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OUR MANDATE

To ensure the safe, efficient, orderly, and
environmentally responsible development of
oil, oil sands, natural gas, and coal over their
entire life cycle. This includes allocating and
conserving water resources, managing public

lands, and protecting the environment while

providing economic benefits for all Albertans.

OUR VISION

The AER is a trusted regulator that delivers
effective and efficient oversight of resource

development.

AN ACKNOWLEDGEMENT

In the spirit of reconciliation, the AER
acknowledges that our head office is located
on the Treaty 7 traditional territory of the
Blackfoot Confederacy (Kainai, Piikani, and
Siksika Nations), the Tsuut’ina Nation, the
Stoney Nakoda Nation, and the Métis Nation
Region 3. We are situated on land where the
Bow River meets the Elbow River, and the
traditional name of this place is “Mohkinstsis,”

which we now call the City of Calgary.

We also have field centres located on the
traditional territories of Treaty 6 and Treaty 8,
and all other regions of the Métis Nation

of Alberta.
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Alberta’s energy sector is vast and complex: it includes
crude oil, natural gas, oil sands, coal resources, and an
extensive pipeline network that moves these resources

to markets. Ensuring that companies operate in a safe,
efficient, orderly, and environmentally responsible manner
is no simple task. Enter the AER, the primary regulator for
energy development in the province.

Few organizations anywhere are responsible for as large
and varied a mix of energy resources. We oversee
extensive established reserves:

¢ 1.6 billion barrels of conventional oil

¢ 160 billion barrels of bitumen

e 25.2 trillion cubic feet of natural gas

* 36 billion tonnes of coal

In 2021, the production value of Alberta’s energy sector
totalled $108 billion.

Under the direction of the Government of Alberta, the
AER’s mandate is expanding from oil, oil sands, natural
gas, and coal to include additional areas of resource
development, such as geothermal and metallic and
industrial minerals. We are in the process of developing
the rules and directives to regulate each new area of
resource development. The directives will ensure that
development is carried out to protect public safety
and the environment while ensuring that the regulatory
system is as efficient as possible.

To produce and move energy to market requires more
than 156 000 natural gas and oil wells, over 444 000 kilo-
metres of pipelines (about half of Canada’s entire pipeline
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network), over 47 000 oil and gas facilities, 5 operating
oil upgraders, as well as 9 operating coal mines.

We are a full-life-cycle regulator, responsible for all stages
of development - from exploration and production to
closure and reclamation.

The Government of Alberta created the AER in 2013 when
it proclaimed the Responsible Energy Development Act.
We are accountable to the ministers of Alberta Energy
and Alberta Environment and Parks and work closely with
a number of government departments on regulatory and
policy issues, including Alberta Municipal Affairs, Alberta
Indigenous Relations, and the Aboriginal Consultation
Office. Our role is to take the policy direction set by
government and apply it to how we regulate energy
development in a way that is modern and efficient, while
protecting the environment and keeping Albertans safe.
We also assist government during the policy development
process, providing analysis, advice, and technical expertise.

The AER holds high standards for responsible development
of resources and prioritizes the accountability of industry
across the province. The Government of Alberta, through
legislation, gives us the authority to ensure the province’s
energy resources are developed in a safe and environ-
mentally responsible manner and without waste. We're
involved at every stage of an energy project’s life cycle.

Since 1938, Alberta has relied on strong regulation to
ensure that our energy resources are developed responsibly.
The AER’s regulatory decisions are always based on
evidence and supported by science, and we strive to

balance the needs of a multitude of diverse stakeholders.
The 992 talented and dedicated employees of the AER
work to protect what matters to Albertans - public safety,
the environment, orderly energy development, and
providing economic benefit for Albertans and all Canadians.
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HELLO,

As | look back on 2021/22, | feel incredibly proud of
how well the AER team delivered during another
year of significant change and challenge. We’ve
learned to regulate during a worldwide pandemic.
We’ve solidified our strategic direction in support
of the Government of Alberta’s priorities for energy
development. But, more than anything, I’m proud
of the job our employees and leadership continue
to do every day to ensure that Alberta’s energy
resources are developed safely and responsibly.
On behalf of the Board of Directors, | would like to
thank the entire AER team for their contributions
during this past year.

As you know, we’ve spent considerable time in recent
years reflecting on the future and how best to position
the AER for what’s next. In March, we publicly released an
updated mission, vision, and values as well as the AER’s
2022-25 strategic plan. This multiyear strategy focuses
on establishing a more efficient way of regulating while
strengthening the AER’s culture and ensuring that we meet
the expectations of Albertans, Indigenous communities,
and stakeholders.

The strategy is foundational to our support of Alberta
government priorities for energy development as well as
meeting the expectations of all Albertans. We know how
important it is to provide a predictable and streamlined
regulatory environment. We also know the value of a regu-
latory environment that balances the overall environmental,
economic, and social outcomes for the benefit of all.

Throughout this report, you will see real examples of how
we’re achieving these priorities while continuing to build our
reputation as a credible, reliable, and innovative organization.

As | look to the year ahead, I'm excited for what’s to come
for the AER. We are ready and well positioned for the
increase in energy development that is expected with
higher commodity prices in a post-pandemic future. We
also look forward to fulfilling our expanded mandate this
year, which includes regulating new emerging energy and
mineral resources, such as geothermal and metallic and
industrial minerals.

DAVID GOLDIE
CHAIR, AER BOARD OF DIRECTORS
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GREETINGS,

Over the past year change has been a constant
theme for us here at the AER. And we have
managed through that change, leaving us
well positioned for the future!

Our 84-year history has included different names and
different people but our mandate - the ‘what’ we do -

has remained largely unchanged: ensure the safe, efficient,
orderly, and environmentally responsible development of
energy resources.

Today we are moving forward as a team to implement
changes that empower our teams and deploy our
resources well to attend to our priorities.

Additionally, we have completed significant regulatory
enhancement projects that will support and hold industry
to account in complying with the expectations of Albertans.
All of this while continuing to meet our core business expec-
tations in areas such as licensing and compliance. And of
course, managing the impact of Covid on our operations.

We’ve also moved the needle on digitization. We are now
fully in the cloud environment, and many of our processes
and forms can be managed online.

Over the past year, we’ve developed a new strategic plan
that looks out to 2025. We updated our mission, vision,
and values. And we continue to explore how we can
improve our culture at the AER. A big piece of that work

has been prioritizing building a more inclusive, innovative,
and empowered environment, including a more engaged
presence with Indigenous and Métis communities.

Last year, the Government of Alberta announced that the
AER would also regulate emerging energy and mineral
resources - geothermal and metallic and industrial minerals.
This is exciting news and affirms that our organization is
honouring our mandate to offer high-quality, efficient, and
effective regulatory service to Albertans. It also shows that
while our historical responsibilities remain the same, how
we achieve that can - and will - evolve.

And none of these things are possible without the passion,
involvement, and voice of everyone at the AER. A special
thank you to our employees and our many stakeholders
and partners. Your adaptability and determination to
accelerate positive change is inspiring.

One can’t help but feel energized as we step into new
responsibilities and new ways of supporting Alberta’s
energy diversification. No matter what type of resource
we regulate, we are committed to working every day to
earn the confidence of those we serve.

LAURIE PUSHOR
PRESIDENT & CEO ANNUAL
REPORT
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Over the past year, the AER has focused heavily on
regulatory change, with particular attention to efficiency
initiatives, technology enablement, and meaningful
engagement with Albertans, Indigenous communities,
and industry stakeholders.

Industry Compliance

Inspections and Compliance Rate

The AER regularly monitors and inspects thousands of
wells, production and processing facilities, pipelines,

and coal and oil sands mines each year to ensure that
companies are following our requirements and developing
energy resources in a manner that is safe and protects
the environment. We do this by visiting energy sites

to inspect a company’s activities and by auditing the
information they provide.

In 2021/22, the AER conducted 7825 inspections, of
which 5891 (75.3%) resulted in a satisfactory compliance
finding. In addition, the AER audits all aspects of energy
development to confirm that industry follows specific
operational and reporting requirements. In 2021/22

the AER performed 6168 audits and issued 1176 notices
of noncompliance.

INSPECTIONS
The AER conducted 7825 inspections in 2021/22.

satisfactory

75.3% compliance

247% noncompliant

Investigations and Enforcement

If we find that a company is not following our require-
ments, we’ll apply one or more of our compliance and
enforcement tools to educate the company and correct
the noncompliance. These tools range from providing a
notice of noncompliance to issuing orders. Orders are an
important tool to prevent, stop, or minimize environmental
impacts or risks to public safety. During the last fiscal
year, the AER issued about 85 orders.

Major investigations are formal processes that must with-
stand a court challenge. Investigations can take anywhere
from three months to two years to complete.

When a noncompliance is deemed to be serious, it is
triaged for investigation. When an investigation is completed,
an enforcement action is selected. Enforcement tools
range from issuing warning letters to initiating prosecution.
The tools we use vary depending on the significance of
the noncompliance.

In 2021/22, we opened 31 investigations, which resulted in
16 enforcement actions taken, including 9 warning letters,
5 administrative penalties, and 1 prosecution.

Since 2017, AER fines have totalled $3.6 million.

Regardless of the compliance and enforcement action
we take, our goal is to work with companies to bring
them back into compliance. The AER publicly reports on
energy incidents and enforcement actions through our
Compliance Dashboard available on aer.ca.

ENFORCEMENT ACTION

In the 2021/22 fiscal year, AER fines, creative sentences,
and penalties totalled $110 250.

$10 250

Emergency Management

Depending on the size and severity of the incident,
emergencies are ranked as an Alert or Level 1, 2, or 3.

In 2021/22, 81 energy-related emergencies were reported
to the AER, with 56 being ranked as alerts, 20 as Level 1,
and the remaining 5 as Level 2. No Level 3 incidents were
reported. Emergency response staff are deployed to some
Level 1and all Level 2 and Level 3 emergencies. In 2021/22,
AER’s emergency response staff were deployed to 17 emer-
gencies.

In 2021/22, the AER completed 73 emergency response
plan audits, resulting in 39 notices of noncompliance, and
evaluated 21 emergency response plan exercises, of which
all were deemed satisfactory.

Methane Reduction

The AER introduced requirements in 2020 to help reduce
methane in the upstream oil and gas industry. The new
requirements support the Government of Alberta’s target
to achieve a 45 per cent reduction in oil and gas methane
emissions from a 2014 baseline by 2025.

METHANE REDUCTION
45% reduction from 2014 baseline, by 2025.
As of January 2020, industry has reduced by 34%.

CO, equivalent (tonnes)
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The AER uses reported information and emission
estimates to evaluate the reductions achieved to date.
AER modelling predicts Alberta is on track to meet the

government’s 45 per cent reduction policy target by 2025.

In 2021, the AER did the following:

*« Completed aerial surveillance on 1065 facilities. That
makes a total of 5181 facilities surveyed since the
inception of the aerial surveillance program.

¢ Field inspected 902 facilities, finding 224 noncompliances.
¢ Conducted 188 methane audits, finding 61 noncompliances.

Liability Management

Energy companies in Alberta are responsible for ensuring
their infrastructure and sites are safely closed and cleaned
up. The costs associated with this closure work — also
known as end-of-life obligations — are what is called
“liability.” Over the past few years, Alberta has experi-
enced a growing inventory of inactive infrastructure due
to a prolonged economic downturn, low oil prices, and
increased insolvencies.

In 2021, the AER released new and updated requirements
to implement the Government of Alberta’s liability
management framework and to ensure the oil and gas
industry meets its end-of-life obligations. Our holistic
approach applies at all phases of energy development
rather than focusing late in the life cycle.

The updates to Directive 067: Eligibility Requirements for
Acquiring and Holding Energy Licences and Approvals
include requirements that allow the AER to better
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assess the capabilities of oil and gas operators to meet
their regulatory and liability obligations throughout the
energy development life cycle. Meanwhile, Directive 088:
Licensee Life-cycle Management introduces programs
that will apply throughout a project’s life cycle, including
mandatory closure spend targets for oil and gas opera-
tors. Directive 088 also provides a holistic assessment,
considering more than 40 different factors, including

the company’s financial and liability risk; the company’s
administrative, operational, and closure performance; and
the remaining lifespan of the resource.

Inventory Reduction

2021 was the last year of the area-based closure (ABC)
program in that form. The voluntary program was devel-
oped by the AER, the Canadian Association of Petroleum
Producers, the Explorers and Producers Association

of Canada, and the Petroleum Services Association of
Canada to encourage companies to work together in
project areas to close oil and gas infrastructure and sites
more efficiently and effectively.

In 2021, 65 companies committed to spend nearly
$355.2 million to decommission, remediate, and reclaim
oil and gas infrastructure and sites.

Effective January 2022, the AER has introduced manda-
tory and voluntary closure spend targets for all oil and gas
companies with inactive liability as part of Directive 088
and the inventory reduction program. This program
increases the amount of closure work occurring in Alberta,
reduces liability, and ensures more timely restoration of
land back to original or alternative uses.

Starting in 2022, all licensees with inactive inventory are
required to meet an annual mandatory closure spend
target. Companies are encouraged to collaborate using
the area-based closure approach to increase efficiency
of projects and complete more closure work. Incentives
focused on efficiency are available for those companies
who choose to commit to a voluntary closure spend
target in addition to their mandatory target.

Closure Activities

The primary method of reducing liability from inactive
infrastructure is by completing closure activities, which
involves decommissioning and reclamation activities.

In 2021/22, 11 816 wells were decommissioned. This is a
significant increase compared to previous years, which
can in part be attributed to the Government of Alberta’s
site rehabilitation program and AER changes to allow
some routine abandonment of commingled wells.

Approximately 2230 reclamation certificates were issued
during 2021/22, slightly lower than the 2564 reclamation
certificates issued in 2020/21.

Orphaning and Insolvency

Insolvency is when a company is unable to meet their
obligations, or their liabilities are greater than the value of
their assets, including oil and gas infrastructure. The AER’s
main focus when a company enters into insolvency is to
protect the public and the environment. In 2021, the AER
was involved in 26 insolvency-related files. At the end of
2021, about 12 723 assets (6050 wells, 572 facilities, and
6101 pipeline segments) were associated with licensees in
active insolvency proceedings.

CLOSURE ACTIVITIES
In 2021/22, well decommissioning significantly increased
and reclamation certificates issued slightly decreased.

Decommissioned wells Ml Reclamation certificates l
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By the end of 2021, about 6050 wells were in active
insolvency proceedings.
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BUILDING BETTER RELATIONSHIPS

The AER formed an Elders’ Circle to help the orga-
nization understand Indigenous culture and foster
better dialogue with Indigenous communities.

Doreen Healy isn’t one to take credit. As the AER’s
Resident Elder, Doreen loves to talk about the work
the organization has done to increase engagement
with Indigenous and Métis communities across the
province. But you won’t hear much about her own
role in that.

Instead, you’ll hear this member of the Kainai
First Nation talk a lot about what others within
the AER have done to foster better relationships
with communities.

“From our CEO right through to our field staff -
everyone cares about these relationships, and |
can’t take credit for any of that,” says Doreen.

“These are the people who do the work day-after-
day to open doors and to keep these doors open
so we can have meaningful dialogue with Indige-
nous and Métis communities.”

But there’s no denying Doreen’s influence at the AER.

Since her start at the Energy and Utilities Board
(the AER’s predecessor) in 2000, her list of
accomplishments is impressive. Doreen and others
built the first Indigenous relations team in 2002.

In 2017, Doreen, along with many other AER staff,
developed Voices of Understanding with Dr. Reg
Crowshoe, a Blackfoot elder, to explain Indigenous
and western decision-making models and explore
the ways they could be brought together.

The latest initiative may be the most ambitious
and forward-thinking yet: the creation of an Elders’
Circle with representation from First Nations and
Métis communities across the province. “At AER,
we are creating this Elder advisory group with Dr.
Crowshoe’s guidance as a way to further build
relationships and understanding,” explains Doreen.
“We would like these Elders to share their wisdom
and guide us so the AER can do an even better job
working with Indigenous communities.”

The Elders’ Circle has six members - three men and
three women and all respected members of their
communities. “This is about helping AER under-
stand treaty rights better and foster connections
with these communities built on trust and mutual
respect,”’ says Doreen.

While Doreen will pass on any accolades for
starting this innovative advisory group, there is no
question that her influence will leave a legacy of
always striving for more common ground between
Indigenous communities and the regulator - and
always looking for new ways of doing that.

AER



AN EYE ON CULTURE

Organizations that get culture right are aligned from
top to bottom and left to right on their purpose and
how things are done.

Let’s start with a bit of a riddle. What is invisible,
yet its own effects are very much seen and felt?
If you answered wind, you’re right. And if you
answered company culture, you also win.

When it’s blowing in your direction, wind - and
culture - can make things feel like smooth sailing.
And when it’s gusting against you, it makes things
a lot more difficult.

Another riddle: how can you change the course of
culture wind at an organization?

“We’ve all heard the quote that culture eats strat-
egy for breakfast - and that is the truth,” explains
Erin Kurchina, AER’s vice-president of People,
Culture, and Learning. “Culture is something you
have to have your eye on at all times.”

And at the AER, that means more than simply
talking about it. In the last year, the organization
has started to move the culture needle.

The first thing they did was listen to what
their employees had to say. “We launched an

Engagement and Diversity, Equity, and Inclusion
(DEI) survey - with the most recent one completed
in January 2022,” says Erin. “These surveys allowed
us as an organization to really understand what
mattered most to employees.”

The next undertaking was creating both cultural
and DEI advisory groups. Each 12-member advi-
sory group assessed the areas of importance for
employees and recommended a nhumber of ways
our organization could address them.

That work formed the foundation of AER’s culture
shift. The organization has a new employee value
proposition, a commitment to evolve DEI in our
organization, and several activities underway to
move the culture headwinds in employees’ favour.

The organization is building a three-year plan

that includes a review of policies, processes, and
programs to ensure alignment with enterprise
values and follows through on the AER’s commit-
ment to creating a safe, inclusive, and empowering
work environment.

“It’s clear that our culture and our commitment to DEI
matters to our employees, says Erin. “There’s a lot of
organic work being done.” It’s a really exciting time.



Application Processing

The AER has established application processing targets
to ensure we review applications in a timely manner.
There are more than 100 different types of applications
that we review, and each application type receives a
target that reflects the complexity of the application
process. Of the 37 150 applications processed in 2021/22,
there were 29 703 routine applications and 7447 nonrou-
tine (high-risk and more-complex) applications. We met
our processing targets for 99 per cent of routine applica-
tions and almost 98 per cent of nonroutine applications.

Modernization

As Alberta’s energy regulator, we contribute to Alberta’s
competitiveness by ensuring our system is modern and
efficient, while protecting the environment and keeping
Albertans safe. Our work to modernize the regulatory
system involves making sure the systems, tools, and
requirements we have in place are current with today’s
technology. It also involves removing duplication, making
our processes more efficient, minimizing risks to the
public and environment, and contributing to the Govern-
ment of Alberta’s red tape reduction initiative.

Updating Our Requirements

The AER’s red tape reduction initiative was formed in
May 2019 in response to the Government of Alberta’s Red
Tape Reduction Act. The government set a goal to reduce
regulatory requirements by one-third, cut costs and
inefficient processes, and speed up approvals.

REGULATORY REQUIREMENT REDUCTION
To date, we have reduced by 13 per cent.

2832 reduced
47200 total

In the past fiscal year, the AER has revised more regulatory
instruments, such as directives, forms, and manuals, than
any previous year on record. At the same time, we have
upheld our environmental and public safety mandate

and conducted stakeholder and public engagement
where appropriate.

When the red tape initiative launched, the AER had
approximately 41 200 requirements across 219 regulatory
instruments such as directives, forms, and manuals. In
2021/22, the AER updated 37 regulatory documents

and reduced the total number of our requirements by

13 per cent. That’s 2832 requirements that were obsolete
or redundant, which helps oil and gas companies and
stakeholders to better understand AER requirements and
more easily navigate our regulatory instruments.

Cloud Migration
At the AER, we recognize the critical role technology
plays in improving both processes and data.

In 2021, we continued to migrate AER technology
infrastructure to the cloud, which enables us to share data
more effectively across our organization and is accelerat-
ing innovative solutions, such as OneStop.

IDA/OneStop

In 2014, we introduced the Integrated Decision Approach
(IDA) and the OneStop technology platform. Since then,
our audit, inspection, and application review processes
have become more efficient while ensuring the public and
environment remain protected. OneStop uses a complex
set of rules to automate routine (low-risk) applications

ONESTOP TECHNOLOGY PLATFORM
In the fiscal year, through OneStop the AER received:

@ 28 249 applications

@ 266 715 notifications and submissions

and forward nonroutine (high-risk and more-complex)
applications to technical experts for review.

In the past fiscal year, the AER

e received 28 249 applications via OneStop,

e received 266 715 notifications and submissions
via OneStop,

¢ enhanced site selection for inspections as informed by
risk, and

¢ continued to add new functionality to OneStop.

New Statement of Concern Form

In the last half of 2021, we released a new statement of
concern (SOC) form. We updated it to make the submission
process more user friendly. This new form will help us
better understand the concerns of SOC filers and their
prior engagement with applicants.

¢ SOC filers can now submit the form and supporting
documents online, as well as by email or regular mail.

¢ Detailed instructions help to identify concerns and
appropriate documentation.

* Additional resources are available to resolve concerns
through dispute resolution.

STATEMENT OF CONCERN FORM

Our new form will help us better understand the
concerns of SOC filers and their prior engagement
with applicants.

)

B

o)

N
ANNUAL
REPORT

2021/22

00,




