
http://www.gov.ab.ca/env/protenf/landrec/index.html Page 1 of 2

July 2001 C&R/IL/01-8

Conservation and Reclamation
INFORMATION LETTER
Liability for Contamination on Upstream

Oil and Gas Sites
BACKGROUND

In February and March 1998, public
meetings were held at 10 locations
throughout Alberta.  The mandate of the
public meetings was to obtain input from
the public, oil and gas industry and gov-
ernment stakeholders on reclamation
criteria and the certification process for
wellsites.  Following the public meet-
ings, a Steering Committee reviewed the
comments and proposed future action.
In October 1999, the Ministers of Agri-
culture, Food and Rural Development
and Environment released the Steering
Committee’s final report, including rec-
ommendations to improve the certifica-
tion process.

This Information Letter was developed
from Recommendations 15 and 16. Rec-
ommendation 15 identified a need for the
government to provide the financial in-
stitutions with information on the regu-
latory framework for liability.  Recom-
mendation 16 suggested that financial
institutions should ensure their front-line
lenders are aware of the regulatory
framework for contaminant liability.

As noted in the October 1999 report, the
Steering Committee met with represen-
tatives of most of the major financial
institutions in Alberta. Lenders felt this
information would reduce their concern
about potential liability.

The following may answer some of the
common questions on financial implica-
tions of contamination and liability for
contamination cleanup.

The information is relevant only to
upstream oil and gas sites (e.g., well-
sites, oil production sites, pipelines,
batteries) that have some identified
contamination above acceptable envi-
ronmental standards or that demon-
strate adverse effects.  Acceptable envi-
ronmental standards include values de-
rived from a site specific risk assessment
or the following generic criteria:

� Draft Alberta Tier I Criteria for
Contaminated Soil Assessment and
Remediation (Alberta Environment
1994)

� Interim Canadian Environmental
Quality Criteria for Contaminated
Sites (Canadian Council of Minis-
ters of the Environment (CCME)
1991)

� Canadian Environmental Quality
Guidelines (CCME 1999)

� Canada-Wide Standards for Petro-
leum Hydrocarbons in Soil (CCME
2000)

QUESTIONS AND ANSWERS
What is the purpose of a lender’s envi-
ronmental questionnaire?

Environmental questionnaires have been
in use since 1993. An environmental
questionnaire helps lenders assess
whether there are any existing environ-
mental problems or potential risks that
affect land value at a specific location.

The questionnaire addresses all envi-
ronmental issues on a piece of land, not
just those related to oil and gas activities.
Depending on the financial institution,
the questionnaire may address intensive
agricultural practices, fuel storage, and
pesticide disposal in addition to the pres-
ence of industrial land uses such as well-
sites. Questions about a lender’s envi-
ronmental questionnaire should be di-
rected to the lender.

If contaminated land is used as collat-
eral on a loan, how will land value be
ascertained?

Appraisers will often identify the size of
the contaminated area and the land’s
ability to produce a crop or support
grazing.  If the land is unable to support
a crop, for example, revenue from the
land could decline, which could in turn,
decrease the value of the land provided
as collateral.

Who is responsible for the cost of reme-
diating and reclaiming a site?

The Environmental Protection and
Enhancement Act (s. 1(ss)) identifies a
number of people that may be deemed to
be a person responsible for
contamination cleanup due to an oil or
gas development or activity on the
property.  In practice, Alberta
Environment focuses on the owner of the
substance (s. 1(ss)(i)) or his successors
(s. 1(ss)(iii)).  The licensee of the
upstream oil and gas site is generally
deemed to be the owner of the substance.
The licensee is responsible even if a
reclamation certificate has been issued.
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When would a landowner or a lender
become liable for the cost of remediat-
ing a contaminated site?

Landowners and lenders are generally
not liable for the cost of remediating a
contaminated site.  Landowners and
lenders can become liable for contami-
nant remediation (along with the opera-
tor) if they assumed charge, management
or control of the substance.  This would
include activities conducted on the land
that increase the extent or impact of the
contamination.  The activities could in-
clude, but not be limited to, excavating
contaminated materials, removing tanks
or facilities, and any actions prohibited
under a risk management agreement
between landowner and operator.

When does a site with contamination
have to be cleaned up?

The Environmental Protection and En-
hancement Act (s. 101) states that as
soon as a person is aware or ought to
have become aware of a release, he/she
should take all reasonable measures to
repair, remedy and confine the effects of
the substance.  The substance should be
removed and the environment restored to
a condition that is satisfactory to the Di-
rector.

However, following generally accepted
industry practice, the time frame for up-
stream oil and gas site clean up depends
on whether the site is operating and
where the contamination is located.

If the site is operating, clean-up will take
place if the contamination is offsite or
beyond the lease boundaries, or if
groundwater is affected.  Onsite con-
tamination is not normally remediated
until the site stops operating.  However,
operators are encouraged to deal with
onsite contamination as it occurs to re-
duce long-term liability.

After the site has been abandoned ac-
cording to the Alberta Energy and Utili-
ties Board’s procedures, remediation
onsite and offsite should proceed.

CONTACTS
The following can be reached toll free by
calling 310-0000 and then dialing the
number shown below.

For Green Area public lands:
Alberta Sustainable Resource
Development
Public Lands Division
3rd Floor, 9915 - 108 Street,
EDMONTON, Alberta T5K 2G8.

Phone:  (780) 427-3570
Fax:  (780) 422-4251
e-mail  reclaim@env.gov.ab.ca

For White Area public lands:
Alberta Sustainable Resource
Development
Public Lands Division
Room 200, J. G. O'Donoghue Building
7000 - 113 Street
EDMONTON, Alberta T6H 5T6.

Phone:  (780) 427-6597
Fax:  (780) 422-4244
Website: www.gov.ab.ca/navigation/
sustain/publiclands/index.html

For all other lands:
Alberta Environment
Science and Standards Division
4th Floor, 9820-106 Street
EDMONTON, Alberta T5K 2J6

Phone:  (780) 427-5883
Fax:  (780) 422-4192
e-mail: land.management@gov.ab.ca


