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— The Inactive and Orphan O&G Well Problem 
▪ What is it? 
▪ How big is it? 
▪ How did we get here? 
▪ Where do we go from here? 

— The Oil Sands Tailings Pond Problem 
▪ What is it? 
▪ How big is it? 
▪ How did we get here? 
▪ Where do we go from here? 

— Q & A Period
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Overview



Take-Aways

▪ Environmental liabilities related to oil and gas activity in 
Alberta are estimated to be anywhere between $60 - $230 
billion dollars; 

▪ Oil and gas companies are legally responsible for these 
liabilities but have been required to set aside only a fraction 
of the anticipated costs; 

▪ Consequently, there is a real risk that a significant portion of 
these liabilities will be transferred to the public purse; 

▪ Albertans need and deserve a transparent assessment 
and accounting of the problem and a realistic plan for 
addressing it;
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The Inactive and Orphan Well Problem
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Terms & Definitions

▪ # Wells of oil & gas wells in AB: ~ 450,000 

▪ # Inactive wells (i.e., have not produced oil or gas, injected fluids, or disposed of 
waste for 6 or 12 months, depending on the type of well): estimates ~ 90,000 

▪ Suspended well: Company must notify AER and perform a series of procedures 
to ensure no risk to the public and environment per Directive 013: Suspension 
Requirements for Wells. Wells can remain suspended for an indefinite period. 

▪ Abandoned well: Permanently closed per Directive 020: Well Abandonment. 
Reclamation and remediation of surrounding land may follow (total # of inactive 
and not yet remediated wells ~ 145,000 per CD Howe). 

▪ Orphan well: can be in any state: inactive, suspended, abandoned, or even 
producing. A well is considered orphaned when a licensee becomes defunct 
without having properly abandoned the well and reclaimed the well site.
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https://www.aer.ca/regulating-development/rules-and-directives/directives/directive-013
https://www.aer.ca/regulating-development/rules-and-directives/directives/directive-013
http://aer.ca/regulating-development/rules-and-directives/directives/directive-020


What is the Problem cont’d
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C.D. Howe, “All’s Well that Ends Well: Addressing End-of-Life Liabilities for Oil and Gas Wells: 

https://www.cdhowe.org/public-policy-research/all%E2%80%99s-well-ends-well-addressing-end-life-liabilities-oil-and-gas-wells 		

https://www.cdhowe.org/public-policy-research/all%E2%80%99s-well-ends-well-addressing-end-life-liabilities-oil-and-gas-wells


What is the Problem cont’d
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Jeff Jones, Jeff Lewis, “Hustle in the Oil Patch” Globe and Mail:  
https://www.theglobeandmail.com/canada/article-hustle-in-the-oil-patch-inside-a-looming-financial-and-environmental/ 

https://www.theglobeandmail.com/canada/article-hustle-in-the-oil-patch-inside-a-looming-financial-and-environmental/


How Big is the Problem?
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Jeff Jones, Jeff Lewis, 
“Hustle in the Oil 

Patch” Globe and Mail:  
https://
www.theglobeandmail.
com/canada/article-
hustle-in-the-oil-patch-
inside-a-looming-
financial-and-
environmental/ 

Dachis, 
Schaffer, “All’s 
Well that Ends 
Well: 
Addressing 
End-of-Life 
Liabilities for Oil 
and Gas 
Wells” (C.D. 
Howe)

https://www.theglobeandmail.com/canada/article-hustle-in-the-oil-patch-inside-a-looming-financial-and-environmental/
https://www.theglobeandmail.com/canada/article-hustle-in-the-oil-patch-inside-a-looming-financial-and-environmental/
https://www.theglobeandmail.com/canada/article-hustle-in-the-oil-patch-inside-a-looming-financial-and-environmental/
https://www.theglobeandmail.com/canada/article-hustle-in-the-oil-patch-inside-a-looming-financial-and-environmental/
https://www.theglobeandmail.com/canada/article-hustle-in-the-oil-patch-inside-a-looming-financial-and-environmental/
https://www.theglobeandmail.com/canada/article-hustle-in-the-oil-patch-inside-a-looming-financial-and-environmental/
https://www.theglobeandmail.com/canada/article-hustle-in-the-oil-patch-inside-a-looming-financial-and-environmental/


How Big is the Problem?
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• At $60K/well (avg. decommissioning & reclamation (2019)) = $191 Million 

• OWA collected  $45 million in 2018, posted operating deficit of $54 million 

• Previous AB gov’t loaned $235 million, plus $30 million from fed for interest



How Did We Get Here?
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How Did We Get Here?

▪ Insufficient regulatory requirements? 
— AER’s Liability Management Regime under Oil and Gas Conservation 

Rules, Alta Reg 151/1971 
▪ Specified ratio of assets to liabilities, below which licensee must post 

security 
▪ Was 1, raised to 2, but also based on numerous assumptions that are 

problematic (C.D. Howe) 
▪ Poorly enforced (Jones and Lewis, Globe and Mail); 
▪ See contra Texas ! stronger bond requirements 

— No time limits on abandonment?  

▪ Other factors? 
— Corporate Structure of O&G industry 

▪ Limited liability encourages investment but does not incentivize 
abandonment and reclamation 

— Orphan Well Levy 
▪ Insufficient 

— Current (since 2014) low oil prices?
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http://www.canlii.org/en/ab/laws/regu/alta-reg-151-1971/latest/alta-reg-151-1971.html?resultIndex=1
http://www.canlii.org/en/ab/laws/regu/alta-reg-151-1971/latest/alta-reg-151-1971.html?resultIndex=1
http://www.canlii.org/en/ab/laws/regu/alta-reg-151-1971/latest/alta-reg-151-1971.html?resultIndex=1
http://www.canlii.org/en/ab/laws/regu/alta-reg-151-1971/latest/alta-reg-151-1971.html?resultIndex=1


How Did We Get Here?
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Where Do We Go From Here?

▪ Industry favors area-based closure (ABC) 
approach 
—Enables efficiencies 

▪ Stricter bonding requirements? 
▪ Time limits on suspended wells? 
▪ Increase orphan well levy? 
▪ ??
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The Oil Sands Tailings Pond Problem

14https://www.thestar.com/news/atkinsonseries/2015/09/04/tailings-ponds-a-toxic-legacy-of-albertas-oilsands.html 

https://www.thestar.com/news/atkinsonseries/2015/09/04/tailings-ponds-a-toxic-legacy-of-albertas-oilsands.html


What is the Problem

▪ 176 km2 or ~ 390,000 Olympic-sized swimming pools or 1.4 trillion L: 
— “…a number of organic and inorganic compounds resulting from the extraction process 

including naphthenic acids, phthalates, asphaltenes, benzene, phenols, cresols, humic and 
fulvic acids, and toluene… The most significant constituents of concern are the naphthenic 
acids and the salinity (CEMA, 2014)” CCA Panel Report (2015)
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How Big is the Problem?
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Source: Pembina: https://www.pembina.org/blog/tailings-ponds-worst-yet-come 

https://www.pembina.org/blog/tailings-ponds-worst-yet-come
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Source: Pembina: https://www.pembina.org/blog/fifty-years-of-oilsands-equals-only-0-1-of-land-reclaimed 	

https://www.pembina.org/blog/fifty-years-of-oilsands-equals-only-0-1-of-land-reclaimed


How Did We Get Here?

19



How Did We Get Here?
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▪ A regulatory system, including EA, that has 
punted the identification of effective mitigation 
measures far into the future; 
—When oil sands projects have been assessed, review 

panels have accepted vague assurances that 
proponents will apply  “adaptive management” until 
effective mitigation is found 

▪ As with oil and gas wells, insufficient financial 
incentives to innovate as a result of Mine 
Financial Security Program (MFSP) design



How Did We Get Here?

Project EIS or Joint Review Panel Report
1. Fort Hills 
(True  North) 
(2001 
application)

Page 7-79: Project Effect at Post-Closure (EIS) 
The project reclamation water bodies are likely to support viable aquatic ecosystems. However, 
there are several issues with regard to end pit lakes and reclamation wetlands that require further 
evaluation. It is, however, recognized the EPLs can be designed and operated to achieve various 
end uses and the industry is committed to realizing this goal through adaptive management.  

2. Shell 
Jackpine 
(2004) 

In areas such as … EPLs and the compensation lake, the panel recognizes that a number of 
uncertainties exist. However, the panel fids that with current regulatory processes and the efforts 
of regulators and CEMA to develop leading edge environmental objectives and management 
systems, the uncertainties are manageable and acceptable. The panel does not believe that 
decisions regarding the project should be deferred. The panel believes that regulatory 
requirements, adaptive management processes, monitoring and mitigations measures, and 
implementation of the panels recommendations provide sufficient protection for the environment. 

3. Imperial 
Oil’s Kear Oil 
Sands Project 
(2007 
application)

7 ALTERNATIVE MEANS OF CARRYING OUT THE PROJECT (JRP) 
Imperial Oil identified mitigation options and contingencies that could be applied to the EPLs to 
ensure that by the time discharges took place, the water would be of acceptable quality. Imperial 
Oil stated that these might include water treatment and that the pit lake system would be part of a 
remediation adaptive management program. Imperial Oil stated that it would demonstrate that it 
was meeting objectives in test pits. It maintained that adequate time existed to progressively apply 
and in corporate key findings from ongoing research and modelling to resolve uncertainties before 
and after the first pit lakes were completed.  
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How Did We Get Here?

Base Mine Lake: 
▪ Only current (since 

2014) commercial 
scale attempt to 
demonstrate viability of 
water capping
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Toronto	Star:	https://www.thestar.com/news/investigations/2018/11/23/oilsands-waste-is-collected-in-sprawling-

toxic-ponds-to-clean-them-up-oil-companies-plan-to-pour-water-on-them.html	

https://www.syncrude.ca/environment/tailings-management/tailings-reclamation/ 

https://www.thestar.com/news/investigations/2018/11/23/oilsands-waste-is-collected-in-sprawling-toxic-ponds-to-clean-them-up-oil-companies-plan-to-pour-water-on-them.html
https://www.thestar.com/news/investigations/2018/11/23/oilsands-waste-is-collected-in-sprawling-toxic-ponds-to-clean-them-up-oil-companies-plan-to-pour-water-on-them.html
https://www.syncrude.ca/environment/tailings-management/tailings-reclamation/


How Did We Get Here?
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How Did We Get Here?

▪ Directive 074: Tailings Performance Criteria & Requirements 
for Oil Sands Mining Schemes 

— Introduced in 2008, suspended in 2015 and replaced by Directive 085 
due to compliance difficulties; 

— Prohibited long term storage of FFT [Fine Fluid Tailings] and required 
operators to reclaim fines as they progress the mine plan. Required 
capture of all new FFT within 1 year of deposition and fully reclaim the 
area in 5 years. 

▪ Directive 085: Fluid Tailings Management for Oil Sands 
Mining Projects  

— Developed pursuant to the Lower Athabasca Regional Plan 
— Requires operators to submit Tailings Management Plans (TMPs) 
— Tailings must be “ready to be reclaimed” w/in 10 years of mine closure 
— AER has begun to require alternative measures should water capping 

prove unsuccessful (e.g. Syncrude approval for MLX);
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How Did We Get Here?
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How Did We Get Here?
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How Did We Get Here?
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MFSP Security & Liability, in $Billions
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MFSP security MFSP liability

• MFSP requires only 
“base security deposit” 
assuming asset to 
liability ratio > 3.0 

• “Operating life deposit” 
required when mine 
enters remaining 15 
years 

  
• Auditor General’s 2015 

Report: “In the event 
that a mine operator 
cannot fulfill its 
reclamation obligations, 
and no other private 
operator assumes the 
liability, the province 
may have to pay a 
potentially substantial 
cost for this work…”



How Did We Get Here?
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How Did We Get Here?
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https://www.thestar.com/news/investigations/2018/11/01/what-would-it-cost-to-
clean-up-albertas-oilpatch-260-billion-a-top-official-warns.html 

https://www.thestar.com/news/investigations/2018/11/01/what-would-it-cost-to-clean-up-albertas-oilpatch-260-billion-a-top-official-warns.html
https://www.thestar.com/news/investigations/2018/11/01/what-would-it-cost-to-clean-up-albertas-oilpatch-260-billion-a-top-official-warns.html


Where	Do	We	Go	From	Here?
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Questions & Comments 

Thank you!
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