length of time that the 
respondents have been active in Ireland.

Main area of respondents’ business Duration of business activity in Ireland ?

Petroleum exploration 
and production

Provision of services to 
the petroleum industry

83%

17%

67%

33%

2016 2015

Greater than 10 years

Between 3 years and 5 years

Between 5 years and 10 years

Less than 18 months

Between 18 months and 3 years

Not active in Ireland and no plans 
for any Irish activity
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