COURT FILE NUMBER  Q.B. No. of 2022

COURT OF QUEEN’S BENCH FOR SASKATCHEWAN

IN BANKRUPTCY AND INSOLVENCY

JUDICIAL CENTRE SASKATOON

APPLICANT RURAL MUNICIPALITY OF LACADENA No. 228
RURAL MUNICIPALITY OF MIRY CREEK No. 229

RESPONDENT ABBEY RESOURCES CORP.

IN THE MATTER OF THE RECEIVERSHIP OF ABBEY RESOURCES CORP.

AND IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
RSC 1985, ¢ C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
ABBEY RESOURCES CORP.

AFFIDAVIT OF KATHRYN A. BLACK

I, KATHRYN A. BLACK of the City of Regina, in the Province of Saskatchewan, MAKE OATH
AND SAY THAT:

1. Iamemployed by the Government of Saskatchewan as represented by the Ministry of Energy
and Resources (the “Ministry”), in the capacity of Acting Executive Director of Field
Services. I have conducted a review of the Ministry’s files in this matter as well as other
records maintained by the Ministry. I swear this affidavit based on my review of the
Ministry’s files and records and my personal knowledge of the matters and facts deposed to
herein, except where stated to be on information and belief and whereso stated I verily believe

the same to be true.

As an Acting Executive Director for the Ministry, I am responsible for overseeing all aspects
of Saskatchewan’s field inspection and compliance programs for wells, facilities and
pipelines. Duties include overseeing staff engaged in field investigations, pipeline and facility
licensing and compliance audits, well integrity programs, emergency response planning and

field office operations. I am authorized to make this Affidavit on behalf of the Ministry.
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The Risk Assessment

2. As has been mentioned previously in affidavit material filed in this matter, on September 3,
2021, the Ministry requested that Abbey provide a risk assessment report on its pipeline
infrastructure to be completed in accordance with industry standards. A copy of that request
is appended as Exhibit “A”.

3. The Ministry received the risk assessment report (the “Report™) on December 6, 2021. This
report is appended to the Ninth Affidavit of James Gettis as Exhibit “M”.

4. Upon receipt of the Report, the Ministry commenced a review. Following that review, the
Ministry identified several issues with the completeness of the Report. Of particular note are
the following:

(a) Atpage 3, the author notes that many of the issues with pipeline integrity can be related
to internal corrosion and erosion. However, no failure analysis, material testing or
effluent testing appears to have been completed to confirm this assertion;

(b)  Atpage 7, the author of the Report states that they were not provided with the individual
years of construction for the pipelines, the specific production volumes for each
pipeline and the operating pressures for the same. This information should have been
readily available for Abbey to provide to the author: As will be discussed in greater
detail below, all of this information was available to Abbey by way of the Integrated
Resource Information System (“IRIS") operated by the Ministry, and through Abbey’s
own reporting information. Had Abbey taken time to connect the segments noted in the
Report to the information available respecting their licences available on IRIS, the
Report could have contained the available data and would have been less relative in the
analysis;

(¢)  Atpage 11 of the Report, a summary of the historical failure and spills is listed. To put
these spills into perspective, Abbey operates approximately 1,200 of the 55,000 active,
operating wells in Saskatchewan. This amounts to 2% of all active, operating wells in
the Province. By contrast, as can be seen from the table below, they contribute to
approximately 12% of spill incidents in Saskatchewan:
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Total Provincial | Total Abbey | oo e Of total

Mokith Incldents Incidents previndal

incidents
January 48 2 4%
February 48 2 4%
March 47 2 4%
April 51 17 33%
May 45 4 8%
lune 46 5 10%
July 20 5 25%
August 44 5 11%
September 61 11 18%
October 40 8 20%
November 38 5 13%
December 13 1 7%
Total 501 67 12%

(d) In addition to the significant issues noted by the author, the Report fails to make any

comment on the risk associated with an additional 944 non-metallic segments of

pipeline operated by Abbey. This equates to 36% of Abbey’s pipelines that were not

analyzed for consequence of failure and have no risk assigned to them;

(e) The Report, as a whole, fails to consider or identify the risk of damage to critical

habitats, endangered species or species at risks and protected archaeological sites. It is

likely that the “consequence™ factor for many of the pipelines should be higher than

listed based on these factors; and

(f)  The Report failed to include or refer to operational data, historical statistics, failure

analysis and material testing. Typically, these factors and information are used to

inform and supplement risk assessments when completing the Report.

hups://skgov-my.sharepoint.com/personal/kblack_gov_sk_ca/Documents/My
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The failure to include pertinent and accurate data means that the Report is simply a relative
risk assessment and as a result, represents a likely best-case, or close to best-case, scenario
for Abbey.

Given all of the issues with the Report, as outlined above, and based upon the Ministry’s
experience, it is probable that at least some of the low-risk pipelines should be recorded
instead as being at medium risk or higher, and the identified medium risk pipelines recorded

as being at high or very high risk.

Thus, while the report states that only 10% of Abbey’s pipelines are at high or very high
risk, the Ministry considers it highly likely that had full information been provided to the
author of the report, a significant portion of the lines presently identified as being medium

risk would have been identified as high-risk or very-high risk.
In addition to the foregoing, there is another matter arising from the report.

At page 21, the Report states that “[Abbey] does not currently have a defined risk assessment
and management process defined within an overall Pipeline Integrity Management Program.”
A Pipeline Integrity Management Program is a systematic and comprehensive set of
interrelated processes for the management of safety and loss control. The management system
defines and enables appropriate governance, prioritization and decision making so as to
ensure the safe, environmentally responsible, and reliable operation and service of a pipeline
system. The integrity management system is a key component of the overall Safety and Loss
Management System (*SLMS”). The SLMS is a mandatory requirement for pipeline
operators to have in place. The absence of such a program increases the risk associated with

the pipeline operation.

As confirmed by application attached to Exhibit G of Mr. Wagner’s affidavit, when Abbey
completed their application for the liner installation, they indicated they did have a SLMS
program. Had Abbey answered truthfully that they did not have an SLMS program, there

would have been increased oversight of the application.

Finally, there were matters not addressed in the Report being remediation of the pipeline

infrastructure. In its Second Report, at page 12, the Monitor notes that Abbey had advised
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the Monitor that the Report would contzin particulars of the intended remediation program
and associated costs to complete the relining required over the next three years. This was not
in fact included in the Report. The Report merely included a statement by the Author as

follows:

With the nature of the Abbey Resources pipeline systems associated to the production of low
pressure, sweet gas production, the challenge and largest overall limitation for Abbey
Resources is to identify economically feasible solutions to mitigate the risk identified in this
assessment.

The Ninth Affidavit of James Gettis references a plan formulated by the Company to mitigate
pipeline risks by way of installation of plastic liners in pipelines identified as high risk and
very high risk in the report. Mr. Gettis advises that company intends that the project will
being in the spring of 2022 and carry through to October of 2022. The Ministry has not
received a copy of the proposed plan. The Ministry has concerns about the information set

out in the Gettis affidavit, most particularly the anticipate costs.

In paragraph 49 of the affidavit, Mr. Gettis deposes to an anticipated cost for the liner
installation project in the order of $680,000.00.

Following receipt of the Report, the Ministry undertook a sampling of comparative costs
within the industry to determine the potential costs to Abbey if high and very high-risk
pipelines were remediated and restored by way of installing free-standing polyethylene liners
into the pipelines (the method advocated by Abbey). Liner installations require the existing
pipeline to be pressurized to allow the liners to be inserted into the pipe. Given the severity
of the deterioration of the pipelines, the liners may not be able to be installed without

incurring higher costs.

Further to this, the Report also states that, “This option (/iner installations) however may not
be entirely suitable to larger diameter (i.e. >NPS 4) pipelines that require a larger bore
maintained for the prevention of pressure drop and facilitating low pressure gas production.”

Therefore, the use of liners has still not be proven to be a viable or even, economical, solution.

Following that sampling, and having due regard to the risks, the Ministry has concluded that
the cost would likely be substantially higher than that estimated by Mr. Gettis. To remediate
and restore the high and very high pipelines identified in the Report, Abbey would be required

to insert plastic liners in approximately 343 kilometres of pipeline. Through discussions with
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industry, the Ministry has calculated the potential cost at approximately $170,000 per
kilometre to install the plastic insert for a total of $58,300.000. While 1 acknowledge this
estimate is based on a subjective view of the situation and is dependent on a variety of factors,
it nonetheless demonstrates the potential severity of the situation and raises questions about

the reliability of the estimate provided by Abbey.

The proposed timeframe for remediation is not acceptable, given the risk.

Ministerial Order

18.

19.

20.

21,

Based on all of the concerns with the Report and based on the identification of certain
pipelines therein as being high risk and very high risk, the Ministry has made a decision to
issue a minister’s order to respecting operation of the high and very high risk pipelines
identified in the Report. Notwithstanding the Ministry’s very real concems about other
pipelines, the order is limited to those so identified by the author. Attached and marked hereto

as Exhibit “B” is a copy of the Order.

Pursuant to the provisions of The Pipelines Act, 1998 the Minister’s order suspends the
licences of the all the high and very high-risk pipelines under that Act and requires Abbey to
cease operation of these same pipelines in accordance with The Oil and Gas Conservation

Act by shutting them in.

As is noted in the Report, the characterization of risk therein is a function both of the
likelihood of failure but also of the potential consequences arising. A number of the pipelines

identified as high risk are on or adjacent to environmentally sensitive land.

As of the date of swearing this affidavit, we have not yet received Abbey's response or

comments on the substance and effect of the Order.

Impact of the Order

22.  The majority of the lines identified in the Report as being high and very high risk are lines
Abbey operates south of the South Saskatchewan River. While these lines represent 10% of
hups://skgov-my.sharepoint.com/personalkblack_gov_sk_ca/Documents/My Documents/Ficld Opcrations/Abbey
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Abbey’s pipeline segments, these high and very high-risk pipelines are group lines which
gather product from multiple well sites. Thus, that 10% of the pipeline segments is affected,
because of the accumulated flow through those pipelines which originates elsewhere, the
order appears to shut in approximately 50% of Abbey’s production. Attached and marked
hereto as Exhibit “C” is a series of maps outlining the flowlines and the consequences of the

various shut-ins of high and very high-risk lines.

IRIS Compliance

23,

24,

25.

26.

27.

At paragraphs 7 to |3 of the Eighth Affidavit of James Gettis, Mr. Gettis referenced a number
of post-filing regulatory matters, being IRIS obligations. Those issues were not raised at the
time by the Ministry, but rather by Mr. Gettis. They are now addressed again in the Ninth
Affidavit at Paragraph 9 thereof,

The matters now having been raised, it appears appropriate to point out, with respect, that the
characterization of those issues by Mr. Gettis does not reflect the Ministry’s view. The

Ministry does not consider many of the items to be minor in nature.
As of January 24, 2022, Abbey has a total of 151 overdue inspection items.

While 115 of these items relate to signage issues, vegetation control and housekeeping, 36
are related to more serious concerns including elevated methane levels related to surface
casing vent flows, inadequate spill cleanup, holes in the ground on the lease, soil subsidence,

and corroded equipment.

I make this affidavit in opposition to Abbey Resource Corp.’s (“Abbey”) receiving any
further protection under the Companies Creditors Arrangement Act (the “CCAA*) and
further, in support of an application to appoint a receiver over the assets and undertaking of
Abbey.
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SWORN BEFORE ME VIA ELECTRONIC )
MEANS at the City of Saskatoon )
in the Province of Saskatchewan, )
this 25" day of January, 2022. )
)
el )

A COMMISSIONER OF OATHS

In and for the Province of Saskatchewan.
Being a solicitor

CONTACT INFO AND ADDRESS FOR SERVICE:
ROBERTSON STROMBERG LLP

Suite 600, 105 — 21 Street East

Saskatoon, SK S7K 0B3

Lawyer in Charge of file: M. Kim Anderson, Q.C. and Travis K. Kusch

Direct Line: (306) 933-1344

Facsimile: (306) 652-2445

E-Mail: mk.anderson@rslaw.com/t.kusch@rslaw.com
hups:/iskgov-my.sharepoint.com/personal/kblack_gov_sk_ca/Documents/My Documents/Field Operations/Abbey

Resources/Aflidavits Docs/Alfidavit of Kathryn Black (22-01-25) (S1510074xA0A6C).DOCX - 2:05 PM / January 25, 2022




Ministry of Energy and Resources
1000, 2103 11 Avenue

Saskatchewan/ A Regina, SK Canada S4P 328

September 3, 2021
This is Exhibit _i re e{rgd tf) in the Affjdavitof
L [
Jim Gettis Swa :‘:Ef: o —S—2N
Abbey Resources Corp.
505 3 Street S.W m
Calgary AB T2P 3E6 A Commissioner for Oaths for Saskatchewan
My Commission expires:
OR Bemg aSolicitor

Dear Mr. Gettis "

Re: Request for Pipeline Integrity Risk Assessment

The Ministry of Energy and Resources (ER) is requesting Abbey Resources Corporation (Abbey) conduct a risk
assessment of all Abbey pipeline systems within Saskatchewan. Pursuant to Section 3.5 of Directive PNG034:
Saskatchewan Pipeline Code, operators are required to actively maintain the integrity of a pipeline in
accordance with CSA Z662 and the Directive. Recent incident data suggests that Abbey has incurred a high
rate of failure on its pipeline systems, approximately three times higher than other operators of comparable
size. Field observations also indicate that a number of failures have occurred near or at recent spill locations.
As a result, ER has concerns related to the integrity of Abbey’s pipeline infrastructure.

The purpose of this risk assessment is to identify and prioritize risk so that Abbey can develop a mitigation
plan that can effectively reduce the number of incidents. ER recommends that Abbey follow Annex B of CSA
Z662:19 and ASME B31.85-2020 when preparing their risk assessment.

The risk assessment shall be signed and sealed by a professional engineer who is registered with the
Association of Professional Engineers and Geoscientists of Saskatchewan (APEGS) and who is competent in
the area of pipeline integrity risk assessments.

ER is requesting that Abbey provide the results of this risk assessment by December 6%, 2021. Any questions

can be directed to me at Chad.Lang@gov.sk.ca.

Sincerely,
Digitally signed
Langl Cha Lagg,glzgrE‘R >

e: 2021.09.03
ER 7 15:‘02:49 -06'00'

Chad Lang, P.Eng.
Manager, Pipeline and Regulatory Section
Energy Regulation Division, Ministry of Energy and Resources




MINISTER’S ORDER

MRO 14/22

Under The Pipelines Act, 1998 and The Oil and Gas Conservation Act

Pursuant to section 12 of The Pipelines Act, 1998, the Minister hereby suspends the licences of
all flowline segments listed in Table 1: Abbey Resources High and Very High Risk Segments,
which are licensed to Abbey Resources Corp. effective Monday, January 24, 2022.

Pursuant to section 17.01 of The Oil and Gas Conservation Act, Abbey Resources Corp. is hereby
ordered to suspend operation of all flowline segments listed in Table 1: Abbey Resources High
and Very High Risk Segments effective Monday, January 24, 2022. The flowline segments shall
be suspended in a manner that complies with Clause 10.15.1 of Canadian Standards Association
Group (CSA) 2662:19 Oil and gas pipeline systems (CSA 2662:19).

The lines listed in Table 1: Abbey Resources High and Very High Risk Segments must be shut in
by Monday, February 7, 2022.

Discontinuation of the segments in accordance with Clause 10.15.1 of CSA Z662:19 must be
completed by Monday, April 25, 2022.

Dated at Regina, Saskatchewan, January 24, 2022,
Digitally signed by
H or d en Ch u k, Hordenchuk, Sharla ER
: 2022.01.24 16:00:08
Sharla ER /55

Sharla Hordenchuk, Assistant Deputy Minister
Energy Regulation Division
Ministry of Energy and Resources

This 1s Exhibit 6 refeEred to 1n the Affidavit of

fa &L

Swarn before me this QAs~  dayof
o) L2000

r

A Commissioner for Oaths for Saskatchewan
My Commission expires:
OR Being a Solicitor
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This is Exhibit referred to ip the Affidavit of

Sworn before me this _/____day of
i 2092 .

A Commissioner for Oaths for Saskatchewan
My Commission expires:

OR Being a Solicitor

Analysis

Abbey Resources
Infrastructure Closure
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FORM PD1
(Enacted March 25, 2020)
(Amended August 7, 2020)
DECLARATION OF LAWYER WHO HAS WITNESSED DOCUMENTS

VIA ELECTRONIC MEANS

I Jmls M;gk‘ , of Sujh\!m\ ,in tPIe Province of _ 9K , a Lawyer, did
on _Jan AT , %22 witness ,Caﬂﬂ\,m_ Block_ sign the following documents via

electronic means:

1. B5Scdav’

2.

3.

Pursuant to Law Society of Saskatchewan Practice Directive 1, issued March 25, 2020 and amended on
August 7, 2020, | have turned my mind to the risks associated with the witnessing of documents via
electronic means. | have assessed the following risks, and have answered “yes” or “no” to indicate where
| have identified concerns:

1. Have | identified any indicia that the transaction might be fraudulent? M
Did I identify concerns, including the physical presence of a third party in the company of my client
while they were signing the documents, suggesting that there is a risk that the client may be
subject to undue influence or duress? _J_

3. Did|identify concerns about my client’s understanding about the documents they are executing?

4. Did | identify concerns about my client not having an adequate opportunity to ask questions about
the document being signed?

Where | have indicated “yes” to the statements above, | managed the risks by the following means:

Attached hereto is a screen capture of my client with their photo identification that was presented to me
via electronic means during the session where the above noted documents were executed.

| DO SOLEMNLY DECLARE that the statements contained in this form are complete and true in every
respect. AND | make this solemn declaration conscientiously believing it to be true and knowing that it is
of the same force and effect as if made under oath.

gﬂm&?/aa M K&;ML

DATE Signature of Lawyer

{00207539.DOCX}
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