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May 13, 2020 
 
 
Hon. Seamus O’Regan, Minister sent via email to NRCan.Minister-Ministre.RNCan@Canada.ca 
Natural Resources Canada 
580 Booth Street, 21st Floor 
Ottawa, ON  K1A 0E4 
 
Dear Minister O’Regan: 
 
Re: Fiscal Relief for Atlantic Canada’s Offshore Oil and Gas Industry  
 
In recent weeks we have been having discussions with your Department staff, representatives of 
the department of Finance and the Deputy Prime Minister’s Office, along with representatives from 
the Governments of Newfoundland and Labrador and Nova Scotia, related to the current 
unprecedented challenges facing Canada’s offshore oil and gas industry. The ongoing COVID-19 
crisis and resulting drop in global demand for oil/oil price collapse has placed tremendous pressure 
on our members operating in the offshore. These challenges have resulted in stalled developments, 
such as the Bay du Nord and West White Rose projects, delays in Terra Nova’s Asset Life Extension 
project, and cancellation of some exploration programs and subsea tie-back projects. Federal 
support measures that have been announced for industry to date, while vitally important, do not 
address the unique needs of Canada’s offshore industry. Timely action to address this gap is critical, 
in particular to the many thousands of women and men who depend of the offshore industry for 
their livelihoods.  
 
Last month we copied you on letters submitted to Newfoundland and Labrador Natural Resources 
Minister Coady and Nova Scotia Energy Minister Mombourquette outlining our views on necessary 
government actions to help sustain the offshore industry in the short-term and reposition the 
industry for recovery in the long-term. Urgent action is needed in the short-term to assist with 
solvency challenges facing our members and provide needed flexibility to exploration licence 
holders, and our letters outlined various suggestions to address short-term challenges. We also 
provided medium-long term suggestions focused on ensuring the offshore industry is positioned 
for recovery as the COVID-19 crisis eases and markets begins to stabilize. We are writing today to 
stress the urgency of government action on these requests and provide additional information to 
help support our request. CAPP’s members with offshore interests have reviewed and inputted into 
this letter. 
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From an economic recovery perspective, the offshore industry is critical to Newfoundland and 
Labrador’s future and makes sense from an environmental responsibility perspective. As you are 
aware, offshore oil is being produced responsibly in Newfoundland and Labrador, with significantly 
lower emission per barrel than the global average and a robust regulatory regime designed to 
minimize any potential environmental impact. Investing in our offshore as global demand for oil 
and gas is expected to continue to rise is a positive investment, not only from an economic 
perspective but also from the perspective of helping supply much needed environmentally 
responsible energy to the world. 
 
We are seeing countries and regions around the globe introduce tax changes and incentives to 
ensure they are best positioned to attract investment when the market begins to recover, including 
the United States, Norway and the United Kingdom. As recovery begins, competition for reduced 
investment dollars will be stronger than ever and it is imperative that Canada take action to ensure 
our industry can compete if it is to survive. 
 
We recognize that others have also brought forward ideas to help stimulate activity in the offshore 
and we have evaluated all options raised that we are aware of, in order to help prioritize our 
suggestions. We also completed modeling and analysis on two suggestions – the Atlantic 
Investment Tax Credit (AITC) and accelerated depreciation – to help support ongoing discussions 
with representatives in your department. This exercise reaffirmed the significant value that 
reinstating AITC for the offshore oil and gas industry can bring. Our analysis demonstrated that 
even at $40 per barrel oil, the re-introduction of AITC can move a project from unprofitable and 
therefore unlikely to proceed, into a profitable position for investors. Introducing AITC at 15% in 
the short-term, similar to rates that were in place in the 1990s when oil prices were more 
comparable to today, can result in moving stalled developments forward. Further, offering a 
refundable option can help with current liquidity challenges and helps companies that are not in a 
taxable position, such as new entrants. CAPP and our members strongly believe that reinstating 
AITC will help sustain the industry and get Newfoundlanders and Labradorians back to work faster.  
 
We are also supportive of efforts to stimulate exploration activity in the region. It is critical that we 
increase exploration levels to help find the next major discovery and preserve long-term industry 
benefits for the province. In our original letter outlining short and long-term recommendations we 
requested various changes to the terms and conditions of exploration licences in order to provide 
flexibility to explorers and help encourage exploration programs to proceed in the future. We 
continue to have discussions with government and regulators to progress these recommendations. 
We are also aware that the Government of Newfoundland and Labrador has proposed an 
exploration well rebate program where a percentage of well costs would be rebated in cash to the 
operator and we are highly supportive of this concept as a means to attract additional investment 
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to the offshore. Exploration incentives have been introduced in other offshore oil and gas 
producing jurisdictions and Canada must be able to compete with these jurisdictions in order to see 
the offshore industry, and resulting benefits grow.  
 
The introduction of both AITC and exploration incentives, along with support for short-term 
recommendations which are being advanced with your Department, would improve the 
competiveness of our industry and better position us to compete for global offshore investment 
and increase activity following this crisis. Again, we wish to stress the urgency of federal assistance 
for our offshore industry as other jurisdictions continue to announce tax relief and incentives for 
their offshore sectors. Thank you for your department’s availability and ongoing dialogue with our 
industry in recent weeks and we look forward to working with you to help position Canada’s 
offshore industry for success. 
 
Sincerely, 
 

 
 

 
 

 

Tim McMillan, President and CEO

Cc: Minister Chrystia Freeland, Deputy Prime Minister 
Minister Bill Morneau, Finance Canada 
Minister Navdeep Bains, Innovation, Science and Economic Development Canada  
Minister Siobhan Coady, Newfoundland and Labrador Department of Natural Resources 

 Minister Derek Mombourquette, Nova Scotia Department of Energy 




