
Loading the Camel
with Hot Potatoes
Liability management in Alberta’s oilpatch and the 
province’s fiscal and environmental future



Inactive wells multiplied after 
’73, doubled again after ’78



Environmental 
awareness & 
price crash put 
issue on agenda
$3 million joint 
government/industry 
abandonment fund set up in early 
1986.

Issue continued to grow, 
demanding more action.



Rational approach, would have 
largely solved problem in 1989
“The Department of Energy is considering changes to the 
Mines and Minerals Act to the effect that

the obligation to abandon a well or to reclaim the surface 
survives the expiration of the lease and the lessee shale 
indemnify the Crown for any costs associated with the 
abandonment or reclamation;

the transfer of a lease will not relieve the transferor of this 
obligation if the transferee fails to honor it;

there may be provision for the well to be abandoned 
within a set time after the lease expires. ”



ERCB’s solution?
• $100 annual fee/inactive well

• $2.5 million in fees expected to cause almost 
$100 million in abandonments yearly.

• Unlikely, to say the least.



Northern 
Badger Oil & 
Gas

Unanimous Appeals Court 
decision, June 1991

Profoundly important.



An honest 
assessment of 
the problem
• “growing fears of 

unmanageable future 
abandonment problems”

• “The number of transfer 
applications that appear to be 
an attempt to avoid 
abandonment responsibility, 
have increased in the past 
several years.”

• “The licensee profile has 
changed rapidly over the past 
12 months”: “relatively 
unsophisticated”, “limited 
understanding”, “inadequate 
financial resources”



The only real attempt 
ever made
5-year program to abandon substantial number 
of wells inactive for more than a decade



LTIWP Year 1 
Progress Report
• 1,085 wells transferred

• 673 wells abandoned

• 172 wells back into 
production

• $6.1 million in abandonment 
deposits on 471 wells

• 92 non-compliant companies



Early in year 3,
LTIWP severely undermined
Base Well Count, intended and reaffirmed as unchanging, is suddenly 
offered to be amended – including retroactively.



ID 2000-1 included this curious table
Demonstrates to producers how rule changes can be used to game the 
LTIWP, requirements can be avoided, and program looted of deposits 
by transferring inactive wells to smaller companies.



6 months later, 
LTIWP cancelled
Ending obligations and locking in the looting of 
deposits.
Complimented with legislative changes ending 
executives’ liability for unfulfilled reclamation 
responsibilities.



LTIWP 
replaced with 
LLR

A fraud.

Period.



A small taste of 
ridiculous LLR 
estimates

Cost of RECLMATION in 2001:

• $10,000 - $30,000/well

Abandonment costs alone averaged 
$50,000/well a decade earlier!



15 years in, a gob 
smacking admission:
“During the last 15 years, property sales were very 

high and many of these inactive wells were 
transferred numerous times. With the sale of these 
wells, knowledge of wellbore conditions, and in some 
cases even knowledge of the well’s existence, was 
lost.”



Inactive wells, 1993 - 2015

The problem has only ever continued to grow and grow.



Important study of 
the fiction of wells 
being ‘temporarily’ 
inactive



After Supreme 
Court 
precedent, 
time to slowly 
blow up system
• Announced in March 2013, 

effective May 1st.

• Deposit payment rules relaxed 
on May 30th.

• Time to comply with each 
stage of enforcement process 
doubled. 



The ominous 
case of Alberta 
Treasury 
Branches and 
Redwater 
Energy

May 2016 Court of Queen’s 
Bench decision by Chief Justice 
Wittmann.

Currently under appeal.



CAPP makes 
special 
presentation and 
recommendations 
to Royalty Panel 
on liability 
management



Close to 170,000 
inactive/abandoned wells in 

2015



Density of 
inactive wells



Proportion of 
wells inactive 
by area


