
 

 

February 9, 2023 

 

The Honourable Danielle Smith     EMAIL: premier@gov.ab.ca  

Premier of Alberta     

Office of the Premier     

307 Legislature Building    

10800 – 97 Avenue    

Edmonton, AB  T5K 2B6    

 

   

Dear Premier Smith,  

 

Re: Trident Exploration Receivership & Positions Taken By the Alberta Energy 
Regulator (“AER”) and Orphan Well Association (“OWA”) 

 

The Counties of Stettler and Woodlands (the “Municipalities”) write this joint letter as a follow-up 

to our previous letter of April 6, 2021, respecting their efforts to recover unpaid property taxes 

from Trident Exploration. A copy of our April 6, 2021 letter is enclosed for reference. We write to 

advise you of a recent decision of the Court of King’s Bench that will further impair the ability of 

municipalities to recover unpaid taxes on oil and gas properties. 

 

Update: The Conclusion of Trident Exploration’s Receivership 

 

In our prior letter, we noted that: 

• Trident Exploration, which owes an estimated $7 million in taxes to the Municipalities 

collectively, was placed into receivership and its assets sold with the goal of reducing 

Trident’s unfunded end-of-life obligations (also called Abandonment and Reclamation 

Obligations (“ARO”)) as directed by the AER.  

  



 

• Approximately half of the $7 million in outstanding taxes arose after the receivership 

began, during the course of the sales process conducted for the benefit of the AER (in 

which the taxed oil and gas assets were kept in an assessable and taxable state).  

 

• A significant portion of these post-receivership taxes were levied in relation to assets that 

were ultimately sold as part of the sales process – the sale of those assets contributed 

directly to the benefits generated from those sales (including the reduction in ARO). 

 

• Although approximately $900,000 in net proceeds had been realized from the sales 

process, the AER and OWA took the position that the Municipalities should receive none 

of these proceeds, and that such proceeds should instead generally be directed to the 

OWA. In other words, all municipal taxes that lawfully accrued during the nearly two-year 

sales process for Trident’s oil and gas assets, conducted for the AER and OWA’s benefit, 

were to be ignored in their view. 

 

Since our prior letter, the AER and OWA took aggressive steps to argue their position before the 

Court of King’s Bench, forcing the Municipalities to defend their claims for post-receivership taxes 

before the Court. That resulted in the decision of Orphan Well Association v. Trident Exploration 

Corp., 2022 ABKB 839 (“Trident”), a copy of which is also enclosed.  

 

The Trident Decision 

 

In the Municipalities’ respectful view, the Trident decision should be a significant concern not only 

to all rural municipalities in Alberta, but to all Albertans.  

In Trident, the AER and OWA were successful in establishing that all funds realized through a 

receivership should be paid towards unfunded ARO, ahead of even property tax obligations that 

arose as a result of the receivership process. The Court held that they were entitled to all of the 

sales proceeds in priority to the Municipalities, owing to their “super priority” for ARO granted by 

the Supreme Court of Canada case of Orphan Well Association v. Grant Thornton Ltd., 2019 SCC 

5 (the “Redwater” decision). In other words, the Municipalities were entitled to nothing and all their 

post-receivership taxes would go unpaid.  

Previously, it had been unclear what the status of post-receivership taxes were in light of 

Redwater – it was known that all taxes accruing from before the receivership would be subordinate 

to the AER and OWA’s super priority, but post-receivership taxes were a different matter – 

however, this case determined that even post-receivership taxes (which only arise because of the 

insolvency) must be left entirely unaddressed in the face of any outstanding ARO.  

The Trident decision also determined that the AER and OWA are entitled to call upon all proceeds 

of the Trident estate to be directed to ARO, regardless of what assets those proceeds were 

derived from. Even real property and equipment not subject to AER regulation – the Trident estate 



included an office building located in Fort Assiniboine – were held to be subject to the AER’s 

super-priority. This is notable because in the recent case of Manitok Energy Inc. (Re), 2022 ABCA 

117, the Court of Appeal left the door open to the notion that assets “completely unrelated to the 

oil and gas business” (see paragraph 36 of that decision) may not need to be directed to ARO; 

now Trident seems to have shut that door, to the detriment of Municipalities and other 

stakeholders with interests in such assets.  

We note that at the outset of the Trident receivership, the AER and OWA allowed the receiver to 

pay the pre-receivership taxes on the Fort Assiniboine office building to Woodlands County; in 

the wake of Trident, it now appears that this would no longer happen, and that even taxes on 

parcels of land must be subordinated to ARO. This places municipalities with significant 

landholdings owned by oil and gas companies into a position of risk, since if those companies 

become insolvent, the outstanding taxes on those lands must now rank behind the AER and 

OWA. 

 

Our Concerns 

 

Ultimately, the Trident decision represents a continuation and an expansion of the same highly 

concerning trend that we noted in our previous letter, whereby it is municipalities (and other 

stakeholders) who are forced to bear the burden of unfunded ARO in place of the OWA, which 

was intended to be the industry-funded insurer of unfunded ARO. This was expressly 

acknowledged by the Court in Trident, which stated: 

 

[66]           In my view, Redwater shifts liability from “polluter-pay” to “everyone 

pays,” starting with all of those who have suffered financial losses in dealing 

with the insolvent company, and ending with the OWA, which spreads 

remaining losses between the Province of Alberta and industry.  

 

The intent of the AER’s liability management regime was to require specific oil and gas companies 

to pay for their own end-of-life obligations, and for the OWA – with the support of industry funding 

through the AER-enforced OWA levy – to step in where they cannot. But instead, “polluter pays” 

has become “everyone pays, and the industry pays last”. Municipalities, their ratepayers, and 

other Albertan individuals and entities must now bear the burden of unfunded ARO ahead of the 

OWA and the industry it was intended to backstop.  

And now, per Trident, this burden must be borne in even more situations than thought previously. 

Even assets that are wholly unregulated and unrelated to oil and gas activities must be diverted 

to the OWA’s cause first. And even tax debts that accrued during a receivership process 

conducted for the express purpose of furthering the AER and OWA’s interests need not be paid. 

That the oil and gas industry, through the mechanism of the OWA, has such broad power to foist 

its liabilities onto other stakeholders (including entirely involuntary ones like municipalities) is 

unfair at the best of times. It is even more unfair following a year like 2022, where many oil and 



gas companies enjoyed record profits, while municipalities and others saw their budgets strained 

by record inflation.  

The Municipalities respectfully submit that a legislative or policy solution is needed to ensure that 

the industry is held accountable for its own environmental liabilities, and is no longer able to simply 

offload them onto other stakeholders using the mechanism of the OWA and the Redwater super 

priority.  

 

Court’s Comments on Municipal Tax Fairness 

 

The Court in Trident also commented on the fact that, because Trident’s oil and gas assets were 

not abandoned during the receivership, they were still assessed by the Provincial Assessor and 

required to be taxed by the Municipalities (and incorporated into their annual budgets), even 

though the Municipalities could not recover those post-receivership taxes in the wake of Trident’s 

outstanding ARO.  

At paragraphs 81-82 of its decision, the Court noted that this situation “appears to place rural 

municipal governments in a very unfair position vis-à-vis the Province of Alberta”. It further stated 

that “it seems to me that there is a structural unfairness at play here from a municipal taxation 

and finance perspective as between the provincial government and rural municipalities. If that is 

indeed the case, it needs to be addressed by the Province of Alberta.” 

In general, we would respectfully agree with the Court’s statements. While the Municipalities 

appreciate that efforts have been made to address these concerns that the Court does not 

reference – such as the Provincial Education Requisition Credit (“PERC”) program – the AER and 

OWA’s super priority has nevertheless created a highly challenging situation for municipalities. 

Where an oil and gas company has become insolvent, and the AER and OWA appoint a receiver 

to conduct a sales process of the company’s assets, municipalities are obligated to tax those 

assets and prepare its budget on the basis that it will receive those taxes – even though in light 

of Redwater and now Trident, we know that it will not. The result is unavoidable shortfalls in the 

municipality’s operating budget, which must be made up (and paid by other ratepayers) in a 

subsequent year in accordance with section 244 of the Municipal Government Act. 

We would invite the Province to consider legislative intervention to address this issue, including 

by providing municipal taxes with greater priority in the face of the AER’s claims for unfunded 

ARO, and by altering how assets held within an oil and gas receivership form part of a 

municipality’s assessment and tax base.  

 

Conclusion 

 

We hope that the result in Trident will raise general awareness of the impact that the actions of 

the AER, and its delegate the OWA, have had on municipalities in Alberta. To this point, when 

municipalities have expressed concern to the AER about these issues, the AER has generally 



treated them as suggesting that the AER should do their tax recovery work for them. This is 

reflected on the AER’s website, where they include a notice that “The AER is not involved with 

the collection of unpaid municipal taxes… and does not have jurisdiction to take compliance or 

enforcement actions related to non-payment. Municipalities continue to be responsible for the 

collection and enforcement of their municipal taxes” (https://www.aer.ca/providing-information/by-

topic/liability-management). 

 

These statements fail to acknowledge the underlying problem that, through its zealous efforts to 

ensure that all of an oil company’s other obligations are subordinate to ARO, the AER is actively 

impeding the ability of municipalities to recover unpaid taxes. 

 

We hope that the Province will appreciate the significant unfairness represented by this situation 

and by the current state of the law, and would be willing to engage with us, other municipalities, 

and other stakeholders to explore solutions to these important issues. We look forward to working 

with the Province to ensure that Alberta’s future is one where its oil and gas industry and its 

municipalities are both able to thrive. We look forward to any opportunity we may have to discuss 

these matters further.  

 

Regards, 

 

 

 

Larry Clarke, Reeve 
Stettler County  

John Burrows, Reeve 
Woodlands County 

     

Enclosures 

 April 6, 2021 Correspondence 
 Orphan Well Association v. Trident Exploration Corp., 2022 ABKB 839 

cc:  

Rebecca Schulz, Minister of Municipal Affairs 
Peter Guthrie, Minister of Energy 
Nate Horner, Minister of Agriculture and MLA for Stettler-Drumheller 
Martin Long, MLA for West Yellowhead 
Glenn van Dijken, MLA for Athabasca-Barrhead-Westlock 
Paul McLauchlin, President, Rural Municipalities of Alberta (pmclauchlin@rmalberta.com)  
RMA Member Municipalities 

https://www.aer.ca/providing-information/by-topic/liability-management
https://www.aer.ca/providing-information/by-topic/liability-management
































 

 

April 6, 2021 

 

The Honourable Jason Kenney  The Honourable Ric McIver 

Premier of Alberta    Minister of Municipal Affairs 

Office of the Premier    Office of the Minister 

307 Legislature Building   132 Legislature Building 

10800 – 97 Avenue    10800 – 97 Avenue 

Edmonton, AB  T5K 2B6   Edmonton, AB  T5K 2B6 

 

The Honourable Sonya Savage   

Minister of Energy 

Office of the Minister 

324 Legislature Building 

10800 – 97 Avenue 

Edmonton, AB  T5K 2B6 

 

 

Dear Sirs and Madam: 

 

Re: Trident Exploration Receivership & Positions Taken By the Alberta Energy 
Regulator (“AER”) and Orphan Well Association (“OWA”) 

 

The Counties of Stettler and Woodlands write this joint letter to inform you of the latest 
developments in the continuing saga of unpaid property taxes from oil and gas companies, and 
to express their deep concerns with the current state of affairs. 

 

Background: Trident Exploration 

  



 

Trident Exploration Corp., together with its related companies (collectively, “Trident”), was an oil 
and gas producer operating throughout Alberta. On April 30, 2019, with no warning, it announced 
that it had no funds available to operate its infrastructure or enter into creditor protection, 
terminated all of its employees and contractors, and left thousands of AER-licensed wells without 
an operator, many of them within the boundaries Stettler County and Woodlands County. 

 

At that time, the Counties were approached by the Alberta Energy Regulator and asked to assist 
the AER and the OWA to see that a receiver was appointed to manage Trident’s affairs and 
assets. The Counties did so, and worked quickly with the AER and OWA to achieve this. Trident 
was brought into receivership on May 3, 2019.  

 

Following this, the receiver then commenced a sales process for Trident’s oil and gas assets, at 
the AER’s direction, whereby the receiver endeavored to maximize the number of assets that 
were either placed in the hands of other, solvent companies, or abandoned and reclaimed so as 
to limit the amount of unfunded Abandonment and Reclamation Obligations (“ARO”) associated 
with those assets.  

 

That sales process has finally concluded, and the receiver is looking to distribute surplus funds 
from the receivership at a court application scheduled to be heard next month.  

 

The Current Situation 

 

Collectively, the Counties are owed an estimated $7 million in taxes from Trident. Approximately 
half of this amount relates to taxes that arose after the receivership began, during the course of 
the sales process conducted for the benefit of the AER. A large portion of these post-receivership 
taxes were levied in relation to assets that were ultimately sold as part of the sales process, and 
thereby contributed directly to the amount of distribution proceeds available (and the reduction in 
unfunded ARO). The Counties have been up front about these facts and have disclosed, in 
extensive detail, their financial position and the basis of their claims to the receiver, the AER, and 
the OWA. 

On that basis, and given that post-insolvency taxes have, in other insolvency matters, been 
treated as a cost of the estate to be paid out before any distribution to creditors, and before the 
AER/OWA in at least one instance, the Counties had hoped that the AER/OWA would be willing 
to agree that the Counties should be entitled to payment of at least some portion of the post-
insolvency taxes owing to them.   

 

This has not happened. 

 

Instead, we have been made to understand that the AER/OWA will be taking the position that the 
Counties have no entitlement whatsoever to receive any payment with respect to unpaid property 
taxes on oil and gas assets that accrued after the receivership began, even where those taxes 



relate to assets that were sold for the benefit of the estate and the AER/OWA. Instead, we 
understand that the AER takes the position that the majority of the remaining proceeds should be 
remitted to the OWA.  

 

In other words, the AER/OWA appear to be of the view that they are free to appoint a receiver to 
conduct a nearly two-year sales process for oil and gas assets, for their benefit, all while entirely 
ignoring municipal taxes that lawfully accrue during that sales process. 

 

Our Concerns 

 

This latest development highlights the extremely difficult position that municipalities are placed in 
with respect to the recovery of unpaid taxes from oil and gas producers. What was a seemingly 
impossible task before has become even more so now that the AER and OWA are taking steps 
to directly undermine the ability of municipalities to recover taxes. The claims of the AER and 
OWA already loom large over the estates of oil and gas producers, even solvent ones. It has been 
suggested that municipalities should take legal action against producers who fail to pay taxes. 
But even where a municipality is successful in obtaining a judgment, it is unlikely that it will be 
paid, and any efforts to enforce the judgment will likely result only in the company being rendered 
insolvent (in which case, the AER’s claims will take priority). 

 

Now, the AER and OWA have signaled that they are not simply content with having priority over 
all pre-insolvency taxes – they want even post-insolvency taxes, lawfully imposed during an 
extensive sales process conducted for their benefit, to be ignored in their entirety.  

 

What’s worse is that this will likely continue for the foreseeable future as other oil and gas 
producers become insolvent. A significant number of Trident’s assets located in Stettler County 
were purchased by Trident in the course of the receivership of another oil and gas company, 
Questfire Energy. At the time Trident was permitted by the AER to purchase those assets from 
Questfire, Trident was already three years in arrears to Stettler County for unpaid taxes.  

 

The same thing appears to be happening again with Trident’s receivership – numerous assets in 
the Counties were, with AER approval, sold to companies which are already in arrears (in 
Woodlands’ case, the majority of assets in the County that were sold went to a company that is 
four years in arrears). There are some assets that have passed through three owners and two 
AER-approved transfers over a span of more than five years without the Counties seeing a dime 
from them. One wonders whether the Counties, and numerous other municipalities, will be dealing 
with this situation again in two years with respect to those companies who have purchased Trident 
assets – all while having received no tax payments whatsoever on those assets. Clearly, the 
indifference of the AER to the inability of their licensees to pay taxes continues to compound an 
already overwhelming issue.  

 

But the AER has gone even further and is now actively frustrating the ability of municipalities to 
recover outstanding taxes. Essentially what is happening is that the AER is attempting to backstop 
the OWA on the backs of municipalities, especially rural municipalities, and their ratepayers. 



Having failed in their regulatory duty to properly manage the abandonment and reclamation 
liabilities of the oil and gas industry in Alberta, they now seek to pass environmental costs that 
should have been imposed on the industry onto the municipal tax base instead.  

 

Public funds have already been used to reduce the obligations of the OWA that would otherwise 
arise in relation to Trident’s unsellable assets. We understand that many of Trident’s unsellable 
assets have been (or are being) abandoned using funds provided through the publicly-funded 
Site Remediation Program. The publicly-funded bailout of the OWA appears to have begun. 

 

As a result of the position taken by the AER and the OWA, our municipalities will be forced to 
press forward with costly litigation through the Courts in order to defend our claim in the face of 
aggressive opposition by the AER and OWA. As things stand, we expect that we will be forced to 
defend our claim to these taxes in court within the next few months.  

 

It has never been more likely that the costs of cleaning up a well in Alberta will be borne not by 
the producer who reaped the financial rewards of that well, and not by the Regulator whose job it 
is to ensure that the well is cleaned up, and not by the industry through the OWA, but by our 
ratepayers.  

 

We hope that the Province will appreciate the palpable injustice of this situation to our ratepayers, 
our Counties, and many other municipalities. 

 

We welcome the engagement of you and your trusted officials, so that your government can 
properly determine and implement Alberta’s interest. 

 

Regards, 

 

 

  

 

Larry Clarke, Reeve     John Burrows, Mayor 
Stettler County     Woodlands County 

Box 1270      Box 60  
6602 – 44 Avenue     #1 Woodlands Lane 
Stettler, Alberta   T0C 2L0    Whitecourt, AB T7S 1N3 
T: 403.742.4441  F: 403.742.1277   T: 780.778.8400  F: 780-778-8402 
www.stettlercounty.ca    www.woodlands.ab.ca  



 

Cc: Nate Horner, MLA for Drumheller-Stettler 

Shane Getson, MLA for Whitecourt-Ste. Anne 

Paul McLauchlin, President, Rural Municipalities of Alberta (pmclauchlin@rmalberta.com)  


	Stettler 1 - 2 09 2023 Trident Receivership the AER and the OWA.pdf
	Stettler 2 - DECISION of Justice Neufeld (B5001662x7AF53).PDF
	Stettler 3 - Letter to Province re. Trident Situation (002) (Apr 6, 2021) (B4057507x7AF53).PDF

