OIL AND NATURAL GAS PRIORITIES
for a Prosperous
Newfoundland and Labrador

CANADA’S ROLE IN MEETING GLOBAL
ENERGY DEMAND
Canadians share a variety of values and principles. For example, we agree that
environmental responsibility is important, Indigenous peoples have the right to full
participation in the Canadian economy, and climate change requires action both
domestically and globally. The oil and natural gas sector is aligned with Canadians’
shared principles and is poised to play a significant role in achieving them, while at
the same time promoting Canada-wide prosperity.
Canada can also seize an opportunity that exists beyond our borders. By 2040,
emerging markets in China, India and Southeast Asia are expected to drive a
27-per-cent increase in energy demand. Canada has enormous natural resources,
and the innovation, high standards for safety and environmental performance,
and technological expertise to be the world’s energy supplier of choice. Canada
can make the world a better place by addressing energy poverty, reducing net
global greenhouse gas emissions, and developing world-leading environmental
technology and expertise. If Canada does not act to support and grow our oil and
natural gas industry, other suppliers – with lesser environmental standards – will fill
the increasing global demand for energy.

A COMPETITIVE OFFSHORE OIL
AND NATURAL GAS INDUSTRY IN
NEWFOUNDLAND AND LABRADOR
Newfoundland and Labrador’s offshore sector is an important part of Canada’s
oil and natural gas industry. It generates significant benefits for Newfoundlanders
and Labradorians, and has a substantial impact on the province’s economy. With
four projects in production, and exploration activity expected to increase in the
coming years, the industry has the potential to grow, further ensuring these
benefits continue for future generations.

DIRECT BENEFITS FROM NEWFOUNDLAND AND LABRADOR’S OIL
AND NATURAL GAS INDUSTRY:
• Directly employs more than 5,000 people (thousands more indirectly)
• Supports more than 600 supply/service companies
• Cumulative expenditures in NL between 1995-2017 total more than $45 billion
• Represents 25 per cent of provincial GDP and 41 per cent of exports over the
past 20 years*
• Cumulative royalties paid to the Government of NL from 1998-2017 total more
than $21 billion
• More than $506 million spent on R&D and education and training in NL*
* Source: Government of Newfoundland and Labrador; all other stats sourced to CAPP and Statistics Canada
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CAPP believes the province can realize its potential and grow its oil and natural gas
industry for the benefit of all Newfoundlanders and Labradorians. Doing so requires a
strong commitment from governments to develop and maintain policies that consider
competitiveness.
Governments play an important role in improving industry competitiveness by
establishing policies and regulations that impact the scope, cost, and pace of
development. In recent years the offshore industry has seen a layering of new costs
and delays in regulatory approvals which have an immediate effect on the feasibility
of offshore oil and natural gas activity in Newfoundland and Labrador. The province
can grow its industry while continuing to maintain high safety and environmental
standards.
CAPP member companies recognize they also have an important role to play
in building and growing industry beyond simply investing. Companies operating
and exploring offshore Atlantic Canada must produce resources safely and
responsibly, while continuing to enhance offshore safety and environmental
protection. CAPP member companies are committed to the safe and responsible
development of Newfoundland and Labrador’s offshore resources.

THE VISION:
MAKE NEWFOUNDLAND AND LABRADOR THE WORLD’S MOST
ATTRACTIVE PLACE FOR OFFSHORE OIL AND NATURAL GAS
INVESTMENT
Achieving this vision will require action in three key areas:
• Competitive regulatory policies
• Expediting developments
• Competitive fiscal and economic policy
All provincial political parties should be a champion for the industry and continue
to advocate for industry growth. CAPP encourages all provincial political parties to
support the oil and natural gas industry by committing to provincial policy solutions,
and advocating for federal policy solutions that recognize the important role industry
plays in Newfoundland and Labrador’s economic future.
Offshore Newfoundland and Labrador is jointly managed by the Governments of
Newfoundland and Labrador, and Canada. As such, while this document is provincially
focused some of the specific actions outlined below require federal government
attention. CAPP has been, and will continue to, voice concerns with the federal
government to urge them to address regulatory impediments to investment.
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COMPETITIVE REGULATORY POLICIES
NEWFOUNDLAND AND LABRADOR CAN GROW ITS OIL
AND NATURAL GAS INDUSTRY THROUGH EFFICIENT AND
EFFECTIVE REGULATION.
The offshore industry has seen significant regulatory change in recent years resulting
in investment uncertainty. The most critical change, from an offshore perspective, is
the introduction of the draft Impact Assessment Act in Bill C-69. This Bill could result
in longer timelines for environmental assessment approvals, even for short-duration
activities such as drilling exploration wells. It will require significant amendments in
order to minimize the impact on the competitiveness of the offshore industry.
CAPP is also advocating for the removal of exploration wells from future designated
project list regulations – a list of major projects requiring federally-led environmental
assessments. Offshore exploration drilling is a short-duration activity and should not
be treated the same way as a major project – especially since the potential effects are
well documented and understood to be minimal with appropriate mitigations in place.
Further regulatory challenges in the offshore region relate to the outdated and
prescriptive requirements in regulations governing the offshore. In addition
to causing regulatory delays, outdated prescriptive regulation adds cost and
prevents industry from adopting new technologies and global best practices as
new research becomes available.
A federal-provincial effort is underway to modernize offshore regulations. CAPP
strongly supports this effort and urges political parties to continue advocating for the
completion of this transition to a more performance-based regulatory regime.

RECOMMENDATIONS
Improve regulatory effectiveness offshore Newfoundland and Labrador by
achieving a performance-based regulatory regime.
All provincial political parties should advocate to ensure Bill C-69 does not impede
offshore investment. Specifically, CAPP recommends political parties advocate for:
• The reduction of the timelines for project approvals in the environmental
assessment process;
• Defining a key regulatory role for the Canada-Newfoundland and Labrador
Offshore Petroleum Board (C-NLOPB) in the environmental assessment
process; and
• The exclusion of exploration wells from the designated project list regulations.
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EXPEDITING DEVELOPMENTS
IMPROVING PROJECT TIMELINES AND THE FEASIBILITY OF
TIE-BACK DEVELOPMENTS WOULD IMPROVE INDUSTRY
COMPETITIVENESS.
All provincial political parties should consider the time it takes to move a project
from discovery to production. Historically, Newfoundland and Labrador has seen
lengthy project timelines. The province should continue working to expedite project
developments and streamline processes to continue reducing the time it takes to
move a project from discovery to production.
CAPP also urges political parties consider how to improve the feasibility of tieback projects. There is an opportunity to see more field tie-backs as many small
discoveries offshore Newfoundland and Labrador are not considered commercial on
a stand-alone basis. Improving the economics of small field tie-backs should be an
area of focus. Tie-backs can extend the life of existing fields thereby preserving jobs
and economic benefits for Newfoundlanders and Labradorians.

RECOMMENDATIONS
• Continue to expedite project developments; and,
• Consider changes that can make small field development more economic.

FISCAL AND ECONOMIC POLICY
NEWFOUNDLAND AND LABRADOR’S FISCAL REGIME
CAN BE ENHANCED IN ORDER TO INCREASE INDUSTRY
COMPETITIVENESS.
It is imperative all provincial political parties focus on fiscal and economic policy to
increase exploration and improve project economics.
The Newfoundland and Labrador offshore is vastly underexplored. Exploration
levels have been low in recent years partly as a result of delays in the environmental
assessment process. In order to capitalize on offshore resource potential, consideration
should be given to fiscal incentives to encourage exploration.
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FISCAL AND ECONOMIC POLICY CONT.
Many global jurisdictions have made changes to their fiscal regimes to increase
exploration levels, particularly since 2014 when oil prices began to decline. Given
that Newfoundland and Labrador is a high-cost, high-risk place to explore, CAPP
encourages all provincial political parties to consider fiscal incentives as a means of
boosting exploration levels. While industry considers many factors when deciding
where to invest, the fiscal framework is a key component of investment decisions.
A 2018 Wood Mackenzie report1 on industry competitiveness noted the capital and
operating costs for the deepwater offshore Newfoundland and Labrador are higher
than most. Of the countries analyzed, Mexico is the only one with higher break even
prices than Newfoundland and Labrador. Working to improve the economics of
projects, particularly in deepwater and frontier areas, should be a key focus of the
province.

Break Even Brent at 10% ($/Bbl)
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Newfoundland and Labrador is competing globally for investment. The future
provincial government must ensure its value proposition for oil and natural gas
activity can compete to attract investment.
Global competition for capital is fierce. The high capital costs associated with longterm projects offshore Newfoundland and Labrador must compete globally with
short-term projects offering faster return on investment.

RECOMMENDATIONS
Work to increase exploration levels and improve project economics in order
to enable new developments by:
• Introducing fiscal incentives to encourage exploration; and,
• Advocating for the elimination of unnecessary federal costs to offshore projects,
including UNCLOS Article 82 payments (for projects beyond 200 nautical miles).
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OIL AND NATURAL GAS MATTERS TO
NEWFOUNDLAND AND LABRADOR
BY ENHANCING THE REGULATORY REGIME AND MAKING
FISCAL CHANGES TO INCREASE ACTIVITY, THE PROVINCE
CAN CONTINUE TO PRODUCE RESOURCES SAFELY AND
RESPONSIBLY FOR THE LONG-TERM BENEFITS OF ALL
NEWFOUNDLANDERS AND LABRADORIANS.
In addition to the direct benefits the oil and natural gas industry provides, a recent
study by Stantec and Petroleum Research Newfoundland and Labrador2 outlining
industry’s socio-economic benefits noted that between 2010 and 2017 industry
was responsible for an average of 29.7 per cent of the provincial gross domestic
product (GDP), 12.9 per cent of all labour income in the province, 10.8 per cent of
all retail sales, and 24,000 jobs. The study also focused on the industry’s role in the
development of a supply and service community in the province that has diversified
to provide products and services globally, and outside the oil and natural gas sector.
If Newfoundland and Labrador is successful in growing its oil and natural gas industry
the benefits would increase. A recent study commissioned by Noia3 found that if the
province successfully capitalizes on its oil and natural gas potential it could see the
following benefits by 2033:
• An increase in total employment supported by the industry across the province
to 56,000 jobs in Newfoundland and Labrador, and an additional 22,700 jobs
in the rest of Canada;
• An increase in labour income across the province to more than $4.6 billion per year;
• An increase in consumer spending to $3.5 billion per year; and,
• An increase in provincial government benefits through royalty and tax payments
and equity to $6.7 billion in 2033.
The Noia report estimates that if the province capitalizes on its potential, between
2018 and 2045 the total royalty and tax revenues from the offshore industry will be
in excess of $100 billion.
A strong oil and natural gas sector is in the province’s best interest. CAPP encourages
policies that support responsible oil and natural gas development while protecting
industry competitiveness.
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LEARN MORE
Go to AtlanticCanadaOffshore.ca to find more information on Newfoundland
and Labrador’s oil and natural gas industry.

CAPP’s Newfoundland and Labrador Energy Platform is to inform all
Newfoundlanders and Labradorians of the concerns and vision of the oil and
natural gas business in a manner that is non-partisan and is not advertising.
The business of energy is the business of every government of Newfoundland
and Labrador regardless of its political persuasion. CAPP does not support or
oppose any particular registered party or candidate.
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Newfoundland & Labrador Competitiveness in Oil & Gas Investment
https://www.nr.gov.nl.ca/nr/publications/energy/Competitiveness_Oil_Gas_Investment.pdf
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Socio-economic Benefits from Petroleum Activity in Newfoundland and Labrador, 2015 - 2017
petroleumresearch.ca
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Newfoundland and Labrador Offshore Oil & Gas Industry: Economic Impact Report
https://www.imaginethepotential.ca/

atlanticcanadaoffshore.ca
2019-0022

