
- 6 -

The Economic Review 2007    |    www.economics.gov.nl.ca

Vessels offl oading crude oil 
at the Newfoundland Trans-
shipment Terminal, Whiffen 
Head

Oil and GasOil and Gas

The oil and gas industry has become an increasingly im-
portant sector of the provincial economy over the past 
few years. Oil production is expected to reach 137.6 mil-
lion barrels in 2007, representing growth of 24% over 
2006. This growth is due to increased production from 
Terra Nova and White Rose. The value of oil production 
is expected to increase by approximately 25% in 2007 to 
$10.3 billion because of higher production volumes and 
prices. 

Crude oil prices have increased substantially over the 
past decade, rising from US$12.76 per barrel in 1998 to 
US$65.16 in 2006. Increased world demand and instabil-
ity of supply are the driving forces behind the price escala-
tion. Rapid economic growth in emerging market regions, 
such as China and India, has increased oil demand while 
at the same time geopolitical issues in some oil producing 
regions have raised concerns about the stability of sup-
ply. 

Unlike many other export sectors, price increases in the 
oil sector have been sufficient to offset the negative effects 
of the Canadian dollar’s appreciation. In early December 
2007, Brent crude oil was trading just under US$90 per 

barrel. On an annual average basis, the price of Brent 
crude oil is expected to be around 7% higher in US$ 
terms (2% in CA$ terms) in 2007 to average US$69.75 in 
comparison to US$65.16 in 2006. 

Hibernia
Hibernia production was down 21.8% during the first ten 
months of 2007 compared to the same period in 2006. 
Early in the year, production was constrained by  a failure 
of one of the platform’s main power generators. The plat-
form was taken out of production for 23 days beginning 
in mid-February in order to expedite the generator re-
pairs, and production resumed on March 7. Furthermore, 
over the past few months, production has been limited by 
water re-injection and handling capabilities on the pro-
duction platform. As a result, estimated annual produc-
tion has been revised down to 51.1 million barrels from 
earlier expectations of 59.9 million barrels.

Terra Nova
Terra Nova production totalled 36.5 million barrels dur-
ing the first ten months of 2007 in comparison to 8.8 
million during the same period in 2006. This difference 
reflects the fact that the Terra Nova production vessel did 
not operate from May 7 to November 11 of last year as 
it underwent a $225 million retrofit that required dry-
docking. Year-to-date production is moderately higher 
than previously anticipated and, as a result, annual 2007 
production is now expected to be 42.7 million barrels, up 
from the Budget 2007 estimate of 40.0 million barrels.

White Rose
Production from the White Rose field totalled 36.3 mil-
lion barrels in the first ten months of 2007 in comparison 
to 25.3 million barrels during the same period of 2006. 
This increase is due to the completion of additional pro-
ducing wells and regulatory approval to increase annual 
production. Annual 2007 production is expected to total 
43.9 million barrels, in line with expectations at the be-
ginning of the year. Energy Information Administration; Department of Finance 
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On September 7, 2007, the province approved the Can-
ada-Newfoundland and Labrador Offshore Petroleum 
Board’s (C-NLOPB) decision to permit expansion of the 
White Rose development project to produce an estimated 
additional 24 million barrels of oil from an area known as 
South White Rose Extension. In the Development Plan 
Amendment, Husky Oil committed to spend $595 mil-
lion in capital costs to begin producing the additional oil. 
The commitments include a new glory hole south of the  
production vessel that will tie back to the existing project 
infrastructure.

On September 13, 2007, the province announced that it 
had reached an agreement on royalty and equity terms 
with Husky Oil and Petro-Canada on the White Rose 
satellite field developments. The agreement includes a 
5% equity stake for the province in the satellite develop-
ments, and an additional 6.5% royalty on net revenues 
after net royalty payout has been achieved from the sat-
ellites when the price of West Texas Intermediate oil is 
over US$50 per barrel. The royalty and equity arrange-
ment will apply to the combined satellite development of 
the North Amethyst field, the West Avalon pool and the 
extension of the South Avalon pool in the White Rose 
field. Husky estimates that these fields contain 214 mil-
lion barrels of oil. The province’s purchase price for its 
5% equity stake will be $44 million based on current res-
ervoir information. This price is subject to due diligence, 
data verification and the results of drilling currently taking 
place in the West Avalon pool.

Hebron
On August 22, 2007, the province announced that it had 
reached a Memorandum of Understanding (MOU) with 
the  Hebron-Ben Nevis (Hebron) proponents to develop 
the oil field—the province’s fourth stand alone offshore 
oil development. The industry partners in the Hebron de-
velopment are ExxonMobil Canada, Chevron Canada, 
Petro-Canada and Norsk Hydro Canada. 

Under the terms of the MOU, the province will take a 
4.9% equity stake in the project at a cost of $110 million. 
Construction of a Gravity Based Structure will take place 
in the province and is expected to take about six years to 
complete. It is currently anticipated that first oil may occur 
by late 2014 or early 2015. The Hebron field is estimated 
to contain in the vicinity of 700 million barrels of oil.
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Exploration Highlights

 An average of 2-3 wells per year are expected 
over the next five years depending on results 
of seismic interpretations, rig availability, drill-
ing success rates and oil and gas prices.

 Drilling of the Great Barasway F-66 well in the 
Orphan Basin was terminated in April 2007. 
Current plans are to follow up with two addi-
tional wells in the area in 2008/09. Geophysi-
cal work continued in the basin this past sum-
mer. The Orphan partners remain committed 
to returning to the Basin in 2008 or 2009 to 
resume their exploration drilling program.

 Petro-Canada completed a 3-D seismic pro-
gram this summer focusing on the North Mara 
prospect. A 2-D seismic acquisition program 
has been ongoing in the region since 2002.

 ConocoPhillips and partners continue to eval-
uate their 3-D seismic data and have identi-
fied potential drilling targets in the Laurentian 
Basin. Drilling could occur as early as 2008 
dependent on rig availability.

 In the Western Newfoundland Offshore region, 
two onshore to offshore wells are planned this 
fall.

 In the Western Newfoundland Onshore area, 
seismic programs are continuing.

 The C-NLOPB issued two separate Calls for 
Bids in 2007 comprising a total of 991,458 
hectares.

o In December 2007 the C-NLOPB accept-
ed a bid ($1.5 million) from Corridor Re-
sources Inc. for one parcel in the Western 
Newfoundland Offshore region.

o Bidding on four parcels in the Labrador 
Offshore region closes in August 2008.
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