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I. FACTS 
 
1. Management Systems Ltd. is the sole shareholder of Richdale Resources Ltd. (“Richdale”). 

2. An Originating Application to have the Court appoint the Liquidator was made by the Shareholder 

on December 10, 2019, and Richdale was ordered to be liquidated and dissolved in accordance with Part 

17 of the Business Corporations Act, R.S.A. 2000, c. B-9, as amended (the "ABCA") on the terms and 

conditions set out in the order (the “liquidation”). 

3. In support of the Originating Application, Mr. Pahl, in his affidavit sworn November 28, 2019, 

stated the following1: 

(a) Richdale is a non-operating, working interest participant (“WIP”) in various oil and gas 

properties in Alberta; 

(b) Richdale is currently solvent and during its 30 years of business has always met its current 

liabilities as they become due; 

(c) Richdale has no creditors; 

(d) Richdale will have future liabilities associated with its working interests including potential 

contingent liabilities for its proportionate working interest share of abandonment and 

reclamation costs; 

(e) Richdale requires the assistance of the court through the appointment of a Liquidator to ensure 

that any future obligations are addressed by the administration of a formal orderly divestiture 

process in respect of the remaining assets. 

4. Based on Mr. Pahl’s Affidavit, it would appear that the primary purpose for the liquidation was to 

address Richdale’s future end-of-life obligations (“EOLO”)2 in relation to its working interests. 

5. Despite Richdale and the Liquidator’s knowledge of the WIP interests and EOLO held by Richdale, 

the Alberta Energy Regulator (“AER”) was not provided with notice of the application to appoint the 

Liquidator or even served with the liquidation order.  The AER only became aware of the liquidation when 

 
1 Affidavit of Milt Pahl, sworn November 28, 2019, at paras. 4-7 and 20-21 (Tab 1)                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        
2 It was noted in PriceWaterhouse Coopers v. Perpetual Energy Inc., 2022 ABCA 111 (Perpetual) that the term 
“end-of-life obligations” was used intentionally instead of ARO (abandonment and reclamation obligations) to 
“underscore that the obligations are inevitable and inherent to the licensed assets regardless of regulatory 
involvement from the moment of licensing.”, at para. 50 [Tab 2] 
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it received the claims information package through regular mail in or about late January 2020.  The AER 

did not prepare the standard claim form but was in regular communications with the Liquidator throughout 

the two year period and put it on notice of the AER’s claim for EOLO.  The AER continued to work with 

the Liquidator to quantify those claims by clarifying the working interests in fact held by Richdale as at the 

date of the liquidation.3  

6. On February 5, 2020, Kaitlin Szacki, Manager of Orphaning, Insolvency & Legacy,  with the AER,

notified the Liquidator by email of the AER’s position with respect to Richdale’s WIP interests.  She

later (on March 23, 2020) provided the Liquidator with a formal letter setting out the amount indicated

to be owed by Richdale for EOLO and asked the Liquidator to hold an appropriate amount of funds on

behalf of Richdale to address the EOLO4.  This letter included, inter alia, the following advice:

(a) EOLO owned by a licensee or working interest owner continue to be owed notwithstanding an

insolvency or any other kind of liquidation and wind up.

(b) The AER considered the responsibilities to be no different whether an ABCA liquidation or

insolvency proceeding in that regulatory obligation take priority over all secured or unsecured

claims.

7. On May 15, 2020, the AER advised counsel for the Liquidator that the Liquidator’s records did not

match the AER records and that further information was needed to attempt to reconcile such records5.

The AER also sought information with respect to the current status of the sale of assets in the liquidation,

and confirmation that any funds would be held in trust pending receipt of the information and the

opportunity to evaluate the AER’s position.6

8. Over the next two years, the AER worked with the Liquidator to attempt to reconcile the WIP

records of Richdale with those of the AER.  The two lists are now very close to reconciled with the result

being that the AER views Richdale’s liability for EOLO at $254,708.70.7

9. Despite requests, the AER did not receive any information from the Liquidator with respect to its

attempts to sell Richdale’s WIP interests.  The Applicant states that the Liquidator exhausted its options for

3 Affidavit of Bonnie Pierce, sworn May 5, 2022 
4 Appendix F – First Report of Liquidator – Applicant’s Materials 
5 Affidavit of Bonnie Pierce, sworn May 5, 2022, at paras. 36-37 
6 Ibid, Exhibit “F” 
7 Ibid. at para. 50 
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addressing the residual interests of Richdale. 

10. In obtaining the liquidation order, the Shareholder stated that Richdale had no creditors.  He also 

stated that Richdale met its current liabilities as they became due. 

11. Contrary to that information, the Liquidator is proposing to distribute funds to several creditors, 

with claims occurring prior to the liquidation, and in particular is proposing to pay $124,000 (almost half 

of the remaining funds in Richdale) to the Shareholder’s wife, Rosemary Pahl for unpaid wages for 2018 

and 2019. 

12. The Liquidator proposes no payment to the AER in respect of Richdale’s EOLO. 

II. ISSUES 

A. The proposed distributions to Richdale creditors and the Shareholder should not be made 

in priority to the EOLO owed in respect of the regulated assets. 

B. The Certificate of Dissolution for Richdale should not be filed without the EOLO being 

addressed. 

A. The Proposed Distributions Should Not Be Made in Priority to End of Life 
Obligations 

13. The Liquidator acknowledges Richdale has EOLO8.  Similarly, Mr. Pahl acknowledged in his 

Affidavit supporting the appointment of the Liquidator that Richdale would have future liabilities associated 

with its working interests, including contingent liabilities for its proportionate working interest share of 

abandonment and reclamation costs.9 

14. However, the Liquidator’s position is that Richdale’s obligations only arise as a result of s. 30 of 

the Oil and Gas Conservation Act, RSA 2000, c. O-6 (“OGCA”) in relation to working interest participants 

(“WIP(s)”).  Therefore, Richdale’s only obligation is to provide payment after the abandonment or 

reclamation work one it takes place, and on this basis, Richdale as WIP has no obligation itself to perform 

the work. 

15. While it is true that the AER does look first to the licensee to satisfy EOLO, WIP EOLO obligations 

extend beyond s. 30 requirements.  WIPs represent an ownership interest in the oil and gas assets. 

 
8 First Report of Liquidator, para. 26 
9 Affidavit of Milt Pahl, para. 7 [Tab 1]. 
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16. Funds should be held to satisfy EOLO whether or not the EOLO relates to the licensee or the WIP.  

This Honourable Court agreed with that position in an advice and direction application of the trustee in the 

bankruptcy matter of Siksika Energy Resource Corporation (“Siksika”) 10 heard on May 3, 2022.  In 

granting an Order directing that the remaining funds in the estate to be paid to the AER in partial satisfaction 

of Siksika’s EOLO, Justice Horner stated that the law in Alberta was settled such that EOLO took priority 

to payment of any creditors.  It should be noted that Siksika’s EOLO of approximately $3.94M, which was 

comprised almost entirely in relation to WIP interests.  It is also of note that none of the creditors of Siksika 

appeared at the hearing to oppose payment to the AER11. 

17. WIPs can be ordered to complete the abandonment work themselves pursuant to s. 27 of the OGCA.  

Further, there is an existing Abandonment Order12 that was issued to Richdale.  While the obligation of 

WIPs to submit an abandonment plan by May 2, 2018 has been stayed pending the outcome of the ongoing 

PricewaterhouseCoopers v Perpetual litigation involving Sequoia Resources Corp., the Abandonment 

Order remains in effect and the obligations of Richdale under the Abandonment Order do not disappear. 

18. The Alberta Court of Appeal in Manitok Energy Inc. (Re) (“Manitok) has been clear that 

abandonment and reclamation obligations are inherent in oil and gas properties from the minute extraction 

of the resource commences.13  The Court goes on to say that the public duty to discharge those obligations 

exists independently of any enforcement action taken by the AER14.  Specifically, abandonment and 

reclamation obligations exist independently of the issuance of abandonment orders, which are merely an 

enforcement mechanism [emphasis added].15As specifically stated by the Court of Appeal in Manitok,: 

“neither the existence of enforcement orders nor the sequence in which the enforcement action is taken is 

relevant to the Receiver’s duty to discharge public environmental obligations.”16 

19. While the above statement is made in connection with a receivership proceeding, the same principle 

applies to owners of regulated assets and any third parties engaged to liquidate those owners and 

windup/dissolve their business.  As noted in Manitok, “[t]he whole point of Redwater, however, is that the 

proceeds of the sale of valuable assets must be applied toward reclamation of the worthless orphaned 

assets.17  The Court of Appeal further noted that “[t]he outcome in Redwater confirms that assets in the 

 
10 Court File Number 25-095053 – Order of Justice Horner dated May 3, 2022 [Tab 3] 
11 Transcript of proceedings to be provided upon receipt. 
12 Appendix G – First Report of Liquidator [Applicant’s materials] 
13 Manitok, at para. 38 [Tab 4] 
14 Ibid. 
15 Manitok, at para. 39 [Tab 4] 
16 Manitok, at para. 41 [Tab 4] 
17 Manitok, at para. 30 [Tab 4] 

https://canlii.ca/t/jndl7#par38
https://canlii.ca/t/jndl7#par39
https://canlii.ca/t/jndl7#par41
https://canlii.ca/t/jndl7#par30
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estate do not cease to be available to discharge abandonment and reclamation obligations because they are 

sold by the trustee and converted to cash.”18 

20. Further in the circumstances, while Richdale is not in a receivership or other insolvency proceeding, 

it is in a formal liquidation proceeding under the court’s supervision.  It is clear that if all claims are paid 

out from the funds held by the Liquidator, there will be insufficient funds to satisfy Richdale’s EOLO in 

the amount of $254,708.80. 

21. Also important to note is the fact that WIPS are included in the definition of “operators” pursuant 

to s. 134 of the Environmental Protection and Enhancement Act, RSA 2000, c. E-12 (“EPEA”)19.  As an 

operator, Richdale has a statutory obligation to reclaim sites pursuant to s. 137(1)(b) 20 of EPEA, in 

accordance with, among other things, the terms and conditions in any applicable approval or code of 

practice.21Accordingly, the EOLO of Richdale is clearly a regulatory obligation which must be satisfied. 

22. Lastly, given the request to dissolve Richdale and the current health condition of the Shareholder, 

it is likely that Richdale’s EOLO, if not paid by Richdale, will ultimately become the obligation of the 

Orphan Well Association (“OWA”) and be paid through the use of the orphan funds in the form of a 

“working interest claim”.22 

23. Notwithstanding Richdale’s clear obligations to satisfy EOLO in the ordinary course and when 

insolvent, in priority to other claims including secure claims, the relief sought seeks to extinguish the claims 

of creditors without allocating any funding toward these obligations. 

B. Richdale Should Not Be Dissolved 

24. The Applicant argues that the Richdale’s EOLO is a future debt and is therefore not required to pay 

any funds to the AER, and that in any event, the AER can submit a claim within 2 years pursuant to s. 227 

of the ABCA.  Section 227 of the ABCA is subject to s. 15.7 of the ABCA which applied to unlimited 

liability corporations.  Thus, it is not clear whether the AER could benefit from the relief under section 227. 

25. Respectfully, given that Richdale will be dissolved and its Shareholder is currently 78 and 

admittedly in declining health, the AER submits that there is little likelihood that any funds will ultimately 

 
18 Manitok, at para. 32 [Tab 4] 
19 EPEA, s. 134, [Tab 5] 
20 Ibid., s. 137(1)(b), [Tab 5] 
21 Ibid. s. 137(2) [Tab 5] 
22 A Working Interest Claim is a cost claim submitted to the AER for a defaulting WIP’s share of incurred costs as 
per s. 70(2)(b) of the OGCA. 
 

https://canlii.ca/t/jndl7#par32
https://canlii.ca/t/81tx#sec134
https://canlii.ca/t/81tx#sec137
https://canlii.ca/t/81tx#sec137
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be available to satisfy future claims in relation to Richdale’s EOLO.  The pursuit of any relief under s. 227 

of the ABCA, if it is even available, would require the AER to pursue unnecessary complex litigation, 

incurring costs that it would not otherwise incur. 

26. Richdale’s EOLO is known today.  It is not a future liability.  There are currently funds available 

to satisfy EOLO, which Redwater confirms must be used to satisfy the obligations. 

27. As opposed to s. 227, the Court has the clear power in the circumstances under s. 218 of the ABCA 

to make: 

(h) an order approving the payment, satisfaction or compromise of claims against the corporation 
and the retention of assets for that purpose, and determining the adequacy of provisions for the 
payment or discharge of obligations of the corporation, whether liquidated, unliquidated, future or 
contingent; 

28. Richdale’s EOLO is not some future unknown obligation.  It exists and is known today. The AER 

respectfully submits that given this power, the Court ought to order that the funds remaining in Richdale be 

held in trust by the AER for the benefit of the licensees in connection with Richdale’s EOLO. 

29. Given the WIP EOLO of Richdale, Richdale does not appear to be solvent.  As noted above, if all 

current debt claims are added to the amount of EOLO, the amount of those total obligations exceeds the net 

proceeds held by the Liquidator.  As discussed in Perpetual, it is appropriate to consider EOLO in a balance 

sheet solvency test23 since EOLO are “real and omnipresent”24 and “as inevitable as death and taxes”25. 

30. If Richdale is not solvent, a liquidation or dissolution must be stayed pursuant to s. 207 of the 

ABCA. 

31. Whether the process utilized to maximize the remaining value of a corporation is a liquidation 

proceeding or an insolvency proceeding, the AER submits that the law is clear that regulatory obligations 

must be dealt with in priority to payment to creditors.  There is no question that the regulatory obligation 

should be addressed before distribution are made to shareholder and the corporation is dissolved. 

32. Finally, there is no information provided by the Liquidator as to what is to become of these WIP 

interests once Richdale is dissolved.  It is likely that such interests will vest in the Crown in the right of 

Alberta pursuant to s. 229(1) of the ABCA and as such, Richdale’s EOLO would become a public duty in 

 
23 Perpetual, at paras. 39 and 45 [Tab 2] 
24 Manitok, at para. 43 [Tab 4] 
25 Manitok, at para. 44 [Tab 4] 

https://canlii.ca/t/jndl7#par43
https://canlii.ca/t/jndl7#par45
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any event.  If there is also no licensee to address the EOLO, such as the case with Sequoia Resources Corp., 

those would fall to the OWA to address. 

III. CONCLUSION AND RELIEF SOUGHT 

33. The AER seeks direction from the Court that the Liquidator pay funds in the amount of $254,708.70 

to the AER to be held in trust for the satisfaction of Richdale’s EOLO.  Alternatively, if the Court views 

the claims of the creditors to be valid and to take priority to EOLO, the AER asks that the Court direct that 

the Liquidator to pay the residue to the AER rather than as a final distribution to the Shareholder. 

ALL OF WHICH IS RESPECTFULLY SUBMITTED THIS 5th day of May, 2022 

 

ALBERTA ENERGY REGULATOR 

 
      

Candice A. Ross 
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