
 

 

 

 

 

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 January 10, 
2019 at the Lakedell Ag. Centre (Hall B) with Paul McLauchlin acting as Facilitator.  
 

CALLED TO ORDER: 
Paul called the meeting to order at 7:00 pm. 
 

Agenda 

• Introductions 

• Review of Minutes  

• Follow-up Action Items 

• AER Updates 

• Industry Updates 

• Community Updates  

• Next Meeting 
 

ATTENDANCE: 
In attendance were {7} residents, { 6 } industry representatives and government officials. 
(See the attached list.) 
 

Review of Minutes: 
 

 
Follow-up Action Items: 
 
Baytex: 

• The 6-22 abandoned injection well would be followed up on for a planned 
reclamation schedule 

• AER Methane reduction strategies to drop by 45%. Share if Baytex is meeting those 
strategies.  

• Change signs from Raging River to Baytex. 

 
 
AER Update: Darcy Allen 
January 10, 2019  

http://synergyalberta.ca/group/battle-lake-watershed-synergy-group


 

 

 
Upon expiration of Gerry Protti’s term, Sheila O’Brien is new Chairman of Board of Directors 
of AER. 
 
No decision from Supreme Court of Canada yet on Redwater Appeal. 
 
Annual Public Opinion Survey running Jan 2-31, 2019 by Leger Marketing.   
 
New Executive VP Stacey Schorr (formerly GOA), replacing Jennifer Steber (retired).   
 
Jim Ellis resigns as AER president and Chief Executive Officer 
The Alberta Energy Regulator (AER) announced today that Jim Ellis, president and Chief 
Executive Officer, will resign from the organization, effective January 31, 2019. Mr. Ellis 
joined the AER in 2013 as the first CEO for the newly-formed regulator. 
 
Gordon Lambert to serve as Interim CEO of the Alberta Energy Regulator 
The Board of Directors of the Alberta Energy Regulator (AER) has announced that Gordon 
Lambert has been appointed as interim President and CEO while the board conducts a 
search for a permanent CEO. Mr. Lambert’s appointment takes effect December 1, 2018 
 
Panel to address issues from production curtailment 
The Alberta Energy Regulator (AER) has worked with the Government of Alberta to 
establish a Production Curtailment Issues Panel. The panel will consider written 
submissions from potentially impacted operators regarding unintended consequences that 
result from production curtailment rules. 

• Industry must cutback- 325000 barrels/day cutback (8.7% reduction on current 
production) until crude oil reserves get down to a manageable level, at which point 
the cutback amount will be reduced to 190000 barrels/day.  Order in Council expires 
Dec 31, 2019. 

• Producers of 10,000 barrels/day or less will not be subject to cutback 

• Mixed reaction from Industry, some welcome the order, some do not. 
 

Syncrude pleads guilty to great blue heron deaths, ordered to pay $2.75 million 
Syncrude has been ordered to pay $2.75 million in federal and provincial penalties for the 
deaths of 31 great blue herons found at the Mildred Lake oil sands mine north of Fort 
McMurray in August 2015. 

• Provincial – APEA: $975,000 administered through Creative Sentencing Program 
managed by AER.  GOA procurement process, AER issues an RFP to general public 
to solicit plans or applications for supporting Creative Sentencing Program.  Public 
and transparent process.  AER lays charges, Courts determine guilt and penalties. 
 

• Federal Statutes – Migratory Bird Act 
 
Question Dave Doze:  What percentage of damage can be determined? Cannot be 
determined, reliant on what is reported to AER. 
  

https://www.aer.ca/documents/news-releases/NR2018-05.pdf
https://www.aer.ca/documents/news-releases/NR2018-06.pdf
https://www.aer.ca/documents/news-releases/NR2018-07.pdf
https://www.aer.ca/documents/news-releases/NR_20190102.pdf


 

 

 
Bulletin 2018-32 
New Edition of Directive 017: Measurement Requirements for Oil and Gas Operations 
 
Bulletin 2018-35 
Government of Alberta Curtails Production 
 
Bulletin 2018-37 
Requirements Aimed at Reducing Methane Emissions Finalized  

• (45%) reduction 

• Directive 60 – new requirements implemented (flaring, incinerating, venting guide) 

• Manual 15 – Estimating Methane Emissions 

• Manual 16 – Develop Fugitive Emissions Management Program 
 
Dave Doze: Eliminate practice of venting?   
 
Guidelines in place within Directive 60. Some allowances for certain industry types and 
scope of developments. 
 
Bulletin 2018-38 
Change in Notification of Primary Recovery Scheme Applications for Well Spacing Within 
the Oil Sands Areas (only for sub-surface spacing requirements)   

• Applicants must still notify landowners and occupants under Directive 56 of any 
applications for surface activities (construction, operation of wells, pipelines and 
surface facilities) 

• Notification of Free-holders falls under Directive 65 (mineral owners) 
 

Bulletin 2018-41 
The Approach to Administering the Remediation Regulation 

• Effective Jan 1, 2019 

• On AER website soon 
 

(See attachments) 
 
Question:  How many Orphan Wells in Alberta, Liability Management Program? 
Darcy:  Orphan Well Association website lists the current assets and the amount of money 
being spent. Numbers fluctuate regularly.   
Liability Management is being looked at internally, to address the concerns between GOA, 
AER and Industry to modify the plan to suite what is happening.  Pursuant to what happens 
in the Redwater appeal.   
Work on a risk basis approach.   
(See Orphan Well Association Annual Report attached) 

Industry Updates: 
 
Baytex: Shane Koss 

https://www.aer.ca/documents/bulletins/Bulletin-2018-32.pdf
https://www.aer.ca/documents/bulletins/Bulletin-2018-35.pdf
https://www.aer.ca/documents/bulletins/Bulletin-2018-37.pdf
https://www.aer.ca/documents/bulletins/Bulletin-2018-38.pdf
https://www.aer.ca/documents/bulletins/Bulletin-2018-41.pdf


 

 

 
From: Shane Koss <Shane.Koss@baytexenergy.com> 
Sent: Thursday, December 20, 2018 9:55 AM 
To: linda@elmatters.com; krooyakkers@county.wetaskiwin.ab.ca; lancec@inplayoil.com; darcy.allen@aer.ca; 
grahamtg@telus.net; billd@rpetroleum.ca; dale.guidi@journeyenergy.ca; dwoitt@county.wetaskiwin.ab.ca; 
davinc@siftonpet.ca; kenk@sbweng.com; mblack.trax@gmail.com; bropipe@xplornet.com; 
sandydavedoze@gmail.com; jenny.kathleen@yahoo.com; bob@desertsunpatios.com; sarahsalterkelly@gmail.com; 
dougt@xplornet.com; bt.kochan@xplornet.com; davisonca@hotmail.com; charlene@charlenesteinke.com; Barret 
Henschel; Tylar Smith; don@mland.ca; 'Dan Braund'; Joanne Brodersen 
Cc: Paul McLauchlin; Shane Koss 
 

Good morning, 
To keep the local community apprised of our operations within the Battle Lake Watershed, 
Baytex wanted to provide the following update.  Over the course of the last five years, and 
glaringly over the last month, the global economic landscape has continued to change 
dramatically; resulting in a period of prolonged low commodity prices. During this time, 
Baytex has maintained a strong focus on costs, worked details, worked with communities, 
made prudent business decisions while maintaining a strong HSE culture. However, we 
remain exposed to the strong headwinds of low commodity prices and market access that 
have impacted our development plans and led to the fluctuation in the capital spending 
program in Canada. These are some of the reasons why providing a long-term plan for this 
exploratory development remains difficult. 
 
What Baytex would like to offer, is an update on our current plans and our near plans.   
 
Baytex recently finished the drilling and completion of two wells off the existing 5-25-46-2 
W5 pad. 

 Both wells were inline tested and were both tied into a temporary incinerator in the event 
it was required. 

 There is a vapor recovery unit on site. 
 The sweet gas is used to run the on-site equipment while the remaining sweet gas is 

shipped east, via existing infrastructure to the Cenovus 13-34-43-28 W4 facility. 
 Baytex is currently trying to secure a pipeline to ship the sweet oil to the existing 2-27-42-

2 W5 facility. 
Unfortunately, until this pipeline is acquired and constructed, Baytex will be shipping sales 
crude to the facility via tanker trucks. 
 
In the first quarter of 2019, Baytex has no drilling plans scheduled within the Battle Lake 
watershed area. 
Plans are subject to change pending oil prices etc.  Baytex encourages consistent and 
meaningful communication between our employees, suppliers, and contractors in the 
communities which we operate. Open lines of communication between our stakeholders 
and us are critical to the success of the program. 
Baytex would like to wish a safe and happy holiday season to you and yours. 
 

• Could go back to 5-9 pad on South side of Lake or possibly 5-25 pad to the NW 

• Spending capital in Texas, rather than Alberta 



 

 

• In the event commodity prices change and if drilling will commence within the 
watershed post breakup, Baytex will make the commitment to wait until after the 
September long weekend, due to summer months being busy recreationally. 

• 4 wells to drill approx.12 miles south of watershed in 44-2 and 45-2 area 

• New pipeline from 5-9 to 4-8.  Noise impact assessment being done at 5-9.  Service 
rig present likely wrapped up by week of Jan 14, 2019 

• Inline test done on 5-25.  Sweet oil being produced.  Baytex tries to utilize all gas 
being produced.  

• Please feel free to contact Baytex with any questions or concerns regarding current 
or future activity.   

 
Question: Which direction will the pipeline go?  
  South and then west, then south to 2-27. 

Equipment was stored at the 2-27 location which is being moved out now.  Follow up 
with grader to keep the road in good condition. 

Question:  Activity in Texas, due to tax? 
Internally, economics, taxation plays a role as well with the new government.  

Question:  Community Engagement – any open houses for one forum for the 
community? 

BLWSG is one forum for the community, not the only engagement tool.  BL region is 
a primary are of activity.  Share learnings via participation in other community 
synergy groups to see what works the best.  Challenge with community feedback not 
wanting any industry presence.   

Dave Doze:  BL provides one forum, however some residents in the area are outside of 
the watershed therefore are unaware of activity, necessitating community consultation 
outside of BLWSG.  Misinterpreted by Baytex as community members requesting 
individual consultation.  Community members want public consultation as a group before 
work begins with residents directly affected by activity.   

Commitment was made with approx. 12 residents on the south side of the lake to 
meet with them.  Concerns to be shared. Appreciate that Dave can lead the 
conversations with industry on behalf of the community members given his 
experience with Synergy. 

     Dave Doze:  What is the problem with the pipeline being built?  
Baytex has had trouble getting access.  A couple locations have obtained survey 
consent, then information was shared that was not quite factual, along with property- 
owners refusal to return calls.  Alternate route has been selected.   

Dave Doze:  Extra expense incurred by tax payers for wear and tear on roads due to 
hauling oil, because one or two landowners do not give consent.  
 Trying to find a solution with landowners for access to land.   

How far can you bore?   
Hundreds of meters still require pipeline easement to cross land.   
Committed to work through issues responsibly to manage the resource and be good 
neighbors in the community. 

Darcy Allen: Community Engagement policy is to use your inherent right to survey? 



 

 

Yes, there are situations where people do not want to engage, seemingly due to 
misinformation.  Synergy groups are beneficial in sharing information amongst 
neighbors.  
Paul:  Mis-information and mistrust presents a prevalent challenge.  Synergy is a 
local solution to local problems.   

 
Sifton Petroleum Inc:  Davin Chandler 
January 9, 2019 
 
We have no planned operations for the first half of the year in the area beyond our day to 
day operations.  We have licensed a second well, 16-17-46-2w5, off of the existing 16-8-46-
2w5 surface location. However, we are not planning on drilling this until possibly the second 
half of the year. 
 
Paul: Advises Davin to call Dave Doze directly upon any email correspondence. 
Cenovus:  Leon Heck 
Activity: January 9, 2019 
 
Cenovus has no activity planned in the watershed or surrounding area. Just regular 
operations. 
 
We will be doing some maintenance work at our main facilities in Westerose and Homeglen 
March 26 – April 19 and June 1-19 this will coincide with the Keyera Rimbey Gas plant 
shutdown 
 
Baytex and Sifton have tied some gas into our 4-8-46-2w5 compressor station. 
 
Other: Cenovus has pulled the entire Clearwater Asset off the sale block so we will be back 
attending the synergy group meetings. 
 
 
InPlay Oil: Lance Chorney 
 
 

Resourceful Petroleum:  Bill Dolan 
 
 
Journey Energy: Dale Guidi 
 
 

County of Wetaskiwin: Dale Woitt 
Road work east of BL next to Hwy13.  Started in the fall, began dry, then weather softened 
it.  Ran out of time but will finish widening, shape the ditches etc.  Will be a nice road when 
finished.  
 

Dave Doze:  Recent grader operator with the county, best service they’ve had in 10 years!  
Appreciate it. 



 

 

Land Consultant: Graham Gilchrist 
Multi-stakeholders Advisory Committee:  Meeting in November result- new language: GOA 
AER Policy Assurance.   
 
New process of regulating formations: several zones or strata within the176 plays in the 
province.  Find overlapping regulation and unique regulation for each play.  Some published 
some in development. 
 
Seen in SOC filed by Indigenous Community is a broadened Definition of directly and 
adversely affected.  Do not have to live next to a well to be directly and adversely affected.   
 
Orphan well and WIPS: if a WIPS gets tagged with an orphan, they must put the cash up 
front for remediation and reclamation first then go to the fund for reimbursement. 
Not every WIP has the cashflow, struggle. 
$235 million loan agreement made between the Government and Province of Alberta for 
orphan wells, first 100 million has been issued, it is in the Orphan Well Association 2019 
budget. 
GOA long term borrowing…approx. loan of $450 million ask identified in the capital markets.  
$30 million Federal donation made to pay interest on loan. 
 
Regulatory Policy framework for Oil and gas development it is inherent that there will be 
degradation to the environment with the issue of the license.  Will not be 100% recovery of 
environment. 
Question: With higher risk would the landowner be compensated accordingly? 
Graham:  Two different conversations but a good conversation.  Under new rules, once 
license is issued the right of entry is issued.  Statement of Concern- compensation 
discussion is separate from AER process. If you are directly and adversely affected, you 
may not be compensated unless facility is on your land.  Private arrangements could be 
made.  Area average gets compensated. 
 
 
 

Community Updates: 
 
Dave Doze: 
 
Was expecting updates from Baytex, those were not met.   
Pipeline is by far better than tank trucks going down the road or rail cars transporting oil.  
Government spending tax dollars to convince the public otherwise is wasteful.   
 
Worry about the risk of fracking strata after strata, criss-crossing each other, the is potential 
for problems.  Government seems addicted to money with little or no responsibility taken. 
Do the maintenance of the pipelines for optimum function and integrity.   
 
Clive Buckley: 
Appreciate the road improvements being done. 



 

 

 
Clive: What is being done to protect expensive equipment or the community from 
environmental terrorism (opening valves on vessels) or theft? Identification of equipment? 
Cameras? 
Shane:  Gates are installed and locked.  It is a challenge, lots of theft.  Attribute to the state 
of the province (drug use).  Community involvement is important, communication 
Thieves find a way around cameras, cut fences, wires.  Brand/stamp batteries, we check 
regularly in Red Deer for them.  Cameras have been used for 20 years and have not 
convicted someone yet. 
Darcy: Sometimes recoveries occur, but difficult to identify owners when disassembled.  
Most success is found with COP programs, Facebook community watch sites, 
communication amongst the community (irregular vehicles).  Reporting is important. 
 
Karl Zajes: 
 
Warburg Surface Rights Group (est.1979) Meetings during winter now cease from 
December to March: Next meeting 2nd Tuesday of the month in March.  Not much activity in 
the area.   
 
Darcy Allen:  Feedback on water session held Nov 13, 2018 with AER water specialists:  
  
Karl: Good information provided, questions were answered, AER did a good job in delivery 
of session, several qualified speakers and Q&A.    
 
Dave:  Does not believe fresh water (surface) should be used in fracking, produced water 
should be used instead.  

 
Karl: Kudos for speakers to present, provided access to the professionals that had the data, 
do the licenses and understand the watershed.  Moving forward it would be better if they 
learn how to speak “farm”, speaking in terms of cubes, meters squared vs. gallons or litres, 
created a disconnect in language. The technical information was very valuable for what 
happens in the process, it was worth having them come out to present. 
Make the terms relevant and meaningful for the listeners.  
 
Darcy: Internally, presenters are technical by trade not necessarily public speaking experts, 
not prepared to be videotaped.  Voice over presentations may be a solution to comfort 
levels, accessible through website or circulate in meetings, FAQ’s, etc.  
Graham: Downside to video is you lose the intelligence brought forth by the experts by 
having the subject matter discussed in real terms relative to the community.  
Communication challenge in how to answer questions.   
Darcy: Looking for a solution to adequately manage the subject matter experts time, to be 
present throughout the province to deliver the information. 
Graham:  Resurrect the GOA Communication School, 2-3-day course every 2-3yrs (public 
speaking, newsletters).  Requirement of your skill set. 
Darcy:  There are some PD courses available however not mandatory currently. 



 

 

Shane: RE fresh water usage -Benefits of having multiple wells off a single pad is it provides 
ability to use less fresh water and maximize produced water usage.  Back to back 
completions allow produced water (flowback) to be used repeatedly to minimize fresh water 
usage. 
Dave: Presentations have a lot of data.  Advisable to a summary of presentations 
accessible to public for later review. 
 
 

Meeting Dates:   
 
May 2, 2019 
September 5, 2019 
November 7, 2019 
 
            
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                   
                                                  
                                               
 

 



 

 

 ATTENDANCE LIST 

 

INDIVIDUAL REPRESENTING 

Paul McLauchlin  Facilitator 

Dave Doze Resident 

Harley McLeod Resident 

Clive Buckley Resident 

Carriann Davison Resident  

Bob Kochan Resident 

Bill Blackmore Resident 

Leon Heck Cenovus 

Dale Woitt County of Wetaskiwin 

Darcy Allen AER 

Graham Gilchrist Consultant 

Shane Koss Baytex 

Karl Zajes Warburg Surface Rights Consultant 

  

  

  

  

  

  

  

 



News Release 

 

 

Jim Ellis resigns as AER president and Chief Executive Officer 

 
For immediate release.  

Calgary, Alberta (November 2, 2018)… The Alberta Energy Regulator (AER) announced today that 

Jim Ellis, president and Chief Executive Officer, will resign from the organization, effective January 31, 

2019. Mr. Ellis joined the AER in 2013 as the first CEO for the newly-formed regulator. 

Mr. Ellis worked with the Government of Alberta and the AER Board of Directors to build the new 

regulator, merging the regulatory functions of the former Energy Resources Conservation Board with 

those of former Environment and Sustainable Resources Development (now Alberta Environment and 

Parks) related to oil and gas development to create a single, full-lifecycle regulator for Alberta. 

“Jim’s leadership and strategic vision has been vital to the launch and growth of the Alberta Energy 

Regulator,” said AER Chair Sheila O’Brien. “He built a new organization from the ground up, ensuring 

that the needs of all stakeholders were embedded in the decision making framework of the AER.” 

Throughout his term as CEO, Mr. Ellis has led a team that focused on initiatives that have delivered more 

than $2 billion in industry savings while protecting public safety and the environment. The AER recently 

announced new regulatory efficiency initiatives to further transform the regulator to better respond to new 

developments in technology and changing stakeholder expectations. 

“The AER is a trusted, effective, and more efficient regulator today because of the leadership of Jim 

Ellis,” added Ms. O’Brien. “The AER Board wishes Jim all the very best in the future and offers our 

gratitude for his service and the legacy he leaves at the AER." 

This decision has been in the planning stages for the past several months. The Board of the AER will 

begin a broad based search for the new CEO immediately to ensure continuity of leadership in the 

organization. 

- 30 - 

For more information, please contact: 

Bob Curran, AER Communications and International Relations 

Phone: 403 297-3392 

Email: media@aer.ca 

Media line: 1-855-474-6356  

NR-2018-05 

mailto:media@aer.ca


News Release 

 

 

Gordon Lambert to serve as Interim CEO of the Alberta Energy Regulator 

 
For immediate release. 

Calgary, Alberta (November 30, 2018)… 

The Board of Directors of the Alberta Energy Regulator (AER) has announced that Gordon Lambert has 

been appointed as interim President and CEO while the board conducts a search for a permanent CEO. 

Mr. Lambert’s appointment takes effect December 1, 2018. 

Earlier this month, Jim Ellis announced his retirement as President and CEO effective January 31, 2019.  

Mr. Ellis will be using his accumulated leave time and his last official day in the office will be  

November 30.  

Mr. Lambert has been engaged at the intersection of the energy business and sustainability for the past 38 

years. He has been a leader in the development of environmentally sustainable practices in the oil sands, 

played a central role in the creation of Canada’s Oil Sands Innovation Alliance (COSIA), has served as 

chair of the Alberta Climate Technology and Innovation Task Force, and on the AER Board of Directors.  

The Board would like to thank Mr. Ellis for his service as founding CEO, and welcome Mr. Lambert to 

his new role. 

- 30 - 

 

For more information, please contact: 

Bob Curran, AER Public Affairs 

Phone: 855-474-6356 

Email: media@aer.ca 

Media line: 1-855-474-6356 

AERNR2018-06 



News Release 

 

 
Panel to address issues from production curtailment 
 

The Alberta Energy Regulator (AER) has worked with the Government of Alberta to establish a 
Production Curtailment Issues Panel. The panel will consider written submissions from potentially 
impacted operators regarding unintended consequences that result from production curtailment rules. 

The panel chair is Stacey Schorr, Executive Vice President of Stakeholder and Government Engagement 
at the Alberta Energy Regulator. 

The panel members include: 

• Mark Taylor, Executive Vice President, Operations, Alberta Energy Regulator 

• Mike Ekelund, Senior Assistant Deputy Minister, Energy Diversification, Alberta Energy 

• Lorne Cannon, former energy industry executive 

• Grant Bishop, Associate Director of Research, C.D. Howe Institute 

The panel will work with the Explorers and Producers Association of Canada and the Canadian 
Association of Petroleum Producers to funnel submissions relating to unintended consequences of the 
curtailment policy from their members and accept written submissions from non-members. Submissions 
can be sent to curtailment@aer.ca.  

The panel will report to the AER’s president and CEO who will provide advice to the Deputy Minister of 
Energy.  

- 30 - 

For more information, please contact: 

Cara Tobin, AER Communications and International Relations 
Email: media@aer.ca 
Media line: 1-855-474-6356 

 

AERNR2018-07 

mailto:curtailment@aer.ca


News Release  

 

 

Syncrude pleads guilty to great blue heron deaths, ordered to pay $2.75 
million  

 
For immediate release.  

Fort McMurray, Alberta (January 2, 2019)…Syncrude has been ordered to pay $2.75 million in 

federal and provincial penalties for the deaths of 31 great blue herons found at the Mildred Lake oil sands 

mine north of Fort McMurray in August 2015. 

The company pleaded guilty in provincial court to one charge under Alberta’s Environmental Protection 

and Enhancement Act (EPEA) and were assessed a provincial penalty of $975 000. The AER had laid the 

charges against Syncrude under EPEA in August 2017. 

The birds died because they became oiled in an abandoned sump. The sump was built to collect process-

affected water containing residual bitumen from a storage site at the mine. Syncrude has since taken the 

sump out of service, which AER staff have confirmed was done in compliance with requirements. 

The provincial penalty of $975 000 under EPEA includes a fine of $25 000. The remaining amount will 

be directed through creative sentencing projects that will support biodiversity, habitat, and migratory 

pathways for birds and other wildlife in Alberta. To identify these projects, the AER will accept requests 

for proposal through the Government of Alberta’s purchasing connection website. 

The court order and agreed statements of facts, which include more information about the incident and 

penalties, are available on the AER’s Compliance Dashboard. 

For information on charges under the federal Migratory Birds Convention Act, contact Environment and 

Climate Change Canada. 

- 30   - 

For more information, please contact 

Jordan Fitzgerald, AER Communications and International Relations  

Phone: 1-855-474-6356  

Email: media@aer.ca 

Media line: 1-855-474-6356 

 

http://www.qp.alberta.ca/documents/acts/e12.pdf
http://www.qp.alberta.ca/documents/acts/e12.pdf
https://resource.aer.ca/stories/laying-down-the-law-in-the-oilpatch
http://vendor.purchasingconnection.ca/default.aspx
http://www1.aer.ca/ComplianceDashboard/index.html


Bulletin 2018-32  

 

November 21, 2018 

New Edition of Directive 017: Measurement Requirements for Oil and Gas 
Operations 

Today, the Alberta Energy Regulator (AER) released a new edition of Directive 017: Measurement 
Requirements for Oil and Gas Operations with revised measurement requirements for conventional, 
unconventional, and thermal in situ operations. 

The new requirements are current and relevant and reflect advancements in measurement technology and 
in emerging unconventional resource plays. The changes give industry more flexibility in selecting 
measurement approaches, resulting in reduced capital and operating costs without compromising accurate 
measurement and reporting. The updated directive replaces the edition released on March 31, 2016, and 
takes effect immediately. 

Directive 017 is available on the AER website. Printed copies of the directive 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. 

 

mailto:InformationRequest@aer.ca


Bulletin 2018-35 

 

December 6, 2018 

Government of Alberta Curtails Production  

On December 2, 2018, the Government of Alberta announced short-term reductions in crude oil and crude 
bitumen production that will take effect on January 1, 2019. 

On December 3, 2018, the Government of Alberta released regulations under the Oil and Gas 
Conservation Act, Oil Sands Conservation Act, and Responsible Energy Development Act setting out the 
framework for how these reductions would be made. The Curtailment Rules enable the limiting of crude 
oil and crude bitumen production in Alberta according to the prescribed formula.  

On December 6, 2018, the Alberta Energy Regulator (AER) contacted the operators that are subject to 
ministerial orders outlining curtailment requirements. If your company has not received a ministerial 
order, it is not required to limit production at this time. 

If your company has received a ministerial order, please contact the AER at curtailment@aer.ca to discuss 
the requirements and next steps. 

The Curtailment Rules can be found on our website, www.aer.ca, under Regulating Development > Rules 
and Directives > Acts, Regulations, and Rules. If you have any questions, email curtailment@aer.ca. 

As announced by the Government of Alberta, the AER will be establishing a panel that will hear concerns 
related to the curtailment. The AER is working with the Government of Alberta to finalize panel details 
and will share more information in the coming days. 

 

http://www.qp.alberta.ca/documents/orders/Orders_in_Council/2018/1218/2018_375.pdf
mailto:curtailment@aer.ca
http://www.aer.ca/
https://aer.ca/regulating-development/rules-and-directives/acts-regulations-and-rules
mailto:curtailment@aer.ca


Bulletin 2018-37 

 

December 13, 2018 

Requirements Aimed at Reducing Methane Emissions Finalized 

Today we released new editions of Directive 060: Upstream Petroleum Industry Flaring, Incinerating, 
and Venting, and Directive 017: Measurement Requirements for Oil and Gas Operation. The updates 
include new requirements to reduce methane emissions from the upstream oil and gas industry.  

The new edition of Directive 060 comes into effect on January, 1, 2020, including the methane reduction 
requirements (unless a later date has been specified). The March 2018 edition of Directive 060 remains in 
effect until then. The new edition of Directive 017 comes into effect immediately. 

We also released Manual 015: Estimating Methane Emissions and Manual 016: How to Develop a 
Fugitive Emissions Management Program as guides for industry in quantifying and reporting methane 
emissions and developing fugitive emissions management programs. 

As part of the Government of Alberta’s Climate Leadership Plan, the AER was tasked with developing 
requirements to reduce methane emissions from upstream oil and gas operations by 45 per cent relative to 
2014 levels by 2025. 

The requirements address the primary sources of methane emissions from Alberta’s upstream oil and gas 
industry: fugitive emissions and venting. The latter includes emissions from compressors, pneumatic 
devices, and glycol dehydrators. 

In association with these new requirements, the following changes were made to the Oil and Gas 
Conservation Rules: 

• Sections 8.080 and 8.090 were changed to clarify for enclosed combustors the spacing requirements 
in Directive 060 that apply and to affirm the authority for waiving spacing requirements. 

• Section 14.020(3) was revised to allow us to prescribe more accurate reporting and measuring of any 
gas or liquid, including methane. 

Drafts of the directives were released for public feedback from April 24, 2018, to May 28, 2018. A 
summary of the feedback and the AER’s response are available on the webpage for each directive. 

https://www.alberta.ca/climate-leadership-plan.aspx
https://aer.ca/regulating-development/rules-and-directives/directives
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More information about the requirements can be found on the Methane Reduction landing page of the 
AER’s website, www.aer.ca.  

Directive 060 and Directive 017, as well as the manuals, are available on the AER website. Printed copies 
of the directives and manuals 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://aer.ca/providing-information/by-topic/methane-reduction
mailto:InformationRequest@aer.ca
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December 14, 2018 

Change in Notification of Primary Recovery Scheme Applications for Well 

Spacing Within the Oil Sands Areas 

Effective immediately, applicants are no longer required to notify landowners and occupants of primary 
recovery scheme applications for well spacing within the oil sands areas. These applications are for an 
increase in the number of subsurface locations to recover heavy oil or bitumen from a specified formation 
or deposit within a particular area (drilling spacing unit). They do not include a request for authorization 
of surface activities. 

Applicants must still notify landowners and occupants, under Directive 056: Energy Development 
Applications and Schedules, of any applications for surface activities, such as the construction and 
operation of pipelines, wells, and other surface facilities. Public notice of all AER applications, including 
primary recovery scheme applications, will continue to be provided on the AER website, www.aer.ca, 
giving Albertans the opportunity to express any concerns about an energy development project.  

Notifications currently in progress for primary recovery scheme applications received by the AER before 
December 14, 2018, should be completed by the applicant, and any statements of concern received will be 
addressed by the AER in accordance with the Alberta Energy Regulator Rules of Practice. 

For any questions about this bulletin, contact the AER’s Customer Contact Centre by phone at 
403-297-8311 (toll free: 1-855-297-8311) or by email at inquiries@aer.ca. 

 

http://www.aer.ca/
mailto:inquiries@aer.ca


Bulletin 2018-41 

 

December 20, 2018 

The Approach to Administering the Remediation Regulation  

On June 1, 2018, the Government of Alberta issued the Remediation Certificate Amendment Regulation 
(Remediation Regulation), which will come into effect on January 1, 2019. This regulation sets out 
requirements for reporting new information and remedial measures with respect to substance releases. 
The regulation also enhances the Alberta Energy Regulator’s (AER) remediation certificate program. 

The Remediation Regulation will be available on the AER website (www.aer.ca) on or shortly after 
January 1, 2019. 

In 2019, the AER will be taking a risk-based approach to administering the Remediation Regulation for 
its upstream jurisdiction. This approach will include streamlined reporting and will support and enable 
area-based closure in Alberta. The AER’s risk overview brochure is in the following link: 

https://aer.ca/documents/applications/integrated-decision-approach/IDA_Risk_Overview_BRO.pdf 

The AER continues to require that all substance releases that may cause, are causing, or have caused an 
adverse effect be remediated or managed in accordance with applicable legislation. Refer to www.aer.ca 
for a list of resources applicable to contamination management. 

More information about the AER administration of the Remediation Regulation will be developed and 
released over the course of 2019. This information can be found at 

https://www.aer.ca/regulating-development/project-closure/remediation/remediation-regulation-
administration 

For inquiries, please contact the AER Customer Contact Centre at inquiries@aer.ca. 

https://aer.ca/documents/applications/integrated-decision-approach/IDA_Risk_Overview_BRO.pdf
https://www.aer.ca/regulating-development/project-closure/remediation/remediation-regulation-administration
https://www.aer.ca/regulating-development/project-closure/remediation/remediation-regulation-administration
mailto:inquiries@aer.ca
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Our Vision and Mandate

The Orphan Well Association began as an innovative collaboration among the Alberta 
Government, provincial regulators and the oil and gas industry to work toward a common 
goal: protecting public safety and managing the environmental risks of oil and gas 
properties that do not have a legally or financially responsible party that can be held to 
account. These properties are known as “orphans.”

The mandate of the OWA is to safely decommission orphan oil and gas wells, pipelines 
and production facilities, and restore the land similar to its original state. 

Since its formation in 2002, the OWA has successfully decommissioned approximately 
1,400 orphan wells, with more than 800 of the sites reclaimed.

This Annual Report contains forward-looking statements based on current expectations, estimates, projections and assumptions and 
certain operating and financial measures. By the nature of its mandate and work, there are potential impacts to the organization’s 
future operations and related finances that the OWA cannot predict. Where expressed, forward-looking statements are provided 
in the interest of context that stakeholders may find useful. The OWA fiscal year is from April 1 to March 31. For this annual report, 
years are referenced as the first year; that is, 2017 refers to April 1, 2017 through March 31, 2018.

Photo: Jon Handforth
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Number of Sites Reclaimed and Closed

Total Expenditures by Fiscal Year  

Funding

2017 Operating Expenditures by Category
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assets may have a material impact 
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Message from the Chair
Moving Forward Through Times of Change

The past year has been one of substantial change for the Orphan Well Association. We have strengthened our 
team with the newly-created position of Executive Director, and are very pleased to welcome Lars De Pauw, 
who brings a breadth and depth of experience to this role. 

Lars has, in turn, transitioned more of the OWA’s expertise in house. We have brought together a strong team 
with diverse experience in our core mandate of safe, efficient and effective approaches to decommissioning 
and reclamation operations that protect the safety of Albertans and our environment.

One of the catalysts for evolving the OWA’s structure and capacity has been the significant increase in the 
inventory that must be decommissioned and reclaimed.  Our overall inventory of wells and facilities has 
doubled since 2015, and that has placed significant pressure on the OWA team. While we don’t view these 
increased numbers as a new status quo, the fact is that it will take several years to normalize the OWA 
inventory.

It’s in this context that we have restructured our operations and refined our strategies. And, it is also in this 
context that we have worked with industry partners—most notably the tireless efforts of the Petroleum 
Services Association of Canada—to enable a step change. Following extensive consultation, a one-time 
grant of $30 million was provided from the Government of Canada to the Alberta Government for activities 
associated with decommissioning and reclamation. Rather than pass these funds on directly to our 
operations, the Province has leveraged it nearly eight-fold to cover the interest on a $235 million repayable 
loan to support the OWA’s efforts. This loan will be repaid by the oil and gas industry over the next nine years, 
but will enable the OWA in the shorter term to deal with the influx of orphans while supporting the service 
industry. 

This represents a win on many fronts. First, the federal and provincial funding plan—along with a tripling of 
direct industry funding since 2014—will allow the OWA to tackle orphans at an accelerated rate. This is a great 
long-term outcome for our shared environment. 

It’s also a win for the OWA in that it supports economies of scale, so that we can optimize every dollar spent 
on our workforce, procurement and logistics.

Finally, it is an important economic win. As most people know, Alberta’s economic engine has slowed, driven 
by a sustained slump in commodity prices. This has contributed to an increase in orphans and a reduction 
in industry jobs at the same time. The counter-cyclical nature of the surge investment for the OWA will, 
according to government estimates, add more than 1,600  new jobs over the next three years. That, in turn, 
will support jobs in many communities across Alberta.

This is an exciting time for the OWA, and I look forward to working with the Board of Directors, our staff, and 
our partners and stakeholders over the coming year.

Brad Herald
Chair of the Board of Directors, Orphan Well Association
Vice President, Operations, Canadian Association of Petroleum Producers
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Message from the Executive Director
Meeting the Challenge

The Orphan Well Association’s fundamental job is 
to turn a failure created by a company that didn’t 
survive into a successful outcome that protects 
people and places, and takes the potential risk of 
liability off the books for Alberta taxpayers. So, to 
appreciate the role of the OWA, you need to be both 
a pessimist who sees every potential obstacle and an 
optimist who sees every possible solution. 

The day-to-day work of the OWA brings together 
operational, technical and scientific expertise 
from oil and gas producers, the environment and 
petroleum services sectors, and the Alberta Energy 
Regulator (AER), with a good measure of input from 
our organizational and individual stakeholders. Our 
mission is to protect public safety, and manage 
environmental risk for those oil and gas properties 
that do not have a solvent and responsible owner. 
These properties are known as orphans. 

Our team recognizes that what we do can sometimes 
technically be a small project on paper, but it 
can have a big impact on private landowners and 
public users of Crown lands – and we take those 
considerations very seriously. 

The work we do varies from straightforward to highly 
complex. On one side of that spectrum is restoring 
the land on an orphan property that may, for 
example, have a low impact in a rural area. On the 
more complex side, we have safely decommissioned 
wells with potentially dangerous levels of hydrogen 
sulphide gas near more densely populated 
residential areas. 

Across these operations, our work is understandably 
viewed by many stakeholders by what they can see 
on the surface. But much of our work is not visible 
at the surface—there’s a lot of expertise and effort 
behind and below what can be seen. This includes 
detailed safety and environmental planning, and 
the critical operational work carried out from a few 
metres to several hundred metres below ground, 
with a high degree of precision.

Year after year, the operational and technical 
challenges we face are well understood by the 
OWA, industry and AER experts, and they have been 
effectively and efficiently resolved at a steady pace. 

But, while the on-the-ground and under-the-
ground nature of the work we do hasn’t changed 
substantially over the past decade, the volume of 
that work has. In 2012, our inventory of orphan 
properties at fiscal year-end was 74 in total. By 
2017, our well inventory has risen to 1,778, with 
more than 650 received in the 2017 fiscal year 
alone. This represents a major increase in field work 
and has been the catalyst for change in the OWA’s 
organizational strategies and funding. 

To be clear, although the inventory is trending 
upward, we don’t see this current volume of orphans 
as a long-term normal; it is a surge. We have had 
a rapid ramp-up in inventory due to a combination 
of factors. And, we have solutions underway to 
expedite orphan decommissioning and reclamation 
in response.

- Continued on Page 4 - 

Photos: Jon  Handforth
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Some of the terms we use in 
the energy industry have a 
very long history in legislation 
and regulation, but can 
understandably cause concern 
for stakeholders. “Abandoning 
orphans” doesn’t sound like 
serving the public interest! 

What the OWA actually 
does when we abandon 
orphans is to manage the safe 
decommissioning of operations 
at and below the surface, and 
the reclamation of the land 
around oil and gas properties 
that don’t have a responsible 
owner and operator.

The Surge
One of the key factors affecting the increase in the 
inventory of orphans has been a significant drop in oil and 
gas commodity prices over a much longer than normal 
cycle. Energy producers plan projects for a range of 
economic scenarios in the long term but, as many in the 
oil and gas industry in Alberta and elsewhere know, the 
lower for longer change in market pricing has had major 
impacts on planning and company budgets. Most oil 
and gas companies have absorbed and adapted to price 
changes, but there has been an increase in insolvencies, 
with a few high-profile cases. 

The shorter-term impact of commodity price cycles has 
been combined with a longer-term trend. Alberta has a 
maturing industry and many facilities that have been in 
operation for decades—including some of the oldest sites 
in the province—are at, or nearing, the end of their life-
cycles. 

The overwhelming majority of these facilities will be 
safely decommissioned solely at the cost of the operating 
companies. 

The other key factor affecting the increase in our 
inventory is the yet-to-be resolved legal decision, 
commonly known as the "Redwater Energy" decision, 
regarding if and how receivers managing corporations 
in receivership, bankruptcy or insolvency proceedings 
must address their obligations for safe and responsible 
decommissioning of their operating assets. It’s the 
position of the OWA, the Alberta Energy Regulator, 
the Alberta, British Columbia, Saskatchewan and 
Ontario governments, several industry associations, 
environmental and landowner advocates that the 
regulatory imperative of safe decommissioning should 
have precedence over secured creditors in the event of a 
licensee’s insolvency.

Orphan
An orphan must be designated as such by the Alberta Energy Regulator and can 
refer to a well, pipeline, facility or site that no longer has any legally or financially 
responsible owner. However, any company that has invested in a project as a 
Working Interest Partner (WIP) has legislative accountabilities and most WIPs 
quickly step up for costs or operations for either decommissioning a site or restoring 
it to safe operations.

Abandon 
The word abandon sounds like walking away. In fact, in Alberta’s oil and gas 
sector, it’s just the opposite. When energy infrastructure is no longer needed, it is 
permanently decommissioned in a manner that ensures it will not pose a risk to the 
environment or the public. It is abandoned.

Remediate
This is the clean-up stage. It is the process of surveying, managing and removing 
contaminants from substances that spilled or leaked and may be impacting the 
soil or groundwater. There is a large volume of academic research and engineering 
experience that informs remediation processes.

Reclamation
Sites must be reclaimed so that the land returns to how it looked and how it was 
used (or similarly) before development took place. Access roads may be removed, 
recontouring may blend the site back into the surrounding landscape, and topsoil, 
seeding and trees may be added appropriately.

Abandoning Orphans?

- Continued on Page 5 - 
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Lexin Resources 
Lexin Resources was a mid-sized energy company focused primarily on natural gas production in Southern Alberta.

Beginning in 2016, the Alberta Energy Regulator assessed significant financial and operational risk associated 
with the company’s producing assets and began taking steps to ensure compliance with provincial energy and 
environmental regulations. In mid-2016, Lexin laid off most of their staff and communicated to the AER that they 
would not be able to respond to an incident or emergency if one occurred. The AER took the necessary steps to 
protect public safety and ultimately designated the OWA and other Working Interest Partners to maintain the 
assets while a process was undertaken to sell the assets to other interested parties.  

This corporate failure represents a potentially massive increase in the OWA inventory. As of year-end 2017, there 
are 1,117 Lexin wells and 71 associated facilities, as well as other field assets that have been placed into the care 
of the OWA with the balance of the Lexin assets being maintained by existing Working Interest Partners. The OWA 
continues to work closely with the AER and affected stakeholders, including the Tsuu T’ina First Nation, the City of 
Calgary, and affected landowners, directly and through the Alberta Surface Rights Board, to ensure public safety 
and advance the sales process or safe decommissioning of the properties. 

Responding to the Challenge
Industrial operations leaving behind environmental 
liabilities are, regrettably, not unusual in public or private 
industry, at any time, or in any place, globally. 

What is unusual—and possibly unique—is Alberta’s 
creation of a dedicated organization funded by industry 
and overseen by an independent board to manage 
decommissioning and reclamation of orphaned liabilities. 

Albertans generally support a polluter pay principle. From 
its basic mandate, there is actually no direct polluter to 
pay for OWA’s work. Instead, there is acknowledgement 
of a social contract for the broader industry to ensure, 
and to literally insure, that environmental risks are 
mitigated and disturbed sites are restored. This principle 
is reflected in the OWA’s funding from oil and natural gas 
producers in the province. This levy ensures that costs are 
not borne by tax-payers. 

In response to the challenges of a maturing industry 
and an increasing number and more complex inventory, 
the OWA is evolving to a revised funding and new 
organizational model. 

These plans include an increase in funding from industry, 
from a $15 million annual levy in 2014 to $30 million 
in 2015 to a threefold increase to $45 million annual 

funding in 2018. Plans call for the industry levy to 
increase further to $60 million in 2019 and 2020.

Going forward, our plans are supported – although 
not directly funded, to be clear – from two levels of 
government. Under agreements announced over the past 
year, the Province of Alberta will provide a repayable loan 
of $235 million to the OWA for decommissioning and 
reclamation activities. The interest on this 9-year loan will 
be covered by a $30 million grant to the Province from 
the Federal Government.

Collectively, increased industry levies and the repayable 
loans from the Government of Alberta will support more 
than $300 million in OWA directed decommissioning and 
reclamation work over the next three years. This will go 
a long way toward recovering from the recent surge in 
new orphans, but does not fully cover potential – and 
potentially substantial – additions to our inventory 
beyond that three-year window. This means we need to 
continue to evolve our strategies and funding.

This is a pivotal time for OWA as we move from a history 
of a well-managed and steady business-as-usual state 
to a more challenging, changing and certainly expanded 
business environment. 

- Continued on Page 6 - 
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Our response includes moving direct oversight of our 
planning and projects to key staff positions and we have 
recruited a core team of industry veterans to support 
our plans. Qualified contractors—the best and most 
experienced decommissioning and reclamation experts 
in the industry—will continue to be core to the OWA’s 
work. This workforce includes many experienced people 
working directly with major industry companies, and we 
are looking at how to leverage that expertise to meet 
OWA’s goals.

Assessment of decommissioning and reclamation work 
is based on science and a vast body of on-the-ground 
experience. While public safety and environmental 
protection are the top priority, we are also seeking  
organizational efficiencies. For example, we can bundle 
orphans, regardless of source, into a series of larger 
projects in a region, capturing economies of scale in 
workforce, logistics and supply chain management. 

There are many other initiatives underway, all under the 
guidance of our experienced Board and with the support 
of an expert staff. I’m grateful for their guidance and 
support and I’ve appreciated the opportunity to connect 
with stakeholders locally, regionally and nationally. Very 
importantly, I’m excited to get out to the field to see the 
work of the OWA in action.

This has been a year of transition. We have challenges 
ahead and we are ready to meet them.

Lars De Pauw
Executive Director
Orphan Well Association



7OWA 2017 Annual Report

Starting from the Ground Up
Pat Payne’s Years of Leadership
From the beginning, Pat Payne’s name was synonymous with the 
Orphan Well Association. Pat was at the helm of the OWA, steering 
the organization through uncharted territory.

“When I started, I was handed a list of everything that needed to 
be done and it was up to me to make it happen,” says Pat. That 
included not only a list of properties to decommission and reclaim, 
but all the supporting pieces as well. Tracking operations, developing 
communication processes with landowners, setting up accounting 
and reporting systems, office management: it all needed to be built. 
Pat reflects, “It was fun to be an engineer who got to do all those 
different things—even getting the cleaners to take out the garbage.”

Over her 20 years of service, there was steady growth. “The goal was 
always to do better. We identified gaps and built improvements. In 
the beginning, I visited every single well and site, and met most of 
the landowners. It gave me a strong appreciation for the challenges 
of each property and allowed me to be responsive back in the office 
based on what I had learned.” That meant addressing safety issues 
and landowner concerns, knowing quality vendors and making sure 
the job got done right. 

Pat’s favourite part of the work? “The people. Developing trust, 
sitting around the coffee table instead of being adversaries. The 
AER can be thanked for their role in that—the Appropriate Dispute 
Resolution Program created a breakthrough for us.” In addition, Pat 
appreciated the decommissioning and environmental consultants 
who paid particular care and attention in thinking out projects and 
talking to landowners, to be proactive in addressing challenges and 
opportunities. 

The OWA thanks Pat Payne for her many years of dedication and 
wishes her all the best in her future endeavours. She set the 
foundation for this unique organization.

Photo: Jon HandforthPhoto: Jon Handforth
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Operational Summary

Funding the OWA

Funding for the OWA increased by 123% to $72.3 million 
in 2017, from $32.4 million the year before. Funding is 
provided from the Orphan Fund Levy, First Time Licensee 
and Regulator Directed Transfer fees, interest and other 
sources, which includes deposits held through the AER’s 
Licensee Liability Rating (LLR) Program. In addition, the 
Alberta Government announced in May 2017 that it 
would lend the OWA $235 million. The interest on this 
loan is being covered by a $30 million grant from the 
Government of Canada. The first loan advance to the 
OWA was in 2018, and the last advance will be in 2020. 
The $235 million loan will be repaid by the oil and gas 
industry through the annual Orphan Fund Levy starting in 
2019, with the last repayment occurring in 2027. 

The graph above shows that the Orphan Fund 
Levy decreased in 2017; however, this is not a true 
representation of the trend due to the timing of when 
the funding was received. Historically, the financial 
statements showed a substantial surplus at year-end that 
would be used in the following fiscal year. To address this 
timing issue, starting in 2018, the levy was issued in April 
instead of March. As a result, it will be accounted for in 
the 2018 fiscal year, causing the funding for fiscal 2017 to 
appear lower. This reporting situation will only take place 
for this annual report, as it is the transition year to the 
new funding schedule.

In reality, the Orphan Fund Levy increased by 48% to 
$45.0 million in calendar 2018, from $30.4 million.

The Orphan Fund Levy is based on the estimated cost 
of abandonment and reclamation activities for the 
upcoming fiscal year. The Orphan Fund Levy is set by the 
AER in consultation with the OWA, CAPP and EPAC. 

First Time Licensee and Regulator Directed Transfer fees 
increased by 26% to $730,000 in 2017, from $580,000 
the year before. A First Time Licensee fee of $10,000 
is required by the AER from companies applying for 
eligibility to hold a well, facility or pipeline license. The 
AER collects Regulator Directed Transfer fees from an 
active company when it acquires a property licensed to 
a defunct company. The AER gathers and remits First 
Time Licensee and Regulator Directed Transfer fees to the 
OWA.

Funding from interest and other sources increased by 
378% to $6.5 million from $1.4 million, primarily as a 
result of LLR deposits.

The LLR Program, managed by the AER, is another source 
of funding for the OWA. The LLR program assesses 
companies’ ability to address their abandonment, 
remediation and reclamation obligations by calculating 
a ratio of deemed assets (oil and natural gas production) 
to deemed liabilities (estimated abandonment and 
reclamation costs). When companies do not maintain a 
ratio above 1.0, the AER requires a security deposit to 
cover these closure costs in the event the company is 
not able to meet its obligations in the future. The AER 
remits this money to the OWA when appropriate, if the 
company is no longer solvent. For a list of LLR amounts 
recovered by the OWA in 2017, refer to Appendix 1.

0

20

40

60

80

2013 2014 2015 2016 2017

M
ill

io
ns

 o
f D

ol
la

rs

Fiscal Year
Interest and Other
First Time Licensee and Regulator Directed Transfer Fees
Orphan Fund Levy
Government of Alberta Loan

The terms "Facilities Decommissioning", "Well Abandonment", and "Pipeline Abandonment" all refer to the 
engineering assessment, closure and permanent securing of defunct operational sites to ensure they do not 
pose a risk to the public or the environment. While "Decommissioning" is the more common general term 
for these activities, regulations and industry guidelines commonly use the term "Abandonment", so this term 
appears throughout the Operational Summary and in the Appendixes.
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Operating Expenditures

The OWA’s operating expenditures over the past five 
years are divided by well abandonment, site reclamation, 
pipeline abandonment, facility decommissioning, and 
reimbursement for Working Interest Partner claims and 
other costs including historic AER operations relating to 
similar sites (2012 to 2015).

Total OWA expenditures increased by 19% to $36.7 million 
in 2017, from $31.0 million the year before. This was due 
in part to OWA receiving the first loan advance from the 
Alberta Government, which allowed more field work to be 
conducted than originally budgeted. 

Detailed expenditures are:

• well abandonment increased by 48% to $18.4 million, 
from $12.4 million the year before. 

• site reclamation decreased by 4% to $9.9 million, 
from $10.2 million the year before. 

• Working Interest Partner claims decreased by 18% to 
$3.1 million, from $3.8 million the year before. 

• pipeline abandonment increased by 44% to $3.3 
million, from $2.2 million the year before.

• facilities decommissioning decreased by 8% to $2.0 
million, from $2.1 million the year before. 

Facilities decommissioning and site reclamation 
expenditures were impacted due to the timing of primary 
funding. 

Working Interest Partner claims are made by active 
companies when they manage the abandonment, 
decommissioning and/or reclamation of assets jointly 
owned with defunct partners. In these situations, the 
active company performs a function comparable to 
the OWA to properly decommission and reclaim the 
property. The OWA then reimburses the active company 
for the defunct company’s portion of the activities. More 
information about working interest claims is available 
in a later section of this operational summary and in 
Appendix 2.
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Orphan Well Inventory

The number of orphan wells in the OWA inventory to be 
abandoned (decommissioned) increased by 28% to 1,778 
at the end of fiscal 2017, from 1,391 wells at the end 
of fiscal 2016. This inventory number does not include 
orphan sites that require remediation and reclamation 
only. 

The number of new orphan wells received for 
abandonment from the AER decreased by 28% to 666 in 
2017, from 928 the year before. 

The following is a summary of the changes in the orphan 
well inventory for 2017.

Changes in Alberta's Orphan Well Inventory for 2017

Reclamation Inventory

The number of sites in the OWA reclamation inventory 
increased 59% to 1,085 at the end of fiscal 2017, 
from 683 at the end of fiscal 2016. The reclamation 
inventory increases when the OWA receives new sites 
that only require reclamation, and when the OWA is 
finished abandoning (decommissioning) wells and has 
transferred the sites into the reclamation inventory. The 
inventory decreases when the OWA receives reclamation 
certificates and when it is discovered that a site in the 
reclamation inventory still requires further abandonment 
operations. Other changes to the inventory take place 
when a site is transferred to another oil and gas company, 
and when a site is received and reclaimed by the OWA in 
the same year.

The following is a summary of the changes in the orphan 
site reclamation inventory for 2017.

Changes in Alberta's Orphan Site Reclamation  
Inventory for 2017
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Reported as of March 31, 2017 83 

New sites received for reclama�on 
only 16 

Abandoned wells added to 
reclama�on inventory 496 

Reclama�on cer�ficates received  

Sites moved from reclama�on to 
abandonment inventory 4 

Sites transferred to another oil and 
gas company  -1 

Sites received and handled in the 
same year* 17 
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Number of Sites

683
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* Not included in total as of March 31, 2018.
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Completed well abandonments      - 259  
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Inspections
Inspections are an important activity that ensures 
protection of public safety and the environment. 
Inspection results support the OWA’s risk assessment 
with higher risk sites being prioritized. The OWA contacts 
landowners or surface rights holders to notify them about 
the OWA and the orphan well, pipeline, facility or site to 
confirm land access before conducting an inspection.

In 2017, the OWA inspected 393 sites, 89% of which were 
on new orphan wells.

Number of Wells Abandoned

The number of orphan wells abandoned (decommissioned) 
increased by 12% to 259 in 2017, from 232 the year 
before. Wells include those decommissioned by the 
OWA and by the AER as an enforcement action that were 
subsequently designated as orphans. The AER has reduced 
this type of enforcement work and made no requests for 
reimbursement for enforcement activities in the last two 
years. 

OWA Site Inspections for 2017 

 tnuoC

 123 enituoR ,snoitcepsnI etiS weN

New Site Inspec�ons, Non-Rou�ne* 28 

 44 **gnirotinoM/snoitcepsnI taepeR

 393 latoT
* New Site Inspec�ons, Non-Rou�ne includes sites requiring mul�ple visits and/or 
lab tes�ng.  Included are surface casing vent flow or gas migra�on sites. 
** Repeat Inspec�ons/Monitoring include return visits to confirm well repairs or 
inspec�on of long-term wells. 

Inspec�ons in 2017

A well is considered abandoned when the AER’s 
requirements in Directive 020: Well Abandonment 
(Directive 020) are satisfied. Once all necessary 
subsurface abandonment actions are taken, the final step 
is to cut and cap the well. In this stage, the well casing is 
cut to a minimum of one metre below the surface (with 
some exceptions listed in Directive 020) and a vented cap 
is placed atop the well casing. At this point, remediation 
and/or reclamation of the site may begin.

Number of Reclamation Certificate 
Applications Submitted

The number of orphan sites that are ready for a 
regulatory decision regarding closure is reflected in 
the number of applications submitted for reclamation 
certificates. The number of sites with applications 
submitted for reclamation certificates increased by 73% 
to 107 in 2017, from 62 the year before. It takes years 
for a site to become suitable for a reclamation certificate 
application. The increase in applications in 2017 is 
because many sites the OWA worked on in the previous 
two to four years became ready for an application within 
the same fiscal year.

0

20

40

60

80

100

120

2013 2014 2015 2016 2017

N
um

be
r o

f A
pp

lic
at

io
ns

Fiscal Year

0

50

100

150

200

250

300

2013 2014 2015 2016 2017

N
um

be
r o

f W
el

ls

Fiscal Year

Abandoned by OWA Abandoned by AER



12 OWA 2017 Annual Report

Number of Sites in the Reclamation 
Process

The process to prepare a site for reclamation certification 
can take several years. 2017 saw a 94% increase in 
the number of sites starting the Environmental Site 
Assessment (ESA) process, with 605 in 2017 compared 
to 312 the year before. The increase is due to the OWA 
beginning ESAs on sites while wells were still in the 
abandonment phase.  

The stages of the reclamation process include:

• Environmental Site Assessment: Once a site is ready 
to begin the reclamation process, the OWA conducts 
an ESA to characterize and delineate contaminants in 
the soil and groundwater. Detailed site investigations 
and contaminant transport modeling may be used to 
develop site-specific remediation guidelines.

• Remediation: In the remediation phase, contaminants 
from substances that spilled or leaked are managed 
or removed. 

• Reclamation: Once remediation is complete, the site 
must be reclaimed so that the land returns to how 
it looked and how it was used (or similarly) before 
development took place. 

After remediation and reclamation is completed, it can 
take up to five years or more for the site to re-vegetate 
and be ready for the detailed site assessment required 
for a reclamation certificate application. The actual time 
required to obtain a reclamation certificate depends on 
the land use, type of vegetation and factors that affect 
growing conditions, such as amount of rainfall. 

Number of Sites Closed

The number of sites the OWA closed decreased by 30% 
to 105 in 2017, from 150 the year before. The decrease is 
due to a high number of reclamation certificates issued 
by the AER in 2016 when a new online reclamation 
certification system was introduced. The system, 
OneStop, cleared a backlog of applications, with the OWA 
receiving 89 reclamation certificates within a short period 
of time.

Sites that are closed may have received a reclamation 
certificate or have been deemed as handled. Reclamation 
certificates are provided for sites that had wells or 
facilities. Also counted in this category are sites on federal 
reserve land, which receive federal environmental closure 
in the form of a signed Memorandum of Surrender from 
Indian Oil and Gas Canada. Sites in this category have 
satisfied applicable regulatory standards and no further 
action is required.

Sites counted as handled have received some type of 
closure with no further action required. This includes 
sites that had wells abandoned prior to reclamation 
legislation being enacted, known as reclamation exempt 
wells. This category also includes sites that are closed but 
did not receive reclamation certificates and sites taken 
over by active oil and gas companies with a new surface 
lease.
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Working Interest Claims
Working interest claims are made by active companies when they manage the abandonment, decommissioning 
and/or reclamation of assets jointly owned with defunct partners. In these situations, the active company performs 
the function of the OWA to properly decommission and reclaim the property. The OWA then reimburses the active 
company for the defunct company’s portion of the activities.  
In fiscal 2017, the OWA processed working interest claims related to the abandonment of 76 wells, reclaimed 15 wells, 
abandoned and reclaimed one well and abandoned five pipeline segments.
See Appendix 2 for a detailed list of claims. 
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Independent Auditor's Report

 

Grant Thornton LLP 
Suite 1100 
322 - 6 Avenue SW 
Calgary, AB 
T2P 0B2 
T +1 403 260 2500 
F +1 403 260 2571 
www.GrantThornton.ca 

 
 
 
 
 

 
 

To the members of the 
  
Alberta Oil and Gas Orphan Abandonment and Reclamation Association  
  
We have audited the accompanying financial statements of the Alberta Oil and Gas Orphan 
Abandonment and Reclamation Association (the “Association”), which comprise the 
statement of financial position as at March 31, 2018, and the statements of operations, changes 
in net assets, and cash flows for the year then ended, and a summary of significant accounting 
policies and other explanatory information. 
 
Management's responsibility for the financial statements
Management  is  responsible  for  the  preparation  and  fair  presentation  of  these  financial 
statements in accordance with Canadian accounting standards for not-for-profit organizations, 
and for such internal control as management determines is necessary to enable the preparation 
of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the Association’s preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Association’s internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
 

Independent Auditor’s Report 
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Opinion
In o ur o pinion, the financial s tatements present fairly, in a ll m aterial respects, the financial 
position o f the Association as a t March 31, 2018, and its financial performance and its cash 
flows for the year then ended in accordance with Canadian accounting standards for not-for-
profit organizations. 

Calgary, Canada 
June , 2018            Chartered Professional Accountants 
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Financial Statements
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Approved on behalf of the Board of Directors:

Director

Director
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Appendix 1
Licensee Liability Rating Program Amounts Recovered by the OWA in Fiscal 2017

 

Defunct or Insolvent Licensee Amount of Recovery   

 009,932,1$ .cnI noitarolpxE OEN
 005,678$ .proC ygrenE ssargllaT

 005,783$ .dtL atreblA 714583
 001,873$ .cnI secruoseR dornedloG

 004,032$ .cnI adanaC saG dna liO raguoC
 002,032$ .dtL ygrenE ekarD
 005,481$ .cnI secruoseR tseW adanaC

Enquest Environmental Services Corp. $171,200 
 003,361$ .cnI ygrenE eladnovA

 008,051$ .cnI secruoseR ruovaednE nepsA
 008,621$ .proC ygrenE xobdnaS

 000,421$ .cnI secruoseR yeliR
 007,121$ noitaroproC ygrenE taC mrotS
 004,901$ .proC ygrenE enilerohS
 000,15$ .dtL tnemeganaM teroF

 000,05$ .dtL ygrenE esirnuS
 001,84$ .cnI sesirpretnE znoituloS retaW
 008,44$ .proC ygrenE tsaoC nedloG

 002,44$ .cnI ygrenE tuotS
 007,14$ .proC ygrenE ogoF
 005,73$ .cnI ygrenE reitnorF
 003,13$ .cnI )adanaC( ygrenE eniL ytnuoC

Vanguard Explora�  001,72$ .proC no
 007,51$ .cnI muelorteP yawetaG

 004,51$ .dtL saG & liO nneP detinU
 006,7$ .cnI ygrenE leuD
 001,7$ detimiL ygrenE doowlezaH
 009,4$ .cnI seirtsudnI onimaC

 007,029,4$ latoT     
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Appendix 2
Working Interest Claims in Fiscal 2017

In fiscal 2017, working interest partners abandoned 76 wells, reclaimed 15 wells, abandoned and reclaimed one well 
and abandoned five pipeline segments.
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Governance
The Alberta Oil and Gas Orphan Abandonment and Reclamation Association is an independent non-profit 
organization, generally known as the Orphan Well Association or OWA. The OWA operates under the delegated legal 
authority of the AER, the provincial regulator of energy development. Funding for the association’s work comes 
primarily from Alberta’s oil and gas producers through the Orphan Well Levy.   

Through its Board of Directors, industry, regulatory and government representatives oversee the OWA’s operations, 
priorities and strategic planning to ensure the association is delivering its mandate to protect public health and safety 
and manage environmental risk.

Board of Directors
Brad Herald, Canadian Association of Petroleum 
Producers, OWA Chair
Brad Herald’s work with CAPP has focused on industry operations 
and economics in Western Canada, including best practices related 
to the environment and public health and safety. He works closely 
with industry experts on community and regional stakeholder 
concerns, and with regulators and governments on policy issues and 
implementation.

Kendall Dilling, Cenovus Energy 
Kendall Dilling has 25 years of technical and management experience 
in the oil and gas industry, including work in environmental protection 
and management of pipeline projects. He has worked with emerging 
Canadian and multinational energy companies in health, safety and 
environment portfolios. In addition to the OWA, Kendall serves on 
several non-profit industry, community and research boards.

Trevor Gosselin, Alberta Energy Regulator
Trevor Gosselin is Director, Asset and Liability Transition Management 
at the AER and represents the regulator’s delegated authority of OWA 
operations. He brings to the OWA Board experience in organizational 
management, focused on planning, people, and efficient use of 
resources. Prior to his current role with the AER, Trevor served in 
senior leadership roles in domestic and international operations with 
the Canadian Forces. 

Orest Kotelko, Canadian Natural Resources Limited
Orest Kotelko has more than 45 years of experience in energy life-
cycle development, operations and liability management in drilling, 
construction and reservoir engineering. His experience includes work 
with industry associations, major and emerging companies, and 
governments, as well as stakeholder groups in conventional and oil 
sands development in Western Canada.

Darrel Purdy, Paramount Resources
Darrel Purdy is a Professional Engineer with career experience that 
covers a broad range of technical, operational and strategic roles in 
the energy industry. In addition to his work in the upstream oil and 
gas producing sector of the industry, he brings to the OWA Board 
significant experience in midstream operations—the gathering and 
processing facilities that are an important part of the OWA’s life-cycle 
management portfolio. 

Jim Screaton, Corval Energy Ltd.
Jim Screaton is a Chartered Accountant who has held leadership 
roles in major, mid-size and emerging energy companies. He brings 
experience in organizational strategy related to financial analysis, debt 
and liability, securities regulation and disclosure. In addition, he has 
represented industry on a breadth of association and committee work, 
including liability management. 

Karen Wronko, Alberta Environment and Parks
Karen Wronko is the Executive Director of Land Policy within 
Environment and Parks.  During her career in public service she has 
worked in a number of areas and has provided senior level leadership 
to several strategic initiatives, including policy development related 
to water and land, the growth and diversification of the provincial 
economy through local economic development, entrepreneurship and 
small business support, and major initiatives targeted at growing the 
petrochemical sector in Alberta.

Management
Lars De Pauw, Executive Director
Lars De Pauw took on the leadership of the OWA in 2017. As a 
Professional Engineer, he has held senior positions in strategic 
planning, project development, environmental engineering, and client 
and stakeholder relationship management. His experience includes 
work with a major Canadian oil and gas producer, a diversified 
petroleum services company, and strategic and operational consulting 
businesses. 

Wanda Sakura, Team Lead, Environment
Wanda Sakura is a Professional Geologist who brings to OWA more 
than 30 years of environment and safety experience, including direct 
work with the association’s planning and operations since 2006. Her 
expertise includes management of environmental assessment and 
remediation of legacy facilities in urban and commercially developed 
areas. She also brings significant experience in working effectively with 
Indigenous communities.

Ken Willis, Team Lead, Well Decommissioning
Ken Willis has worked as a Professional Engineer in the oil and gas 
industry since 1980, both in the field from drilling and completions, 
and as an organizational leader of engineering and technology teams 
in Canada and internationally. His experience in life-cycle management 
of facilities covers a broad spectrum of expertise from downhole work 
to surface production operation sites.
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