
Public statement 
 
AER appeals Court of Queen’s Bench Redwater decision 

Calgary, Alberta (May 27, 2016)…The Alberta Energy Regulator (AER) has 
commenced an appeal of the May 19, 2016 Alberta Court of Queen’s Bench 
decision in the matter of Redwater Energy Corp. 

The decision allows receivers and trustees to disclaim AER licensed assets as a means of avoiding 
abandonment and reclamation obligations that normally attach to AER licences. The decision may 
encourage further receiverships and bankruptcies as a means of avoiding end of life obligations and poses 
a risk of a significant increase in the number of orphaned AER licensed assets. The AER takes the 
position that receivers and trustees should not be permitted to avoid end of life obligations in this manner.  
For that reason, the AER is appealing the decision.  

The AER ensures public safety and environmental protection are maintained throughout the lifecycle of 
energy development. We continue to assert that our requirements must be complied with in order to 
protect public safety and the environment. This includes ensuring licensees and insolvency professionals 
remain responsible for complying with AER requirements. 

Under the Oil and Gas Conservation Act and Pipeline Act, receivers and trustees are considered licensees 
and must comply with AER requirements. This includes fulfilling all requirements related emergency and 
incident response, abandonment and reclamation.  
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Backgrounder: AER Court of Queen’s Bench Appeal – Protecting Albertans and the Orphan Fund from 
shouldering the costs of abandonment and reclamation 
 
For more information, contact: 
Ryan Bartlett, AER Public Affairs 
Phone: 403-297-3268 
E-mail: ryan.bartlett@aer.ca 
Media line: 1-855-474-6356 
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Backgrounder 

  
AER Court of Queen’s Bench Appeal – Protecting Albertans and the Orphan Fund from 
shouldering the costs of abandonment and reclamation 

Calgary, Alberta (May 27, 2016)…The Alberta Energy Regulator has appealed the Alberta Court of 
Queen’s Bench decision, Redwater Energy Corporation (Re), 2016 ABQB 278.  

Licensee Liability Rating 

The AER’s licensee liability rating (LLR) program is intended to prevent the costs to suspend, abandon, 
remediate, and reclaim a well facility or pipeline from being borne by the public of Alberta and to 
minimize the risk to the orphan fund. The LLR program is based on a comparison of deemed assets 
(production) to deemed liabilities (abandonment and reclamation costs). When the deemed liabilities 
outweigh the deemed assets, the company must pay financial security to the AER for the difference or 
conduct transfers or complete abandonment or reclamation work to improve its LLR.  

Orphan Well Association 

The Orphan Well Association (OWA) is a not-for-profit organization that is funded by the energy 
industry through the Orphan Fund Levy. The OWA manages the abandonment and reclamation of 
upstream oil and gas orphan wells, pipelines, facilities, and their associated sites. The annual orphan fund 
levy amount is set by the OWA in consultation with Canadian Association of Petroleum Producers 
(CAPP) and the Explorers and Producers Association of Canada (EPAC). The amount is based on the 
estimated cost of abandonment and reclamation activities for the upcoming fiscal year. For fiscal year 
2015/16 the orphan fund levy was $30 million. 

Redwater Energy Corp. 

Redwater Energy Corp. filed for receivership on May 12, 2015 and for bankruptcy on October 16, 2015. 
The company is the licensee of 84 wells, seven facilities, and 36 pipelines, mostly in the Edmonton area. 
On December 5, 2015, the AER’s liability programs assessed the liabilities associated with Redwater’s 
wells and facilities at $7.3 million to abandon and reclaim. 
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