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1 Introduction

To ensure that its regulatory process remains relevant, the Alberta Energy Regulator (AER) is conducting
a play-based regulation pilot (PBR) for unconventional oil and gas development. PBR is based on two

principles:

« risk-based regulation—regulatory responses are proportional to the level of risk posed by energy
development, with a focus on those areas that present the greatest risk to achieving regulatory

objectives.

91

« play-focused regulation—regulatory solutions are tailored to a resource “play” to achieve

environmental, economic, and social outcomes set by the Government of Alberta (GoA).

Under the PBR pilot, the AER will trial a risk-based regulatory approach across an entire play. This
approach involves identifying risks and managing them to achieve objectives, driving the accountability
to those that carry out the activities.” The PBR approach also focuses on approval holder performance and

stakeholder engagement throughout the life cycle of an energy development project.

The PBR pilot is a test of a new AER regulatory process for implementing GoApolicy. It also represents
the start of a change in the way that the AER regulates the energy sector: from activity-by-activity
regulation to the regulation of multiple activities across large areas. Under this new approach, applicants
will submit a single application® for a project as opposed to an application for each project activity. This
will result in regulatory efficiencies, with one pass through the regulatory process for the single

application.

Overall, the intent of a play-based approach is orderly and responsible development. Responsible
development includes understanding full-scale development and its potential risks in order to minimize
cumulative impacts on the land, water, and air. Not only are there more opportunities to reduce
cumulative impacts when looking at development in a more comprehensive way (i.e., at a play level)
rather than on an activity-by-activity basis, there are also considerable benefits from a collaborative

approach among operators in an area or play.

" A play represents a three-dimensional space that is the target of oil or gas development. Characteristics that can be used to
describe a play include the specific geological formation, areal extent, geographic location, and types of fluids in the rock, as well
as other geological and reservoir characteristics. For the PBR pilot, a play also refers to the surface above the geological
formation, including the air, land, and water, all layers of the atmosphere, all flora, fauna and inorganic matter and living
organisms, and the interacting natural systems that include those components.

? This is aligned with the GoA’s Common Risk Management Framework, which is currently being developed.

? A single application is an integrated submission to the AER that describes an energy project and its related activities over one or
multiple years of development. The single application provides all the information that the AER requires to make decisions
pursuant to multiple enactments under its jurisdiction, eliminating the need for individual applications under each enactment.
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While it is recognized that single-operator project planning is an initial step towards more responsible
development, the key objective is play-based collaboration among operators in developing risk
management plans, planning and implementing stakeholder engagement, and monitoring and reporting on

performance.

1.1 Purpose
This draft guide sets out the information that must be included in a single application to the AER and the

application process. However, this guide is not comprehensive and some sections require additional
detail. The AER will release a more developed guide later in June 2014, providing PBR pilot area
operators with additional guidance in preparing a single application. The guide, however, will continue to
evolve over the course of the PBR pilot and will be adjusted to reflect changes in GoA outcomes and

policies.

1.2 Government of Alberta Policy

The AER is part of the GoA’s Integrated Resource Management System, a system used to ensure
responsible resource development.* The PBR regulatory process supports the Integrated Resource
Management System and is a part of a larger planning approach to implement GoA policy (e.g., Water for
Life, Land-use Framework, and Caribou Range Planning). The GoA sets the outcomes for air, land, and
water that resource activities are to achieve. These outcomes will play an important role in ensuring that
PRB results in responsible energy development. The GoA also has numerous parallel initiatives that
support the AER’s move towards PBR. For example, the GoA is investigating the role of mineral tenure
in encouraging responsible development and planning. Access to petroleum and natural gas tenure and the
ability to retain that tenure will be linked to another pilot run by the GoA requiring industry to produce

plans that ensure collaboration with other stakeholders and responsible resource development.

Responsible development of Alberta’s energy resources is only one part of ensuring responsible
management of all natural resources in Alberta. There is only one landscape where these activities come
together and it needs to be managed with a plan for the longer term. Play-based (or area-based) planning

is just one of many approaches to manage the cumulative effects of development on air, land and water.

PBR is intended to manage risks in order to achieve play-based objectives and GoA policy outcomes. The

AER will evaluate PBR as a means to achieving these objectives and outcomes and use the findings from

4 See http://www.oilsands.alberta.ca/2827.html for more information.
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the pilot to finalize PBR processes. These findings may also be used to identify where policy direction

from the GoA is required in order to implement regulatory change.

2  PBR Pilot — Overview

The PBR pilot builds on the AER’s Discussion Paper on Regulating Unconventional Oil and Gas in
Alberta, released December 2012. PBR is an objectives-based regulatory framework, where approval
holders are accountable for developing and implementing risk management plans to meet objectives
defined for a play. This should result in each approval holder contributing towards meeting the play-based

objectives and transfer more accountability for and management of risks to the approval holders.

The PBR approach emphasizes reporting of performance in achieving play-based objectives and places
reporting requirements on approval holders. As a result, approval holders are responsible for
demonstrating to the public, the AER, and the GoA that risks are being managed. PBR reduces the
regulatory burden placed on industry through the use of a less-prescriptive, risk-based approach. The risk-
based approach focuses performance on the achievement of objectives, and provides flexibility to
industry; stakeholders, including First Nations and Métis; the GoA; and the AER to adapt to changing

social, economic and environmental conditions.

Stakeholder engagement and collaboration throughout the life cycle of an energy development project
further supports the risk-based, play-based, and performance-based focus of PBR. Collaboration with
stakeholders is fundamental to the PBR approach.

The purpose of the PBR pilot is to

« test the efficacy of a new regulatory approach that is less prescriptive, risk based, and performance
based and considers cumulative effects through management plans;

« implement a single application and decision-making process for energy development projects (see
figure 1);

» establish play-based requirements for the PBR pilot area that are based on risk and differ from
existing legislated requirements, regulations, and rules;

» test the effectiveness of the single application and play-based requirements in achieving PBR pilot-
specific objectives (see appendix 1) for the play; and

« obtain feedback from stakeholders on the PBR approach.
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Single Application Single Approval i

Oil and Gas Conservation _
Project information Act
Pipeline Act .
Stakeholder engagement Single Performance
plan _| application ol _ | measurement
"| review and Ed Public Lands Act B and
decision compliance
Risk management plan(s) Environmental Protection
and Enhancement Act
Reporting plan Water Act

Figure 1: Stages of the application process under the PBR pilot. (The enactments listed under the

single approval5 are an example of the segments a single approval may contain.)
2.1 Expectations of the PBR Pilot

The PBR pilot is the first step towards a new regulatory process. The AER does not expect all of the
benefits of PBR to be realized immediately; processes are still being refined. The intent is to test PBR and
improve it for broader implementation. Incremental progress is expected, e.g., single applications from
individual operators for portions of their land holdings are anticipated to be tested in the PBR pilot and

multioperator development plans may be tested in the future.

PBR pilot-specific objectives are listed in appendix 1. The AER recognizes that some stakeholders will
find these significantly less prescriptive than current AER requirements for single-activity authorizations.
This is intentional. Managing energy development on a landscape level rather than an activity-by-activity
level requires that operators adjust their approach to development. Alberta’s regulatory framework must

evolve to mitigate cumulative effects and to achieve policy outcomes established by the GoA.

In some cases, GoA policy outcomes are still being developed. The AER is confident that the PBR pilot-
specific objectives listed in appendix 1 will satisfy yet-to-be developed policy and are sufficient to guide
operators in the PBR pilot. As GoA policy is developed and refined, the AER will revise and adjust PBR

pilot-specific objectives accordingly.

5 See section 5.
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2.2 How PBR Is Different
Operators in the PBR pilot area will be asked to

e identify hazards and develop risk mitigation plans to manage risks in order to achieve pilot-specific
objectives;

e plan for the life cycle of an energy development project;

e engage and collaborate with stakeholders, including First Nations and Métis, throughout the life cycle
of an energy development project; and

e report performance in achieving pilot-specific objectives.

As a part of the PBR pilot, operators will have

e asingle application process for all of the activities for an energy development project;

e anew approval form—the single approval;

e flexibility in the development and operation of energy projects;

e long-term certainty for development;

e regulatory requirements adjusted, as appropriate, to reflect the hazards and risks of activities carried
out in the play; and

» regulatory oversight proportional to the identified risks and dependent on the operator’s performance

record.

Through stakeholder engagement, stakeholders will have opportunities to provide input on development
planning directly to the operators that are responsible for development. Operators will describe
engagement opportunities in their stakeholder engagement plans (see section 3.4). Engagement will
continue throughout the life cycle of an energy development project to ensure that stakeholder input is

incorporated as development proceeds and area conditions change.
2.3 PBR Pilot Timelines

April 1, 2014, to August 31,2014 Pilot design: AER develops requirements and processes.

September 1, 2014, to January 31,2015  Pilot implementation: Operators submit single applications to
the AER. Applications will not be accepted after January 31,

2015.
March 31, 2015 Pilot conclusion.
Post-March 31, 2015 The AER makes process adjustments and takes any other
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essential steps towards broader implementation of PBR.

2.4 Participation in the PBR Pilot

The PBR pilot will include stakeholders and operators in the pilot area.

The AER will provide information about the PBR pilot to interested area stakeholders. Area stakeholders
will also be involved in the PBR pilot through stakeholder engagement carried out by operators. The

engagement requirements for operators are outlined in section 3.4.

For operators, participation in the PBR pilot is voluntary and may begin at any time during the PBR pilot.

3  The Single Application

The single application for an energy development project is founded on the premise of managing risks to

achieve play-based objectives and GoA outcomes.

Current requirements, regulations, rules, and GoA policies are applicable to activities in the PBR pilot,

unless they have been waived or varied by the AER. The AER may waive or vary requirements if

« it has the authority to do so, and

« the applicant has proposed appropriate mitigation measures to manage the risks to achieve AER pilot-
specific objectives and GoA outcomes.

Any play-based requirements in place to support GoA policy and outcomes will apply to PBR pilot

applications (see Appendix 1 for play based requirements for the PBR pilot).

3.1 What the Single Application Does
The single application
« describes the energy development project and its related activities over one or multiple years of
development, including timelines;
. integrates into one application all of the information needed for the AER to make decisions pursuant
to multiple enactments under its jurisdiction;
» contains
o astakeholder engagement plan for the life cycle of the project,
o arisk management plan® that identifies risks and proposes mitigation measures to achieve
pilot-specific objectives, and
o aperformance monitoring and reporting plan for the life cycleof the energy development

project;

® Typically a risk management plan would address risks to water, land, subsurface resource optimization, air, life-cycle wellbore
integrity, biodiversity, etc. See appendix 1 for specific requirements for the PBR pilot.
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« meets the legislated requirements for an application under each applicable enactment; and

» if approved, results in the issuance of a single approval.

The requirements in the Responsible Energy Development Act (REDA) and the AER Rules of Practice
regarding public notice of application, opportunity to file statements of concern, alternative dispute
resolution, hearing on an application (if held), and regulatory appeal apply to a single application and

single approval.

Applicants are to carry out First Nations consultation in accordance with processes described by the
GoA'’s Aboriginal Consultation Office. The GoA will determine the adequacy of consultation with First

Nations.

3.2 Level of Detail in a Single Application

The intent of a single application/single approval process is to:

« decide upon and authorize activities to be carried out over one or multiple years of development,

« provide stakeholders including First Nations and Métis with enough information to understand the
impacts of a proposed project and meaningfully engage in the REDA public participation process, if
they so choose,

« reduce or eliminate information requests from the AER to the applicant after the submission of an
application, and

« provide the approval holder with sufficient operational flexibility within single approval conditions to
minimize the need to request amendments to the single approval over its term.

To meet this intent stakeholder engagement and hazard identification and risk analysis must be conducted

to identify operational parameters, constraints, ranges and conditions that manage risks to meet pilot-

specific objectives. This information is essential to the single application/single approval process. Using
this approach the applicant may address both broad and site specific issues (e.g., noise, traffic, setbacks,
etc.) while providing for operational flexibility in the single approval; that is, the conditions of the single
approval will accommodate some variations in the design and operation of the energy development
project, and as long as the operator complies with the conditions of the single approval, no amendments to

the single approval are required.

3.3 Project Information
In the project information section of a single application, the applicant describes the proposed energy

development project and all of the related activities.
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For the single application, the applicant must

describe the proposed energy development project and related activities, including timelines and a
proposed term for the single approval;
identify the location of the project and related activities;
describe activities and operations and their expected durations and impacts throughout the life cycle
of each site within the project, including

o expected emissions, noise levels, odours, visual impacts, and waste products;

o expected water needs, use, location of uses and sources;
describe expected activity levels (e.g., traffic levels);
describe any facilities, works, or undertakings to be constructed and, where possible, identify their
locations;
describe waste management and disposal plans;
describe how closure and reclamation will be considered in the project design and development,
provide a description of the area (local and regional) where the project will be located,
describe the existing and proposed’ development of all sectors (e.g., energy, forestry, municipal) in
the area (local and regional) where the project will be located,;
indicate where the applicant has collaborated with other operators to develop infrastructure or share
existing infrastructure;
describe site selection constraints and site design parameters for surface sites;
describe route selection, construction constraints, and design parameters for linear infrastructure;
identify any major river basins, air sheds and land-use regions affected by the project;
disclose the anticipated impacts on local communities;
indicate how it will meet any other applicable information requirements, regulations, and rules; and

state the project information in clear, concise and numbered statements.

The AER expects the project information to be detailed, quantitative (to the extent practical), and publicly

available and easily accessible. The scale and scope of the information should be representative of the

scale and scope of the energy development project.

If the applicant’s project information does not address the above items, the single application will be

returned to the applicant.

7 Acquired through engagement and collaboration with stakeholders.
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3.4 Stakeholder Engagement Plan

In the stakeholder engagement section of a single application, the applicant describes its completed,

current, and planned stakeholder engagement activities over the life cycle of the energy development

project and related activities.

For the stakeholder engagement plan, the applicant must

« list stakeholders (individuals and groups®) who have been identified for engagement and indicate the
process used to identify the stakeholders;’

» justify the extent of the stakeholder engagement for the proposed energy development project;

o provide details (i.e., the items in this list) for the proposed term of the single approval and a more
general description of proposed stakeholder engagement over the entire life cycle of the energy
development project;

« describe how identified stakeholders have been engaged and will continue to be engaged throughout
planning, construction, operation, and closure/reclamation;

« provide a schedule for stakeholder engagement over the life cycle of the project;

» indicate how stakeholders have and will provide input into the planning, development, operation and
closure/reclamation of the project;'®

o show how clear, relevant, and timely information was provided to stakeholders during project
planning;

« describe how the status of the project and performance towards achieving pilot-specific objectives
will be reported,

» describe what efforts were made to ensure collaboration with stakeholders, including sharing
infrastructure, adjusting timing of activities, etc.;

« indicate how feedback from stakeholders has been incorporated into

o the project planning (e.g., in the risk management plan), and
o the development, operations, and closure/reclamation of the project;
» indicate how stakeholders have been informed of the nature and scope of the project, including
o the context of the project within the pilot area,
o the risks of the project,
o how risks of the project will be managed to achieve pilot-specific objectives, and
o how the applicant will demonstrate that it is successfully managing those risks throughout

the life of the project;

8 Acquisition and use of personal information must follow applicable legislation.
® The coordination of development among operators requires that other operators in the area be considered stakeholders.
' This will inform both the content of the single application and ongoing administration of the single approval.
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. be adjustable to respond to the stakeholder feedback, changes to the project or project area, and new
stakeholder groups; and

« set out the stakeholder engagement schedule and reporting commitments in clear, concise and
numbered statements.

The AER expects the stakeholder engagement plan to be publicly available and easily accessible.

If the applicant’s stakeholder engagement plan does not address the above criteria, the single application

will be returned to the applicant.

Note: When stakeholder engagement includes aboriginal groups, the applicant should align with

processes established by the GoA’s Aboriginal Consultation Office.

3.5 Risk Management Plan
In the risk management plan section of a single application, the applicant identifies and analyzes hazards,
evaluates risks, and describes prevention and mitigation measures in order to achieve defined objectives.
For the risk management plan, the applicant must
« at minimum, assess the risk areas identified for the PBR pilot area (see appendix 1),
. describe how risk will be managed to achieve objectives over the life cycle of the proposed energy
development project,
« use a standard or broadly accepted method to identify hazards and evaluate risks,
. set out the identified hazards, their anticipated consequences, and the likelihood that they will occur,
« classify and maintain an inventory of the risks,
« discuss the limitations or uncertainty in the risk assessment used,
« incorporate best management practices as mitigation measures,
« justify proposed risk mitigation measures,
« identify and evaluate risk mitigation measures,
« indicate the measures that the applicant has adopted as a result of stakeholder engagement, and

« set mitigation measures for all risks in clear, concise and numbered statements.

The AER expects the risk management plan to

. provide quantitative risk assessment (to the extent practical),

« be flexible to accommodate changing risks and newly identified risks during the term of the single
approval and the life cycle of the project, and

« be publicly available and accessible.
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If the applicant’s risk management plan does not address the above criteria, the single application will be

returned to the applicant.

3.6 Reporting Plan
In the reporting section of a single application, the applicant proposes a reporting plan that demonstrates
how the operator is achieving pilot-specific objectives and that the project is being developed in
accordance with the single application, if approved. The reporting plan should address performance

measures and indicators identified by the AER (to be provided in the next version of this guide).

For a reporting plan, the applicant must

« provide details on reporting (i.e., the items in this list) for the proposed term of the single approval
and a more general description of proposed reporting over the entire life cycle of the energy
development project;

» set out the reporting schedule over the proposed term of the single approval in clear, concise and
numbered statements;

» set out the proposed reporting schedule for the life cycle of the proposed energy development project;

« indicate how progress of the project will be reported;

« list data to be reported that will demonstrate the approval holder’s performance in achieving
objectives;

« where a baseline has not been established, establish a baseline for comparison when evaluating
approval holder performance;

« describe the collection of data through monitoring, including monitoring methods, equipment, and
locations;

« describe the methods for analyzing or interpreting the data provided in the report;

« outline when and how stakeholders will receive reported information and be able respond to that

information if they so choose.

The AER expects a reporting plan to

« use quantitative data in reports (to the extent practical),

« be publicly available and easily accessible,

» include analysis, interpretation of data, and conclusions of the operator.

If the applicant’s reporting plan does not address the above items, the single application will be returned

to the applicant.
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4  Application Review

The AER will review the single application for the proposed project to determine whether the applicant

has

« met the legislated requirements and is in alignment with pilot-specific objectives and GoA policy and
outcomes,

« received an Aboriginal Consultation Office letter of adequacy, if applicable,

« engaged with stakeholders in accordance with the applicant’s stakeholder engagement plan and, if
applicable, incorporated stakeholder feedback into the single application,

« adequately identified the hazards and developed a risk management plan, and

« provided a reporting plan for the term of the single approval and the life cycle of the energy
development project.

Issues raised by statement of concern filers are to be dealt with by the applicant.

5 The Single approval

A single approval may contain multiple segments, one for each act under the AER’s jurisdiction. Each
segment will authorize all of the activities required under the referenced enactment. For example, all well
licences and other related facilities in an energy development project are captured in one approval under
the Oil and Gas Conservation Act. This one approval forms the Oil and Gas Conservation Act segment of
the single approval. The AER will make a decision for each of the segments of the single approval at the

same time.

The AER may require the approval holder to comply with all or part of the single application in the single
approval. This would require the operator to comply with the project information, stakeholder

engagement plan, risk management plan, or reporting plan as a condition of the single approval.

6 Performance Measurement and Compliance
Performance reporting will ensure that development occurs in a manner that protects public safety, meets

pilot-specific objectives, and maintains stakeholder confidence in the regulatory process.
The AER will use performance reporting from approval holders to provide stakeholder assurance that

pilot-specific objectives and GoA outcomes are being achieved and to determine the achievement of

regulatory process efficiency. This will involve the AER establishing performance measures and

May 2014 DRAFT 14



indicators."' Performance information will be reported by the approval holders and be publicly available,
making the approval holders accountable for achieving the pilot-specific objectives. An operator’s

performance record may be considered when the AER reviews a single application for a decision or

responds to operator noncompliance.

Operators’ compliance with their single approvals, as well as any applicable legislation, regulations, rules,
and requirements, is a top priority for the AER during the PBR pilot. Clear, scheduled reporting from
approvals holders will enable the AER to respond appropriately when approval holders are not achieving
pilot-specific objectives or are not compliant with their single approval or AER requirements. The AER

can, if required, use its existing suite of compliance tools.

" Performance measures are used to evaluate and improve the efficiency and effectiveness of actions contributing to the
objectives. A performance measure should be associated with a specific target, and results should be evaluated against the target.
Indicators are metrics that provide contextual information to support performance reporting, but are not associated with a specific
target. An indicator is supporting information that provides context for performance measures. — Alberta Treasury Board.
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Appendix 1: Duvernay PBR Pilot

Description

The PBR pilot will apply to energy development projects in the Duvernay Formation in the Fox Creek area (see figure 1).

This appendix contains specific information for the PBR pilot area shown in Figure 1.

PBR Pilot-Specific Objectives

Stakeholders, including First Nations and Métis, are involved over the life
cycle of the development. This means stakeholder engagement is
Stakcholder engagement

transparent, understood by stakeholders, and enables stakeholder

participation.

e Reduce use of surface water and nonsaline groundwater.
e Increase water reuse.

Water management

e Protect surface water and nonsaline groundwater.

e Protect the aquatic environment.

Reduce site-specific and cumulative effects by

e minimizing surface disturbance,

Surface impacts

$0e e minimizing impacts to air quality,
infrastructure
e minimizing impacts to biodiversity, and

e minimizing community impacts (noise, dust, odours, traffic).

e Optimize recovery of reservoir fluid.
e Minimize hydrocarbon waste.
; o Ensure sufficient data is available to characterize the play and
Reseryoir management
delineate formations.
o Ensure each resource owner has an opportunity to receive an

equitable share of production.

e  Ensure no unplanned fluid movement inside or outside of the
Life-cvele wellbore wellbore over the life cycle of the well.
integrity e Ensure wellbore gas and fluids are controlled over the life cycle of

the well.

Performance Measures and Indicators

To be developed for the next version of the PBR Pilot Application Guide.
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Requirements
o Unless waived or varied by the AER, requirements under

o the Oil and Gas Conservation Act,

o the Pipeline Act,

o the Public Lands Act,

o the Water Act,

o the Environmental Protection and Enhancement Act, and

o any applicable Regulations, Rules, Directives and the AER Rules of Practice
« Play-based requirements — to be developed for the next version of the PBR Pilot Application Guide.
« For the risk management plan(s), at minimum, assess the following risk areas:

o water management,

o surface impacts / infrastructure,

o reservoir management, and

o life-cycle wellbore integrity.

Preferred Applications

In order to test the single application concept, applications for the Duvernay PBR pilot may be

« for one to five years of development,
o for multiple pads over contiguous lands and related water use, roads, pipelines, facilities, etc., and

« for activities that are proposed to begin during the 201415 or 2015-16 drilling seasons.

All applications that are not a part of the PBR pilot will follow the current regulatory process.
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Figure 1: PBR Pilot Area Map
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