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ARTICLE

Emergency legislative amendments to support Alberta’s oil and gas sector
On Apri l  2 ,  2020 ,  the  Leg i sl a t i ve  Assem b l y o f  A l be rta  passed  th ree  em ergency b i l l s to  address the  COVID-19  pandem i c i n  the  Provi nce .  Am ong  them
was B i l l  12 ,  the  L i ab i l i t i es Management S ta tu tes Amendment Act ,  2020,  wh i ch  g ran ts the  A l be rta  Energy Regu l a to r (AER o r Regu l a to r) new powers and
fund i ng  to  m anage  wha t the  governm ent an t i ci pa tes wi l l  be  a  l a rge  ri se  i n  suspended  o r abandoned  o i l  and  gas p ro j ects i n  the  wake  o f  COVID-19 .
Jason  Ni xon ,  House  Leader and  M i n i ste r o f  Envi ronm ent and  Parks,  suggested  tha t  B i l l  12  wou l d  boost  em p l oym ent and  p ro tect  j obs i n  A l be rta ’s o i l  and
gas se rvi ce  secto r du ri ng  these  cha l l eng i ng  t i m es by crea t i ng  j obs re l a ted  to  rem ed i a t i on  and  recl am at i on  o f  we l l s and  o the r p roduct i on  faci l i t i es.

What you need to know

Rem ed i a t i on  and  rem ed i a t i on  costs a re  now i ncl uded  i n  the  p rovi si ons o f  the  Oi l  and  Gas Conserva t i on  Act and  Pi pe l i ne  Act respect i ng  ca re ,
p reven ta t i ve  m easures,  and  repa i rs o f  dam age  i n  respect  o f  o i l  and  gas we l l s and  o the r faci l i t i es.

T he  AER m ay m ake  ru l es respect i ng  suspensi on ,  abandonm ent,  rem ed i a t i on ,  and  recl am at i on  costs i n  respect  o f  we l l s,  faci l i t i es and  p i pe l i nes.

T he  use  o f  o rphan  we l l  funds has been  expanded  to  pe rm i t  the  AER to  a l l oca te  such  funds to  pay fo r dam age , suspensi on ,  abandonm ent,
rem ed i a t i on  and  recl am at i on  costs i n  respect  o f  neg l ected  we l l  si tes.  Orphan  we l l  funds m ay a l so  be  used  to  pay fo r faci l i ty m on i to ri ng  opera t i ons,
h i ri ng  and  re ta i n i ng  sta ff  fo r the  pu rposes o f  m on i to ri ng  and  ri sk m anagem ent,  and  the  costs o f  rece i ve rs,  rece i ve r-m anagers,  t rustees and
l i qu i da to rs.

T he  AER m ay desi gna te  the  Orphan  We l l  Associ a t i on  to  take  ove r m anagem ent and  con tro l  o f  a  we l l  where  the  owner o r opera to r does no t  m ee t i ts
ob l i ga t i on  o f  reasonab l e  ca re ,  and  such  au tho ri t i es m ay now con t i nue  p roduci ng  o r i n j ect i ng  opera t i ons wi th  the  consen t  o f  the  owner o r ho l de r o f
the  m i ne ra l  ri gh ts.

T he  Regu l a to r m ay o rde r a  l i censee  o r desi gna ted  au tho ri ty to  p rovi de  reasonab l e  ca re  and  m easures to  p reven t  p i pe l i ne  i m pa i rm en t on  any te rm s
or cond i t i ons the  AER consi de rs appropri a te .

T he  A l be rta  Departm en t o f  Energy has con f i rm ed  i t  wi l l  no t  i den t i fy si tua t i ons where  an  o ffse t  ob l i ga t i on  m i gh t  exi st  upon  l easi ng  the  o ffe red
m i nera l  ri gh ts i n  a  Pub l i c Offe ri ng  No t i ce .

Bill 12: Liabil ities Management Statutes Amendment Act, 2020

Care and remediat ion obligat ions

Broad l y,  B i l l  12  am ends the  Oi l  and  Gas Conserva t i on  Act,  RSA 2000 ,  c O-6  (OGCA) and  Pi pe l i ne  Act,  RSA 2000 ,  c P-15  (Pi pe l i ne  Act) to  g ran t  the
AER ce rta i n  powers and  fund i ng ,  wi th  a  vi ew to  assi st i ng  o rphan  we l l  associ a t i ons i n  m anag i ng  and  acce l e ra t i ng  the  cl ean-up  o f  o i l  and  gas faci l i t i es.
T he  pu rposes o f  the  OGCA have  been  revi sed  to  i ncl ude  rem ed i a t i on  as an  ove ra rch i ng  pa rt  o f  responsi b l e  faci l i ty m anagem ent,  and  the  te rm s
“rem ed i a t i on ” and  “rem ed i a t i on  costs” a re  now cen tra l  ob l i ga t i ons respect i ng  ca re ,  p reven ta t i ve  m easures,  and  repa i rs i n  respect  o f  o i l  and  gas we l l s,
p i pe l i nes and  o the r faci l i t i es.

Under am ended  OGCA sect i on  10 ,  wh i ch  dea l s wi th  si te  m anagem ent and  ca re ,  the  AER m ay m ake  ru l es respect i ng  suspensi on ,  abandonm ent,
rem ed i a t i on ,  and  recl am at i on  costs fo r we l l s o r faci l i t i es.  In  the  past ,  the  Regu l a to r cou l d  desi gna te  an  au tho ri ty –  typ i ca l l y,  the  Orphan  We l l
Associ a t i on  –  to  take  ove r m anagem ent and  con tro l  o f  a  we l l  where  the  owner o r opera to r d i d  no t  m ee t i ts ob l i ga t i on  o f  reasonab l e  ca re .  However,  such
a  desi gna te  wou l d  on l y be  pe rm i t ted  to  suspend  o r com m ence  abandonm ent opera t i ons on  the  we l l .  Im portan t l y,  as am ended  by B i l l  12 ,  au tho ri t i es
desi gna ted  by an  o rde r o f  the  Regu l a to r wi l l  now, wi th  the  consen t  o f  the  ho l de r o f  the  m i ne ra l  ri gh ts a t  the  si te ,  be  ab l e  to  con t i nue  p roduci ng  o r
i n j ect i ng  opera t i ons as though  i t  were  the  l i censee .      

Fu rthe r,  pu rsuan t  to  new OGCA sect i on  26 .2  and  Pi pe l i ne  Act  sect i on  22 .1 ,  the  Regu l a to r now has b road  d i scre t i on  to  i ssue  o rde rs to  l i censees,
approva l  ho l de rs,  worki ng  i n te rest  pa rt i ci pan ts o r any de l ega ted  au tho ri ty to  take  any p reven ta t i ve  m easures where ,  i n  the  op i n i on  o f  the  Regu l a to r,
i m pa i rm en t o r dam age  p ro tect i ons a re  no t  be i ng  adequa te l y p rovi ded .  T he  B i l l  12  am endm ents a l so  en t i t l e  any au tho ri ty act i ng  under an  o rde r o f  the
AER to  have  access to  and  en te r on  the  p i pe l i ne  l ands and  any st ructu res the reon  fo r the  pu rposes o f  d i scharg i ng  the i r ob l i ga t i ons.

Orphan well funds

Wi th  a  vi ew to  support i ng  the  Orphan  We l l  Associ a t i on  and  o the r au tho ri t i es desi gna ted  to  faci l i ty ca re  under the  new l eg i sl a t i on ,  am endm ents to  the
OGCA have  b roadened  the  pe rm i t ted  use  o f  o rphan  we l l  funds,  and  pe rm i t ted  the  AER to  a l l oca te  such  funds to  pay fo r dam age , suspensi on ,
abandonm ent,  rem ed i a t i on ,  and  recl am at i on  costs i n  respect  o f  neg l ected  we l l  si tes.  T hose  funds m ay a l so  be  used  to  pay fo r faci l i ty m on i to ri ng
opera t i ons,  h i ri ng  and  re ta i n i ng  sta ff  fo r the  pu rposes o f  m on i to ri ng  and  ri sk m anagem ent,  as we l l  as fo r the  costs o f  rece i ve rs,  t rustees and  l i qu i da to rs.
In  add i t i on ,  the  Regu l a to r m ay a l so  app l y to  the  Court  o f  Queen ’s Bench  o f  A l be rta  to  appo i n t  rece i ve rs,  t rustees o r l i qu i da to rs fo r the  p roperty o f  an
i m pugned  l i censee .

On  M arch  2 ,  2020 ,  A l be rta  Prem i e r Jason  Kenney announced  tha t  the  Orphan  We l l  Associ a t i on  wou l d  be  rece i vi ng  a  governm ent l oan  o f  $100  m i l l i on
to  “i ncrease  the  pace” o f  o rphan  we l l  cl eanup .  T he  changes to  the  OGCA and  Pi pe l i ne  Act  under B i l l  12  have  expanded  the  Associ a t i on ’s pe rm i t ted  use
o f  those  funds,  as we l l  as i ts au tho ri ty to  b ri ng  i n  opera to rs to  p roduce  f rom  and  run  vi ab l e  we l l s.  Pe rhaps m ost  i m portan t l y fo r i ndustry p ro fessi ona l s,
these  funds a re  ava i l ab l e  to  h i re  sta ff  fo r opera t i ons,  m a i n tenance  and  rem ed i a t i on  pu rposes.  Wi th  the  A l be rta  governm ent restri ct i ng  ga the ri ngs to  15
peop l e  o r l ess i n  response  to  the  COVID-19  pandem i c,  work shou l d  st i l l  be  ab l e  to  p roceed  sa fe l y on  som e o i l  and  gas cl eanup  p ro j ects.

Offset obligations for Crown petroleum and natural Gas

In  add i t i on  to  those  l eg i sl a t i ve  am endm ents passed  T hursday,  the  A l be rta  Departm en t o f  Energy pub l i shed  M i ne ra l  Ri gh ts In fo rm at i on  Bu l l e t i n  2020-01
(Bu l l e t i n ) i n  response  to  quest i ons rece i ved  concern i ng  o ffse t  ob l i ga t i ons and  Pub l i c Offe ri ng  No t i ces (PONs).  Offse t  ob l i ga t i ons m ay a ri se  where  a
l essee ’s p roduci ng  we l l  i s d ra i n i ng  an  ad j acen t  Crown m i ne ra l  ri gh t .  Upon  be i ng  no t i f i ed  o f  an  o ffse t  ob l i ga t i on ,  l essees a re  requ i red  to  rem i t  o ffse t
paym ents,  e l ect  to  su rrender ce rta i n  ri gh ts,  dem onstra te  tha t  the re  i s no  d ra i nage  o f  the  sub j ect  resources,  o r o the rwi se  show tha t  a  Crown we l l  i s a l so
p roduci ng  f rom  the  o ffse t  zone .



T he  Bu l l e t i n  se rves as a  rem i nder tha t ,  i n  acco rdance  wi th  M i ne ra l  Ri gh ts In fo rm at i on  Le t te r 2000-06 ,  A l be rta  Energy wi l l  no t  advi se  o f  po ten t i a l  o ffse t
ob l i ga t i ons i n  PONs fo r Crown pe tro l eum  and  na tu ra l  gas (PNG) ri gh ts.  T hough  PONs wi l l  no t i fy po ten t i a l  b i dders o f  Crown-i m posed  restri ct i ons on  the
ab i l i ty to  fu l l y access o ffe red  PNG ri gh ts,  the  governm ent does no t  consi de r them  an  appropri a te  i nstrum en t to  se t  ou t  ob l i ga t i ons o the rwi se  en trenched
i n  the  l eg i sl a t i ve  f ram ework.  T he  Bu l l e t i n  con f i rm s tha t  the  p rocess com m un i ca ted  i n  In fo rm at i on  Le t te r 2000-06  i s st i l l  i n  p l ace ,  and  encourages
b i dders to  tho rough l y research  the  a rea  o ffe red  under a  PON fo r po ten t i a l  o ffse t  ob l i ga t i ons be fo re  com m i t t i ng  to  a  response .  

Final thoughts

Whi l e  the  recen t  changes to  the  OGCA and  Pi pe l i ne  Act wi l l  be  we l com e news to  som e i ndustry p ro fessi ona l s,  they m ay be  l i t t l e  com fo rt  i n  the
econom i c cond i t i ons caused  by COVID-19  and  the  OPEC-Russi a  p ri ce  war.  T he  suggest i on  undersco ri ng  B i l l  12  i s tha t  the  governm ent an t i ci pa tes a  ri se
i n  the  num ber o f  suspended  o r abandoned  o i l  and  gas p ro j ects i n  the  Provi nce ,  as com pan i es faci ng  i nso l vency m i gh t  need  to  abandon  associ a ted
l i ab i l i t i es.  However,  expand i ng  the  powers and  fund i ng  o f  the  AER and  Orphan  We l l  Associ a t i on  m ay p rove  an  e ffect i ve  m eans o f  ensuri ng  tha t
p roduci b l e  we l l s a re  kep t  on -stream  and  rem a i n  vi ab l e  un t i l  buye rs re tu rn  to  the  m arke t .  T he  l eg i sl a t i ve  changes ce rta i n l y resu l t  i n  a  m a j o r sh i f t  i n
m anda te  fo r the  Orphan  We l l  Associ a t i on ,  pa rt i cu l a rl y i f  the  AER i s si gna l i ng  tha t  i t  wi l l  assi st  wi th  pub l i c sa fe ty l i ab i l i t i es where  i t  i s wi l l i ng  to  take
over the  opera t i ons o f  we l l s o r p i pe l i nes.  T he  Orphan  We l l  Associ a t i on  websi te i nd i ca tes tha t  the re  a re  2789  o rphan  we l l s and  4113  o rphan  p i pe l i ne
segm ents across A l be rta ,  o f  wh i ch  3331  si tes a re  se t  fo r recl am at i on .  Crea t i ng  and  p ro tect i ng  j obs i n  o rde r to  opera te ,  m a i n ta i n ,  o r recl a i m  these
faci l i t i es can  on l y be  posi t i ve  i n  th i s cl i m a te .
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