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Notice 
 

The guidelines outlined in this document are based on the following legislation: 
 

• the Mines and Minerals Act, RSA 2000, c. M-17 (the Act), 
• the Oil Sands Tenure Regulation, 2020, AR 92/2020, and  
• the Mines and Minerals Administration Regulation, AR 262/97. 

 
The Act, these regulations, and these guidelines are subject to regular review by Alberta 
Energy. Any of them may be amended at any time, with or without notice.   
  
This version of the guidelines reflects the policies and procedures of the Alberta 
Department of Energy as of December 1, 2020. 

 
These guidelines are produced only for the convenience of readers. They provide a general 
understanding of both oil sands tenure legislation and the operating procedures of the 
Alberta Department of Energy.  

  
• These guidelines have no legislative authority. 
• Should the guidelines conflict with the Act, the Oil Sands Tenure Regulation, 

2020, the Mines and Minerals Administration Regulation, or any associated 
regulations, the Act and the aforementioned regulations shall prevail.   
 

The Act and the Regulations 
 

Copies of the Act and the aforementioned regulations are available through the Queen’s 
Printer.  
 
In person: 
 
Main Floor 
Park Plaza 
10611 98 Avenue, NW 
Edmonton, Alberta T5K 2P7 
Canada 
Phone:      +1-780-427-4952 
Fax:          +1-780-452-0668 
  
Website:   www.qp.alberta.ca 
E-mail:   qp@gov.ab.ca   

 
         Online copies may be downloaded from the Queen’s Printer’s website at www.qp.alberta.ca 
         For further information, or inquiries regarding the guidelines, please contact Alberta Energy. 
 
 

 

http://www.qp.alberta.ca/
http://www.qp.alberta.ca/
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About this Document 
 
These guidelines are designed to:  
 

• help lessees and developers understand their oil sands tenure entitlements and 
obligations, and  

• interpret relevant energy legislation. 
    
Conventions used in these guidelines:   
 

• Minister refers to the Minister of Energy for the Province of Alberta.  
• Under section 9(1) of the Government Organization Act, the Minister may, in writing, 

delegate any power, duty, or function imposed on him/her by the Act or regulations to 
Alberta Energy staff.  

• Crown refers to the Crown in right of Alberta. 
• AER refers to the Alberta Energy Regulator, whose role is to provide safe, efficient, 

orderly, and environmentally responsible development of energy resources in the 
province. 

 
 

 
       
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Alberta Oil Sands Tenure Guidelines                   December 2020 

7 
 

Classification: Public 

Chapter 1. Acquiring Oil Sands Rights 
 
Disposition 
 

The assignment of mineral rights from one party to another is referred to as disposition.  
The term undisposed refers to rights that have not been assigned.   
 
The Mines and Minerals Act defines a disposition as a grant, a transfer, or an agreement. 
Crown-owned oil sands rights are disposed by means of agreements. 

 
Leases are the only type of agreement issued under the Oil Sands Tenure Regulation, 
2020. 

 
The Oil Sands Tenure Regulation, 2020 removes permits as a type of agreement. Existing 
permits, issued under the Oil Sands Tenure Regulation, 2010, will be honoured until they 
expire, until they are converted into an oil sands lease upon application to the Minister, or 
until they are surrendered.  

 
Several pieces of legislation outline the authority to issue agreements, specify the way an 
agreement’s rights are described and conveyed, and provide details on procedures to be 
followed.  

 
       Some of the relevant legislation regarding disposition are: 
 
The Mines and Minerals Act provides authority for Alberta Energy to issue and to 
administer agreements. 
 
       Agreements can be issued:  

• on application, if the Minister considers the issuance of the agreement warranted  
(dispositions of this type are referred to as direct purchases),    

• by sale through public tender, conducted in a manner determined by the Minister, or 
• pursuant to any other procedure determined by the Minister.   

 
The Oil Sands Tenure Regulation, 2020 articulates the form of oil sands 
agreements as well as expectations for agreement holders. 
 
 Oil sands agreements convey the exclusive right to “drill for, win, work, recover and 
 remove” oil sands that are owned by the Crown in right of Alberta, according to terms 
 and conditions stipulated in the agreement. 
 
The Mines and Minerals Administration Regulation articulates specific 
administrative processes and powers relating to agreements. 
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Public Offerings – Sales 
 

The public offering process for oil sands is the same as for petroleum and natural gas.  
  
The majority of oil sands agreements are issued through public offerings conducted by 
Alberta Energy. Public offerings are also referred to as sales or land sales.  
  
Although “sale” or “land sale” is used by tradition, it is a misnomer. The Crown always 
retains title to its minerals. What is offered is the right to work, win and recover the minerals 
associated with particular lands and stratigraphically defined intervals for a set term. Oil 
sands rights are leased, not sold, at a public offering, to the highest bidder.  
 
There is no guarantee that a bidder who obtains oil sands agreements at a public offering 
will qualify for a surface lease that allows access to the minerals. 
 
Oil sands “sales” are conducted at scheduled times throughout the year. Oil sands sales 
follow the same schedule as sales of petroleum and natural gas rights.   

 
For more information on how to subscribe to energy mail lists, please visit Alberta Energy 
web page. Information letters and schedules of public offerings may also be accessed 
through the Alberta Energy website  
  
Sales of oil sands rights are initiated by posting requests submitted to Alberta Energy. If no 
rights have been requested, no sale of oil sands rights will take place.   
  
Oil sands parcels made available for public tender are advertised eight weeks in 
advance of a sale.   

 

The Process 
 
Requesting a Posting 
 

Companies or individuals that wish to acquire undisposed oil sands rights, initiate this 
process by requesting a posting for a specific sale date. The request must be submitted 
electronically through the Electronic Transfer System (ETS). The requestor needs an 
authorized ETS account, with access to the posting request service.    

 
Companies or individuals that request postings are expected to bid on the parcels that are 
requested when those rights are made available at a public offering. If a parcel is not sold, 
the requestor of the parcel will be charged a penalty of $625, plus GST. If multiple parcels 
are not sold, this penalty will be levied for each unsold parcel.    

 
Acceptance and Processing 
 

Once a posting request has been received, Alberta Energy processes the requested rights. 
After processing is complete, the requestor is notified by an interim posting regarding the 
availability of the rights and current surface restrictions. The available requested rights are 
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forwarded to other ministries to capture relevant concerns and considerations through an 
established process.   
 
This process: 

• reviews the land,  
• identifies and advises Alberta Energy of any potential surface access restrictions 

resulting from policy, legislation, or legal mandate.  
 
Once this review is complete, the requestor is advised about any additional restrictions and 
contacts.  
 

Parcel: a Definition 
 
      The term parcel encompasses two elements:  

• the lands to which these rights pertain, and   
• oil sands mineral rights.   

 
A parcel is the configuration of lands that define the physical location of oil sands, for which 
rights have been requested by public offering, or private sale. 
 

        The lands are identified by means of: 
• a legal description (section, township, range, and meridian), which locates the 

relevant surface locations, and   
• a stratigraphic description of the oil sands zones for mineral rights administration 

purposes.   
 
Public Offering Notice 

 
A public offering notice is published eight weeks prior to a sale date.  
 
The notice:   

• provides instructions for submitting bids; 
• sets out the terms and conditions under which the parcels are offered;  
• specifies the time and date of the sale;  
• lists and describes the parcels being offered: specifies the parcel number, the total 

area covered by the parcel, the legal description of the lands, and a description of 
the oil sands rights being offered; 

• includes relevant appendices outlining any surface restrictions which apply to 
individual parcels; and  

• lists all relevant Zone Designations (ZD) and Deeper Rights Reversion Zone 
Designations (DRRZD). 

 
       
 
 
 
 



Alberta Oil Sands Tenure Guidelines                   December 2020 

10 
 

Classification: Public 

 
 
The Posting Cycle  

 
 
 

The posting cycle for a public offering normally takes 17 weeks. 
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Bidding Requirements 
 

Companies or individuals that wish to bid on oil sands parcels posted by way of a public 
offering notice must do so electronically through ETS. The bidder needs an authorized ETS 
account with access to the bidding service and must be an active tenure client. All 
paperwork to allow for an electronic funds transfer (EFT) must be complete before any bids 
will be considered.   

 
Bid Request 
 

A bid request consists of a bid on one or more parcels; both petroleum and natural gas and 
oil sands parcels may be in the same bid request. Bids on parcels from different sales 
dates are not allowed. Alberta Energy’s copy of the bid request submitted is the official 
record of the bid. Before submitting your bid, you are encouraged to read the terms, 
conditions, and sales procedures. 
 
The total bid includes the bonus, the amount of $35 per hectare, or $50.00 whichever is 
greater, and a fee of $625.00. A bid of less than $35 per hectare for an oil sands lease will 
not be considered.  

 
          Alberta Energy reserves the right to reject any bid. 

• If the same bidder submits more than one bid for the same parcel, Alberta Energy 
reserves the right to accept the highest bid.  

• If there are two bids with the same highest offer, they will be processed as tie bids 
and the bidders will be contacted by telephone and given a set time to re-bid.  
 

Payment 
 

The only form of payment acceptable for winning bids is EFT. EFT authorizations are 
arranged through Alberta Energy.   
 
Debits are made on the sale day, beginning as soon as the sale is completed, and are 
reflected in the company’s account the following day. Some debits may take longer 
depending on the bank.  
  
The bidder is responsible for having sufficient funds in the bank on sale day to cover all 
bids. If an EFT transaction fails due to insufficient funds, the bidder will be contacted and 
an interest payment of three percent will be charged for all parcels awarded. The parcel/s 
may also be awarded to the next highest bidder, or withdrawn by Alberta Energy. If the 
situation occurs more than once, Alberta Energy reserves the right to refuse future bids 
and/or posting requests by that company, or individual.    

 Timelines 
 

Bids can be created and submitted as soon as the public offering notice of available oil 
sands rights are published. At noon on the date of the sale, the sale is closed. Any bid 
request not submitted before that time will not be considered for the sale. Alberta Energy’s 
time will be considered the official time. The time clock is available for viewing on the 
bidding request screen.  
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Sales Results 
 

Oil sands agreements are awarded to the highest bidder.  
 
Accepted offers information will be available on the sale day, in the afternoon, on the 
Alberta Energy website. The name of the successful bidder and the bonus amount paid for 
each parcel will be announced.  
  
Information about unsuccessful bids is not published.  
  
Electronic copies of the sales results are distributed to Alberta Energy’s list of subscribers.  

 
On occasion, Alberta Energy may require additional time to process a sale and this may 
delay publishing the results. Should this happen, Alberta Energy may inform parties via our 
website, via electronic mailing lists, or by other appropriate forms of communication.   

 
Agreements are issued to successful bidders electronically through ETS, within two weeks   
of a sale date. Only the designated representative retrieve the agreement document.  Any 
bidder who wishes to become an agreement holder, must have an authorized ETS account. 
For more information, please visit ETS Support and Online learning page. 

 

Direct Purchases of Crown Rights 
 
Direct Purchase of Portions 
 

To facilitate the acquisition of lands in a drilling spacing unit by a company, or an individual, 
the Crown may lease its portion of the lands through a direct purchase, if the applicant 
meets the requirements outlined below:  
 

• The Crown rights comprise less than 50 per cent of the smallest applicable spacing 
unit in the lands applied for (i.e., less than 50 per cent of an oil spacing unit or a 
smaller spacing unit established by the AER). Where Crown rights exceed this limit, 
the normal process for Public Offerings should be used.  

• The application is supported by a statutory declaration stating that the party holds 
ownership of, or control over, the oil sands in the non-Crown-in-right-of-Alberta 
portion of the spacing unit. This control may occur by virtue of being the owner of a 
percentage of undivided interest in the oil sands, or being the holder of a 
percentage of undivided interest in the oil sands under a valid and subsisting 
freehold lease. 

• The minimum acceptable bonus is $500 per hectare or $2,000, whichever is 
greater, and is non-negotiable. Alberta Energy reserves the right to adjust the 
minimum bonus periodically, to reflect market trends.  

• The first year’s annual rental, plus the lease issuance fee, is also payable.  
• An applicant who does not wish to purchase the portion of rights on the above 

terms, has the option of posting the parcel through the public offering process.  
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Drilling Spacing Units: A Definition 

 
Drilling spacing units are established by the AER.   

• They specify the spacing of wells drilled into individual reservoirs for producing oil, gas, 
or oil sands products.  

• The standard spacing unit for oil and oil sands is one well per quarter section.  
• These spacings can differ from the standard. 

 
Direct Purchases of Complementing Rights  
 

To facilitate common ownership of oil sands rights and natural gas rights, the Crown may 
lease the oil sands rights to the petroleum and natural gas agreement holder by direct 
purchase, if the applicant meets the requirements outlined below:  
 

• The requested oil sands rights must be located in the same zone as the petroleum 
and natural gas rights for which the applicant holds an agreement.  

• Alberta Energy determines the term for which oil sands rights are granted. At 
Alberta Energy’s discretion, rights are assigned as follows:   

o A primary term petroleum and natural gas agreement is complemented by a 
15-year oil sands primary lease; 

o A continued petroleum and natural gas agreement is complemented by a 15-
year oil sands primary lease.  

• The oil sands rights are granted by means of a separate agreement. They are not 
consolidated with the applicant’s petroleum and natural gas agreement. Agreements 
granted through direct purchases are subject to the same terms, conditions, and 
rules that apply to agreements granted through the public offering process.  

• The bonus price per hectare for an oil sands parcel, will be an amount that is 125 
per cent of the average price per hectare of the amounts received from oil sands 
rights sales (excluding sales in the surface mineable area), occurring in the six 
months prior to the month in which Alberta Energy received the direct purchase 
application. This excludes the bonus received and hectares leased on Métis 
Settlement lands.  

• The first year’s rental, plus the agreement issuance fee, is also payable.  
• The direct purchase price calculated by Alberta Energy is not negotiable.  

 
The Process 
 
Applying for a Direct Purchase 
 

Only one parcel per request can be entered for direct purchase. The request must be 
submitted electronically, through ETS. 
  
Alberta Energy will review each application received and the purchase price will be added 
to the requestor’s posting request on ETS. An email will be sent to the creator of the 
posting request, advising them of the update. Acceptance or rejection of the purchase price 
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is required before further processing. Should a company choose to reject a purchase price, 
then post the lands in a public sale, the parcel will be placed into the next available sale.  

 
Acceptance and Processing 
 
      Once the requester has accepted the price, the applicant must pay:   

• a $625 issuance fee,    
• rental for the first year of the agreement, calculated at the rate of $3.50 per hectare 

or a minimum amount of $50, and   
• the bonus. 
  

        The Crown receives a bonus regardless of whether rights are sold directly, or at a public   
       offering.   

 
Payment 
 

The only form of payment acceptable for direct purchase is EFT. EFT authorizations are 
arranged through Alberta Energy. Debits are made on the sale day, beginning as soon as 
the sale is completed, and will be reflected in the company’s account the following day.  
Some debits may take longer, depending on the bank. 
  
The applicant is responsible for having sufficient funds in the bank. If an EFT transaction 
fails due to insufficient funds, the applicant will be contacted and an interest payment of 
three percent will be charged, or the application may be cancelled.  

 
Transfer of Ownership in Oil Sands Agreements  
 

The Act allows the ownership of existing oil sands agreements to be transferred between 
parties.   
 
The following information applies to transfers, which are registered under the  
Mines and Minerals Act and the Mines and Minerals Administration Regulation.  

 
The Process Requesting a Transfer 
 

Companies or individuals that wish to transfer their oil sands agreements, must apply to 
Alberta Energy. The transfer must be submitted electronically through ETS. The requestor 
needs an authorized ETS account.  The receiving party must also have an authorized ETS 
account. For more information, please visit the ETS Support and Online Learning page. 

 
Requesting a Partial Transfer      
 

Alberta Energy accepts manual submissions when only a part of the location contained in 
the agreement is being transferred, or when special circumstances warrant it.   
  
Transfer of ownership must be completed and submitted in duplicate.  
 
The transfer form must be accompanied by:   

• a Transfer Transmittal Letter, 
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• execution documents related to the transfer agreement, as applicable, and  
• the registration fee of $625. 

 
Trespass and Compensation  
 
Mines and Minerals Act 
 

Trespass occurs when undisposed Crown minerals are worked, or recovered without 
authorization under the Act. The Crown has developed a series of policies, procedures and 
penalties to address this situation.    
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Chapter 2. Oil Sands Agreements 
 
Lease Agreements 
 

Crown-owned oil sands rights are disposed by means of lease agreements.  
 
A lease agreement may be:  

• primary, or  
• continued. 

 
Primary leases are issued for a term of 15 years. In most cases, primary leases are 
acquired through the public offering process or direct purchase. In the case of permits 
issued under the Oil Sands Tenure Regulation, 2010, permits will be converted into leases 
upon application and will follow the lease selection process.   
 

• Permit holders must apply for primary leases by way of lease selection.  
• Primary leaseholders apply for lease continuation.   

 
Criteria used during lease continuation are specified in section 9 of the Oil Sands Tenure 
Regulation, 2020. Leases which are not applied for, and which are not eligible under any of 
the provisions in section 9, will not be continued. 
 
The designation of a continued lease can be: 

• producing, or  
• non-producing. 

 
Designation of a continued lease depends on whether the minimum level of production, 
outlined in section 10 of the Oil Sands Tenure Regulation, 2020, has been reached. The 
minimum level of production is established by the Minister, and is currently set at 2,400 m3 
of bitumen per section, per year (roughly 40 barrels per section, or 10 barrels per quarter 
section, per day).  
  

Permits 
 

Effective December 1, 2020, permits will no longer be issued. Existing permits will be 
honoured. No evaluation work is required for lands held under these existing permits to be 
considered for lease selection under the Oil Sands Tenure Regulation, 2020. Prior to 
expiry, existing permit holders may apply in writing for lease selection at the end of their 
permit terms. Criteria relating to the application for leases issued out of permits are found in 
section 7 of the Oil Sands Tenure Regulation, 2020.    

 
Annual Rent       

 
Annual rent is payable on all oil sands agreements. Rent is calculated at the rate of $3.50 
per hectare, or a minimum amount of $50.  
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The initial annual rent payment for an oil sands agreement is due when the agreement is 
first acquired.  

• When an agreement is acquired through the public offering process, the annual rent 
payment must accompany the bid.  

• When an agreement is acquired by direct purchase, the annual rent payment, the 
bonus, and the issuance fee must be paid at the same time, prior to the issuance of 
the agreement.  

  
Subsequent annual rent payments are due on, or before the anniversary date of the 
agreement.  
 
The agreement is considered to be in default if the rent is not paid by the day following the 
monthly statement due date.  
 

Designated Representative 
 

A designated representative must be appointed where an agreement is held by more than 
one party. It can refer to the person designated as the representative of the agreement 
lessee(s), according to the notice of the designation given to the Minister and it can be one 
of the lessees, or it can be any other person. A sole lessee may serve as its own 
designated representative, or it may appoint an agent to act on its behalf. 

 
The designated representative for an oil sands agreement is responsible for:  

• retrieving the agreement document electronically from the ETS system,   
• ensuring the payment of the annual rent and escalating rent, when applicable,  
• addressing any administrative defaults in connection with the agreement,  
• applications for continuation, and  
• applications to designate the lease in producing status, or in non-producing status.  

 
Administration of Oil Sands Agreements 
 
Applying for Lease Continuation 
 

An agreement holder may apply in writing to continue a primary lease. The designated 
representative must make the application. If the applicant is not the designated 
representative, a letter of authorization must accompany the application, the same having 
been signed by the designated representative.  
  
Applications for continuation must be received at either the Edmonton, or the Calgary 
offices of Alberta Energy on, or before the expiry date of the original agreement.   
 
If no application is received, then the primary lease will expire and the lands will be 
returned to the Crown. 
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The letter of application must:  

• Identify the lease number and the land or lands for which continuation is requested.  
Lessees may apply for continuation of all, or a portion of their lease holdings. Land 
identification is required only when the application deals with a portion, not all of the 
lease holding.    

• Provide technical data to support the minimum level of production determination if 
producing status is requested. 

• Be accompanied by the annual rent payment of $3.50 per hectare. 
 

There is no issuance fee associated with lease continuation.  
 
A separate application must be made for each individual lease for which continuation is 
requested.  
 
Please be aware that Alberta Energy will not contact lessees reminding them of upcoming 
agreement expiries. 

 
The Review Process for Lease Continuation 
 

Alberta Energy reviews applications and supplemental information to assess continuations. 
Once a lease has been approved for continuation, Alberta Energy sends a confirmation 
letter to the applicant.  
 
The letter identifies:  

• the conditions of approval for the lease, and   
• the lease status: producing, or non-producing (non-producing leases are subject to 

escalating rent).   
 
Once continuation has been granted, the term of the lease is indefinite as long as the 
conditions of approval and the requirements of the Oil Sands Tenure Regulation, 2020 
have been satisfied.  
  
For more information on designating a lease as producing, or non-producing and about 
changing the designation of a lease, please see Chapter 3. 

 
Applying for Lease Selection Issued out of Permit 
 

Alberta Energy reviews applications for lease selection:  
• If lease selection is approved, then the applicant is notified and a lease agreement 

is issued.   
• If lease selection is not approved, then Alberta Energy notifies the applicant in 

writing. The applicant has 30 days from the notification letter to appeal this decision, 
if it does not agree with Alberta Energy's assessment.   

  
If no application is received, then the permit will expire and the lands will be returned to the 
Crown.   
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Consolidation 
 

When a lessee has more than one oil sands agreement, they may request that Alberta 
Energy consolidate them into one. Consolidation is subject to certain conditions: 

• Consolidation can be considered only if the participants/participating interest in the 
leases are the same.  

• The consolidation process involves amending the agreement that has the earliest 
applicable term commencement date. The new agreement includes the same terms 
and conditions as the “parent” agreement.  

 
Merging Lease A and Lease B into a single agreement is an example of consolidation. 
This can only occur if the same lessees hold both of the original agreements (Lease A and 
Lease B).   
 

Example:  
Lease A and Lease B are consolidated. Lease A has a term commencement date of 
October 14, 2021, while Lease B has a term commencement date of January 30, 
2023. Since Lease A has the earlier term commencement date, Lease B would be 
consolidated into Lease A and is subject to the terms and conditions of Lease A.  

 
Alberta Energy reviews all requests to consolidate leases. It ensures that the proposed 
consolidation will not affect the escalating rent which would be payable to the Crown if the 
leases remained separate. Approval is granted only when consolidation will lead to further 
oil sands production than would result from if the leases remained separate.   
  
Alberta Energy does not allow consolidation for the purpose of avoiding escalating rent 
payments. 

 
Dividing an Agreement 
 

Sometimes a lessee that has one oil sands agreement may consider dividing it into two, or 
more agreements. 

 
The process to divide an agreement involves splitting an existing agreement into two, or 
more agreements. The new agreements will include the same terms and conditions as the 
“parent” agreement.  
  
Taking Lease A and divide it into Lease B and Lease C, or more, is an example of dividing 
the lease agreement.  
 

Example:  
Lease A is divided into Lease B and Lease C. Lease A has a term commencement 
date of October 14, 2021. Both, Lease B and Lease C would therefore have the 
same commencement date as Lease A. 

 
Alberta Energy reviews all requests to divide a lease. It ensures that the proposed division 
will not affect escalating rent which would be payable to the Crown, or any other condition 
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the Crown has put in place as if the leases remained under the same lease agreement.  
Further, approval is granted only when dividing would lead to further oil sands production.   
Lessees that wish to divide their lease, must provide evidence that division will result in 
more oil sands production than if the leases that would result from such division, were to 
remain in a single lease agreement.  

 
Alberta Energy does not allow agreements to be divided for the purposes of avoiding 
escalating rent payments. 
 
If the application is granted, a $625 fee is charged for the issuance of the new lease. 

 
Surrendering an Agreement 
 

An oil sands agreement may be surrendered at any time. 
  
The designated representative may surrender their agreement by notifying Alberta Energy.  
The notification must be made on the appropriate surrender form offered for use by Alberta 
Energy.   
  
If an agreement is surrendered prior to its anniversary date, rental payments are not 
refunded.  
 

Cancellation   
The Minister may cancel oil sands agreements.  

 
Cancellation may occur if: 

• the agreement conditions have been breached, or  
• the agreement holder has not responded to notices, or has failed to comply with the 

Act, or with related regulations.  
  
Upon cancellation, a notice of cancellation is provided to the lessee.  
 
If an agreement is cancelled, Alberta Energy advises the AER that the holder has no right 
to produce from any active wells located on lands covered by the agreement. This also 
applies to surrendered agreements. 

 
Alberta Energy's Crown Equity group monitors wells on lands included in cancelled 
agreements to ensure that unauthorized production does not occur.  

 
Reinstatement 
 

The Act allows for the reinstatement of an agreement which has been surrendered, or 
cancelled. The former agreement holder, or the designated representative must apply to 
Alberta Energy and it must satisfy the criteria set out in the Act. An application to reinstate 
the agreement must be made within 60 days of the date of the notice of cancellation.  
  

       As of the date of publication, the fee to reinstate an oil sands agreement is $5,000.  
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Chapter 3. Assessing Production 
 
Continued Leases 
 

When a lease is continued, it is designated as:   
• producing, or  
• non-producing.  

  
Non-producing continued leases are subject to escalating rent. For more information on 
escalating rent, please see Chapter 4. 

 
Minimum Levels of Production 
 

A producing lease is one that has been found to meet the minimum level of production 
(MLP) established by the Minister. The regulation takes an all or nothing approach to this 
status: there is no provision to designate part of a continued lease as producing and part as 
non-producing. A lease is either producing or it is non-producing. This reduces the 
administrative burden for both industry and Alberta Energy.   
 
The current required MLP is 2,400 m3 of bitumen per section, per term year (roughly 40 
barrels per section, or 10 barrels per quarter section, per day) on average. For oil sands 
agreements, this level is applied according to the actual area held under lease. 
  
MLP is calculated as an average over the entire lease, not on a section-by-section basis. 
Nevertheless, as shown in Figure 2 and Figure 3 below, the calculation considers all of the 
sections included in a lease.   
  
For the determination for a primary lease at the time of continuation, MLP is calculated as 
the average production in the final 12 months of the lease term. For a continued lease, the 
MLP is calculated as the average production in a term year.  
  
The MLP requirement is the same for all leases, regardless of the type of recovery.   

 
The figures on the following page are the examples to be used for your reference. 
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               Figure 2.  
 
This lease includes 9.25 sections. The MLP requirement is 2,400 m3 per section. This means that 
MLP is achieved if production from the lease meets or exceeds 22,200 m3 per year (9.25 x 2,400)—
even though all the production is coming from a single well producing at a rate of 1,850 m3 per month, 
with cumulative production of 22, 200m3 in a year.  
 
 

                                                 
 
 

                Figure 3.  
 
Although this 9.25-section lease has a producing well on nearly every section, MLP is only achieved 
if the total production from the lease meets or exceeds 22,200 m3 per year—that is, 9.25 x the required 
minimum of 2,400 m3 per section. Even though production from some wells might exceed this 
minimum, the MLP calculation is based on the lease as a whole. For example, if three wells each 
produced 2,400 m3 per year and six wells each produced at 2,000 m3 per year, total production for the 
lease would be 19,200 m3. This is not enough to satisfy the MLP requirement.   
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Production Criteria 
 

MLP is the only criteria used to determine the producing status of a lease.   
 

Where the producing portions of wells cross boundaries between leases, the production is 
pro-rated according to the producing interval. Information supporting this determination can 
be supplied by the designated representative, or from publicly-available sources. 
 
The following measures are not accepted for determination of producing status:   

• recoverable reserves or functions of recoverable reserves,   
• royalty payment,  
• assessments of sales versus operating costs, or   
• AER approved schemes.   

 
Changing a Lease Designation 
 
Producing to Non-Producing 
 

The Minister designates a continued lease as producing or non-producing. A producing 
lease may be re-designated as non-producing if it has produced below the required MLP 
in each of three successive term years.  

  
Lessees are notified if Alberta Energy has reason to question the producing status of a 
lease. If producing status no longer applies, Alberta Energy issues a notice advising that 
the lease status will be changed to non-producing.   

  
Lessees may respond to a change-of-status notice in three ways:  
• they may submit information that demonstrates MLP is being met,   
• they may surrender their lease, or portions thereof, or    
• they may choose to accept the change in designation and begin to pay escalating 

rent according to the prescribed schedule.   
 

The change from producing to non-producing status takes effect on the term date of a 
lease. The entire lease is subject to escalating rent as of this date.  

 
Example:  
A primary lease is continued as producing on October 14, 2021. For each of the 
next three years (2021–2022, 2022–2023, 2023–2024), the lease does not produce 
at the required MLP. Alberta Energy issues a notice of non-producing status on 
November 4, 2024. The change is effective as of October 14, 2024. 
 
Escalating rent is payable for the term year October 14, 2024 to October 14, 2025.  
Escalating rent is payable every subsequent year until such time as the lease is re-
designated as producing.   
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Non-Producing to Producing 
 

Lessees may apply to have the designation of their lease changed from non-producing to 
producing status. It is the responsibility of the lessees to inform Alberta Energy, if they feel 
that producing status should be changed.   
  
Requests to designate a non-producing lease as producing must be supported by data that 
verifies production. Alberta Energy staff will use the Petrinex system to confirm if production 
levels meet the required MLP.   
  
If MLP was met, or was exceeded for the preceding term year, Alberta Energy will 
designate the non-producing lease as producing. The newly-assigned producing status 
takes effect on the next term anniversary date. Escalating rent applies until the current term 
year is complete.  

 
Example:  
If a continued producing lease does not produce the required MLP for three 
consecutive years, Alberta Energy classifies the lease as non-producing as of its 
term anniversary date October 14, 2024. In 2026, production levels exceed the 
required MLP and the lessee applies to have the non-producing lease changed to 
producing. The change is approved by the Minister and takes effect on the next 
term anniversary date, October 14, 2027. Escalating rent does not have to be paid 
for the term year October 14, 2027 to October 14, 2028, or for subsequent years, as 
long as MLP is maintained. 
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Chapter 4. Escalating Rent 
 

Non-producing continued leases are subject to the payment of escalating rent.    
 
Operators that choose to keep non-producing continued leases may hold these leases 
indefinitely, subject to the payment of escalating rent and to compliance with notices served 
under Part 3 of the Oil Sands Tenure Regulation, 2020.   
 

Paying Escalating Rent 
 

Escalating rent is incurred for each term year in which a continued lease is designated as 
non-producing.  
  
Alberta Energy issues a billing statement at the beginning of each term year in which 
escalating rent is incurred. If the lessee does not pay within 30 days, cancellation 
procedures will commence.      
  
The obligation to pay is the responsibility of the designated representative of the lease.   
 

• Escalating rent is payable at the beginning of each term year. 
• Annual rent for a lease is due at the beginning of each term year. 
• Interest is charged on any late payments. 

 
Escalating Rent Areas 
 
 

There are two defined areas for escalating rent:   
• Area A includes leases in the Peace River Oil Sands Area and in the Athabasca Oil 

Sands Area with the following exceptions:  
o leases in the Surface Mineable Area; and  
o leases in the Wabasca area, defined as the land between ranges 16 to 26 

(inclusive), and townships 76 to 86 (inclusive), west of the 4th Meridian.  
 

• Area B includes leases in the Cold Lake Oil Sands Area as well as leases in the 
Surface Mineable Area (as revised on June 10, 2009, pursuant to ERCB’s “Alberta’s 
Reserves 2008 and Supply/Demand Outlook 2009-2018” report) and the Wabasca 
area, which are defined as exceptions to Area A.  

 
See Figure 4, below, for the map of Escalating Rent Areas A and B and Table 1 for the 
escalating rent amounts. 
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     Figure 4. 
 
 
 
 

  
                   Oil Sands Escalating Rent Area A and Area B   
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Escalating Rent Amounts 
 
 
   The Escalating Rent Payment Schedule for Oil Sands Area A and Area B 
 
                     

YEAR  AREA A  AREA B  
1  $3/ha  $7/ha  
2  $3/ha  $7/ha  
3  $3/ha  $7/ha  
4  $6/ha  $14/ha  
5  $6/ha  $14/ha  
6  $6/ha  $14/ha  
7  $12/ha  $28/ha  
8  $12/ha  $28/ha  
9  $12/ha  $28/ha  
10  $24/ha  $56/ha  
11  $24/ha  $56/ha  
12  $24/ha  $56/ha  
13  $48/ha  $112/ha  
14  $48/ha  $112/ha  
15  $48/ha  $112/ha  
16  $96/ha  $224/ha  
17  $96/ha  $224/ha  
18  $96/ha  $224/ha  
19  $96/ha  $224/ha  
20 + over  $96/ha  $224/ha  

 
                                                       Table 1. 
 

The escalating rent for Area A begins at $3 per hectare and doubles every three years until 
a cap of $96 per hectare is reached, when the lease enters its 16th year of non-production.  

 
Example:  
Over the first nine years of a non-producing continued lease, cumulative escalating 
rent payments for a 36-section (9,216-hectare) lease would total $581,000. At this 
point, the lease would have been in effect for 24 years: for 15 years as a primary 
lease and for nine years as a continued lease. After 18 years of non-production, the 
escalating rent payments would total $5.2 million. More than half this amount would 
be payable in the last three years. At this point, the lease would have been held for 
33 years. 
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The escalating rent for Area B begins at $7 per hectare and doubles every three years 
until a cap of $224 per hectare is reached when the lease enters its 16th year of non 
production.  
 

Example:  
Consider a 36-section (9,216-hectare) parcel. Over the first nine years of a non-
producing continued lease, cumulative escalating rent payments would total $1.35 
million. After 18 years of non-production, the escalating rent payments would total 
$12.2 million, more than half of which would be payable in the last three years. 

 
For leases which straddle Areas A and B, escalating rent calculations are pro-rated 
according to the number of hectares in each area.   

 
Example:  
In its first year of non-production, a lease which has 64 hectares in Area A and 128 
hectares in Area B would be subject to escalating rents of $192 ($3/ha x 64 ha) and 
$896 ($7/ha x 128 ha) for the two respective portions, for a total of $1,088. 

 
When a non-producing lease is designated as producing, the escalating rent schedule is 
suspended. If the lease is subsequently deemed non-producing, the original payment 
schedule resumes. That is, for the purpose of escalating rent payment, the lease is 
assumed to be in the same year as it was when payments were last required. Escalating 
rent is paid at the rate that last applied.  

 
Example: 
Consider a non-producing continued lease in Area A. The lease is designated as 
producing at the end of its fifth year, at which time the escalating rent calculation is 
based on $6/ha. Assume that, nine years later, the lease is reclassified as non-
producing. At this time, rent applies as if the lease were in the sixth year of its 
escalating rent schedule: the payment due is based on a rate of $6/ha. The 
following year, escalating rent is calculated at $12/ha, as if the lease were in its 
seventh year. 


	Cancellation
	The Minister may cancel oil sands agreements.

