
 

 

 
 

BATTLE LAKE WATERSHED SYNERGY GROUP  
http://synergyalberta.ca/group/battle-lake-watershed-synergy-group 

 
A meeting of the Battle Lake Watershed Synergy Group was held on Thursday 
Feb. 2, 2017 at the Lakedell Ag. Centre with Paul McLauchlin acting as Facilitator.  
CALL TO ORDER: 
Paul called the meeting to order at 7:10 pm. 
 

Agenda 

• Introductions 

• Review of Draft Minutes (Nov. 3, 2016)-Approved 

• AER Update 

• Industry Updates 

• Community Updates  

• Next Meeting 
 
ATTENDANCE: 
In attendance were {4} residents, {10} industry representatives and government officials. 
(See the attached list.) 
 
Review of Minutes: 
Nov. 3, 2016 meeting notes had been distributed.  
 
AER Update:  Darcy Allan 
Just a reminder how informative the AER website is. 
 
Recent Communications (attached to these meeting notes) 
 
Public Statement:   Supreme Court of Canada Ernst v. Alberta Energy Regulator decision 
http://www.aer.ca/about-aer/media-centre/news-releases/public-statement-2017-01-13 
 
AER has issued a formal notice of investigation to Trilogy Energy Corporation 
http://www.aer.ca/about-aer/media-centre/news-releases/news-release-2016-10-25 
 
Decision to Issue a Declaration Naming Michael J. Smith, Jasmina Cezek, and Rob 
Jennings 
http://www.aer.ca/documents/decisions/2017/20170124A_Lexin.pdf 
 
A Regulatory Appeal of Two Well Licences and an Application for a Pipeline, Gilby Field 
http://www.aer.ca/documents/decisions/2016/2017-ABAER-01.pdf 
 
Invitation for Feedback on Draft Revision of Directive 085: Fluid Tailings Management for 
Oil Sands Mining Projects 
http://www.aer.ca/rules-and-regulations/bulletins/bulletin-2017-02 

http://synergyalberta.ca/group/battle-lake-watershed-synergy-group
http://www.aer.ca/about-aer/media-centre/news-releases/public-statement-2017-01-13
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http://www.aer.ca/rules-and-regulations/bulletins/bulletin-2017-02


 

 

 
 
Enhancements to Licensee Liability Rating Program 
http://www.aer.ca/rules-and-regulations/bulletins/bulletin-2017-01 
 
Amendments to Directive 013: Suspension Requirements for Wells 
http://www.aer.ca/rules-and-regulations/bulletins/bulletin-2016-33 
 
Notice of Hearing - Proximity-critical sour oil wells 
http://www.aer.ca/applications-and-notices/notices/application-1842705 
 
 
Industry Updates: 
 
Questfire Energy Corp: Ted Thompson 
 
Regular operations.  No new activities are planned 
 
ConocoPhillips: Jamie Fleck and Jill Salus 
 
4-8-46-2 W5M is up and running.  Nothing new planned for the future. Business as usual 
considering that ConocoPhillips is selling some of their assets in Canada.  
 
Baytex Energy: Terry Kreese 
Regular operations.  No new activities are planned 
 
Resourceful Petroleum: Bill Dolan Emailed update 
No new activity to report for Q1 2017. 
 
Journey Energy:  Dale Guidi 
Regular operations.  No new activities are planned 
 
InPlay Oil:   
D.D is concerned that InPlay is not at the table.  As they said there was no new drills 
planned for the BLWS area in the last meeting notes, D.D. did see other activity.  He wants 
it stated that their attendance was missed as he has questions for them.  Paul gave D.D. the 
office number for Lance Chorney to contact directly with his questions and concerns. 
 
Community Updates: 
 
Dave Doze 
Shared invite to the Warburg/Pembina Surface Right’s Group meeting on Tuesday Feb. 14, 
2017 in Warburg at 7:00 pm.  MLA Mark Smith to speak. 
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Ken Jenny 
Ken shared a letter dated January 1, 2017 from Scollard Energy Ltd. advising that effective 
Nov. 10, 2016 Scollard Energy Ltd. purchased Successor Resources Ltd. by way of a plan 
of arrangement in accordance with provisions of the Business Corporations Act (Alberta) 
pursuant to which, Scollard and Successor amalgamated, effective Jan. 1, 2017 and have 
continued under the name Scollard Energy Ltd. 
 
Michael Black 
Has been pretty quiet. 
 
Graham Gilchrist: Consultant 
Graham continues to represent the landowner community on the Multi Stakeholder 
Engagement Advisory Committee for the AER.  We are actively looking at how the ARE is 
developing their Area Based Approvals and Licenses. 
 
Attended Farm Tech 2017.  Graham brought forward 2 issues for the farmers in the Group. 
Both deal with having written intensions in their gifts to their adult kids. 
When you add an adult child to the title for estate reasons, the new assumption is the 1/2 
interest (as an example) is held in trust. 
The second is when a gift is made, you have the documents to say it is a gift and not an 
advance on the estate. 
 
Joanne Brodersen 
Nothing to share 
 
Projected Meeting Dates:   
 
May 4, 2017 
Sept. 7, 2017 
Nov. 2, 2017 
                
                                                

ACTION ITEMS 
2016 

 
# Action Request Date Person 

Responsible 
Status 

182     

 
 
 
 
 
 

 
 



 

 

ATTENDANCE LIST 
 

INDIVIDUAL REPRESENTING 

Paul McLauchlin  Facilitator 

Deneen Evans Minute recorder 

Ted Thompson Questfire 

Dave Doze Resident 

Darcy Allen AER 

Ken Jenny Resident 

Michael Black Resident 

Joanne Brodersen Resident 

Graham Gilchrist Consultant 

Terry Kreese Baytex Energy 

Jill Salus ConocoPhillips 

Jamie Fleck ConocoPhillips 

Kathy Rooyakkers County of Wetaskiwin 

Dale Guidi Journey Energy 

 



Public Statement 
 

 

 

Supreme Court of Canada Ernst v. Alberta Energy Regulator decision  

 
For immediate release.  

Calgary, Alberta (January 13, 2017)…Today’s Supreme Court of Canada (SCC) decision  is an 

important one to regulators across the country. This was an important decision affecting the ability of 

regulators to carry out their responsibilities, which was evident in the participation of other provinces in 

the proceeding. 

The decision has validated the position held by the AER that the claims against the AER’s predecessor, 

the Energy Resources Conservation Board (ERCB), should be dismissed. The Court did not find there 

was a breach of Ms. Ernst’s Charter rights, and made no findings of negligence on the part of the AER or 

its predecessor the ERCB. The Court recognized that permitting the claim would hinder the AER’s ability 

to carry out its statutory duties effectively and in the public interest. 

The AER appreciates that the courts at all levels took the time to carefully consider this important matter 

and in each instance issued clear, well-reasoned decisions. 

The Alberta Energy Regulator ensures the safe, efficient, orderly, and environmentally responsible 

development of hydrocarbon resources over their entire life cycle. This includes allocating and conserving 

water resources, managing public lands, and protecting the environment while providing economic 

benefits for all Albertans. 
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For more information, please contact: 

Ryan Bartlett, AER Public Affairs 

Phone: 403-669-3916 

Email: ryan.bartlett@aer.ca 

Media line: 1-855-474-6356 

http://scc-csc.lexum.com/scc-csc/scc-csc/en/item/16325/index.do


News Release 

 

 

AER issues formal notice of investigation 

 
For immediate release.                                                                             

Calgary, Alberta (October 25, 2016)…  

The Alberta Energy Regulator (AER) has issued a formal notice of investigation to Trilogy Energy 

Corporation following a pipeline release 16 kilometres northeast of the town of Fox Creek.  

Trilogy estimates that approximately 250 m
3
 of oil emulsion (50 per cent oil and 50 per cent water) was 

released. The AER investigation will confirm the volume and consider potential enforcement actions. The 

results of the investigation will be available upon completion. 

AER staff remain onsite and continue to work with the company to ensure that all safety and 

environmental requirements are being met. 

The AER issued an environmental protection and pipeline order on October 13, directing Trilogy to 

suspend operations, contain the release, prevent migration of hydrocarbons to areas outside of the spill 

site, protect wildlife and the environment, and immediately control access to the affected area. 

A copy of the order and details about the incident are posted to the AER’s Compliance Dashboard.  
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For more information, please contact: 

Carrie Rosa, AER Public Affairs 

Phone: 780-638-3512 

Email: carrie.rosa@aer.ca 

Media line: 1-855-474-6356 

NR-2016-06 

http://www1.aer.ca/compliancedashboard/incidents.html


  

 

January 19, 2017 
 
By email and registered mail  
 
To: Jasmina Cezek 
 Michael J. Smith and Rob Jennings 
 
 
Declaration naming Michael J. Smith, Jasmina Cezek, and Rob Jennings under section 106 of the 
Oil and Gas Conservation Act 

Dear Messrs. Smith and Jennings and Ms. Cezek: 

On November 10, 2016, the Alberta Energy Regulator (AER) sent a letter by registered mail to Lexin 
Resources Ltd. (Lexin) and its directors, Michael J. Smith, Jasmina Cezek, and Rob Jennings, notifying 
them of its of intention to name them in a declaration pursuant to section 106 of the Oil and Gas 
Conservation Act (OGCA). In accordance with section 106, time was provided to permit the directors to 
show cause as to why a declaration should not be made. Upon request from two of the directors, the AER 
provided two extensions to provide a submission; no request was received for the third director, Ms. 
Cezek. The AER notes that it has not received any response from Ms. Cezek on this matter. The AER 
feels it made reasonable attempts to contact her and does not consider a lack of response a reason for not 
pursuing this matter further. 

The AER has had an opportunity to review submissions and has determined that the directors have failed 
to satisfy the AER that a declaration should not be made. The AER hereby issues a declaration under 
section 106(1) of the OGCA naming Michael J. Smith, Jasmina Cezek, and Rob Jennings as persons in 
direct or indirect control of Lexin, a company that contravened or failed to comply with orders of the 
AER and has a debt to the AER. The declaration, with its terms and conditions, is found in attachment 2. 

Section 106 of the OGCA applies where the AER considers it in the public interest to make a declaration 
naming one or more directors, officers, agents, or other persons who, in the AER’s opinion, were directly 
or indirectly in control of a licensee, approval holder, or working interest participant that has (i) 
contravened or failed to comply with an order of the AER or (ii) has an outstanding debt to the AER, or to 
the AER to the account of the orphan fund, in respect of suspension, abandonment, or reclamation costs. 

The AER is of the opinion that as directors of Lexin at the time of the company’s noncompliances and its 
failure to pay the levies issued by the AER, the named individuals were and are persons in control of 
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Lexin. As previously found by the AER in Decision 2015 ABAER 005, the specific reference to directors, 
officers, and agents in section 106 indicates that the legislature intended that individuals in those positions 
are presumed to be in direct or indirect control for the purposes of that section. 

Lexin is in noncompliance with several orders issued by the AER (see attachment 1) and has not paid its 
debt to the AER arising from the issuance of two orphan fund levies, the 2016 AER administration fee, 
and their associated penalties for nonpayment, totalling $1 188 910.66.1 Notices of these noncompliances 
were mailed to Lexin at the address provided to the AER. The November 10 letter was sent to the same 
address, as well as addresses from British Columbia’s corporate registry record for Lexin. 

These noncompliances include a failure to remove bags of spent catalyst, failure to remedy a hydrocarbon 
spill, failure to fully address an order issued in relation to operations at the Mazeppa facility, and failure 
to comply with closure and abandonment orders. The ongoing failures to comply put the public and the 
environment at risk and demonstrate a disregard for AER requirements. Further, the failure to pay 
amounts owing to the AER poses a financial risk. 

The AER has previously held in past section 106 decisions that the purpose of a section 106 declaration is 
to prevent a licensee or person in control from continuing to breach requirements or incurring new 
breaches or debts, thereby safeguarding the public interest. The AER has also previously held that 
continued confidence in the regulatory system is best assured when licensees comply with AER 
requirements. The AER finds that on the facts before it, the issuance of a declaration is in the public 
interest and necessary to deter future noncompliance and uphold the credibility of the regulatory system 
and AER enforcement processes. 

Section 106 is a reverse onus provision. The burden is on the directors to show why the declaration and 
associated order should not be made. They are in the best position to respond to the notice as they are the 
ones with the best information regarding why they failed to comply with AER orders or pay outstanding 
amounts. The directors have provided no evidence to show cause why a declaration should not be made, 
despite the fact that they have been given ample time. A submission provided to the AER alleged 
concerns with the validity of the levies issued. These concerns were raised outside of the appeal periods 
associated with those levies and without any evidence or clear basis for the same. A hearing was 
requested to determine whether the declarations should be made, but the AER is not required to hold a 
hearing in these instances, and, given the failure to provide evidence as to why a declaration should not be 
made, a hearing would not be a good use of AER resources. 

                                                      
1  The AER has collected some of the outstanding amount owing as a result of collection activities, resulting in 
collection from third parties in the amount of $112 659.48 to date. 
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The terms of the declaration set out in attachment 2 are intended to incent the named individuals to 
address the noncompliances and outstanding debt. Further, the terms enable the AER to better manage the 
risk posed by the named individuals being in control of an entity regulated by the AER. Lexin alone holds 
over 1500 well licences, 80 facility licences, and 200 pipeline licences. This does not include any other 
entities with which the named individuals are involved. Practically speaking, the issuance of this 
declaration permits the AER, in addition to any other requirements that it has, to suspend any operations 
and refuse to consider an application for an identification code, licence, approval, or licence transfer of an 
entity regulated by the AER that the named individuals are in direct or indirect control of. It also requires 
the named individuals to disclose certain information, as outlined in the declaration. 

Note that submission of a sworn declaration in accordance with clause 4 of the attached declaration must 
be provided by each of the named directors by February 19, 2017. Failure to respond appropriately may 
result in an additional regulatory response from the AER. 

Should the named individuals wish to discuss how Lexin will correct its noncompliances, please contact 
Helene de Beer (Helene.deBeer@aer.ca). 

Be advised that under the Responsible Energy Development Act, an eligible person may appeal decisions 
that meet certain criteria. Eligible persons and appealable decisions are defined in section 36 of the 
Responsible Energy Development Act and section 3.1 of the Responsible Energy Development Act 
General Regulation. Requests for regulatory appeal must be submitted in accordance with the AER’s 
requirements. Filing requirements and forms are available on the AER website, www.aer.ca, under 
Applications & Notices > Appeals. 

Sincerely, 

<original signed by> 

Kirk Bailey,  
Executive Vice President, Operations Division 

  

mailto:Helene.deBeer@aer.ca
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Attachment 1 – Debt to the AER and Notices Regarding Noncompliances 

First 2016 Orphan Fund Levy 

• March 23, 2016 – Invoice 

• May 3, 2016 – Notice of Noncompliance and application of 20% penalty 

2016 Administration Fees 

• May 18, 2016 – Invoice 

• June 3, 2016 – Reminder of payment owing 

• July 5, 2016 – Notice of Noncompliance and application of 20% penalty 

Second 2016 Orphan Fund Levy 

• August 8, 2016 – Invoice 

• September 21, 2016 – Notice of Noncompliance and application of 20% penalty 

Surface Rights Expiry 

• June 13 and June 27, 2016 – Notification of Right to Surface Access 

• August 4, 2016 – Closure/Abandonment Order No. AD 2016-21 

Mineral Rights Expiry 

• October 7, 2015, and January 7, May 4, May 11, June 1, June 8, June 29, and July 19, 2016 – 
Petroleum and Natural Gas Mineral Rights Expirations 

• August 10, 2016 – Closure/Abandonment Order No. AD 2016-22 

Orders 

• June 15, 2016 – Order No. 201606-02 

• August 9, 2016 – Order No. 201608-01 
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Attachment 2 – Declaration Naming Michael J. Smith, Jasmina Cezek, and 
Rob Jennings Pursuant to Section 106 of the Oil and Gas Conservation Act 
For the reasons set out in the accompanying letter, the Alberta Energy Regulator (the “AER”) has 
determined that (i) Michael J. Smith, Jasmina Cezek, and Rob Jennings (each an “individual”) were 
persons directly or indirectly in control of Lexin Resources Ltd. (the “licensee”); (ii) the licensee has 
contravened AER requirements or failed to comply with certain orders of the AER (the “AER orders”) or 
is indebted to the AER; (iii) the individuals have been in control of the licensee at all material times; and 
(iv) it is in the public interest to make a declaration naming the individuals under section 106(1) of the Oil 
and Gas Conservation Act, RSA 2000, c O-6 (the “OGCA”). 

The AER’s legislated mandate under section 2 of the Responsible Energy Development Act, SA 2012, c 
R-17.3, includes a requirement to provide for the efficient, safe, orderly and responsible development of 
energy resources in Alberta. In accordance with this mandate, the AER hereby names the individuals 
under section 106(1) of the OGCA and places the following restrictions on them: 

1. The applicable individual and any licensee or approval holder directly or indirectly controlled1 by him 
or her must inform the AER that a declaration under section 106(1) of the OGCA is in effect against 
that individual and that the individual has direct or indirect control of such licensee or approval holder 
upon the licensee or approval holders applying to the AER for any identification code, licence, or 
approval or transfer of a licence or approval under the OGCA or the Pipeline Act, RSA 2000, c P-15 
(the “Pipeline Act”). 

2. The AER may refuse to consider any application from the licensee, an individual, or any other 
licensee or approval holder over which an individual has direct or indirect control, for an 
identification code, licence, or approval or transfer of a licence or approval under Directive 067: 
Applying for Approval to Hold EUB Licences, the OGCA, or the Pipeline Act. 

3. Where the AER is to consider an application from an individual or any other licensee or approval 
holder over which an individual has direct or indirect control, the AER will consider and process the 
application as nonroutine and may exercise its discretion to require the submission of abandonment 
and reclamation deposits in an amount to be determined by the AER prior to granting any licence or 
approval or transfer of a licence or approval under the OGCA. 

                                                      
1  For purposes of the OGCA “control” means real, effective, and practical control over a company’s business 
affairs. Such control may exist in a wide variety of settings and arrangements. Control is ultimately the power to 
direct the business of the company and make decisions that will be complied with and acted upon by the company. 
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4. Each individual must submit a sworn declaration by February 19, 2017, declaring whether he or she 
is in direct or indirect control of any licensee or approval holder, other than the licensee, that is an 
applicant to the AER, a licensee, or an approval holder under the OGCA or the Pipeline Act or, if he 
or she is, a declaration stating the name of any such licensee or approval holder and specifying the 
applications each has before the AER and the AER licences and approvals such licensee or approval 
holder holds. 

5. This declaration is in force at the date hereof and will remain in force until the licensee has complied 
with the AER orders, rectified its contraventions, and paid any and all debts owed to the AER and to 
the AER on account of the orphan fund or until the AER orders otherwise. 

 

Dated: January 19, 2017 

Alberta Energy Regulator Signed:                                                            

<original signed by> 

Kirk Bailey 
Executive Vice President, Operations Division 



Lexin Resources Directors Issued 
Declaration By AER 
FEB. 6, 2017 – DAILY OIL BULLETIN   

   
The Alberta Energy Regulator (AER) has issued a declaration naming three directors as 

persons in direct or indirect control of Lexin Resources Inc., which has contravened or failed to 

comply with AER orders and which owes the regulator more than $1 million. 

The AER said it has determined that Michael J. Smith, Jasmina Cezak and Rob Jennings have 

failed to satisfy it that a declaration should not be made under section 106 of the Oil and Gas 

Conservation Act. 

Lexin alone holds more than 1,500 well licences, 80 facility licences, and 200 pipeline licences, 

according to the AER. This does not include any other entities with which the named individuals 

are involved. 

Section 106 of the OGCA applies where the AER considers it in the public interest to make a 

declaration naming one or more directors, officers, agents, or other persons who, in the AER’s 

opinion, were directly or indirectly in control of a licensee, approval holder, or working interest 

participant that has contravened or failed to comply with an order of the AER or has an 

outstanding debt to the AER, or to the AER to the account of the orphan fund, in respect of 

suspension, abandonment, or reclamation costs. 

The AER said in its opinion that as directors of Lexin at the time of the company’s non-

compliances and its failure to pay the levies issued by the AER, the named individuals were and 

are persons in control of Lexin. The three individuals are required to submit a sworn declaration 

by Feb. 19, 2017. Failure to respond appropriately may result in an additional regulatory 

response from the regulator. 

Lexin is in non-compliance with several orders issued by the AER and has not paid its debt to the 

AER arising from the issuance of two orphan fund levies, the 2016 AER administration fee, and 

their associated penalties for non-payment, totalling $1,188,910.66. The AER has collected some 

of the outstanding amount owing as a result of collection activities, resulting in collection from 

third parties in the amount of $112,659.48 to date. 

The non-compliances include a failure to remove bags of spent catalyst, failure to remedy a 

hydrocarbon spill, failure to fully address an order issued in relation to operations at the Mazeppa 

facility, and failure to comply with closure and abandonment orders, said the AER. “The 

ongoing failures to comply put the public and the environment at risk and demonstrate a 

disregard for AER requirements,” it said. “Further, the failure to pay amounts owing to the AER 

poses a financial risk.” 

http://www.dailyoilbulletin.com/headlines/2017-02-06


Notices of the non-compliances were mailed to Lexin at the address provided to the AER. The 

Nov. 10, 2016 letter in which the AER indicated its intent to name the directors in the declaration 

was sent to the same address, as well as to addresses from British Columbia’s corporate registry 

record for Lexin. 

AER said the terms of the declaration are intended to provide an incentive to the named 

individuals to address the non-compliances and outstanding debt. Further, the terms enable the 

AER to better manage the risk posed by the named individuals being in control of an entity 

regulated by the AER, it said. 

Practically speaking, the issuance of the declaration permits the AER, in addition to any other 

requirements that it has, to suspend any operations and refuse to consider an application for an 

identification code, licence, approval, or licence transfer of an entity regulated by the AER in 

which the named individuals are in direct or indirect control. It also requires the named 

individuals to disclose certain information, as outlined in the declaration. 

Upon request from two of the directors, the AER provided two extensions to provide a 

submission; no request was received for Cezek. The AER noted that it has not received any 

response from her on this matter. The AER said it believes it made reasonable attempts to 

contact her and does not consider a lack of response a reason for not pursuing the matter further. 

Under the Responsible Energy Development Act, an eligible person may appeal decisions that 

meet certain criteria. 

One of the areas of concern for the AER was ongoing compliance issues at the Mazeppa sour gas 

plant south of Calgary. On June 15, 2016, the AER in an order to Lexin and LR Processing Ltd. 

ruled that the sulphur recovery portion of the Mazeppa sour gas facility at 35-19-28W4 could not 

restart until Lexin had installed a dilution gas meter and provided the AER with written 

confirmation that the meter had been installed, operational and calibrated and had received 

regulatory approval to do so. 

On Aug. 9, Lexin and LR Processing were ordered to immediately suspend and discontinue the 

Mazeppa facility and infrastructure. In the order, the AER said that on June 30, 2016 Lexin had 

informed it that most of its staff had been laid off, leaving only six persons to operate and 

manage the facility and infrastructure. 

According to the order, on July 29, 2016, Lexin told the AER it could not respond to an incident 

or emergency should one occur at the facility. Lexin also informed the regulator that the 

supervisory control and data acquisition system used to monitor for sour gases at the facility and 

infrastructure was no longer operational. 

 

http://www.aer.ca/documents/decisions/2017/20170124A_Lexin.pdf
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2017 ABAER 001 

Bonavista Energy Corporation 

Regulatory Appeal of Two Well Licences 

Proceeding 1857984 

Application for a Pipeline 

Application 1833192 

Gilby Field 

Decision 

[1] The Alberta Energy Regulator (AER) confirms its decision to issue Bonavista Energy Corporation’s 
(Bonavista) well licences 476069 and 476070, which are the subject of the regulatory appeal 
(proceeding 1857984), and denies Bonavista’s application 1833192 for a pipeline. 

[2] In reaching these decisions, the AER considered all relevant materials constituting the record of this 
proceeding, including the evidence and argument provided by each party. Accordingly, references in 
this decision report to specific parts of the record are intended to assist the reader in understanding the 
AER’s reasoning on a particular matter and do not mean that the AER did not consider all relevant 
portions of the record with respect to that matter. 

Background 

[3] Bonavista acquired licences for and developed two wells (the original wells) at Legal Subdivision 
(LSD) 15 of Section 22, Township 41, Range 5, West of the 5th Meridian, in 2013 at LSD 15-22-041-
05W5M (the 15-22 site).   

[4] On June 8, 2015, Bonavista submitted nonroutine applications for two additional horizontal gas wells 
to be drilled from the existing 15-22 site to bottomhole locations of 02-34-041-05W5M (2-34 
bottomhole location) and 03-34-041-05W5M (3-34 bottomhole location). The applications included 
well survey plans that met the requirements in section 7.11.1 of Directive 056: Energy Development 
Applications and Schedules, and in section 2.020 of the Oil and Gas Conservation Regulations 
(OGCR). The well survey provided the dimensions of the existing lease, 200 metres (m) long and 110 
m wide. The survey included an extension to the east, measuring 150 m long and 30 m wide. The well 
applications met all setback and spacing requirements and did not require any technical variances. 
The public notice of application period for the well applications expired on July 8, 2015, and as the 
applications met AER requirements and no statements of concern were received, the AER issued well 
licences 476069 and 476070 (the contested well licences) on July 10, 2015.  
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[5] On June 29, 2015, Bonavista applied under part 4 of the Pipeline Act for approval to construct and 
operate a pipeline to transport natural gas from the 15-22 site to an existing compressor station 
located in LSD 11-22-041-05W5M. The proposed pipeline would be about 0.74 kilometres (km) long 
with a maximum outside diameter of 114.3 millimetres (mm) and would transport natural gas with no 
hydrogen sulphide. 

[6] On July 23, 2015, Patrick and Patricia Alexander and Evelyn Heringer (collectively the Alexanders) 
requested a regulatory appeal under part 2, division 3, of the Responsible Energy Development Act 
(REDA) and part 3 of the Alberta Energy Regulator Rules of Practice of the AER’s decision to issue 
the well licences to Bonavista.  

[7] On July 26, 2015, the Alexanders registered a statement of concern against the pipeline application.  

[8] On September 17, 2015, a decision was made by the AER to proceed to hearing for the pipeline 
application. The hearing was delayed pending the AER’s decision regarding the request for the 
regulatory appeal.   

[9] On May 9, 2016, the AER granted the request for a regulatory appeal and decided to set the matter 
down for a hearing. The purpose of the hearing was to determine whether a hearing panel (the panel) 
should approve the pipeline, and whether the panel should confirm, vary, suspend, or revoke the 
AER’s decision to issue the well licences.   

Hearing Participants  

[10] The AER issued an initial notice of hearing on May 31, 2016, identifying Bonavista and the 
Alexanders as parties to the hearing. The deadline for requests to participate from other parties was 
June 14, 2016, and the applicant response deadline was June 21, 2016. 

[11] Sandra and Kingsbury Manderville (the Mandervilles) own property adjacent to the 15-22 site. On 
June 14, 2016, the Mandervilles requested full participation in the hearing. The panel granted full 
participation rights to the Mandervilles. 

[12] Lucie Bouvier, a property and small business owner located across the road from the 15-22 site, 
requested to participate in the hearing. The panel granted Ms. Bouvier the opportunity to make a 
short oral presentation outlining her concerns at the hearing,  

[13] Sylvia Ulrich, of the AER, was the decision-maker who signed the contested well licences and was, 
therefore, a party to the hearing. As determined by the panel and as agreed to by the parties, Ms. 
Ulrich’s participation was limited to a written submission, dated October 7, 2016.  
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The Hearing  

[14] On June 9, 2016, the panel requested that the parties attend a prehearing meeting. On June 28, 2016, 
the panel and AER staff held a meeting in Govier Hall with counsel for the Alexanders and counsel 
for Bonavista to confirm the scope, timing, and location of the proceedings. At that meeting, the 
panel proposed to consider and hear evidence and submissions on the following issues: 

• the need for the wells, 

• the need for the pipeline, 

• the technical merits of the pipeline and well applications, 

• potential effects of the pipeline and wells, 

• proposed mitigation measures, and 

• other issues relevant to the panel’s determination on the pipeline application and the regulatory 
appeal. 

[15] On Tuesday, October 11, 2016, the panel and AER staff conducted a site visit to gain a better 
understanding of the landscape and area surrounding the proposed projects. 

[16] The AER held a public hearing in Red Deer, Alberta, before a panel comprising hearing 
commissioners Barbara McNeil (presiding), Brad T. McManus, and Jurgen Preugschas. Those who 
appeared at the hearing are listed in appendix 1. 

[17] The hearing started on October 18, 2016, and continued on October 19, 2016, at which time the 
panel adjourned the proceedings to provide Bonavista the opportunity to fully respond to additional 
questions posed by the panel.   

[18] Bonavista provided a written response to the panel’s questions on October 25, 2016. The hearing 
resumed on October 27, 2016, and concluded the same day.   

Framework for Determining the Issues 

[19] In making its decisions, the panel considers the mandate of the AER, which is to provide for the 
efficient, safe, orderly, and environmentally responsible development of energy resources in Alberta. 
The panel’s decisions need to be consistent with factors set out in section 3 of the Responsible 
Energy Development Act General Regulation and in section 15 of REDA, including the interests of 
landowners and the impacts on landowners as a result of the use of land on which the pipeline 
project and wells have been proposed. 

[20] In determining the issues to be addressed in this decision report, the panel considers the AER 
legislative framework, the issues identified in the scoping meeting, and the evidence and argument 
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presented at the hearing. In making its decision, the panel has framed the following questions and 
will address them in order:  

1) What is the need for the wells and do the wells provide for the efficient and orderly development 
of Alberta’s oil and gas resources? 

2) Is the 15-22 site the optimal surface location for the wells? 

3) If the existing 15-22 site is the optimal surface location, does Bonavista require the proposed 
lease extension? If the lease extension is required, should it be a temporary or a permanent 
extension? 

4) What landowner impacts resulting from the wells were identified during this proceeding? 

5) Did the applicant meet the requirements for stakeholder engagement for the project? 

6) What is the need for the pipeline and does it provide for the efficient and orderly development of 
Alberta’s oil and gas resources? 

[21] In making its decisions, and to be consistent with the questions above, the panel will first address the 
matters raised in the regulatory appeal (proceeding 1857984) of the well licences. The panel may 
confirm, vary, suspend, or revoke the AER’s decision to issue the well licences. 

[22] After making its findings on the regulatory appeal, the panel will consider the pipeline application. 

What is the Need for the Wells and Do the Wells Provide for the Efficient and Orderly 
Development of Alberta’s Oil and Gas Resources?  

[23] On June 8, 2015, Bonavista submitted applications to the AER to drill two horizontal gas wells with 
bottomhole locations of 2-34 and 3-34 from the 15-22 site. The AER issued the well licences on July 
10, 2016.   

[24] Bonavista contended that it would be able to develop the gas reserves in an economically viable and 
environmentally responsible manner and that the wells were needed at the above locations to 
effectively recover its resource. It submitted that it had evaluated the well site by looking at many 
factors, including existing developments, reservoir volumetrics, and anticipated drainage areas.  

[25] The Alexanders did not object to the need for the wells and acknowledged that Bonavista owned the 
mineral rights and had the right to produce from the Willesden Green/Gilby Glauconite Formation.  

[26] The panel finds the wells are needed to develop the resource and notes that none of the parties 
provided evidence to contest the need for the wells.  
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Is the 15-22 Site the Optimal Surface Location for the Wells? 

[27] In its materials and during cross-examination at the hearing, Bonavista submitted that the 15-22 site 
would be the optimal surface location to achieve its purpose, which would be to effectively drain the 
undeveloped part of section 27-041-05W5M and to effectively complete the development of the 
southern undeveloped part of section 34-041-05W5M (34-41). Bonavista submitted that the most 
effective placement would be to drill in a south to north orientation toward the existing development 
in section 34-41 due to the orientation and coordinates of the other offset well laterals already drilled 
in section 34-41.  

[28] In evaluating surface placement, Bonavista said it also considered geological risks and efficiency, the 
use of multi-well pads over single projects, the use of existing leases, and limiting pipeline and 
facility infrastructure.  

[29] Bonavista said it had assessed two other surface locations: LSD 03-27-041-05W5M (3-27) and an 
existing surface location at LSD 02-34-041-05W5M (2-34). The specific location preferred by the 
landowner of 3-27 was not feasible based on Bonavista’s drilling and geological constraints and 
criteria.  

[30] Bonavista did not choose the 2-34 location as there were surface constraints and because one well 
would be subject to the technical drilling challenge of a “negative build.” In addition, in response to 
undertakings, Bonavista estimated that drilling from the 2-34 location would limit the lateral 
trajectories in section 34 by about 18 per cent for each well with the result that Bonavista would 
sacrifice maximum resource recovery.  

[31] The panel is satisfied that Bonavista considered other possible surface locations and accepts 
Bonavista’s evidence that the alternative locations are not feasible. 

[32] The panel finds that the 15-22 site is the optimal surface location to drill the wells as it will allow 
Bonavista to most effectively recover the resource.  

If the 15-22 Site is the Optimal Surface Location, Does Bonavista Require the Proposed 
Lease-Site Extension? If the Lease Extension is Required, Should it be a Temporary or a 
Permanent Extension? 

[33] In the Alexanders’ submissions, they did not object to the need for the wells. However, they did 
object to the extension of the lease to accommodate the drilling of the new wells. As applicants in the 
regulatory appeal, the onus is on the Alexanders to provide sufficient evidence to justify the denial of 
the lease extension. The Alexanders said the requirement for the lease extension was the key 
question for the panel to consider. The Alexanders objected to the lease extension because a small 
piece of land to the north of the extension would be difficult to farm. They also stated that they did 
not want to change the long straight eastern boundary of the existing lease and that a future lease 
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holder may decide to fence the lease. They submitted that the need for a lease extension was the 
result of poor planning by Bonavista and that the Alexanders should not have to pay the price of 
losing more land and experience the added inconvenience of farming extra field corners as a result.  

[34] The Alexanders were also concerned that the extension would cut into a hill that they estimated as 
increasing in grade from 2 per cent to 11 per cent in a west to east direction through the lease 
extension. They were concerned about the depth of the cut required to extend the lease, the amount 
of earth moving that would be required, and the consequent impact on reclamation and their ability 
to farm around the lease. Bonavista submitted that constructing pad sites on grades of 2 to 11 
per cent was common and executed regularly without major concerns or difficulties. In their 
materials, Bonavista committed to working with the Alexanders on any site-specific concerns 
regarding the hill.  

[35] In their evidence, in response to information requests and to extensive questions during the hearing, 
Bonavista said it had examined a number of possible alternative rig orientations and the use of 
alternative temporary workspaces to consider if the wells could be drilled on the 15-22 site without 
requiring the lease extension. In addition, the hearing was adjourned for several days to give 
Bonavista the opportunity to fully answer further questions asked by the panel.  

[36] To determine the lease size, Bonavista used the following criteria: the size of rig and support 
equipment, regulatory requirements, avoidance of well site proliferation, and safety. Bonavista 
explained that in drilling operations, rig orientation is typically determined by the catwalk flare 
direction. In its preferred orientation, the catwalk flare would be placed to the south and would 
require a 30 m by 150 m extension along the south end of the east edge of the 15-22 site to allow for 
a 50 m flare setback from the well centres, as required by Directive 036: Drilling Blowout 
Prevention Requirements and Procedures. 

[37] Bonavista was asked if the wells could be drilled directly south of the existing wells, taking into 
consideration the necessary distances for flaring and other setbacks. Bonavista responded that this 
could be possible, but because the generators are on the back end of the rig, the rig would have to be 
25 m from the existing well centres. The two new well centres would then have to be located 
considerably further south and a south extension to the lease would be required—one that would 
extend into an existing yard and require removal of trees.  

[38] Bonavista stated that reorienting the rig with the catwalk flare line to the north would result in the 
majority of the rig layout being placed over the existing wells and facilities and a larger lease 
extension would be required to the east.  

[39] Bonavista pointed out that moving the catwalk flare to the west would create problems with support 
equipment placement and traffic routes. Complying with setback requirements would then require 
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positioning the east end of the rig too close to the topsoil pile, which would make supporting 
equipment placement and a safe traffic route impossible. Bonavista stated that placing the rig with 
the catwalk/flare line to the west would require an even larger extension on the east side. 

[40] In response to questions about moving the catwalk flare to the east, Bonavista stated that the result 
would be a rig orientation that would be too close to soil piles. In addition, some equipment and 
product handling would take place over top of, and create a congested area around, the existing 
infrastructure.  

[41] Bonavista was asked if the proposed wells could be drilled closer together than the planned 20 m. 
Bonavista responded that because of its intention to use a Savanna 638E drilling rig (Savanna rig) 
placing the wells closer would make it difficult to move around the first well centre when drilling the 
second well.   

[42] A number of alternate pipe rack configurations were explored during the hearing, including placing 
one pipe rack on each side of the catwalk during drilling. In response to questioning, Bonavista 
stated that the alternatives proposed would not be effective as operators would have limited access to 
the pipe racks during drilling. Bonavista stated that if the catwalk flare was placed to the east, 
Bonavista would require all but 3.3 m of the lease extension to allow for safe equipment 
maneuvering for pipe handling. In addition, this orientation would place the pipe racks immediately 
adjacent to the south soil piles, which would prevent access for loading.   

[43] Bonavista said it would use a Savanna rig, with a footprint of 26.5 m by 86.7 m. Bonavista was 
asked if it had considered using a drilling rig with a smaller footprint than the Savanna rig. It said 
that to successfully mitigate risk and to execute the drilling program, it would need the Savanna rig, 
which is a double class rig and meets the requirements for drilling the wells. Bonavista stated that a 
super single rig would not provide the required pump and hoisting capacity. Bonavista conducted an 
assessment of rigs used in Glauconitic horizontal wells completed in the Willesden Green field wells 
and found specification data available on 191 of the 228 wells. Bonavista provided evidence that 92 
per cent of these wells were drilled using a double class rig. No other parties provided evidence 
about other rig types that could be used. 

[44] Bonavista was asked about suspending wells and reducing setbacks. Bonavista stated that it 
understands from the AER’s directives that suspending one or more of the wells while drilling the 
new wells does not serve to reduce, alter, or suspend the setback requirements. Its understanding is 
based on the fact that the setbacks reference distances from a well and that there is no requirement 
that the well be a producing well. 

[45] Bonavista explored various possible setback variances as a solution to eliminate the need for the 
extension and it asserted that regulations were in place for a good reason and that Bonavista strived 
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to adhere to regulations. Bonavista asserted relaxations may be sought to mitigate safety or 
environmental risks but not for the purpose of minimizing the requested pad site extension, 
particularly as the proposed wells and drilling plan met AER regulatory, safety, and operational 
requirements.    

[46] The Alexanders submitted that if the lease extension was required, an alternative should be a lease 
extension in the form of a temporary workspace and not a permanent extension of the lease. 
Bonavista stated that although the wells would be on the existing lease site, the lease extension may 
be needed in the future to accommodate servicing equipment. A temporary workspace would not 
work for Bonavista because it would not have the right to access the wells through the extension to 
perform necessary service work. Access would have to be negotiated with the landowner when 
timing may be critical.   

[47] Bonavista submitted that following drilling, interim reclamation would be completed on the pad site. 
It pointed out that the Alexanders currently farm around the teardrop area on the existing lease and 
Bonavista estimated that the increase in the teardrop size to accommodate the two new wells would 
have only a small additional impact and would allow the Alexanders to continue farming in much the 
same way as they do currently.  

[48] Mr. Alexander stated that the partial reclamation practices previously undertaken by Bonavista were 
beneficial in the long run. He further stated that the Alexanders would be able to seed the balance of 
the lease to grass, or crop it and farm around the resulting teardrop.  

[49] In the Alexanders’ submissions, they presented evidence of two other surface locations where 
multiple wells had been drilled: the Apache lease and the ConocoPhillips lease. The Apache lease 
located at LSD 02-19-041-05W5M (2-19) had four wells and the Alexanders estimated the lease size 
as 120 m by 200 m. The ConocoPhillips lease with three wells located at LSD 15-17-041-05W5M 
(15-17) was estimated by the Alexanders to be 115 m by 180 m. The view of the Alexanders was 
that there were other lease sites in the area with the same approximate size as the current 15-22 site 
that accommodated 3 or 4 wells.  

[50] Bonavista presented evidence that on a per well basis, including the extension and the two new 
wells, the Bonavista 15-22 site would be 102 per cent the size of the Apache 2-19 site and 80 
per cent the size of the ConocoPhillips 15-17 site.  

[51] The panel accepts Bonavista’s evidence that the Savanna rig meets Bonavista’s requirements to drill 
the wells. This type of rig has been used in the majority of similar wells drilled in this area. 
Bonavista stated that limitations of the possible configurations and orientations of a Savanna rig 
restrict the ability to drill the wells without the lease extension. The panel is satisfied that Bonavista 
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has demonstrated through extensive evidence that the licenced surface location of the wells will 
require the lease extension to meet safety and regulatory requirements to drill the wells. 

[52] The panel is satisfied with Bonavista’s commitments to mitigate the Alexanders’ concerns regarding 
reclamation and farming and finds that Bonavista’s proposal to partially reclaim the pad site and the 
resulting small extension to the teardrop around the facilities will allow the Alexanders to continue 
farming in much the same way as they do currently.   

[53] The panel is satisfied that Bonavista requires the lease extension on a permanent basis to 
accommodate access for future servicing. Bonavista has stated that its plans are to partially reclaim 
the lease and that it does not plan to fence the lease. Based on the evidence, the panel finds that the 
impact to the Alexanders as a result of a permanent rather than a temporary lease extension will be 
minimal. 

What Landowner Impacts Resulting from the Wells were Identified During this 
Proceeding? 

[54] The Alexanders and the Mandervilles presented evidence relating to their concerns about the new 
wells on the 15-22 site, which included:  

• the impact of the project on their road from increased traffic, 

• the potential effects on water wells, 

• noise and light effects from the project during construction, and 

• the esthetic impact of the project and potential impact on property values. 

Traffic and Road Conditions  

[55] The 15-22 site is accessed by an approach off a county road allowance, described by landowners as a 
machinery road, and intersects with Highway 761.  

[56] Landowners stated that the county road allowance was developed in stages by them and that it is not 
maintained by the county. Residents who use the road for access are responsible for grading, snow 
clearing, and general maintenance. They indicated that no drainage is in place from the north side of 
the road and that during wet conditions water drains over the road.  

[57] The Mandervilles stated that extra traffic and heavy duty equipment during and after the construction 
of the existing wells has affected the road conditions. They stated that during construction, mud was 
tracked off the lease and onto Highway 761 and that they had difficulty accessing their property—
even with a four-wheel drive vehicle.  

[58] Ms. Bouvier stated that the amount of traffic during the construction of the existing wells was a 
nuisance, caused ruts and holes in the road, and made access challenging for her business customers.  
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[59] Bonavista submitted that it strives to ensure public roads are treated respectfully and managed and 
maintained properly. Site-specific concerns during the drilling and completion operations when 
traffic is most intense can be addressed through initiatives such as speed restrictions and traffic 
restrictions during school bus and community gathering hours. During early planning phases, 
Bonavista said that it consults with the county and considers both provincial and county road 
restrictions, road conditions, and weather. It also meets conditions specified by Alberta 
Transportation and Clearwater County. Bonavista confirmed that there is a culvert installed on the 
access road to the 15-22 site.  

[60] Mitigations suggested by the landowners include having Bonavista construct the wells during frozen 
conditions, keep the road clean during construction, put additional gravel on the road after 
construction, and provide landowners with information for direct contact with Bonavista staff 
responsible for road concerns.  

[61] Bonavista acknowledged the concerns expressed by landowners about difficult road conditions and 
committed to work with landowners to determine timing and strategies to mitigate road concerns and 
to provide landowners with direct contact information for the construction supervisor.  

[62] The AER does not have requirements for and does not regulate county road use. The panel expects 
that landowner road concerns can be addressed through Bonavista’s practice of working with the 
county and its commitment to communicate directly with landowners on road mitigation issues.  

Water Wells 

[63] The Mandervilles were concerned about potential effects on their water well from the drilling and 
construction of Bonavista’s wells at the 15-22 site. They also stated they were opposed to integrity 
testing of their well because they feared possible cross-contamination from water well testing 
equipment.  

[64] Bonavista stated that during the notification and consultation process, it identifies domestic water 
wells within a 500 m radius of a project. Landowners are consulted and Bonavista’s standard 
practice is to have a baseline quantity and quality test completed by a qualified third party.  

[65] Bonavista submitted that their drilling practices minimize the potential to impact domestic water 
wells and that it completes a surface casing depth design in accordance with AER Directive 008: 
Surface Casing Requirements. Bonavista stated that for the first 400 m in depth, which it stated is a 
depth deeper than that for domestic water wells, it uses water-based drilling fluid, sets a surface 
casing string, and then cements to the surface. The intermediate hole section is also drilled with a 
water-based drilling fluid and the intermediate casing string is also cemented. After the drilling of 
the lateral section, an additional lined system is run into the well.  
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[66] Bonavista said that it does not complete post-water-well testing unless a landowner identifies a 
concern. When landowners identify concerns, Bonavista noted that it has the well tested and viewed 
against baseline information. If it finds that impacts have occurred as a result of operations, it meets 
its regulatory obligations to fix the problem. Bonavista stated that it remedies problems at its sole 
cost, which includes drilling a replacement water well if necessary.  

[67] Bonavista stated that it engages a company for water well testing and that this company has stated to 
Bonavista that its testing is completed by qualified professionals with procedures and processes in 
place for tool handling and cleaning. Bonavista indicated that it has confidence in its process and is 
committed to understanding the Mandervilles’ concerns related to water well testing.  

[68] The panel finds that Bonavista’s practice to protect domestic water wells during drilling meets AER 
requirements. The panel finds that Bonavista’s protocols to test domestic water wells in the vicinity 
of a proposed project, its use of a qualified third party for testing purposes, and its proposed follow-
up in the event of potential concerns sufficiently addresses the water well concerns raised by the 
Mandervilles.  

Noise and Lights 

[69] Ms. Bouvier stated that noise during the construction of the existing wells prevented the Bouviers 
from keeping their windows open. The Mandervilles expressed concerns about possible sleep 
disturbance as a result of noise and lights during the construction of the wells.  

[70] Bonavista stated that the Savanna rig is an AC diesel/electric rig. Internal combustion engines are 
limited to the generator buildings, which then power electric driven motors. Sound attenuation would 
be provided by hospital grade mufflers, which are installed on the Savanna rig generators.  

[71] Bonavista submitted that lights are required for the drilling and completion operations and that it 
could make attempts to mitigate light concerns by attempting to direct lights away from residences.  

[72] The panel notes AER Directive 038: Noise Control contains requirements for noise control of 
operations and facilities, but it is not applicable to construction noise. The directive does suggest that 
licensees attempt reasonable mitigation to reduce noise impacts during construction by advising 
nearby residents of significant noise-causing activities, scheduling these events to reduce disruption, 
and ensuring that internal combustion engines are fitted with appropriate muffler systems. Licensees 
are also encouraged to respond to and manage valid complaints appropriately. Compliance regarding 
drilling and servicing activity is evaluated on a complaint basis only, and is initially assessed by the 
local AER field centre. 

[73] The panel recognizes that noise and lights can be an issue for those who live in the vicinity of oil and 
gas development. The panel notes that noise and light impacts from Bonavista’s construction, 



Bonavista Energy Corporation, A Regulatory Appeal of Two Well Licences and an Application for a Pipeline 

12 2017 ABAER 001 (January 23, 2017) Alberta Energy Regulator 

drilling, and completion activities will be temporary. The panel is satisfied with Bonavista’s 
proposed mitigations and its commitment to work with landowners.  

Visual Impacts and Property Values  

[74] Landowners expressed concerns about the visual impact of the proposed project. Ms. Bouvier stated 
that during the construction of the existing wells, customers had difficulty seeing her business sign 
because of the height of the embankment. The Alexanders expressed their preference that the 
existing and new wells be in a line to provide a neat and appealing appearance on the 15-22 site. The 
Mandervilles were concerned about the impact of the proposed project on their view, stating that 
although Bonavista had planted twelve spruce trees along the fence line as a screen following 
construction of the existing wells, the trees had not grown enough to provide an adequate visual 
barrier.  

[75] Bonavista submitted that it understands that the trees along the Mandervilles’ property were planted 
when the existing wells were drilled. Ten-foot blue spruce trees were requested by the Mandervilles 
and were provided by Bonavista. Bonavista stated that it is prepared to discuss other trees or address 
the visual impacts in some other fashion with the Mandervilles. Bonavista also stated it would 
discuss with Ms. Bouvier the concerns about her sign.   

[76] The AER does not have specific requirements for visual impacts of oil and gas facilities. The panel is 
satisfied with Bonavista’s commitment to work with the Mandervilles on this matter.  

[77] The panel notes that the Mandervilles also had general concerns about the potential negative impact 
on the value of their property as a result of the visual impact of the two wells; however, they did not 
present evidence on this matter.  

[78] The panel recognizes that landowners have concerns regarding property values. However, the AER 
emphasizes that matters of compensation, such as property values, are not within the AER’s 
jurisdiction.    

Did the Applicant Meet the Requirements for Stakeholder Engagement for the Project? 

[79] Directive 056 requires companies to develop an effective participant involvement program that 
includes parties whose rights may be directly and adversely affected by the nature and extent of the 
company’s proposed project and who have known concerns with the project. A goal of Directive 056 
is that companies and stakeholders engage effectively so that issues may be identified early and 
problems solved or mitigation plans made on the basis of meaningful collaboration between the 
parties. The onus is on all involved to use reasonable efforts to participate in a manner that enables 
an effective and informative process. 
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[80] It appears to the panel that, prior to the hearing, Bonavista and the Alexanders had been unable to 
resolve and address concerns related to the proposed wells. During the hearing, landowner concerns 
relating to the wells were raised and thoroughly discussed. Bonavista responded and agreed to meet 
with landowners to more completely understand concerns and determine appropriate mitigations. 
Bonavista also made a number of commitments (see appendix 2) to directly deal with landowner 
concerns. During the hearing, Mr. Alexander gave credit to Bonavista for its practice of partially 
reclaiming the lease and not burying top soil.  

[81] The panel hopes that the parties have turned a corner in terms of communication and that the 
concerns discussed and the mitigations proposed during the hearing are an indicator of a more 
productive relationship. 

What is the Need for the Pipeline and does it Provide for the Efficient and Orderly 
Development of Alberta’s Oil and Gas Resources? 

[82] In its application binder, Bonavista submitted that its existing two wells on the 15-22 site with 
bottomhole locations at 2-22 and 3-22 currently flow through a 168.3 mm (6-inch) pipeline to a 
compressor station at LSD 11-22-041-05W5M (11-22) at a pressure of 650 kilopascals (kPa). 
Drilling two new wells at the 15-22 site and flowing all four wells through the existing pipeline 
would require some gas to be redirected into a different gathering system and to another compressor 
at LSD 03-28-041-04W5M (3-28) due to compressor capacity restraints at the 11-22 compressor.  

[83] Based on Bonavista’s pipeline modelling, redirecting some of the volumes would still result in a 
pressure increase of about 400 kPa at the surface at the 15-22 site. Bonavista submitted that the 
pressure increase would be above optimal operating conditions and result in lower gas rates from the 
existing wells.  

[84] Bonavista noted that building a new 114.3 mm (4-inch) pipeline from the 15-22 site to the 11-22 
compressor would allow the existing wells to flow through the new 4-inch pipeline and remain in the 
current gathering system at similar-to-current operating conditions. The two new wells would flow 
through the existing 6-inch pipeline into the 3-28 gathering system. 

[85] The Alexanders submitted that the existing 6-inch pipeline from the current 15-22 site had been 
installed only three years ago for the production of the 15-22 wells. They pointed out that the 
proposed pipeline would have the same beginning and end points as and would run parallel to the 
existing line. They submitted that they were concerned with the proliferation of oil and gas facilities 
in their area and believed that the need for a second pipeline reflected poor planning by Bonavista. 
The Alexanders wanted to minimize the linear footprint on their land.  

[86] Bonavista stated that current gas throughput at its existing 11-22 compressor station was about 
260 thousand cubic metres per day (103 m3/d), and that its capacity was about 350 103 m3/d. It said 
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that it expected the two new wells to begin production at a rate of about 100 103 m3/d per well. 
Producing all four wells through the existing 6-inch pipeline would result in about 460 103 m3/d of 
gas, which would be greater than the 11-22 compressor’s capacity. As a result, some gas would have 
to be diverted and routed to an alternate compressor station at 3-28. This would result in higher 
pipeline operating pressures and a reduction in production rates at the 2-22 and 3-22 wells from 
17 103 m3/d to 11 103 m3/d. 

[87] Bonavista was asked how much it expected well production rates for the two proposed wells to 
decline. Bonavista provided a production volume chart, which projected that the two new wells 
would produce approximately 200 103 m3/d initially, but that production volumes would drop 
significantly and that the drop would begin almost immediately. Production volumes would decline 
to approximately half (100 103 m3/d) within about six months and would continue to fall at a more 
gradual rate after that. The panel notes this suggests that within six to seven months, production rates 
would fall to the point that all gas produced by the four wells could be managed by the compression 
facilities at the 11-22 compressor station.   

[88] Bonavista was asked to explain the economics of constructing a new pipeline, considering that the 
production volumes from the two existing wells would be reduced by approximately 6 103 m3/d. In 
response, Bonavista projected that the loss of revenue during the seven month period when 
production from the two original wells would be backed out would be $165 984. Bonavista noted 
that since its capital estimate for the new 4-inch pipeline would be $120 000, its project payback 
would be achieved in approximately five months. Bonavista stated that for production optimization 
capital expenditures, it considers a project viable if payout occurs in less than six months.   

[89] Counsel for the Alexanders argued that the estimated $46 000 in delayed revenue to Bonavista would 
not justify the cost to the Alexanders of having a second pipeline across their land and asked that the 
panel deny the pipeline application.  

[90] As part of its economic analysis, Bonavista commented that it anticipates that there could be 
additional drilling in the area, which could create greater gas backout in the future.   

[91] In response to questions about further linear disturbance, Bonavista stated that the existing right-of-
way (ROW) for the 6-inch pipeline is 15 m. Bonavista proposed taking an additional 5 m ROW for 
the proposed 4-inch pipeline, as it would use the existing ROW from the 6-inch pipeline for 
temporary workspace. 

[92] The panel finds that due to the rapid reduction in production volume expected to occur from the 
proposed new wells, the need for extra pipeline capacity is relatively short-lived. Within six to seven 
months, production rates will decline enough to eliminate the need for an additional pipeline to 
handle production from the four wells at the 15-22 site. Having the additional pipeline available 



Bonavista Energy Corporation, A Regulatory Appeal of Two Well Licences and an Application for a Pipeline 

Alberta Energy Regulator 2017 ABAER 001 (January 23, 2017) 15 

would minimally expedite production of the resources. The panel also notes that Bonavista, when 
asked, did not provide evidence that reserve recovery would be hindered by the short-term deferral, 
so the panel finds that the production volumes are not lost, but have been merely deferred for later 
realization.   

Conclusion  

Regulatory Appeal  

[93] The principal question the panel was asked to determine in this regulatory appeal was whether the 
lease site extension was required. In answering that question, the panel first determined that the wells 
are needed and that the 15-22 site is the optimal surface drilling location. 

[94] Extensive evidence was provided to convince the panel that the extension is required by Bonavista. 
In making its decision on the regulatory appeal, the panel carefully considered the effects on 
landowners. Based on the evidence, the panel finds that Bonavista’s proposed mitigation measures 
sufficiently address the impacts on landowners and the panel is satisfied that any residual impacts are 
minimal. Therefore, the AER confirms its decision to issue Bonavista’s well licences 476069 and 
476070, which were the subject of the regulatory appeal (proceeding 1857984). 

Pipeline Application 

[95] The panel finds the need for extra pipeline capacity to be relatively short lived. The short-term 
economic advantage to Bonavista does not justify the impacts to landowners created by the 
additional disturbance to their lands. 

[96] The panel also does not expect the absence of an additional pipeline to strand resources or prevent 
the eventual production of those resources. Some production would be deferred for several months. 
However, within several months, it is expected that production from all wells would continue 
unhindered. The panel finds that the modest increase in revenue in the short term, as provided by the 
second pipeline, is not a compelling reason to install the second pipeline in the face of the 
Alexanders’ opposition.   

[97] The panel notes that Bonavista’s need for the proposed pipeline for possible future projects is 
speculative and Bonavista can apply for a future pipeline project, without prejudice. Therefore, the 
AER denies Bonavista’s application 1833192 for a pipeline. 

Dated in Calgary, Alberta, on January 23, 2017. 
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Alberta Energy Regulator 

 
 

<original signed by> 

B. McNeil 
Presiding Hearing Commissioner 

 

<original signed by> 

B. T. McManus 
Hearing Commissioner  

 

<original signed by> 

J. Preugschas 
Hearing Commissioner 
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 Hearing Participants Appendix 1

Principals and Representatives 
(Abbreviations used in report) Witnesses 

Bonavista Energy Corporation (Bonavista) 
 P. Quinton-Campbell 

S. W. Shimek 

P. and P. Alexander 
 G. S. Fitch 

 

S. and K. Manderville 
 J. West  

 

L. Bouvier  

Alberta Energy Regulator staff 
 R. Mueller, AER Counsel  
 T. Wheaton 
 L. Olsen 
 D. Grzyb 
 M. Xhaferllari 
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 Summary of Commitments Appendix 2

The AER notes that Bonavista has made certain undertakings, promises, and commitments (collectively 
commitments) to parties involving activities or operations that are not strictly required under AER 
requirements. These commitments are separate arrangements between the parties and do not constitute 
conditions to the AER’s confirmation of the well licences. The AER expects Bonavista to comply with 
commitments made to all parties. The commitments that have been given some weight by the AER are 
summarized below:  

1) Bonavista will work with landowners to determine timing and strategies to successfully mitigate 
potential road concerns during drilling and completion operations and will provide landowners with 
direct contact information for the construction supervisor.  

2) Bonavista will use a drilling rig with positive air shutoff on the generator engines.  

3) Bonavista will continue dialogue with the Mandervilles’ about their water well concerns.  

4) Bonavista is prepared to discuss with the Mandervilles what can be done to plant other trees or 
address esthetics in some other fashion. 

5) Bonavista will discuss with Ms. Bouvier her concerns about her sign.   

 



Bulletin 2017-02 

 

January 19, 2017 

Invitation for Feedback on Draft Revision of Directive 085: Fluid Tailings 

Management for Oil Sands Mining Projects 

The Alberta Energy Regulator (AER) released Directive 085: Fluid Tailings Management for Oil Sands 

Mining Projects on July 14, 2016, and committed to releasing an updated version of the directive in 2017. 

The AER is inviting public feedback on the updated draft directive.   

To update the directive, the AER reconvened the original multistakeholder technical advisory committee 

(TAC), which is made up of representatives from the oil sands industry, environmental nongovernmental 

organizations, First Nations, Métis, the Municipality of Wood Buffalo, and the AER.  

The key changes in the draft directive are as follows:  

 Section 10 – Added wording to ensure consistency with Integrated Compliance Assurance 

Framework (ICAF), Manual 13: Compliance and Enforcement Program, and the Government of 

Alberta’s Tailings Management Framework. This section focuses on managing tailings performance 

through annual reporting and proactively identifying the potential for threshold exceedance and 

noncompliance. 

 Section 11– Added new section on public education and awareness, which sets out the AER’s 

commitment to work with the oil sands industry, indigenous communities, and other stakeholders to 

enhance Albertans’ understanding of fluid tailings management and progress towards reclamation 

outcomes. 

 Section 12 – Addressed the Government of Alberta’s expectation that the AER review tailings 

management plans every five years to ensure that the tailings profiles and thresholds align with 

projections and reflect current technology, new knowledge, and continuous improvement. 

Administrative changes have been made to the other sections to ensure consistent terminology.  

The draft directive is available on the AER website at www.aer.ca under Rules & Directives > Directives 

> Draft / Open for Comment. Printed copies can be purchased from AER Order Fulfillment, Suite 1000, 

250 – 5 Street SW, Calgary, Alberta T2P 0R4; telephone: 403-297-8311 or 1-855-297-8311 (toll free; 

option 0); fax: 403-297-7040; email: InformationRequest@aer.ca. 

https://www.aer.ca/documents/manuals/Manual013.pdf
https://www.aer.ca/documents/manuals/Manual013.pdf
https://www.aer.ca/documents/manuals/Manual013.pdf
http://aep.alberta.ca/lands-forests/cumulative-effects/regional-planning/documents/LARP-TailingsMgtAthabascaOilsands-Mar2015.pdf
http://www.aer.ca/
mailto:InformationRequest@aer.ca
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Feedback or questions on proposed revisions should be sent by email to tailingsdirective@aer.ca. A 

comment form is available on the Directive 085 page of the AER website. Feedback will be accepted until 

March 24, 2017.  

All feedback received will be reviewed by the AER and TAC members and may be used in finalizing the 

directive. All of the comments provided through this consultation will form part of the public record, and 

any comment received may also be attributed to the specific individuals providing it. Personal 

information provided with comments will be collected, used, and disclosed in accordance with the 

Freedom of Information and Protection of Privacy Act. We may use the personal contact information you 

provide to follow up with you regarding your feedback. 

 

<original signed by> 

Cal Hill 

Executive Vice President 

Strategy & Regulatory Division 

 

mailto:tailingsdirective@aer.ca


Bulletin 2017-01 

January 5, 2017 

Enhancements to Licensee Liability Rating Program 

The Alberta Energy Regulator (AER) has enhanced the Licensee Liability Rating (LLR) program by 
collecting additional well information throughout the lifecycle of a well, specifically tubing and artificial 
lift1 information. This information will improve the categorization of wells for the purposes of calculating 
abandonment liability. 

Under Directive 011: Licensee Liability Rating (LLR) Program, Updated Industry Parameters and 
Liability Costs, it suggests the AER categorizes well abandonment based on the presence of tubing and 
artificial lift. As the AER does not currently collect information specific to artificial lift and tubing, 
licensees will have the opportunity to voluntarily submit this information. 

Beginning January 13, 2017, licensees can submit artificial lift and tubing information to the AER via 
form 025. 

• Form 025, consisting of the declaration and well data file, along with instructions, is at aer.ca > Data 
& Publications > AER Forms > Liability Management Forms (http://www.aer.ca/data-and-
publications/aer-forms/liability-management-forms). The submission must be emailed to 
WellDataServices@aer.ca with “LLR Well Data Disclosure [BA Code]” in the subject line. 

• Shallow gas licensees who previously submitted tubing information are not required to resubmit 
unless the information provided previously needs to be updated.  

Submissions need to be received by the AER before February 2, 2017, for the liability assessments to be 
recalculated and considered in the February Liability Management Rating (LMR). After this date, 
licensees may continue to make submissions that will be used in subsequent LMR recalculations. 

The AER will use the submitted information to properly categorize wells and recalculate abandonment 
liabilities. Licensees must retain and provide to the AER, on request, information that verifies the 

1
 Artificial lift is a process that uses, on wells, equipment that may include pumps and rods that apply a source of energy to help 

bring fluids to the surface. Artificial lift is referenced as tubing and rods in Directive 011: Licensee Liability Rating (LLR) Program, 

Updated Industry Parameters and Liability Costs.  

 

 

                                                      

http://www.aer.ca/data-and-publications/aer-forms/liability-management-forms
http://www.aer.ca/data-and-publications/aer-forms/liability-management-forms
mailto:WellDataServices@aer.ca


 

accuracy of tubing and artificial-lift information provided in the declaration. Should the wells be altered 
to include or remove tubing or artificial lift, the licensee is required to resubmit form 025 to the AER 
within 30 days of the change. 

Questions about this bulletin may be directed to the Pro-Active Lifecycle Management Team of the 
Closure and Liability Branch by phone at 403-297-3113, or by email at LiabilityManagement@aer.ca. 

 

Mark Taylor 
Vice President 
Closure and Liability Branch 
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Bulletin 2016-33   

December 20, 2016 

Amendments to Directive 013: Suspension Requirements for 
Wells  

The purpose of Directive 013: Suspension Requirements for Wells (Directive 013) is to maintain 
the long-term integrity of a well in order to protect public safety and the environment. 

Suspension is a step in the life-cycle management of wells that comes before abandonment and 
reclamation certification. It ensures that an inactive well is in a safe state. The Directive 013 
changes are expected to enhance regulatory compliance with well suspension requirements 
without compromising effective regulation of inactive well integrity or environmental protection.  
The revisions are intended to identify all inactive wells regulated under Directive 013 and move 
them into suspension or abandonment states. 

The following revisions to Directive 013 will be in effect December 20, 2016: 

• The method by which compliance deadlines are calculated in section 2.1 is changed to 
provide more efficient and integrated regional approaches to managing inactive wells: 

− Suspension deadline—the suspension deadline date is to be 12 months after the inactive-
status date. 

− Inspection deadline—the deadline for inspections will be calculated based on the 
inspection due date in the AER’s Digital Data Submission System (DDS). All inspection 
deadlines will be moved from a specific date to the end of that calendar year. For example, 
an inspection deadline date of July 13, 2016, would be moved to December 31, 2016. 

• The requirements for changing a high-risk well to medium or low risk are to be included in 
section 2.2 to clarify an existing process. 

• For inactive cavern wells, the licensee would submit a nonroutine application to the AER for 
the suspension of the well and cavern (section 3.2). 

• Suspension requirements are amended to provide consistency between well risk types and to 
align with AER Directive 020: Well Abandonment requirements: 

− For downhole well suspension, nonsaline water or inhibited (noncorrosive) fluid is to be 
used in the wellbore, and the top two metres of the wellbore must be filled with a 
nonfreezing fluid (sections 3.1.1, 3.2.1, and 3.3.1). 

 



 

− Pressure testing of low-risk type 1 wells is not required for the purpose of initial 
suspension nor at the time of ongoing inspections (section 3.1.1). 

• Changes in reactivation criteria are provided in section 4 to align with operational practices 
for low productivity producing wells and for intermittently used injection wells. 

− For a well to attain active status and to be reactivated on DDS, it would report volumetric 
activity for at least one hour per month for three consecutive months. 

− Pressure testing casing or tubing for the reactivation of a well is not required if the initial 
well suspension was completed less than 12 months prior to reactivation. 

• Unclear or conflicting definitions to be clarified: 

− The critical sour well definition from Directive 056: Energy Development Applications 
and Schedules is used (section 1.2). 

− The H2S-level discrepancy between low- and medium-risk well definitions (section 3.1) is 
eliminated. 

− “Noncritical sour cased wells” is clarified to mean “cased-hole wells that are not critical 
sour” for low-risk wells (section 3.1). 

− All low-risk wells inactive for more than 10 years are to be moved to the medium-risk well 
category (section 3.2). 

The inactive-well licence list has been available to all stakeholders on the Directive 013 page of 
the AER website since March 1, 2016.  It includes all the inactive wells in accordance with 
Directive 013, and it is automatically updated daily. 

Directive 013 is available on the AER website, www.aer.ca. Printed copies of the directive can be 
purchased from AER Information Product Services, Suite 1000, 250 – 5 Street SW; telephone: 
403-297-8311 or 1-855-297-8311 (toll free); fax: 403-297-7040; e-mail: infoservices@aer.ca. 

 

<original signed by> 

Kirk Bailey 
Executive Vice President 
Operations 
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