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The province’s oil and gas industry has expe-
rienced tremendous growth over the past de-
cade. The industry now accounts for approxi-
mately 15% of the province’s real GDP and 
close to 2% of total provincial employment. 
Its contribution to GDP is much greater than 
to employment because of the high capital 
intensity of the industry. Total cumulative oil 
production from the province’s three offshore 
fields, since the start-up of Hibernia production 

in November 1997 up to the end of 2006, was 
733 million barrels of light sweet crude with an 
estimated gross value of $36 billion.  

In 2006, oil production in the province totalled 
110.9 million barrels. This represented a de-
cline of 0.4% from the 2005 level, as the gains 
achieved from the first full year of production at 
White Rose were offset by production declines 
at Hibernia and Terra Nova (see chart). De-
spite the overall decline in production volume, 
the value of production increased by 11.7% in 
2006 to $8.2 billion as a result of higher crude 
prices. The price of Brent crude oil averaged 
US$65.16 per barrel in 2006, up 19.4% from 
US$54.59 in 2005. 

Hibernia
Hibernia production decreased to 65.1 million 
barrels in 2006—down 10.3% over the 2005 
level—as a result of water and gas handling 
limitations. A further decline in production is 
expected this year as a result of generator re-
pairs and scheduled maintenance which took 
place from mid-February to early March. Pro-
duction resumed on March 7th.  As a result of 
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this downtime, production in 2007 is expected 
to be down by 8% to about 60 million barrels.   

In January, the province turned down an ini-
tial application from the Hibernia Management 
and Development Company to develop the 
southern area of the Hibernia reservoir due to 
insufficient information from the project propo-
nents. It is currently estimated that the southern 
area of the reservoir holds 223 million barrels of 
recoverable oil. Talks are ongoing between the 
province, the Canada-Newfoundland and Lab-
rador Offshore Petroleum Board (C-NLOPB) 
and the project proponents to ensure that, in 
future, all parties receive the information nec-
essary to facilitate the development process.

Terra Nova
The Terra Nova FPSO did not operate from 
May 7th to November 11th of last year as it un-
derwent a $225 million retrofit that required 
vessel dry-docking. Critical regulatory tasks 
were performed including re-coating of the 
vessel hull, underwater ship side valve replace-
ments, and thruster inspections. The work also 
included installation of a 40-bed additional liv-
ing quarters module to enable on-site inspec-

tion and preventative maintenance. This will 
improve reliability and integrity of the vessel, 
and reduce future downtime. As a result of the 
retrofit, 2006 production was reduced to 13.7 
million barrels, in comparison to 36.2 million 
barrels in 2005. With the retrofit now complet-
ed, 2007 promises to be a much better year for 
the Terra Nova field with production forecast to 
nearly triple to around 40 million barrels. 

White Rose
The White Rose field produced 32.1 million 
barrels in 2006, its first full year of operation. 
In April 2007, Husky Energy, the project op-
erator, was granted regulatory and government 
approval to increase production to 45.6 million 
barrels per year. Further increases up to 50 mil-
lion barrels per year have also been condition-
ally approved subject to several technical issues 
relating to safety, conservation and production 
control. As a result of these increases, White 
Rose production is now forecast to rise by 36% 
in 2007 to 44 million barrels. 

Husky Energy also applied to the C-NLOPB in 
September 2006 to develop the southern White 
Rose extension—estimated to contain 20-25 
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million barrels of recoverable oil—by means of 
a subsea tie-back to the SeaRose FPSO. This 
application is currently under review. 

Hebron
Negotiations between the provincial govern-
ment and the Hebron consortium reached an 
impasse in early April 2006. The C-NLOPB’s 
estimate for the Hebron complex is 731 million 
barrels of proven and probable oil reserves, 
making it the province’s second largest field as 
indicated in the table below.

Exploration
The future of the province’s oil and gas industry 
depends upon continued exploration and new 
commercial discoveries.

Seismic Data Collection 
Over the past decade, a total of 1.2 million 
common mid-point kilometres of 3-D data and 
130,000 line kilometres of 2-D data have been 
collected in the province’s offshore area. The 
vast majority of this exploration has taken place 
in the Jeanne D’Arc Basin on the Northern 
Grand Banks (area of current oil production) 
and more recently in the deep water Orphan 
Basin on the North East Newfoundland Shelf.

While seismic data provides useful information 
as to the geology of the area, drilling is the only 
definitive way to learn if an oil or gas field actu-
ally exists.

Delineation and Exploratory Drilling
In November 2006, Husky Energy announced  
a 190 million barrel increase in its assessment 
of White Rose’s recoverable resources. This in-
crease resulted from the 2006 delineation pro-
gram and was attributed to the western (O-28 
delineation well) and south western (K-15 de-
lineation well) sections of the field. Husky plans 
to spend $290 million in the province’s offshore 
region in 2007, including completion of a sev-
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Offshore Oil Reserves
(Millions of Barrels)

Oil Field Total 
Reserves

Remaining 
Reserves*

Hibernia   1,244 723

Terra Nova 354 177

White Rose1 283 248

Hebron Complex 731 731

*As of December 31, 2006
1 The figures for White Rose do not include the results of the O-28 and 
K-15 delineation drilling program which Husky Energy estimates at 
190 million barrels. The C-NLOPB has not yet included these results 
into its reserve estimates.
Canada-Newfoundland and Labrador Offshore Petroleum Board
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Seismic Data
Seismic technology is one of the most impor-
tant tools available to the petroleum geologist. 
Ships collect seismic data by sending shock 
waves that penetrate the sea floor—using large 
air guns that release bursts of compressed air 
under the water—and measuring how long it 
takes the rock to reflect the waves back to the 
surface. Data collected in this fashion is used 
to create models of the underground geology 
beneath the sea floor to ascertain whether or 
not the area contains significant quantities of 
hydrocarbons. Two-dimensional (2-D) seismic 
data uses straight lines of hydrophones (i.e., re-
ceivers) to record the “echo” waves and three-
dimensional (3-D) seismic data utilize many 
lines of hydrophones. While significantly more 
costly, 3-D imaging provides a detailed spatial 
sample of the subsurface whereas 2-D imaging 
reveals only stripe (or line) samples.

Eirik Raude drill rig



enth production well in the White Rose field 
and further delineation of the O-28 discovery 
to confirm the resource estimates and to assist 
in future development planning.

At Terra Nova, Petro-Canada and its partners 
spudded the I-66 delineation well in November  
2006 in the southern part of the Far East sec-
tion of the field using the semi-submersible drill 
rig Henry Goodrich. Drilling of this well was 
suspended in February 2007.

Exploration drilling commenced in the Orphan 
Basin, off the province’s east coast, in August 
2006 with Chevron and its partners spudding 
the Great Barasway F-66 well using the deep 
water semi-submersible drill rig Eirik Raude. 
The rig was taken to the Kiewit Offshore Ser-
vices facility at Marystown in late February for 
repairs after a crack was discovered in one of 
its leg bracings. The rig returned to the F-66 
drill site in mid-March and completed the ex-
ploratory well in mid-April. Drilling of two more 
exploratory wells in the Orphan Basin has been 
delayed and will now likely occur in 2008 or 
2009.

Exploration drilling in the Laurentian Basin, off 
the province’s south coast, is dependent on rig 
availability—a deep water drilling rig is required 
for this area and the global rig market is particu-
larly tight for deep water rigs. 

Presently there are $819 million in outstand-
ing exploration expenditure commitments that 
must be completed by January 2012 and it is 
estimated that an average of 2-3 wells will be 
drilled each year over the next five years—de-
pending on the results of seismic interpretations, 
rig availability, drilling success rates and oil and 
gas prices.
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Outlook 2007
• Oil production is expected to increase by 

about 30%.

• Oil prices are expected to decline somewhat 
but remain high in an historical context—
Brent crude is expected to average US$59.12 
per barrel.

• Hibernia, Terra Nova and White Rose com-
bined capital spending is expected to be close 
to $700 million.
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Seismic Data Acquired
Newfoundland and Labrador Offshore Area

*2-D measured in line kilometres and 3-D measured in com-
mon mid-point kilometres
Canada-Newfoundland and Labrador Offshore Petroleum 
Board 


