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2026 ABAER 006

Renergy Petroleum (Canada) Co. Ltd.

Regulatory Appeal of May 6, 2025, AER Abandonment and Reclamation
Order

Decision

[1] We, the panel of hearing commissioners presiding over this appeal, confirm the decision of the
Alberta Energy Regulator (AER) to issue the abandonment and reclamation order (the order) to Renergy
Petroleum (Canada) Co. Ltd. (Renergy) on May 6, 2025.

[2] In reaching this decision, we have considered all materials properly before us, including the
evidence and argument provided by each party. Accordingly, references in this decision to specific
portions of the evidence are intended to assist the reader in understanding our reasoning on a particular

matter and do not mean that we did not consider all of the evidence.

Introduction

[3] This regulatory appeal concerns the AER order issued on May 6, 2025, to Renergy to abandon

and reclaim all its wells, well sites, and facilities. A copy of the order is provided in appendix 1.

[4] Renergy is a privately owned oil and gas company. The AER, through its Regulatory Compliance

branch, is responding to the appeal.

[5] Under section 41(2) of the Responsible Energy Development Act (REDA), our task in this

regulatory appeal is to confirm, vary, suspend, or revoke the decision to issue the order to Renergy.

Background

[6] The AER classifies Renergy as a former heavy oil producer. Renergy acquired its licences from
Sunshine Oilsands Ltd. (Sunshine) on February 20, 2014. The order pertains to 71 licences for 66 wells
and 5 facilities located on Crown lands. A total of 7 wells are abandoned and 59 wells are inactive. Of the

inactive wells, 45 wells last produced between 2012 and 2014 and 14 never produced.

[7] The noncompliances that led to Regulatory Compliance’s enforcement actions were first
identified in June 2023 during normal inspections of historical drilling sumps conducted as part of the
AER’s Drilling Waste Surveillance Program. A field inspector raised concerns about the 24-hour
emergency number posted at a Renergy facility and referred the matter to the AER Compliance
Assurance Team. Consequently, a holistic licensee assessment was completed in October 2023. The

assessment is a tool used by the AER to evaluate if a licensee has the capability to meet its regulatory and
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liability obligations. The October 2023 assessment identified several concerns, including a lack of
emergency response, a below-average satisfactory field inspection rating, noncompliance with the 2022
mandatory closure spend quota, a lack of closure work since 2019, and noncompliance with licensee

residency requirements.

[8] On November 2, 2023, the AER imposed a “global refer” status on Renergy because it failed to
meet its 2022 mandatory closure spend requirements. Field inspections were undertaken in the same
month and identified various noncompliances at Renergy’s sites, including audible leaks at four wells and
a lack of responsiveness from the company’s 24-hour emergency number. In response, Renergy
completed some repair work at or around November 2023; however, one well continued to leak.
Approximately seven months later, on May 15, 2024, Renergy reported to the AER that well 00/01-04-
085-025W4/0 had a surface casing leak.

[9] On February 13, 2024, the AER issued a notice of noncompliance to Renergy for failing to meet
the licensee residency requirements of Directive 067: Eligibility Requirements for Acquiring and Holding
Energy Licences and Approvals. Renergy did not meet the March 12, 2024, compliance deadline;
consequently, a reasonable care and measures and abandonment order (the draft order) was drafted by
Ms. Rodine Cabot, the statutory decision maker (SDM).

[10]  On April 10, 2024, Renergy was notified of the draft order and provided a copy. On April 15,
2024, Renergy appointed Mr. Michael Hibberd as a director. This satisfied the licensee residency
requirements of Directive 067. A pre-issuance meeting was held on April 17, 2024, to discuss the draft
order. At this meeting, Renergy made various commitments to the SDM to address its other

noncompliances. Based on this information, the SDM decided not to issue the draft order.

[11]  On September 17, 2024, the AER limited Renergy’s licence eligibility because of continued

noncompliance with its 2022, and now 2023, mandatory closure quotas.

[12]  Renergy did not come into compliance, and as a result, the AER conducted a second holistic

licensee assessment, which was completed in March 2025. This assessment identified that Renergy

was highly financially distressed, with an estimated long-term liability of $7 114 092;

e had failed to deliver on numerous commitments made to the AER, including repairing the casing
failure at 00/01-04-085-025W4/0 (the well casing failure);

e had overdue field inspections and a field satisfactory inspection rating of 14.63%;

e had an increased number of wells that were noncompliant with Directive 013: Suspension

Requirements for Wells;
o had failed to pay 2023 and 2024 AER administration fees and orphan fund levies;

e had outstanding municipal taxes;
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e was noncompliant with the 2022 and 2023 closure quotas;
e had limited licensee eligibility; and

e relied on its 50% working interest partner, Sunshine, to provide reasonable care and measures and
emergency response. However, at the time of the 2025 holistic licensee assessment, the Orphan Well
Association! (OWA) had custody of Sunshine’s licences because Sunshine was not providing
reasonable care and measures or emergency response for its own sites. As a result, Sunshine was

unable to provide emergency response to Renergy’s sites.

[13] Based on the March 2025 assessment, the AER concluded that Renergy was highly financially
distressed, had not reported any hydrocarbon production since December 2014, was not meeting current
regulatory requirements, was not providing reasonable care and measures for its sites, and posed a high

risk of failing to meet its end-of-life closure obligations.

[14]  On May 6, 2025, the AER issued the order to Renergy under sections 22 and 27 of the Oil and
Gas Conservation Act (OGCA), section 23 of the Pipeline Act, and sections 140 and 241 of the
Environmental Protection and Enhancement Act (EPEA). The order required Renergy to do the

following:

e Abandon all sites listed in the order within 90 calendar days from the date of the order.

e Submit a reclamation plan for AER approval for the conservation and reclamation of the lands within

30 calendar days from the date of the order.

e Address numerous noncompliance issues, including concerns about corporate insurance, spill
response, emergency response, the well casing failure, the annual mandatory closure spend arrears,

outstanding AER payments, municipal taxes, and various other penalties.

Regulatory Appeal Process

[15] On May 13, 2025, Renergy submitted a request for a regulatory appeal of the AER’s decision to
issue the order. Also, on the same day, Renergy filed a request for a stay of the order pending the AER’s
consideration of the appeal request. On June 25, 2025, the AER granted the appeal request. The AER also
granted an interim stay of the order until the hearing panel was appointed and provided with an

opportunity to consider and decide Renergy’s stay application.

[16] The notice of hearing was issued on September 4, 2025, and on October 2, 2025, Renergy and
Regulatory Compliance confirmed their participation in the hearing. On November 14, 2025, after

"' The OWA is an industry-funded, independent, non-profit organization that closes oil and gas sites in Alberta

without a financially viable or responsible owner (https://www.orphanwell.ca/about-us).
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considering the submissions associated with the stay application, we dismissed Renergy’s stay request

and vacated the interim stay.
[17]  On February 27, 2026, Renergy and Regulatory Compliance filed an agreed statement of facts.

[18]  The oral hearing occurred during the week of May 11-15, 2026, at Govier Hall in Calgary. A list
of the hearing participants is included as appendix 2. The oral evidence and argument concluded on
May 15, 2026, and following the issuance of two letters from the panel on May 19, 2026, the record of the

hearing was closed that same day.

[19] We granted confidentiality to Renergy regarding certain commercial evidence pursuant to section
49(5) of the AER Rules of Practice. For this reason, portions of the written record are not publicly

available, and portions of the oral hearing were held in camera.

[20]  The subject of this appeal is the May 6, 2025, order issued to Renergy. However, this proceeding
has made us aware that Renergy’s 50% working interest partner, Sunshine, has also received order(s)
related to its licences. The order(s) issued to Sunshine and its regulatory compliance history are not the

subject of this appeal.
Regulatory Framework

Regulatory Appeals
[21]  The AER’s mandate under REDA is to provide for the efficient, safe, orderly, and

environmentally responsible development of energy and mineral resources in Alberta.

[22]  We, as the hearing panel, are authorized under section 12 of REDA to conduct regulatory appeals

hearings and make decisions in the name of, and on behalf of, the AER.

[23]  AER regulatory appeal hearings are de novo proceedings decided on the record of the decision

maker and the evidence provided during the regulatory appeal process.

Legislation and Directives Related to the Order

[24]  The order was issued under sections 22 and 27 of the OGCA, section 23 of the Pipeline Act, and

sections 140 and 241 of EPEA. The relevant legislation is summarized in appendix 3.

[25]  The following AER documents (directives, manuals, guides, and internal documents) were

referenced throughout this proceeding:

e Directive 011: Estimated Liability describes the methodologies used to estimate the cost to safely

close an energy development site at the end of its life.
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e Directive 013: Suspension Requirements for Wells sets out well suspension and well reactivation

requirements.

o Directive 067. Eligibility Requirements for Acquiring and Holding Energy Licences and Approvals

outlines the requirements for acquiring and holding energy licences and approvals.

e Directive 068: Security Deposits provides information about the calculation, collection, and use of

security deposits.

o Directive 087: Well Integrity Management details the testing, reporting, and repair requirements for

wells. Section 5 concerns well casing failures, reporting requirements, and repair timelines.

e Directive 088: Licensee Life-Cycle Management and the supplementary Manual 023: Licensee Life-
Cycle Management describe the holistic assessment of a licensee’s capabilities and performance, the
Licensee Management Program, the Inventory Reduction Program (including annual industry closure

quotas) and the licence transfer process.

e Manual 013: Compliance and Enforcement Program concerns the Compliance Assurance Program,
which is guided by the Integrated Compliance Assurance Framework. The program’s focus is
education, prevention, and enforcement. Additional internal AER documents (Statutory Decision-
Making: A Guide for Decision-Makers and Order Procedure) support the program by providing
guidance for SDMs, including compliance assurance decisions and orders. The order was issued as

part of the AER’s regulatory compliance and assurance mandate.

Issues Arising in This Regulatory Appeal

[26]  Under section 41(2) of REDA, we may confirm, vary, suspend, or revoke the appealable order.
Section 31(2) of the AER Rules of Practice states that “the Regulator shall identify the matters or issues to

be considered in the regulatory appeal.”

[27] Renergy and Regulatory Compliance both agreed that the overarching issue in this appeal is
whether to confirm, vary, suspend, or revoke the appealable decision and that this was broad enough to

give both parties an opportunity to submit necessary arguments about the order.

[28]  During this proceeding, the parties raised several arguments in support of their respective
positions. In addressing the parties’ arguments, we discuss certain issues, evidence, and assumptions
advanced by the parties, including matters that did not ultimately determine the outcome of this appeal.
Our consideration of those matters should not be taken as a finding that the appeal turns on them. Rather,
where appropriate, we address them because they formed part of the parties' submissions and assist us in

explaining why we have accepted or rejected submissions put before us.

[29]  In support of whether we should confirm, vary, suspend, or revoke the decision to issue the order,

the parties raised the following four questions:
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e What was the AER’s rationale for issuing the order?

e Was a 90-day abandonment timeframe reasonable?

e Would compliance with the order sterilize Renergy’s assets?

e Should the AER provide Renergy with additional time and flexibility to address the noncompliances?

[30] These four questions broadly straddle two time periods:

e The first is the period before the order was issued on May 6, 2025. This includes all inspections,
correspondence, evaluations, and the decision-making process used by Regulatory Compliance in

deciding to issue the order. The first two questions listed above relate to the first period.

e The second is the period after the order was issued on May 6, 2025, up to the end of the hearing on
May 19, 2026. This period deals primarily with new (de novo) and confidential commercial evidence
that was not available to the SDM before the order was issued. The last two questions listed above

relate primarily to this second period and examine the impacts of Renergy’s new evidence.

[31] We address and answer each of these questions in the subsequent sections of this decision.

[32] We also note that REDA requires us to consider the interests of and impacts on landowners in this
matter, as well as the social, economic, and environmental effects of Renergy’s energy activities. As the
discussion of the issues below demonstrates, we thoroughly considered these factors in making our

decision on this appeal.

What Was the AER’s Rationale for Issuing the Order?

[33] Renergy submitted that the timing of the order and the 90-day abandonment timeframe was
motivated by enforcement action that the AER was taking against its working interest partner Sunshine
around the same time, rather than protecting the public and the environment. Renergy explained that
Sunshine and Renergy’s financial affairs and corporate structures are interconnected. Renergy claimed
that the AER’s intention was to indirectly apply pressure on Sunshine by issuing the Renergy order at a

similar time as other regulatory actions against Sunshine were being taken.

[34]  Regulatory Compliance did not agree with Renergy’s position and explained that the decision to
issue the order(s) to Sunshine was the responsibility of a different AER field centre and a different SDM.
The SDM responsible for issuing the Renergy order, Ms. Cabot, confirmed that she was aware of the
compliance file for Sunshine and knew that Sunshine held a 50% working interest in the Renergy assets.
However, she also stated that she was unfamiliar with the AER’s dealings with Sunshine and the details

of Sunshine’s compliance assurance file.

[35]  Under cross-examination, Regulatory Compliance’s senior compliance specialist, Mrs. Lonny

Olsen, explained that she worked on both compliance assurance files. However, Renergy and Sunshine
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are separate licensed entities subject to different orders, and the source of a licensee’s funding is not
material to the AER. She elaborated that she was aware of the financial connections between the two
companies given Sunshine's 50% working interest in Renergy's wells, but this did not influence the timing
of the orders. Mrs. Olsen confirmed that she did not share information with the Renergy SDM about

either the Sunshine compliance file or the actions of the Sunshine SDM.

[36] Regulatory Compliance said that it had been working with Renergy to bring it into compliance
since 2023 and had gradually escalated regulatory action. Regulatory Compliance outlined the following

actions it took to achieve compliance before issuing the order:

e Issued an administrative sanction (“global refer” status) in 2023 for noncompliance with the 2022

industry closure quota.
e Issued a notice of noncompliance in February 2024 for failure to maintain residency in Alberta.
o Developed a draft order and reviewed it with Renergy in April 2024.
o Sent a compliance summary letter in September 2024.
o Limited Renergy’s licence eligibility in September 2024.

[37] Regulatory Compliance noted that in April 2024, Renergy met its residency requirement as
documented in the notice of noncompliance. However, Renergy did not address the remaining
noncompliances outlined in the draft order and the September 2024 compliance summary letter. When
none of these actions proved effective in achieving compliance, Regulatory Compliance explained that
the Compliance Assurance Specialist, as per normal practice, completed an options analysis and provided

the SDM with a variety of potential compliance measures, including the following:

e Do nothing. This was determined not to be a viable option as Renergy posed a risk to the public, the

environment, and the regulatory scheme.

e Order suspension until reasonable care and measures were demonstrated. This option was rejected

because Renergy’s sites were already suspended and were noncompliant with Directive 013.

o Request additional security to mitigate the long-term liability risks. This option was rejected because

$3 732 543 was already held in security and Renergy was highly financially stressed and unlikely to
pay.
e Proceed to an abandonment order. This was the recommended option “to ensure the public and the

environment were protected.”

[38] Regulatory Compliance’s position was that issuing an order to abandon and reclaim the sites was
the only viable compliance tool remaining to ensure public safety and environmental protection. The
SDM explained that “it became very evident that commitments were being made and weren't being met.

Some weren't even being addressed at all. Even when we would go and ask for updates, certain things
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weren't being responded to. And then at the end of the day, I needed to make sure that these assets were

going to be managed in compliance with our requirements and in a manner that was safe.”

[39] Regulatory Compliance highlighted the well casing failure as one example of Renergy’s inability
to meet regulatory requirements. The field inspector explained that Renergy was “not aware of the hissing
noise from the last suspended well inspection completed on that well, which was in 2022. So, it was their
understanding that the hissing noise identified at the time of November 2023 inspection likely occurred
after 2022.” Mr. Ian Peleshok (AER Senior Wellbore Engineer) explained that, as per Directive 087, the
timeframe to repair a casing failure is 90 days after it has been identified. Regulatory Compliance noted
that Renergy reported the well casing failure to the AER on May 15, 2024. Before the issuance of the
order, Regulatory Compliance approved three separate requests to repair the well casing failure; despite

repeated assurances, Renergy failed to complete the repair.

[40]  Renergy’s director, Mr. Kwok Ping Sun, confirmed that he was aware of the well casing failure.
However, he explained that the financial challenges that Sunshine was experiencing in 2024 affected
Renergy’s ability to complete the repair. He also explained that Renergy made several attempts to repair
the well casing failure, but the work was not completed because either contractors were unavailable or
forest fires or snow prevented access to the well site. At the hearing, Renergy reiterated that “there are
funds to do the casing repair, that there is a contractor lined up to do the casing repair, and that road
conditions should permit the casing repair to be done in about two weeks. Renergy is close to finally

getting this repair done.”

[41] Renergy did not dispute its noncompliance history. Its December 2025 submission stated that it
did not take issue with its noncompliance record, did not intend to contest the noncompliance findings,

and agreed that its noncompliance record was unacceptable and needed to be rectified.

[42] Renergy also submitted that part of the AER’s motive in issuing the order was to ensure that the
OWA would take over Renergy’s wells. Regulatory Compliance did not dispute this, stating that one of
the outcomes it had considered before issuing the order was that Renergy would not comply with the
order. If Renergy did not comply, this would allow the AER to designate the wells and facilities as
“orphans” under section 70 of the OGCA and transfer them to the OWA. The OWA would then provide
reasonable care and measures until such time as the sites were abandoned, or until a company requested a
regulator-directed transfer of those licenses. Regulatory Compliance’s view was that “this is an outcome

that is protective of the environment and the public.”

Panel Analysis and Findings

[43] We were not persuaded that the order was intended to or had the effect of indirectly applying
pressure on Sunshine. The evidence presented by Renergy did not demonstrate an improper “motive” in

issuing the order. Furthermore, Regulatory Compliance provided ample explanation for the rationale and
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timing of the order’s issuance, demonstrating that it was related to Renergy’s noncompliances and

unrelated to Sunshine.

[44]  Renergy and Sunshine are separate licensed entities and the SDMs involved in the two
compliance files work for different AER field offices. We accept the Renergy SDM’s evidence that
Sunshine’s compliance assurance file and any ongoing regulatory actions against that company did not
factor into her decision about the Renergy order. The only connection between the two files appears to be
Mrs. Olsen’s role as a Compliance Assurance Specialist. Her oral evidence was clear that information
about Sunshine was not shared with the Renergy SDM. Renergy did not provide any evidence

demonstrating a link between the two SDMs and the ongoing enforcement actions.

[45] We are not persuaded that ordering the abandonment of Renergy’s non-producing licences would
put indirect pressure on Sunshine. Renergy’s wells have not produced since 2014 and so would not be
generating revenue for Renergy or its working interest partner, Sunshine. In the absence of evidence of
another purpose for issuing the order, we cannot accept Renergy’s assertion that the AER’s intent was to
apply additional pressure on Sunshine, particularly given the substantial evidence supporting Regulatory
Compliance’s explanation of the reasons for issuing the order. We conclude that the timing of the
issuance of the orders against the two companies was coincidental rather than the product of a deliberate

plan or purpose.

[46]  The findings of the 2025 holistic licensee assessment confirm that Renergy is a company in high
financial distress. This is consistent with Renergy’s statement that its compliance difficulties were due to
“unforeseen issues which impacted the financial plans that were in place.” Renergy told us that its ability
to address the noncompliances and restart operations was directly connected to the resolution of
Sunshine’s financial situation. However, the regulatory system is not based on the financial capability of a
licensee’s working interest partner. A licensee must be able to fund its regulatory obligations, and checks
and balances are built into the regulatory system, as detailed in Directives 067, 068, and 088, to ensure

this happens.

[47] Throughout this proceeding, Renergy repeatedly acknowledged its noncompliances. These are
documented in the record of the decision maker, the order, the agreed statement of facts, and the parties’
submissions and were confirmed at the hearing by Renergy’s witness panel. Renergy’s noncompliances
were most clearly demonstrated by its inability to report and repair the well casing failure within the
mandatory timelines outlined in Directive 087. Renergy told us that it had problems in accessing the site
to complete the repair due to a combination of heavy snowfall, spring breakup, occasional forest fires, and
difficulties obtaining timely contractor services. However, these challenges are not unique to Renergy’s
sites, nor do they occur continuously over several years. These are not reasons for leaving compliance
issues unresolved for an extended period, as illustrated by the unrepaired casing failure that has remained

outstanding for almost three years after initial detection.
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[48]  We conclude that an inability to fund the regulatory requirements, a history of noncompliance,
and Renergy’s inaction demonstrate a reasonable rationale for issuing the order. Regulatory Compliance
provided an abundance of evidence outlining Renergy’s noncompliance, and the record demonstrates that
it was given numerous opportunities to comply and did not do so. A comprehensive evaluation of
alternative enforcement actions was completed, and it was determined that the only remaining compliance

tool available was to issue the order.

[49] We find that Regulatory Compliance had legitimate concerns that, in an emergency, Renergy
would be unable to protect the public and the environment. The order was issued to ensure protection of
the public and the environment. This purpose reflects the AER’s mandate under REDA to provide for the
efficient, safe, orderly, and environmentally responsible development of energy and mineral resources in
Alberta.

[50] We conclude that Renergy’s prolonged and continued history of noncompliance resulted in the

decision to issue the order, and the AER did not have an improper motive.

Was a 90-day Abandonment Timeframe Reasonable?

[51] Renergy questioned whether it was reasonable for the AER to order abandonment of all its assets
in 90 days during the 2025 spring breakup. Renergy’s position was that this timeframe was highly
aggressive and unrealistic, as it necessitated performing work during periods of difficult site access.
Renergy said that Regulatory Compliance, when issuing the order, did not consider the operational
challenges of having “90 days to abandon 70 plus wells and 5 well pads in an area that has, definitely,
periodically access issues, and that is not just snow conditions in the winter but also road bans into those
areas, and, unfortunately, they also have issues around access, if there are any sort of fire conditions that

restrict access.”

[52] Renergy highlighted that the earlier 2024 draft order included a 12-month timeframe to abandon
its licences, whereas the May 6, 2025, order had a 90-day abandonment timeframe. Renergy submitted
that the reduced abandonment time was deliberate and “the point of the 90-day timeframe was that it
would be completely unattainable and would provide Renergy with no time or opportunity to try to

address its regulatory issues.”

[53] Regulatory Compliance explained that the order’s 90-day timeframe was determined based on its
concerns about the lack of reasonable care and measures being provided at the sites; it was not designed
for Renergy to fail. However, the SDM was unsure whether Renergy would be able to comply based on
its “assessed inability to meet their regulatory obligations.” The SDM explained that when the draft order
was considered in 2024, Regulatory Compliance had only been working with Renergy for less than a year

on achieving compliance. When compiling the draft order, the SDM concluded that “I had no reason to
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believe that they wouldn't follow the order as it was laid out and then the wells would be safe, and then a

12-month timeframe would have made sense and that they would have been able to abide by the order.”

[54] Regulatory Compliance further explained that the order contains a provision that allows the SDM
to change deadlines and reporting frequencies. The SDM told us that the “expectation was that Renergy
would attempt to comply with the order and that if they required more time that they could come and then
present their request with their evidence to me.” The SDM also noted that Renergy did not raise any
concerns about the 90-day abandonment timeframe at the pre-issuance meeting, nor did they request an

extension.

[55] With regards the practicality of a 90-day abandonment timeframe, Regulatory Compliance’s
senior wellbore engineer, Mr. Peleshok, estimated that 59 wells required abandonment, including
downhole and surface isolation activities. He advised that a well without integrity issues “can very easily
be abandoned within a day ... and for pad wells, potentially you could abandon multiple wells in a day.”
Furthermore, “if a company was sufficiently motivated, they could very easily achieve” this timeframe.
Regulatory Compliance explained that most of Renergy’s wells are not complex and are located on
multiwell pads. Satellite imagery indicates that road access is well defined. Regulatory Compliance
acknowledged that spring breakup or delays due to unforeseen weather events, such as forest fires, could
affect the operational timing; however, they did not receive any extension requests from Renergy

regarding access difficulties.

Panel Analysis and Findings

[56]  We recognize that the parties devoted considerable attention to the operational feasibility of
completing the abandonment work within 90 days, including issues relating to weather, site access,
contractor availability, and seasonal restrictions. However, the question before us is not whether
compliance may have been challenging or required additional effort, but whether the 90-day timeframe
imposed by the order was unreasonable in the circumstances. For the reasons discussed below, we find

that a 90-day timeframe for Renergy to comply with the order is reasonable.

[57] The licence list attached to the order indicates that 59 wells and their associated facilities require
abandonment. Thirty-five of the 59 inactive wells are located on 5 multiwell pads situated close together
and appear to be accessed by the same main road. This evidence tells us that this work is not a logistically

complicated operational matter.

[58] We are aware that spring breakup can make site access challenging. However, Renergy did not
provide any evidence about spring breakup in 2025 and its effect on site access. The evidence indicates
that access to the well casing failure location was possible in May 2024 for the gas migration

investigation. Also, Renergy proposed to complete the casing repair in May—June 2026. No explanation
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was provided for why site access during the same timeframe was impossible in 2025, yet possible in 2024
and 2026.

[59] We understand that area closures due to forest fires happen. However, unlike spring breakup,
closures related to forest fires are not an annual occurrence and are often of short duration. We also note
that the 90-day timeframe extended the potential operational window into August 2025. Renergy did not
provide any evidence that its sites are generally inaccessible in summer, and the record shows that the
original drill dates and subsequent well suspension dates are scattered throughout the year, indicating that

site access was historically possible.

[60] Renergy did not demonstrate that it had attempted to engage with the AER about the 90-day
abandonment timeframe or address the alleged logistical challenges. Renergy stated that they had engaged
with contractors to complete the repair work. However, no persuasive evidence was provided to show that
contractors had been approached to assess feasibility, develop schedules, provide initial cost estimates,
draft individual or multiwell programs, etc. In addition, no evidence was put forward showing Renergy
attempted to mitigate issues with spring access by using equipment or technology, such as rig matting, or
by expediting work after spring breakup by using multiple rigs and additional workers. The absence of
such evidence leaves us with no factual basis to conclude that the 90-day abandonment timeframe was

unreasonable.

[61] Renergy did not comply within the 90-day timeframe. There is no indication that Renergy made
any attempt to start the work within the 90 days or to request an extension from the AER. Instead,
Renergy appears to have chosen to ignore this part of the order. Given the number of well sites and
facilities and their configuration, it is reasonable to expect that a licensee could complete the

abandonment work within this timeframe. We find the 90-day abandonment timeframe was reasonable.

Would Compliance With the Order Sterilize Renergy’s Assets?

[62] Renergy submitted that the principal reason for filing the appeal of the order, and not complying
with it, was because “to proceed with the abandonment would have sterilized the value of what we
believed to be there. That includes the five well pads that we thought were quite valuable and the
potential to resuscitate a number of those wells. So, it would have sterilized the value of that particular
area to proceed with abandonment.” Based on the evidence Renergy provided, the assets that would be

sterilized by execution of the order are the physical assets listed in the order.

[63] Following the dismissal of the stay application in November 2025, Renergy explained that it did
not comply with the order in part because of financial reasons, and that if it complied, “there would be

nothing left to appeal” because valuable assets would be destroyed.
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[64] Renergy described that its original development plan was to generate value from the
non-producing wells using geothermal technology developed by the Chinese renewable energy company
Nobao Group. In addition to being a director of Renergy, Mr. Sun is Chairperson and CEO of Nobao
Group. Mr. Sun explained that this was a long-term plan that was disrupted by Covid, subsequent low oil
prices, the financial challenges of its working interest partner Sunshine, and a proposed business merger

between Sunshine and Nobao Group that did not proceed.

[65] Mr. Hibberd, a director with Renergy, stated that Renergy “view the assets as quite valuable.
There are five well pads which have value on their own. There are a lot of wellbores that are suspended
that we believed were going to be commercial with the sort of systems that, at that time, we expected
Nobao to be trying to put in place ... obviously that hadn't happened yet, but if we had proceeded with the

abandonment, that meant that we were destroying the value of those pads.”

[66]  After the order was issued, Mr. Hibberd explained that Renergy’s business plans changed because
“Renergy’s efforts would not address the issues that [the] AER had outlined.” Mr. Hibberd stated, “we
believed that we could present a plan on how to deal with those wells that would avoid abandonment,
whether it was through us or a transaction with somebody.” Renergy explained that any sites that were
abandoned would require substantial capital and the drilling of new wells. Mr. Sun stated that Renergy

did not want to abandon the wells because “it’s much better to repair them so they can start to produce.”

[67] Renergy, as part of its confidential submissions and oral testimony, presented letters of intent
from a third party to purchase some of Renergy’s assets. Details of the offers remain confidential.
Renergy submitted that the offers demonstrate the value of certain assets and support its assertion that the
licences should not be abandoned and reclaimed as required by the order. Renergy further stated that the
potential purchaser was interested in reactivating some wells and carefully selected sections of land and
existing multiwell pads that it had determined were valuable. Some inactive or abandoned wells were

excluded from the offers.

[68]  Regulatory Compliance acknowledged that the order requires Renergy to abandon and reclaim
the sites. This action would eliminate the opportunity for Renergy to produce from those wells. However,
Regulatory Compliance disputed that Renergy’s wells were valuable, noting that 45 of the 59 inactive
wells had not produced in over a decade, and the remaining 14 inactive wells never produced. Its witness
panel noted that it was unaware of any third-party reserves report or other technical information
demonstrating the wells could produce again and that the remaining subsurface hydrocarbon resources

have potential value.

[69] Regulatory Compliance explained that a licensee is “free to produce as much oil as they want out
of these wells” and could decide to reactivate and produce the wells if the requirements of Directive 013
are met. However, because Renergy had not provided reasonable care and measures to prevent damage or

impairment to the wells, there is no guarantee that the existing wells could be restarted. Regulatory
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Compliance noted that regardless of the wells’ condition, the hydrocarbon resources remain in place and

could be developed by another licensee.

[70]  Regulatory Compliance explained that when an order is issued it stays with the licences and
remains in place even if an asset sale occurs and the AER approves the licence transfers. This means that
a purchaser must comply with the order, or request that certain wells be excluded. Regulatory Compliance
explained that under Directive 088, purchase and sale agreements do not automatically result in licence
transfer. Licence transfers require an application to the AER’s eligibility transfer and security team. This
team completes holistic licensee assessments on both the transferor and the transferee to assess the
viability of the potential transfers. If the team approves the licence transfers, they may impose conditions

on the transfers, including a security deposit.

[71]  In addition, Regulatory Compliance noted that public lands dispositions cannot be approved for
transfer if either party owes a debt to the Crown or municipal taxes; currently, Renergy owes municipal
taxes. Regulatory Compliance explained that examples of public land dispositions that would be subject

to this condition are the access road and surface Crown leases.

[72]  Regulatory Compliance stated that this potential commercial transaction only came to light in
May 2026 and was not a consideration when the order was issued in May 2025. Regulatory Compliance
submitted that, regardless of this potential transaction or when it came about, it is not within the AER’s
mandate to suspend its public and environmental safety oversight duties pending the outcome of
negotiations between Renergy and a third party. Regulatory Compliance’s position is that potential asset

sales are irrelevant to the need for and enforceability of the order.

Panel Analysis and Findings

[73] We concluded earlier that the decision to issue the order was based on Renergy’s noncompliances
and was required to protect the public and the environment. We acknowledge that the order requires
Renergy to abandon and subsequently reclaim its sites. However, Renergy did not provide persuasive
evidence to demonstrate the potential economic value of its assets and the alleged loss of that potential
through the enforcement of the order. Regardless, we find that the value of its assets does not outweigh or

alter the need for the regulatory action.

[74] Renergy asserted that the offers to purchase demonstrate that its assets have development
potential and economic value. Renergy highlighted the multiwell pads, potential reactivation candidates,
and the access road as assets that would be sterilized if it executed the order. However, we are not
persuaded that the purchase offers themselves demonstrate that these tangible assets are valuable and
should not be abandoned and reclaimed. A potential purchaser can be interested in acquiring a company’s
assets for many other reasons, including lease tenure, subsurface mineral rights, development plans

targeting different geological horizons, and the application of different technologies. In the absence of
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evidence, it is inappropriate for us to speculate on how (or whether) a third party attributed value to the

Renergy’s existing assets or to the prospect of future resource recovery or development from those assets.

[75] Renergy indicated that the potential purchaser is considering reactivating some wells. However,
the wells have not produced in over a decade, and Renergy provided no evidence that the wells can be
safely restarted and produced. Nor did they provide any evidence that there is any remaining subsurface
hydrocarbon resource to develop. Information such as geological and engineering analysis, well integrity
assessments, workover plans, production forecasts, or a reserve report could have supported Renergy’s
position. Based on the evidence before us, we were not persuaded that Renergy’s assets have inherent

value that would be sterilized by the order.

[76]  There is uncertainty in the timing of a potential sale and whether it will proceed. Renergy stated
that the party that submitted the offers has an AER record of compliance and is in “good standing” with
the AER. However, no persuasive evidence was provided to support this claim. The offers remain subject
to standard terms and conditions and due diligence; therefore, the purchase price quoted may not be the
final price. We note that the order does not restrict the sale of Renergy’s assets, nor does it appear to have
deterred the potential purchaser from submitting offers. Even if the sale proceeds, the licence transfer
process, as described by Regulatory Compliance and documented in Directive 088, determines whether

the AER approves, approves with conditions, or denies the application.

[77]  As discussed previously, the order was issued to protect the public and the environment and did
not consider the inherent or potential value of Renergy’s assets. We were not persuaded that the order
should be varied, suspended, or revoked to account for the potential value of the assets or the asset sales

that may or may not happen.

Should the AER Provide Time and Flexibility for Renergy to Address the Noncompliances?

[78]  Renergy stated that a lack of funds contributed to its noncompliances and would be resolved with
the sale of most of its assets. Renergy requested that we amend the order to exclude the licences itemized
in the purchase offers, then provide it with time to address the remaining wells not included in the offers.
Mr. Hibberd submitted that Renergy would “like a variation to obviously give time to complete the
transaction and transfer the wells that we’re talking about and examine the viability of the remaining

wells that we’re responsible for, noting that we have a deposit that should deal with the liability.”

[79] Renergy proposed that it be permitted to catch up on its outstanding closure spend arrears over a
two-year period. The two years would begin at the date of issue of this decision. Renergy would then

compile an abandonment and reclamation plan to address its remaining licences.

[80]  Regulatory Compliance explained that based on Directive 011 regional cost data, Renergy’s total
long-term liability is estimated at $7 144 092. To partially offset this risk, the AER currently holds
$3 732 543 in security. Regulatory Compliance explained that this security is “designed to offset the
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estimated costs of abandoning and reclaiming the wells and facilities at the end of life” and is required
when there are concerns that a licensee may be unable to meet the long-term liability management
requirements. This security should not be confused with the security requirements associated with the

Inventory Reduction Program, described in Directive 088.

[81]  The Inventory Reduction Program requires that licensees spend an annual amount on closure
work. The required spend is calculated based on the amount of a licensee’s inactive liability, and each
licensee must meet this spend by conducting closure activities on eligible wells and facilities. Closure
work includes abandonment, reclamation, and remediation. If a licensee does not spend the required
amount on closure work, then the Oi/ and Gas Conservation Rules requires the licensee to pay security in
lieu of work. Regulatory Compliance explained that this security serves a different purpose than the
security held by the AER for long-term liability management. To date, Renergy has not completed any
mandatory closure work, and the arrears for its proportional share of the industry closure quota from 2022
to 2025 are now $1 231 422.

[82]  Regulatory Compliance explained that the requirement for a security deposit for the outstanding
closure work was communicated directly to Renergy through a security assessment, notices of
noncompliance, and administrative sanctions. In addition, the information regarding the annual industry
closure quota is also communicated to all AER licensees via industry consultation sessions and in
published bulletins.

[83] Regarding Renergy’s proposal for two years to pay its outstanding closure quota, Regulatory
Compliance noted that Renergy never requested a payment plan in respect of these amounts. Regulatory
Compliance submitted that the two-year payment plan proposal would constitute special treatment of

Renergy, and this is not a basis to revoke, vary, or suspend the order.

Panel Analysis and Findings

[84] Regardless of whether the proposed transaction ultimately proceeds, the question before us is
whether the current record justifies providing additional time or flexibility to Renergy to address its

noncompliances. Based on the circumstances before us, we are not convinced that it does.

[85] Renergy's broader compliance strategy depends on a series of uncertain future events, such as the
completion of the proposed asset sale, licence transfer approvals, and future funding, with no clear plan or
certain timeframe for achieving compliance. We are not persuaded to give Renergy an undefined period
of time to resolve its noncompliances. Further delaying closure work on inactive assets is not an outcome
that protects the public and the environment, nor does it further the orderly development of resources in
Alberta. The AER’s compliance concerns have been ongoing since 2023 and, during this time, Renergy

has demonstrated little willingness to address these. As discussed previously, we heard evidence
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regarding the well casing failure, which demonstrated to us that Renergy has historically not resolved

compliance issues when provided with more time.

[86] We understand from Renergy that financial issues contributed to its inability to address the
noncompliances. However, the regulatory framework does not provide accommodations based on a
company’s financial position. Licensees are expected to maintain regulatory compliance despite
unexpected financial events. In this regard, we find we are in a comparable situation to the panel that
decided the 2024 regulatory appeal of AER orders to AlphaBow Energy Ltd. In its 2024 ABAER 001
decision, the panel stated, “The AER does not have the latitude to waive regulatory requirements while
AlphaBow improves its financial situation.” Renergy is asking us to waive regulatory requirements until
such time as they can get their business affairs in order. The timeframe requested by Renergy is

undefined, and we are not persuaded to vary the order on this basis.

[87]  In addition, we remain concerned that the only compliance pathway presented by Renergy
involves a third party. Renergy did not present us with a contingency plan should the offers to purchase
fall through or due diligence result in lower purchase prices. We do not view the sale proposals to have
any more certainty than the historical discussions regarding external financial assistance from Nobao

Group or Sunshine.

[88]  We are not persuaded by Renergy’s proposal to vary the order to exclude licences included in the
offers to purchase. As we discussed previously, there is no certainty that the sale will be completed and

the licence transfers approved.

[89] Renergy did not provide evidence of how it proposes to meet its annual closure quota going
forward, other than asking for a two-year payment plan post-decision to address its arrears. Based on oral
testimony from Renergy’s witnesses, we are not clear if Renergy understands the closure quota
requirements and the need for security in lieu of closure work, and how this differs from the long-term
liability security deposit held by the AER. It was also unclear to us whether the proposed payment plan

was reliant on the completion of the sales process or if monies were available elsewhere.

[90] Based on our reasons above, we decline to provide Renergy with additional time and flexibility to

address the noncompliances.

Should We Confirm, Vary, Suspend, or Revoke the Order?

[91] We must determine whether the information before us, including information that became
available after the order was issued, provides a basis to confirm, vary, suspend, or revoke the order.
Through the course of this proceeding, we received information from Renergy that the SDM did not have

when deciding to issue the order in May 2025, including the following:

e Purchase of an insurance policy in August 2025.
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e Renergy’s decision not to comply with the order after its stay application was denied in November
2025. This decision was due in part to its financial challenges and its view that noncompliance was a

principled response to preserve appeal rights.
e A two-year payment plan proposal to address its closure quota arrears.

e Receipt of nonbinding offers in May 2026 to purchase certain non-producing assets. Not all
Renergy’s licences are included in these offers, and Renergy proposed to retain those assets and that
the order be revised to account for this potential divestiture. If the sales close, then Renergy

committed to using its share of the proceeds to meet its regulatory compliance obligations.

o Payments that were made immediately before the hearing to address the outstanding AER

administration fees, orphan fund levy, marketing invoice, and various penalties.
e A verbal commitment made at the hearing to repair the well casing failure before June 30, 2026.
e A verbal commitment made at the hearing to pay its outstanding municipal taxes.

[92] We also note that at the time of the hearing the following unresolved noncompliances remained:

o All wells are noncompliant with Directive 013.

o Closure quota arrears of $1 121 422 because no mandatory closure work was completed from 2022 to
2025.

o Failure to repair the well casing failure after assuring the panel that it would be completed by

January 30, 2026, and after making a second commitment to repair it before the hearing.
e Unpaid municipal taxes.
e Noncompliance with spill preparedness requirements.

o Failure to submit a reclamation plan.

Renergy’s Position

[93] Renergy stated that because the regulatory appeal is a de novo proceeding, we should consider
new evidence, including the recent purchase offers. Renergy submitted that the order is no longer

appropriate given this new evidence.

[94] Renergy does not dispute the noncompliances and acknowledges that it has not complied with the
order. Renergy argued that complying with the order would have rendered the appeal moot, as
abandonment would have destroyed asset value and eliminated the subject matter of the appeal. Renergy
commented that the denial of the stay in November 2025 placed it in an “extraordinarily difficult”

position, requiring it to prioritize preservation of asset value over compliance with the order.
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[95] Renergy stated that the order was premised on the assumption that its assets lacked value and
would ultimately be transferred to the OWA. Since the order was issued, Renergy has been working to
find a solution to address the noncompliances and ensure that its assets were not abandoned or transferred
to the OWA. Renergy stated that the offers to purchase demonstrate that certain assets have value and
production potential. On this basis, Renergy contends the order is no longer appropriate and should be
varied accordingly. In addition, Renergy’s counsel argued that the potential sale of the assets is in the

public interest and avoids liability being transferred to the OWA.

[96] Renergy’s counsel acknowledged in closing argument that “AER rules need to be followed, but
regulatory appeals exist for a reason. Sometimes statutory decision makers, notwithstanding the best
intentions, get it wrong.” Renergy’s counsel asked us to consider, “Would the original decision-maker
have made this decision with the evidence that you have before you now? Would there be memos on the
record accompanying the order stating that these assets are unlikely to ever be produced and are likely to
go OWAZ? I submit that had the decision-maker had that information, the information that you have in

front of you, she would not have reached the same decision.”

Regulatory Compliance’s Position

[97] Regulatory Compliance asked us to confirm the order submitting that it would be “contrary to the
AER’s mandate under REDA to permit ongoing noncompliance, even if the noncompliant licensee
represents that it will obtain funding in the near future or that it has a plan for obtaining funding or
otherwise coming into compliance.” Counsel for Regulatory Compliance argued that varying the order
would set a dangerous precedent because it indicates to industry that licensees can use the regulatory

appeal process to avoid complying with the regulatory framework.

[98]  Regulatory Compliance repeatedly stated in its written and oral evidence that regulatory rules
exist for a reason and must be followed. The AER’s mandate is to ensure the responsible development of
energy and mineral resources. This must be done in an efficient, safe, orderly, and environmentally
responsible manner while adhering to the regulatory framework. Varying the order would provide other
licensees with an opportunity to excuse noncompliance for financial reasons or scenarios when a licensee

can no longer safely operate its sites.

[99] The SDM, Ms. Cabot, under cross-examination by Renergy, stated that it would be in the public
interest if the assets could produce and operate under a licensee that complies with regulatory
requirements. When questioned as to which outcome was preferable—the abandonment of the assets or
the sale and later production of the assets—she replied that it would only be in the public interest if all of
the assets, including those remaining with Renergy, were managed appropriately. The SDM reiterated,
“It's my opinion ... if the outcome is such that there is a guarantee that assets remaining with Renergy
would be abandoned appropriately and the remaining assets were with a company that we had assurances

were solid licensees that were in compliance with the rules could be operated safely, that would be the
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best outcome.” The SDM was uncertain whether Renergy could satisfy their regulatory obligations given

the AER’s experience with the company.

[100] Regulatory Compliance also cautioned that it is not a good outcome for the public if
noncompliant licensees can use the regulatory appeal process to delay enforcement actions or use it to

provide time to sell their assets.

Panel Analysis and Findings

[101] We are not persuaded there is a basis for us to vary, suspend, or revoke the order. Renergy’s
noncompliances are not recent and have persisted for several years, despite escalating regulatory action
and multiple opportunities for Renergy to address them. Although Renergy has proposed a future pathway
to compliance, it remains dependent on a series of contingent events and does not provide a clear or
enforceable timeframe for achieving compliance. We are not persuaded that it would be appropriate to

allow the current noncompliances to continue based on the possibility that those future events may occur.

[102] Itis contrary to the AER’s mandate to permit ongoing noncompliance after enforcement action of
this nature has been taken. The speculative future plans of a licensee are not a basis for changing an order.
The licence eligibility process outlined in Directive 067, combined with the requirements of

Directive 088, is used to assess a licensee’s current capability to meet its regulatory and liability
requirements. The ongoing assessment of a licensee’s eligibility and capability to manage its assets
appropriately does not consider a corporation’s potential future business plans and hypothetical financial

situation.

[103] Renergy has not complied with the order, citing several reasons: corporate financial difficulties,
working-partner challenges, asset value preservation, insufficient funds to address noncompliances,
inaccessibility of locations, and the unavailability of contractors. However, Directive 067 states that
“acquiring and holding a licence or approval for energy development in Alberta is a privilege, not a
right.” This privilege is earned by licensees who can operate their AER-licensed assets responsibly and in
accordance with the requirements. The panel finds that Renergy has consistently failed to demonstrate

that it can do this.

[104] Renergy asked us to vary the order based on recent offers from a third party to purchase some of
its assets. Renergy’s opinion is that these offers demonstrate that its assets are valuable and therefore
should not be subject to the abandonment provisions in the order. However, no new evidence was
submitted (e.g., engineering or reserve reports, well logs, production forecasts) to demonstrate that its
existing wells and facilities are valuable and have development potential. We are not persuaded to vary
the order based on a nonbinding offer to purchase. Furthermore, the speculative future production status

of the wells does not constitute a reason to vary, suspend, or revoke the order.
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[105] Renergy’s counsel asked us to consider that “[t]he record shows a desire to clean up amounts due
and to clear up matters of concern to the AER, and that should count for something.” We acknowledge
that Renergy made some overdue payments in the days immediately before the hearing. However,
Renergy has made numerous written and oral commitments to address the noncompliances, both before
and after the issuance of the order, that it has been unable or unwilling to follow through on. Renergy’s
behaviour in this regard demonstrates an unfortunate pattern of making assurances to the AER, including
this panel, that it then does not meet. This behaviour was exemplified by the commitments Renergy made
to us that the casing failure would be repaired before the hearing, but it was not. Renergy also made
assurances that the casing failure would be repaired by June 30, 2026, but it did not present any evidence
that it had the funds or work crews available to complete this work. We find that Renergy’s assurances

are not a basis for varying, revoking, or suspending the order.

[106] Section 4 of the OGCA states that the regulatory requirements for AER's licensees are in place to
provide for the economic, orderly, efficient, and responsible development in the public interest of the oil
and gas resources of Alberta. Treating Renergy differently from other licensees by waiving compliance
requirements for an indefinite time based on the potential value of its assets or on assurances of future
compliance, regardless of whether those assurances ultimately materialize, creates uncertainty and
inconsistency in the regulatory system. Licensee compliance with the regulatory framework is necessary
to ensure safe and responsible energy development and protect the public and the environment. We
conclude that it is in the public interest to have a consistent regulatory regime, especially when dealing

with matters related to the protection of the public and the environment.

[107] We consider that the best outcome for Renergy’s licences is one that is consistent with the AER’s
mandate and the public interest. This means a solution where the sites are safely managed and regulatory
requirements are met. Protection of the public and the environment is supported when reasonable care and
measures are provided, and compliance work is completed in a timely manner. We do not have a

preference for whether this is undertaken by Renergy, a potential purchaser, or the OWA.

[108] Many companies encounter financial and operational difficulties. A licensee must be able to fund
its regulatory obligations and maintain compliance regardless of its financial health and external

circumstances. The regulatory requirements governing energy development in Alberta are not suspended
for licensees in times of financial trouble or challenging operating conditions. As the licensee, Renergy is

responsible for always meeting its regulatory requirements.

[109] We are not persuaded to vary, suspend, or revoke the order based on the new evidence provided
by Renergy during this proceeding. The purchase offers are speculative at best and do not address
Renergy’s current noncompliances. Varying the order on this basis is contrary to the AER’s mandate to
ensure efficient, safe, orderly, and environmentally responsible development of energy and mineral

resources.
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Conclusions

[110] The decision to issue the order in May 2025 cannot be viewed in isolation. This was a continuum
of events that began potentially as early as the acquisition of non-producing assets in 2014. The order was
issued due to escalating regulatory actions that began in November 2023 and gathered momentum as
Renergy’s regulatory compliance declined and its financial difficulties increased, both of which are

documented in the record of this proceeding.
[111] We conclude the following:

e The rationale used to issue the order was reasonable and appropriate. Renergy demonstrated repeated
and continued noncompliance. We find that issuing the order was a reasonable and necessary

response to protect the public and the environment.
e A 90-day timeframe to abandon 59 wells and their associated facilities is reasonable.

e The evidence presented did not demonstrate that Renergy’s tangible assets are valuable and capable
of production. The order does not restrict the sale of Renergy’s assets; although there are regulatory
steps that must occur before licence transfers are potentially approved. The hydrocarbon resources are

still in the ground and remain available for development.

o Providing Renergy with additional time or flexibility to comply with the order is not warranted. The
order has been in place for over a year, and Renergy has historically not addressed its compliance

issues when given more time and its financial challenges remain unresolved.
e Renergy’s evidence did not provide a basis for varying, suspending, or revoking the order.

[112] Based on our findings above, we confirm the decision to issue the order dated May 6, 2025, to

Renergy Petroleum (Canada) Co. Ltd.

Dated in Calgary, Alberta, on August 17, 2026.

Alberta Energy Regulator

Brian A Zaitlin PhD, PGeol, CPG
Presiding Hearing Commissioner

Jillian Campbell, MSc, PBiol, DABT
Hearing Commissioner

Shona Mackenzie, CDir, PEng
Hearing Commissioner
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Appendix 1 May 6, 2025, Order to Renergy Petroleum (Canada) Co. Ltd.
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o) 2 saerta Order
Energy

=g Regulator

Made at Calgary, in the
Province of Alberta, on

May 6, 2025 ALBERTA ENERGY REGULATOR

Under sections 22 and 27 of the Oil and Gas Conservation Act (OGCA), section 23 of the Pipeline Act,
and sections 140 and 241 of the Environmental Protection and Enhancement Act (EPEA)

Renergy Petroleum (Canada) Co., Ltd.
1910, 715 — 5 Avenue S.W.
Calgary, AB T2P 2X6

(Renergy, or the Licensee)

WHEREAS Renergy is the holder of Business Associate code AGMG and holds licences granted by the
Alberta Energy Regulator (AER or the Regulator) under the OGCA as listed in Appendix 1 (collectively,

the Licences);

WHEREAS there is physical infrastructure associated with the Licences, including wells, well sites,

facilities, and facility sites (collectively, the Sites);

WHEREAS Renergy was licensed or otherwise authorized by the AER to operate the Sites on the lands as
legally described in Appendix 1 (the Lands);

WHEREAS Renergy is an operator as defined in section 134(b) of the EPEA;

WHEREAS the Lands are specified land as defined in section 134(f) of the EPEA and section 1(t) of the

Conservation and Reclamation Regulation;

WHEREAS section 137 of the EPEA states that an operator must conserve and reclaim specified land,
and unless exempted by the regulations, obtain a reclamation certificate in respect of the conservation and

reclamation;

WHEREAS reclamation certificates have not been issued for the Lands under section 138 of the EPEA,;

AER Order 1



Field Compliance and Emergency Response

WHEREAS on September 16, 2024, the AER issued a Compliance Summary Letter (CSL) to Renergy,
advising it of a number of noncompliances, including administrative noncompliances, outstanding field
inspections, Directive 013: Suspension Requirements for Wells (Directive 013) noncompliant wells, and
the failure to report a casing failure as required under Directive 087: Well Integrity Management
(Appendix 2);

WHEREAS thirty-seven of Renergy’s wells are medium-risk type 6 wells and are noncompliant with the

suspension requirements in Directive 013,

WHEREAS in the CSL, Renergy was advised that it was only exempt from the Directive 071: Emergency
Preparedness and Response (Directive 071) spill requirements if its wells were suspended in accordance
with Directive 013, and whereas on the date of this Order, thirty-seven of Renergy’s wells are

noncompliant with Directive 071;

WHEREAS Renergy is not a member of the Western Canadian Spill Society and is noncompliant with

the spill preparedness requirements in Directive 071,

WHEREAS Renergy’s average satisfactory field inspection rating from January 1, 2022, to January 1,
2025, is 14.63% as compared to the industry average of 72.44%;

WHEREAS on April 17, 2024, Renergy informed the AER in a meeting and follow-up email that
Renergy’s working interest participant, Sunshine Oilsands Ltd. (Sunshine), was providing the emergency

response for the Sites;

WHEREAS on February 24, 2025, due to concerns that Sunshine was unable to adequately monitor the
infrastructure at its sites, respond to acute incidents, and posed a risk to the public safety and the
environment, the AER issued an order to Sunshine and the Orphan Well Association (the OWA) directing

the OWA to provide reasonable care and measures and emergency response for Sunshine’s sites;

WHEREAS on March 10, 2025, an AER inspector emailed Renergy requesting an update on outstanding
inspection noncompliances for inspections FIS532458, 532655, 537520, 537119, 537207, 537348,
537368, and 537382 (Appendix 3);

WHEREAS on March 19, 2025, the CEO for Sunshine, JianPing Sun, informed the AER by email that
Renergy’s noncompliances had not been addressed citing weather conditions and funding constraints. The
email indicated the focus was on resolving the issues at Sunshine’s West Ells facility and the issues at

Renergy sites would be addressed after funding was secured;

WHEREAS on April 17, 2025, an AER inspector called the 24-hour emergency response number posted
at Renergy’s sites and it was answered by an individual from Sunshine’s West Ells control room who was
unaware of Renergy, and who indicated the number would not initiate any response to an incident at

Renergy’s sites;




Well Casing Failure W0430715

WHEREAS on November 3, 2023, while inspecting Renergy’s site located at 01-04-085-25W4M (FIS
537382), an AER inspector noted a hissing sound from well licence no. W0430715 and a large crack in
the cement surrounding the base of the well, and sent Renergy an information request regarding the

findings;

WHEREAS on May 15, 2024, Renergy reported to the AER that the source of the gas leak at the 01-04-
085-25W4M site was the result of a crack on the collar of the surface casing of well licence no.
W0430715;

WHEREAS on September 26, 2024, the AER approved Renergy’s plan to repair the casing failure for
WO0430715, and informed Renergy it must request an extension if the work was not completed by
November 30, 2024;

WHEREAS on December 18, 2024, Renergy responded to an AER update request regarding the status of
the casing repair and stated it had received quotations from vendors and would complete the repair prior
to January 30, 2025;

WHEREAS on April 1, 2025, the AER issued a Notice of Noncompliance to Renergy for failing to repair
the casing failure of well licence no. W0430715, located at 01-04-085-25W4M, with a deadline of May 1,

2025, to achieve compliance;

WHEREAS as of the date of this Order, Renergy has not completed the casing repair for well licence no.
W0430715;

Mandatory Closure Spend Quota

WHEREAS section 4.1(3) of Directive 088: Licensee Life-Cycle Management (Directive 088) requires
licensees to meet their annual mandatory closure spend quota (MCSQ) and whereas section 3.2 of
Directive 068: Security Deposits requires licensees who fail to meet the MCSQ to provide a security

deposit;

WHEREAS on November 2, 2023, the AER imposed Global Refer status on Renergy for failing to come
into compliance with the 2022 MCSQ;

WHEREAS on September 17, 2024, the AER limited Renergy’s licence eligibility as it was determined
that Renergy posed an unreasonable risk, due to failure to meet the 2022 and 2023 MCSQ;

WHEREAS as of the date of this Order, Renergy has not reported any closure spending to meet the 2024
MCSQ;




Holistic Licensee Assessment

WHEREAS under section 2 of AER Directive 088, the AER will comprehensively assess a licensee (the
Holistic Licensee Assessment, or HLA) to inform regulatory decisions regarding the capability of a

licensee to meet its regulatory and liability obligations throughout the energy development life cycle;

WHEREAS the HLA includes the factors listed in section 4.5 of AER Directive 067: Eligibility
Requirements for Acquiring and Holding Energy Licences and Approvals (Directive 067), the Licensee
Capability Assessment factors found in section 2.1.1 of Directive 088, and any other factors as

appropriate in the circumstances;

WHEREAS the AER completed an HLA on Renergy on March 20, 2025, and in addition to the
contraventions and issues listed in this Order, identified that Renergy is highly financially distressed and
has not reported any oil or gas production since December 2014, cannot provide reasonable care and

measures for its sites, and poses a high risk for being unable to meet its end-of-life closure obligations;

WHEREAS the HLA found that Renergy owes a total of $3,333.16 for the 2024 AER Administration Fee
and $22,962.25 for the 2024 Orphan Fund Levy;

WHEREAS the HLA also found Renergy owes municipal taxes in excess of $10,000 to the Municipal
District of Opportunity No. 17;

Manager Assessment

WHEREAS Rondine Cabot, Manager, Field Operations Central (the Manager), has the authority to issue
orders under the OGCA, the Pipeline Act, and the EPEA;

WHEREAS based on the above, the Manager is of the opinion that Renergy has contravened AER rules

and regulations, and it is necessary to impose terms and conditions regarding those contraventions;

WHEREAS based on the Renergy’s lack of emergency response, current and historical compliance
issues, Renergy’s long inactive status, and the risks identified in the HLA, the Manager believes it is
necessary to order Renergy to abandon its wells, facilities, and pipelines to protect the public and the

environment;

WHEREAS the Manager is of the opinion that the performance of the work described in this Order is

necessary to conserve and reclaim the Lands;

Therefore, I, Rondine Cabot, Manager, Field Operations Central, under sections 22 and 27 of the OGCA,
section 23 of the Pipeline Act, and sections 140 and 241 of the EPEA, do hereby order the following:

Abandonment

1. Renergy shall abandon the Sites, listed in appendix 1, within ninety (90) calendar days of the date of
this Order.




2. Abandonment work, including surface abandonment and removal of cement pads, debris and
produced liquids associated with the wells, must be completed in accordance with AER requirements.

3. Renergy shall maintain insurance per the requirements in section 4.2 of Directive 067 and shall
immediately notify the AER of any changes to its insurance policy.

Reclamation

4. Within thirty (30) calendar days from the date of this Order, Renergy shall submit a Reclamation

plan for AER approval for the conservation and reclamation of the Lands.

5. The Reclamation Plan shall include the actions Renergy will take to reclaim the Lands and obtain
reclamation certificates as required by section 137 of the EPEA. At a minimum, the Reclamation Plan

shall include:

a) A list of all actions to be taken in obtaining a reclamation certificate (for example, Environmental

Site Assessments, Detailed Site Assessments, Reclamation Certificate applications); and
b) A schedule of implementation for each step in the Reclamation Plan.
6. If any changes occur to the Reclamation plan, Renergy must immediately inform the AER in writing.

7. Renergy must implement the Reclamation Plan, as approved by the AER. The AER will advise
Renergy if the Reclamation plan is complete or requires changes. Renergy will be required to submit
any outstanding elements to the AER, or provide additional information to the AER, until the AER

advises that the Reclamation plan is complete.

8. Renergy shall apply for a reclamation certificate for each of the Sites once that site is fully reclaimed
in accordance with section 137(2) of the EPEA.

Reporting

9. Renergy shall submit a weekly written report summarizing actions and progress in abandoning the

Sites to the Manager. The weekly report shall be sent to ComplianceAssurance@aer.ca.

General

10. All submissions related to the completion of abandonment or reclamation must be submitted in the
format and to the appropriate AER system, as required by AER regulations. All submissions required

in this Order shall be sent to ComplianceAssurance@aer.ca.

11. If requested by the Manager, Renergy shall submit, within two (2) business days, any records
pertaining to this Order.

12. Where a deadline or reporting frequency has been specified in this Order, the AER may authorize in

writing a different deadline or reporting frequency as applicable.



mailto:ComplianceAssurance@aer.ca
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13. In carrying out the requirements of this Order, Renergy shall obtain and comply with all required
federal, provincial, or municipal permits and governing legislation and provide to the AER all

authorizations obtained upon request by the AER.

14. All applicable regulatory requirements are to be followed and complied with in the undertaking of

any actions or directions prescribed under this Order.

15. Dated at the City of Calgary in the Province of Alberta, the 6th day of May, 2025

.
{2t

Rondine Cabot
Manager, Field Operations Central
Alberta Energy Regulator

In complying with this order, the party or parties named must obtain all approvals necessary,

notwithstanding the above requirements.

This order in no way precludes any enforcement actions being taken regarding this matter under the
OGCA, Pipeline Act, or the EPEA, or any other provincial or federal legislation, or by any other regulator

with jurisdiction.

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. If you wish to file a request for regulatory appeal, you must submit your request according to
the AER’s requirements. You can find filing requirements and forms on the AER website, www.aer.ca,

under Applications and Notices: Regulatory Appeal Process.




Appendix 1

Table 1: Wells
Licence Well UWI Status |Surface Location |Working Interest

Renergy Petroleum (Canada) Co., Ltd. 50%
W0443261 |00/02-05-083-02W5/0 [Inactive 02-05-083-02WS5 |Sunshine Oilsands Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W0441065 [00/16-33-082-02W5/0 |Suspension |16-33-082-02WS5 [Petroleum (Canada) Co., Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W0440853 [00/09-09-085-25W4/0 |Inactive 09-09-085-25W4 [Petroleum (Canada) Co., Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. 50%
W044083900/13-16-085-25W4/0 [Suspension [13-16-085-25W4 [Sunshine Oilsands Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W0440680(02/07-25-084-26W4/0 |Suspension [07-25-084-26W4 [Petroleum (Canada) Co., Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. 50%
W0440677 [03/09-28-082-02W5/0 |Suspension [09-28-082-02WS5 [Sunshine Oilsands Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W0437491|03/13-04-085-25W4/0 |Suspension [13-04-085-25W4 |Petroleum (Canada) Co., Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. 50%
W0436433 [04/05-04-085-25W4/0 |Suspension [08-05-085-25W4 [Sunshine Oilsands Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W0435163 [02/16-05-085-25W4/0 |Suspension [13-04-085-25W4 [Petroleum (Canada) Co., Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. 50%
W0435162[03/05-09-085-25W4/0 |Suspension |[13-04-085-25W4 [Sunshine Oilsands Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W043516102/05-09-085-25W4/0 |Suspension [13-04-085-25W4 |Petroleum (Canada) Co., Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. 50%
W0435160 [02/04-09-085-25W4/0 |Suspension [13-04-085-25W4 [Sunshine Oilsands Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W0435159 [00/04-09-085-25W4/0 |Suspension [13-04-085-25W4 [Petroleum (Canada) Co., Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. 50%
W043515802/13-04-085-25W4/0 |Suspension |[13-04-085-25W4 [Sunshine Oilsands Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W0435157 [00/13-04-085-25W4/0 |Suspension [13-04-085-25W4 Petroleum (Canada) Co., Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. 50%
W0435156 (04/12-04-085-25W4/0 |Suspension [13-04-085-25W4 [Sunshine Oilsands Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W0435155(03/12-04-085-25W4/0 |Suspension [13-04-085-25W4 |Petroleum (Canada) Co., Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. 50%
W0434512 (04/09-05-085-25W4/0 |Suspension [08-05-085-25W4 [Sunshine Oilsands Ltd. 50%

Sunshine Oilsands Ltd. 50% Renergy
W0434511 (03/09-05-085-25W4/0 |Suspension [08-05-085-25W4 [Petroleum (Canada) Co., Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. 50%
W0434510(06/09-05-085-25W4/0 |Suspension |08-05-085-25W4 [Sunshine Oilsands Ltd. 50%

W0434509

05/09-05-085-25W4/0

Suspension

08-05-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%




Licence

Well UWI

Status

Surface Location

Working Interest

W0434508

04/01-05-085-25W4/0

Suspension

08-05-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0434507

03/01-05-085-25W4/0

Suspension

08-05-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0434506

02/01-05-085-25W4/0

Suspension

08-05-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0434505

00/01-05-085-25W4/0

Suspension

08-05-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0430722

03/03-04-085-25W4/0

Suspension

01-04-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0430721

02/03-04-085-25W4/0

Suspension

01-04-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0430720

00/06-04-085-25W4/0

Suspension

01-04-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0430719

00/07-04-085-25W4/0

Suspension

01-04-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

WO0430718

03/01-04-085-25W4/0

Suspension

01-04-085-25W4

Renergy Petroleum (Canada) Co., Ltd
Sunshine Oilsands Ltd. 50%

. 50%

W0430717

00/08-04-085-25W4/0

Suspension

01-04-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0430716

02/01-04-085-25W4/0

Suspension

01-04-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0430715

00/01-04-085-25W4/0

Suspension

01-04-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0429179

AA/04-20-088-01W5/0

Abandoned

04-20-088-01W5

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0428412

AB/04-28-086-25W4/0

Abandoned

04-28-086-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0428167

AA/07-22-087-25W4/0

Abandoned

07-22-087-25W4

Renergy Petroleum (Canada) Co., Ltd
Sunshine Oilsands Ltd. 50%

. 50%

W0427921

AA/12-17-087-25W4/0

Abandoned

12-17-087-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0426929

00/03-17-085-25W4/0

Suspension

03-17-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0426656

00/10-08-085-25W4/0

Suspension

10-08-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0426655

00/03-08-085-25W4/0

Suspension

03-08-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0426648

00/03-05-085-25W4/0

Suspension

03-05-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0426603

AA/13-25-086-25W4/0

Abandoned

13-25-086-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0426576

00/14-12-085-26W4/0

Suspension

14-12-085-26W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0426490

00/03-04-083-02W5/0

Suspension

03-04-083-02W5

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%




Licence

Well UWI

Status

Surface Location

Working Interest

W0426463

00/06-06-085-25W4/0

Suspension

06-06-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0426462

00/01-08-083-02W5/0

Suspension

01-08-083-02W5

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

WO0426460

00/04-29-082-02W5/0

Suspension

04-29-082-02W5

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0426366

00/10-18-085-25W4/0

Suspension

10-18-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0426037

00/08-05-085-25W4/0

Suspension

09-05-085-25W4

Sunshine QOilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0426036

03/07-05-085-25W4/0

Suspension

10-05-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0426035

02/07-05-085-25W4/0

Suspension

10-05-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0426034

02/10-05-085-25W4/0

Suspension

10-05-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0426030

00/01-08-085-25W4/0

Suspension

09-05-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0426029

00/16-05-085-25W4/0

Suspension

09-05-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0425868

02/05-11-087-01W5/0

Suspension

05-11-087-01W5

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0424311

00/09-05-085-25W4/0

Suspension

09-05-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0422710

00/14-04-085-25W4/0

Suspension

11-04-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0422709

02/11-04-085-25W4/0

Suspension

11-04-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0422290

00/05-09-085-25W4/0

Suspension

11-04-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0422289

02/04-04-085-25W4/0

Suspension

11-04-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0422288

00/03-04-085-25W4/0

Suspension

11-04-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0418621

05/12-04-085-25W4/0

Abandoned

12-04-085-25W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

WO0417769

AA/09-21-085-25W4/0

Abandoned

09-21-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0417613

00/05-20-086-24W4/0

Suspension

05-20-086-24W4

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%

W0417511

00/11-04-085-25W4/0

Suspension

11-04-085-25W4

Sunshine Oilsands Ltd. 50% Renergy
Petroleum (Canada) Co., Ltd. 50%

W0346967

02/09-28-082-02W5/0

Suspension

09-28-082-02W5

Renergy Petroleum (Canada) Co., Ltd.

Sunshine Oilsands Ltd. 50%

50%




Table 2: Facilities

Company Name Licence [Status Surface Location WIP Name
Renergy Petroleum (Canada) Co., Ltd. 50%
Sunshine Oilsands Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. A6MG |F44870 |Inactive 13-04-085-25W4
Renergy Petroleum (Canada) Co., Ltd. 50%
Sunshine Oilsands Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. A6MG |F43677 |Inactive 08-05-085-25W4
Renergy Petroleum (Canada) Co., Ltd. 50%
Sunshine Oilsands Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. A6MG |F42818 |Inactive 01-04-085-25W4
Renergy Petroleum (Canada) Co., Ltd. 50%
Sunshine Oilsands Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. A6MG |F42513 Inactive 10-05-085-25W4
Renergy Petroleum (Canada) Co., Ltd. 50%
Sunshine Oilsands Ltd. 50%

Renergy Petroleum (Canada) Co., Ltd. A6MG |F42173 Inactive 11-04-085-25W4




Appendix 2

September 16, 2024

By email only

Michael Hibberd

Renergy Petroleum (Canada) Ltd. (A6MG)
1910, 715 5th Avenue SW
Calgary, AB T2P 2X9

Email: mhibberd@sunshineoilsands.com

Compliance Summary and Request for Update

Dear Michael Hibberd:

Alberta
Al Energy
wg» Regulator

Calgary Head Office

Suite 1000, 250 - 5 Street SW
Calgary, Alberta T2P OR4
Canada

The Alberta Energy Regulator (AER) met with Renergy Petroleum (Canada) Ltd. (Renergy) on April 17,
2024. Renergy committed to providing further information following that meeting. To date, the AER has

not received the information requested, as noted below.

Field Operations

e OnJune 27, 2024, the AER requested an update regarding gas migration testing, with a deadline
of July 12, 2024.

e On August 2, 2024, Michael Hibberd informed the AER the report would be available soon. The
report was submitted, and Alberto Figueras has advised the field inspector that the leak is from a
crack in the welded collar casing. This is not classified as gas migration but rather as a casing
failure. Directive 087: Well Integrity Management (Directive 087) requires that casing failures be
reported within 30 days of detection. The casing failure was confirmed in May and was not
reported to the AER through the designated information submission system until August 30,
2024. Additionally, Directive 087 requires that repairs for casing failures must be completed

within 90 days of the detection date, and this has also not been completed.

e The following field inspections have issues that need to be addressed:

FIS # Date of Location Remaining General Deadline
Inspection Issues
532458 2023-06-21 08-05-085-25W4M Post-disturbance 2024-08-30

assessment for the
historical sump.
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532655 2023-06-21 07-28-084-25W4M Post-disturbance 2024-08-30
assessment for the
historical sump.
537119 2023-11-03 13-04-085-25W4M Berm and site 2024-08-30
maintenance required. assessment
F44870
Civil engineering 2024-09-30
assessment of access repairs
roads and pad berm
integrity.
Wells require 2024 D013
inspections.
SCVF from W0430715
537348 2023-11-03 11-04-085-25W4M Wells require 2024 D013 | 2024-08-30
inspections. assessment
F42173
Civil engineering 2024-09-30
assessment of access deadline for berm
roads and pad berm repair.
integrity. ] ]
2024 inspections
were due by
August 30, 2024.
537361 2023-11-03 01-04-085-25W4M Wells require 2024 D013 | 2024-08-30
inspections.
W0417511
537366 2023-11-03 11-04-085-25W4M Wells require 2024 D013 | 2024-09-30
inspections. ] .
W0422290 2024 inspections
were due by
August 30, 2024.
537368 2023-11-03 01-04-085-25W4M Large rutting noted along | 2024-09-30

F42818

access road, no NNC
issued but recommend it
be addressed.

2024 inspections
were due by
August 30, 2024.
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537520 2023-11-03 LOC091069 Access Control Plan 2024-08-30

needs update
TFA101267

o Renergy is expected to respond to information requests and address the above
noncompliances.

Directive 013: Suspension Requirements for Wells (Directive 013)

e 59 wells are inactive, 51 are medium risk type 6 (MTG6).

e 22 MT6 wells are noncompliant with Directive 013 (63% compliance rating):
o 17 MT6 wells are overdue for inspection or have not had downhole operations reported;
o 2 wells have not had suspension reported;
o 2 wells have been inactive for more than 10 years.

e Please provide a plan with specific locations and timelines to bring these wells into
compliance with Directive 013 requirements.

Directive 071: Emergency Preparedness and Response (Directive 071)

e Per section 8 of Directive 071, Renergy is reminded that it is only exempt from the spill
preparedness program if the wells have been suspended in accordance with Directive 013.

e This includes completing and reporting inspections within the appropriate timeframe, as well as
any suspension work required by the well type.

e Asnoted above, 22 of Renergy’s wells are noncompliant with Directive 013 requirements.

o If the wells are not brought into compliance with Directive 013 requirements before
September 30, 2024, Renergy is expected to provide documentation of membership in good
standing with an approved spill society.
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Mandatory Closure Quota Spending

Section 4.1 (3) of Directive 088: Licensee Life-Cycle Management (Directive 088) states “Each
licensee must meet their annual mandatory spend, and supplemental spend if applicable, as
directed by the AER.”

Section 4.1 (4) of Directive 088 requires licensees to report all closure activities and spending for
the previous calendar year by March 31 of every year.

The mandatory closure spend quota requirements for Renergy are as follows:

Year Inactive Liability Mandatory Spend Spend Reported
2022 $5,354,233 $214,169 0 - overdue
2023 $5,354,233 $358,734 0 - overdue
2024 $5,042,273 $332,790 0 - overdue

Section 4.1 (7) of Directive 088 requires licensees who fail to meet the mandatory spending quota
to provide a security deposit.

On June 12, 2023, Renergy received a Notice of Noncompliance from the AER, requiring
Renergy to pay $214,169 in security.

On November 2, 2023, the AER imposed Global Refer status on Renergy for failing to come into
compliance by the October 23, 2023 deadline.

To date, Renergy has not responded to the Notice of Noncompliance or the administrative
sanction.

Renergy is expected come into compliance with this requirement.

QOutstanding Administration Fee and Orphan Fund Levy

Renergy did not pay its 2023 Administration Fee of $2,812.99 and was assessed a penalty of
$562.60.

Renergy did not pay its 2023 Orphan Fund Levy (OFL) of $19,367.05 and was assessed a penalty
of $3,873.41.

Renergy did not pay its 2024 Administration Fee of $2,777,63 and was assessed a penalty of
$555.53.

Renergy did not pay its 2024 OFL of $19,135.21 and was assessed a penalty of $3,827.04.
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e Renergy is expected to come into compliance regarding the outstanding Administration Fee
and the OFL.

Summary of Expected Actions

o Renergy is expected to come into compliance regarding the outstanding security required due to
Renergy’s failure to complete the 2022 and 2023 mandatory closure spend quota by September
30, 2024. Renergy should be aware that this is not an extension for compliance, and the
AER may take regulatory action prior to this date.

e Please provide a plan for AER approval with specific locations and timelines to bring the
Directive 013 noncompliant wells into compliance. The plan should be provided by September
30, 2024.

o Renergy is expected to come into compliance regarding the outstanding Administration Fee and
the OFL by September 30, 2024. Renergy should be aware that this is not an extension for
compliance, and the AER may take regulatory action prior to this date.

All requested information should be sent to ComplianceAssurance@aer.ca, attention Lonny Olsen no
later than September 30, 2024.

If Renergy does not come into compliance with the above items, the AER may escalate enforcement up to
and including an abandonment order.

If you have any questions, please feel free to contact me at the above email.

Regards,
%a Fomm
Lonny Olsen

Senior Compliance Assurance Specialist
Compliance and Liability Management

cc: Rondine Cabot, AER
Ashley Cross, AER

Sydney Haney, AER
Kwok Ping Sun, Renergy
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Appendix 3: Outstanding Noncompliance/Information Requests

Inspection Noncompliance/Information Request

ID#
532458 Information Request
e Post disposal site assessment on historical sumps.
o Try to determine if adequate cover material (1m clean fill) was placed over
the buried drilling waste.
532655 Information Request

e Try to determine if adequate cover material (1m clean fill) was placed over
the buried drilling waste.
537520 Noncompliance

e Access control not in place/inadequate.

537119 Noncompliance
e Inadequate protective measures for a facility closer than 100m to normal

high-water mark of a water body/permanent stream.

Information Request
e Require confirmation the pop tank is empty, fluid management and record

request remains outstanding.

537207 Noncompliance

e Posted emergency number does not initiate a response.

Information Request
e Confirmation on what the soil discolouration underneath some hoses/cable
from an engine shack was and address accordingly.
e Confirmation that fluids in old containment tray by one of the wells on site

meet pump-off criteria. Recommended it be emptied.

537348 Noncompliance
e Inadequate protective measures for a facility closer than 100m to normal

high-water mark of a water body/permanent stream.
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537382 Noncompliance
e Initially, failure to report casing failure.
e Has not completed repair of casing.

e Discolouration around well.
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Appendix 2 Hearing Participants

Principals and Representatives

(Abbreviations used in report) Witnesses
Renergy Petroleum (Canada) Co. Ltd. (Renergy) K. Sun
L. Berg, Legal Counsel M. Hibberd
J. Grey, Student-at-Law
AER Regulatory Compliance (Regulatory L. Olsen
Compliance) S. Haney
S. Tielesh, Legal Counsel I. Peleshok
B. Simmons, Legal Counsel R. Cabot

Alberta Energy Regulator staff
M. LaCasse, AER Counsel
K. Gibson, AER Counsel
T. Turner
T. Wheaton
A. Stanislavski
D. Parsons
E. Arruda
N. Hymers
E. Dang
J. Malangen

D. Garner

Alberta Energy Regulator
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Appendix 3 Legislation Related to the Order

The order was issued under section 22 and 27 of the Oil and Gas Conservation Act (OGCA), section 23 of

the Pipeline Act, and sections 140 and 241 of the Environmental Protection and Enhancement Act
(EPEA).

As there are no pipelines associated with this specific order, we have chosen not to provide the Pipeline

Act legislation.
Oil and Gas Conservation Act

Section 22 states that

the Regulator may impose any terms and conditions it considers appropriate on the holder of an identification
code, licence or approval or on the identification code, licence or approval if:

(a) the Regulator has reasonable grounds to believe that

(1) there has been a contravention of any Act or regulation or rules under the jurisdiction of the Regulator or a
direction or order of the Regulator in respect of the operations of the holder, or

(i1) the holder ceases to meet the eligibility requirements under this Act and the regulations and rules for holding
the identification code, licence or approval, or

(b) the holder is named in a declaration under section 106.
Section 27 deals with suspension and abandonment of wells and facilities, and further states that

(1) Subject to subsection (2), a licensee or approval holder shall suspend or abandon a well or facility when
directed by the Regulator or required by the regulations or rules.

(2) Notwithstanding subsection (1),

if the Regulator so directs, a well or facility must be suspended or abandoned by a working interest participant
other than the licensee or approval holder, and

with the consent of the Regulator, a well or facility may be suspended by a working interest participant other
than the licensee or approval holder.

(3) The Regulator may order that a well or facility be suspended or abandoned where the Regulator considers
that it is necessary to do so to protect the public or the environment.

(4) A suspension or abandonment must be carried out in accordance with the regulations or rules
Environmental Protection and Enhancement Act

Section 140 of EPEA provides the conditions needed to issue an environmental protection order. Subject
to any applicable approval or code of practice and the regulations, an inspector may “(a) at any time
before the issuance of a reclamation certificate in a case where the operator is required to obtain a
reclamation certificate, or (b) at any time, in a case where the operator is not required to obtain a

reclamation certificate, issue an environmental protection order regarding conservation and reclamation to
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an operator directing the performance of any work or the suspension of any work if in the inspector’s
opinion the performance or suspension of the work is necessary in order to conserve and reclaim specified

land.”

Section 241(1) provides the general requirements of environmental protection orders:

In addition to any other requirements that may be included in an environmental protection order, such an order
may contain provisions

(a) requiring the person to whom it is directed to maintain records on any relevant matter, to report periodically
to the Director, to prepare environmental audits for submission to the Director, to submit to the Director any
information, proposal or plan specified by the Director setting out any action to be taken by the person with
respect to the subject-matter of the order, and to take any other measure that the person issuing the order
considers necessary to (A) facilitate compliance with the order, or (B) protect or restore the environment,

(b) fixing the manner or method of, or the procedures to be used in, carrying out the measures required by the
order, and

(c) fixing the time within which any measure required by the order is to be commenced and the time within
which the order or any portion of the order is to be complied with.

(2) An environmental protection order shall be served on the person to whom it is directed.
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