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Bill 40

BILL 40

1985
MINES AND MINERALS AMENDMENT ACT, 1985

(Assented to , 1985)

HER MAIJESTY, by and with the advice and consent of the Legislative
Assembly of Alberta, enacts as follows:

1 The Mines and Minerals Act is amended by this Act.
2 Section 1(1)(u) is repealed and the following is substituted:

(u) ““spacing unit” means

(i) in relation to a well producing or capable of producing
petroleum or natural gas in Alberta, the production spacing
unit for the well prescribed by or pursuant to the regulations
under the Oil and Gas Conservation Act,

(i) in relation to a well drilled or being drilled in Alberta,
the drilling spacing unit for the well prescribed by or pursuant
to the regulations under the Oil and Gas Conservation Act,

(iii) the area in Alberta that would be the drilling spaging
unit prescribed for a well by or pursuant to the regulations
under the Oil and Gas Conservation Act if the well were drilled,
or

(iv) in relation to a well outside Alberta, the area'allocated
to the well for the purpose of drilling for or producing petro-
leum or natural gas;

3 Section 11 is amended by renumbering it as section 11(1) and by
adding the following after subsection (1):

(2) Subsection (1) does not preclude

(a) the Lieutenant Governor in Council from transferr_ing.the
administration and control of minerals to the Crown in right
of Canada, or

(b) the Minister from executing and delivering a transfer under
the Land Titles Act in favour of the Crown in right of Canada
of an estate in minerals of which the Crown in right of Alberta
is the registered owner.

4 Section 24(5) is amended by adding “or otherwise acquired by”
after “'issued to”.



Explanatory Notes

1 This Bill will amend chapter M-15 of the Revised Statutes of Alberta 1980.
2 Section 1(1)(u) presently reads:
I(1) In this Act,
(u) “spacing unit” means
(i) in Alberta,

(A) a production spacing unit within the meaning of the Oil
and Gas Conservation Act, when used with respect to a well
producing petroleum or natural gas, or

(B) a drilling spacing unit within the meaning of that Act,
when used in any other case,

and

(ii) outside Alberta, the area allocated to a well for the purpose of
drilling for or producing petroleum or natural gas;

3 Section 11 presently reads:
11 No disposition shall be made of an estate in a mineral owned by the

Crown in right of Alberta unless the disposition is specifically authorized
by this or another Act.

4 Section 24(5) presently reads:

(5) No agreement shall be issued to an unincorporated syndicate or asso-

ciation or other unincorporated group of persons in the name of the syn-
dicate, association or group.
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5 Section 65 is amended by renumbering it as section 65(1) and by
adding the following after subsection (1):

(2) The Minister, on the recommendation of the Energy Re.
sources Conservation Board that it is necessary to do so for safety
or conservation reasons, may authorize the lessee of a coa] lease
to recover natural gas contained in a coal seam in the location of
the coal lease.

6 Sections 90 to 112 are repealed and the following is substituted:
90(1) In this Part,
(a) “Board” means the Energy Resources Conservation Board:

(b) ““deepest productive zone”, with reference to a spacing
unit containing a location or part of a location approved for
continuation pursuant to section 95(1), means the deepest of
the zones in the spacing unit to which the approval extends
under section 95(2); .

(c) “finished drilling date”, with respect to a well, means the
finished drilling date of the well according to the records of
the Board;

(d) “freehold well”, in relation to the continuation of a lease,
means a well that, in the opinion of the Minister, is capable
of producing

(i) petroleum in paying quantity from the same zone as
that in which petroleum rights are granted under the lease,
or

(ii) natural gas in paying quantity from the same zone as
that in which natural gas rights are granted under the
lease,

if the title to all the petroleum or natural gas, as the case may
be, in the spacing unit for the well is not owned by the Crown
in right of Alberta;

(e) “lease” means a petroleum and natural gas.lease, petro-
leum lease or natural gas lease issued under this Act or the
former Act;

(f) “producing well”, in relation to the continuation pf a lease,
means a well that, in the opinion of the Minister, is capable
of producing

(i) petroleum in paying quantity from a zone in which
petroleum rights are granted under the lease, or

(ii) natural gas in paying quantity from a zone in which
natural gas rights are granted under the lease;

(2 “teym”, in relation to a lease, means the period of years
stated in the lease as its term.

(2) In this Part and in an agreement granting rights to petroleu
or natural gas or both,

(a) “natural gas” means the production from any well that
in the opinion of the Board, initially produces gas either alon®



5 Section 65 presently reads:

65 A coal lease grants the right to the coal that is the property of the
Crown in the location in accordance with the terms and conditions of the
lease. '

6 Sections 90 to 112 presently read:
90 In this Part,

(a) “5-year lease” or “'5-year petroleum and natural gas lease” means
a lease of petroleum and natural gas rights granted after July I, 1976
and having an initial term of 5 years;

(b) “freehold well”’ means a well that produces petroleum or natural
gas from a spacing unit, the petroleum or natural gas in which is not
owned by the Crown in right of Alberta;

(c) “licence” or “petroleum and natural gas licence” means a licence
of petroleum and natural gas rights;

(d) “producing well” means a well that is, in the opinion of the Min-
ister, capable of production of petroleum or natural gas in paying
quantity;

(e) "10-year lease” means a lease of petroleum and natyral gas rights
granted

(i) during the period commencing on June 1, 1962 and ending on
June 30, 1976, or

(ii) out of a reservation or permit of petroleum and natural gas
rights issued during the period commencing on June 1, 1962 and
ending on June 30, 1976,

and having an initial term of 10 years;

(f) “21-year lease” or “21-year petroleum and natural gas lease”
means a lease of petroleum and natural gas rights granted

(i) under the former Act, or

(ii) out of a reservation of petroleum and natural gas rights issued
before June 1, 1962;

(g) repealed 1983 c36 s19.

91(1) This Part applies to petroleum rights and natural gas rights that are
the property of the Crown in right of Alberta.

(2) An agreement granting rights to petroleum and natural gas or either
of them, whether granted before, on or after July 1, 1978, does not grant
the right to oil sands.

92 and 93 Repealed 1983 c36 s21.
Petroleum and Natural Gas Leases Rental

94(1) The annual rental for a petroleum and natural gas lease shall be
82.50 per hectare payable yearly in advance.

(2) The prescribed fee and the rental for the first year shall accompany an
offer or application for a lease.

(3) The fee and rental shall be refunded if the granting of the lease is
refused.
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or with oil at a gas-oil ratio of 1800:1 or higher, but does po
include any production that may be obtained from any wel|
that, in the opinion of the Board, initially produces gas with
oil at a lower gas-oil ratio;

(b) “petroleum” means the production from any well that, in
the opinion of the Board, initially produces oil either alone
or with gas at a gas-oil ratio of less than 1800:1, but does not
include any production that may be obtained from any wel|
that, in the opinion of the Board, initially produces oil with
gas at a higher gas-oil ratio.

(3) Subsection (2) does not apply for any purpose related to Toy-
alties or to section 92(5).

(4) An order of the Minister granting an extension of time under
section 96(6) or 98(5) is not a regulation within the meaning of
the Regulations Act.

91 This Part applies to petroleum rights and natural gas rights
that are the property of the Crown in right of Alberta.

Rights Granted

92(1) A petroleum and natural gas lease grants in accordance
with the terms and conditions of the lease the right to the petro-
leum and natural gas in the location that are the property of the
Crown.

(2) Notwithstanding subsection (1), a petroleum and natural gas
lease may except from the rights granted

(a) the petroleum rights in all or part of the location or in |
or more zones in all or part of the location, or

(b) the natural gas rights in all or part of the location or in |
or more zones in all or part of the location.

(3) A reference in this Part to a petroleum and natural gas lease
includes a petroleum and natural gas lease from which rights to
petroleum or natural gas are excepted pursuant to subsection (2).

(4) An agreement granting rights to petroleum or natural gas or
both, whether granted before, on or after July 1, 1978, does not
grant the right to oil sands.

(5) An agreement granting rights to which this Part applies does
not grant the right to natural gas in a coal seam that the Minister

has authorized the lessee of a coal lease to recover under section
65(2).

Duration of Leases

93(1) The term of a petroleum and natural gas lease issued under
this Act after July 1, 1976 shall be 5 years.

(2) Subsection (1) does not apply to a petroleum and natural gas

lle; se having a term of 10 or 21 years and issued after July 1,
76



Size and Boundaries

95 In the case of a 10-year lease,

(a) the maximum area of a location in the form of a square shall be
9 sections,

(b) the maximum area of a location in the form of a rectangle shall
be 8 sections and shall not exceed 4 sections in length, and

(c) when the tract applied for consists of adjoining or cornering par-
cels, the outer boundaries of the square or rectangle that would encom-
pass the tracts that may be included in one lease shall not exceed the
boundaries of the maximum areas prescribed by clauses (a) and (b).

96 If

(a) a petroleum and natural gas lease was issued by the Minister for
the purpose of enabling the lessee to acquire the rights to the petroleum
or natural gas in the whole or part of a drilling spacing unit,

(b) the location of the lease consists of or includes a portion of a
quarter section,

(c) the rights to the petroleum or natural gas in all or part of the
remainder of the quarter section are not owned by the Crown in right
of Alberta (the remainder or part thereof being hereinafier referred to
as the “freehold area”), and

(d) the lessee fails at any time thereafier to satisfy the Minister that
he has the right to the petroleum or natural gas in the freehold area,

the Minister may cancel the lease or cancel the lease as to the part of the
location within the quarter section, as the case may be.

Rights Granted

97(1) A petroleum and natural gas lease grants the right to the petroleum
and natural gas that are the property of the Crown in the location in
accordance with the terms and conditions of the lease.

(2) Notwithstanding subsection (1), a petroleum and natural gas lease may
except from the rights granted

(a) the petroleum rights in all or part of the location or in 1 or more
zones in all or part of the location, or

(b) the natural gas rights in all or part of the location or in 1 or more
zones in all or part of the location.

Duration of Leases

98(1) Subject to subsection (2), the initial term of a petroleum and natural
gas lease granted after July 1, 1976 under this Part or pursuant to a
petroleum and natural gas licence shall be 5 years.
(2) The initial term of a lease granted out of a reservation or permit of
petroleum and natural gas rights issued during the period commencing on
June 1, 1962 and ending on June 30, 1976 shall be 10 years.
99(1) Subject to sections 101 to 103, a petroleum and natural gas lease
continues afier the expiration of its term
(a) as to any part of the location that is within the spacing unit for a
producing well;
(b) as to any part of the location that is subject 10a um’t( operation
until 6 months after it is no longer subject to a unit operation;
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(a) as a result of a division of a lease or the registration ofa
transfer of part of the location of a lease, or

(b) pursuant to a reservation or permit of petroleum and nat.
ural gas rights issued before July 1, 1976.

(3) When the term of a lease expires, the lease continues only to
the extent that it is approved for continuation under section 95
96 or 97. ’

94(1) A lessee may, in accordance with the regulations and within
the 120-day period prior to the expiration of the term of his lease,
apply to the Minister for the Minister’s approval of the contin-
uation of the lease pursuant to section 95 or 96 or both.

(2) If the Minister disagrees in whole or in part with an applica-
tion under subsection (1), the Minister shall give a notice to the
lessee ad vising him of the disagreement and specifying the period
of time within which the lessee is entitled to respond to the no-
tice.

(3) The Minister, in accordance with the regulations, shall make
his decision respecting the continuation of a lease pursuant to
section 95 or 96 or both, whether or not an application is made
in accordance with subsection (1) in respect of the lease, but the
Minister shall not approve the continuation of the lease pursuant
to section 95(1)(d)

(a) as to any part of the location, if no application is made
under subsection (1) in respect of the lease, or

(b) as to any part of the location not included in an applica-
tion made under subsection (1).

(4) The Minister shall not make his decision under subsection

3
(a) until after the expiration of the term of the lease, or

(b) if a notice was given under subsection (2), I..lrlti.l after the
expiration of the term of the lease or the expiration of the
period specified in the notice, whichever event occurs later.

(5) On making his decision under subsection (3), the Minister
sl_la_ll give written notice of the decision to the lessee and, on his
giving the notice,

(a) the Minister’s decision under this section wjth .respeCl to
the lease is final and is effective as of the expiration of the
term of the lease, and

(b) subject to section 97, the lease after the expiration of its
term ceases to include any part of the location or any Zones
underlying all or part of the location not approved for contin-
uation by reason of the decision.

95(1) Subject to section 94 and subsections (2) to (5) of this se¢-
uon, the Minister, in accordance with the regulations, shall ap-
prove the continuation of a lease after the expiration of its term
to the extent that the location is within any or all of the following

(a) the spacing unit for a producing well;



(c) as to any part of the location that is within a spacing unit in respect
of which the period for the drilling of an offset well is then extended
under the regulations, until 6 months afier the freehold well concerned
ceases production;

(d) as to all or any part of the location not contained under clause (a),
(b) or (c) that is then considered by the Minister to be capable of
production of petroleum or natural gas in paying quantity.

(2) When a lease continues as to all or any part of the location pursuant
to subsection (1)(b) or (c) then, subject to sections 101 and 103, the lease
Jfurther continues as to that part of the location that would continue under
subsection (1)(a) and (d) if the expiration of the 6-month period referred to
in clause (b) or (c), as the case may be, were the expiration of the term.

(3) For the purposes of this section and sections 100 to 102, a reference to
the term of a lease shall be deemed to be a reference to

(a) its initial term, in the case of a 5-year lease or a 10-year lease, or

(b) its 21-year term, in the case of a 21-year petroleum and natural
gas lease whether or not it is a renewal of a previous 21-year lease.

(4) For the purposes of this Part,

(a) if a 10-year lease was being continued on June 30, 1976 as to all
or any part of the location pursuant to

(i) section 126(1){a) of RSA 1980 cM-15 as it stood on that date,
or .

(ii) section 127 of RSA 1980 cM-15 as it stood on that date in so
far as the location or part thereof is within the spacing unit for
the well,

the lease shall be deemed to continue as to the location or part thereof,
as the case may be, under subsection (1)(a) of this section;

(b) if a 10-year lease was being continued on June 30, 1976 as to all
or any part of the location pursuant to section 128 of RSA 1980 cM-
15 as it stood on that date, the lease shall be deemed to continue as
to the location or part thereof, as the case may be, under subsection
(1)(b) of this section;

(c) if a 10-year lease was being continued on June 30, 1976 as to all
or any part of the location pursuant to section 129 of RSA 1980 cM-
15 as it stood on that date, the lease shall be deemed to continue as
to the location or part thereof, as the case may be, under subsection
(1)(c) of this section;

(d) if a 10-year lease was being continued on June 30, 1976 as to all
or any part of the location pursuant to

(i) section 126(1)(b) of RSA 1980 cM-15 as it stood on that date,
or

(ii) section 127 of RSA 1980 cM-15 as it stood on that date in so
far as the location or part thereof is outside the spacing unit for
the well,

the lease shall be deemed to continue as to the Ioc_ation or part thereof,
as the case may be, under subsection (1)(d) of this section.

100(1) Subject to section 101, if at the expiration of the term of a lease or
at the expiration of the 6-month period referred to in section 99(1)(b) or
(c), a well is being drilled on a spacing unit comprising the whole or part
of the location, the lease continues during the period that drilling ;s_bemg
conducted diligently and continuously to the satisfaction of the Minister
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(b) the area of a unit operation to which the lease is subject;

(c) a spacing unit laterally adjoining the spacing unit for 4
freehold well if the lessee, in accordance with the regulations
and before the expiration of the term of the lease, has notified
the Minister in writing that the lessee elects to pay compen-
satory royalty in respect of the location or the part of the
location within the spacing unit;

(d) a spacing unit if all or part of the spacing unit is consid-
ered by the Minister at the time of the approval to be capable
of producing

(i) petroleum or natural gas in paying quantity from a
zone in the location of the lease in which rights to that
petroleum or natural gas are granted, if the lease grants
rights to petroleum and natural gas,

(ii) petroleum in paying quantity from a zone in the lo-
cation of the lease, if the lease grants rights to petroleum
only, or

(iii) natural gas from a zone in the location of the lease,
if the lease grants rights to natural gas only.

(2) The Minister’s approval under subsection (1), in relation to a
spacing unit containing the location or any part of the location,
shall be granted down to the base of whichever of the zones
described in the following clauses is stratigraphically the deepest
in that spacing unit:

(a) the zone or the deeper or deepest of the zones from which
the producing well is, in the opinion of the Minister,

(i) capable of producing petroleum or natural gas in pay-
ing quantity, in the case of a lease granting rights to petro-
leum and natural gas,

(i) capable of producing petroleum in paying quantity, in
the case of a lease granting rights to petroleum only, or

(iii) capable of producing natural gas in paying quantity,
in the case of a lease granting rights to natural gas only,

if continuation is approved under subsection (1)(a) in relation
to that spacing unit;

(b) the zone or the deeper or deepest of the zones that is
subject to a unit operation, where continuation is approved
under subsection (1)(b) in relation to that spacing unit;

(c) the zone or the deeper or deepest of the zones from which
the freehold well is, in the opinion of the Minister,

(1) capable of producing petroleum or natural gas in pay-
ing quantity, in the case of a lease granting rights to petro-
leum and natural gas,

(ii) capable of producing petroleum in paying quantity, in
the case of a lease granting rights to petroleum only, of



(a) as to that part of the location comprising the spacing unit Jor the
well, and

(b) as to any other part of the location contained in the section in
which the well is being drilled.

(1.1) If a lease is continued pursuant to this section as to part of the
location, the Minister may divide the lease so that the part of the location
so continued becomes the location of one of the leases resulting from the
division.

(2) When the well referred to in subsection (1) is completed as a producing
well then, subject to section 103, the lease further continues

(a) as to that part of the location that is within the spacing unit for
the producing well, and

(b) as to any other part of the location contained in the section in
which the producing well was drilled and that is considered by the
Minister to be capable of production of petroleum or natural gas in
paying quantity.

(3) When the well referred to in subsection (1) is completed as a producing
well, the lease further continues for a period of 90 days from the finished
drilling date of the well as to any part of the location that is contained in
the section in which the producing well was drilled but is not qualified to
continue under subsection (2)(b).

(4) If the well referred to in subsection (1) is not completed as,a producing
well, the lease further continues as to the same part of the location contin-
ued under subsection (1), for a period of 90 days from the finished drilling
date of the well.

(5) When the lease is continued as to part of the location for 90 days
pursuant to subsection (3), the lessee may drill one or more wells in that
part of the location subject to the following:

(a) the drilling of the first well pursuant to this subsection must be
commenced within that 90-day period and the drilling of each subse-
quent well must be commenced within 90 days afier the finished drill-
ing date of the previous well;

(b) subsections (1), (2) and (3) apply with respect to each well drilled
pursuant to this subsection as though the expiration of the 90-day
period in which drilling commenced were the expiration of the term of
the lease, whether or not the well in any case is completed as a pro-
ducing well.

(6) When the lease is continued for 90 days pursuant to subsection (4),'the
lessee may drill one or more wells in the location subject to the following:

(a) the drilling of the first well pursuant to this subsection must be
commenced within that 90-day period and the drilling of each subse-
quent well must be commenced within 90 days after the finished drill-
ing date of the previous well;

(b) subject to clause (c), if a well drilled pursuant to this subsection is
not completed as a producing well, subsections (1) and (4) apply Wit_h
respect to the well as though the expiration of the 90-day period in
which drilling commenced were the expiration of the term of the lease;

(c) on the completion of a well drilled pursuant to this subsection as
a producing well, subsections (1), (2), (3) and (8) apply, and this syb-
section ceases to apply, with respect to the well as though the expira-
tion of the 90-day period in which drilling commenced were the expi-
ration of the term of the lease.
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(iii) capable of producing natural gas in paying quantity,
in the case of a lease granting rights to natural gas only, ,

if continuation is approved under subsection (1)(c) in relation
to that spacing unit;

(d) the zone or the deeper or deepest of the zones considered
by the Minister to be capable of producing

(i) petroleum or natural gas in paying quantity, in the case
of a lease granting rights to petroleum and natural gas,

(ii) petroleum in paying quantity, in the case of a lease
granting rights to petroleum only, or

(iii) natural gas in paying quantity, in the case of a lease
granting rights to natural gas only,

if continuation is approved under subsection (1)(d) in relation
to that spacing unit.

(3) Notwithstanding subsection (2), if a location or part of a lo-
cation of a lease approved for continuation under subsection (1)b)
is less than the whole of the spacing unit for the zone or the
deeper or deepest of the zones that is subject to a unit operation,
then, subject to subsection (4),

(a) the location or the part of the location, and
(b) the remainder of the spacing unit,

shall each be deemed to be a spacing unit for the purposes of
applying subsection (2) of this section and sections 90(1)(b), ‘97
and 98(2)(b) and (3)(b) to the lease in relation to that spacing
unit.

(4) If an application is made for continuation pursuant to sub-
section (1)(d) as to the remainder of the spacing unit referred to
in subsection (3)(b), the Minister may consider the whole of the
actual spacing unit in deciding whether to approve that remain-
der for continuation under subsection (1)(d).

(5) If the Minister approves the continuation of a lease after the
expiration of its term under section 96 as to all or part of the
location, this section does not apply to the lease or to the part of
the location, as the case may be, while the lease is continued
under section 96.

96(1) Subject to section 94 and subsections (2) and (3) of this
section, if at the expiration of the term of a lease

() a well is being drilled in a spacing unit containing the
location or part of the location of the lease, or

(b) a well has been drilled in a spacing unit containing the
location or part of the location of the lease but the 90-day
period following the finished drilling date for the well has not
yet expired,

the Minister shall approve the continuation of the lease after ﬂ_le
expiration of its term as to that part of the location in which, 1
his opinion, petroleum or natural gas, the rights to which ar¢
granted by the lease, will be evaluated by the well.

6



(7) The Minister may extend a 90-day period within which the drilling of
a well pursuant to subsection (5) or (6) must be commenced if

(a) an application is made for the extension during that 90-day pe-
riod,

(b) the Minister is satisfied that the lessee requires additional time to
properly evaluate the well to determine whether or not it can be com-
pleted as a producing well, and

(c) the extension does not exceed a further period of 90 days,

and on the granting of the extension, a reference in subsection (5) or (6) to
a 90-day period shall, in relation to the commencement of drilling of the
next well, be deemed to be a reference to the extended period.

(8) When due to mechanical or other difficulties encountered in the drill-
ing of a well referred to in subsection (1), (5) or (6) the well cannot be
completed but within 30 days from the date of cessation of those drilling
operations the drilling of another well is commenced on the location, the
drilling of that well shall be deemed to be a continuation of the drilling of
the uncompleted well.

(9) For the purposes of this Part, if a lease was being continued on June
30, 1976 as to all or any part of the location pursuant to section 130 or
132 of RSA 1980 cM-15 as those sections stood on that date, the lease
shall be deemed to continue as to the location or part thereof, as the case
may be, under subsections (1) and (5) of this section respectively.

101(1) Subject to subsection (2), a lessee may

(a) within the 90-day period prior to the expiration of the term of his
lease, apply to the Minister to continue the lease as to that part of the
location that is, at the expiration of the term, qualified to continue
under sections 99 and 100, and

(b) within the 90-day period prior to the expiration of any 6-month
period referred to in section 99(1)(b) or (c), apply to the Minister to
further continue the lease as to that part of the location that is, at the
expiration of the 6-month period, qualified to further continue under
those clauses.

(2) If the lessee fails to make an application under subsection (1) within
the time prescribed in that subsection, the Minister shall decide the part or
parts of the location to be continued or further continued under the lease,
as the case may be.

(3) When any part of the location is not continued or is no longer further
continued under section 99, 100 or 102,

(a) the description of the location of the lease shall be amended ac-
cordingly, and

(b) a copy of the amended description shall be forwarded to the lessee
Jor inclusion in his copy of the lease.

102(1) When an application is made under section 101(1)(a) to continue
a lease as to all or part of the location pursuant to section 99(1)(d), the
Minister may allow the lease to continue in accordance with this section
as to all or any part of the location that is the subject of the application
notwithstanding the fact that he considers that it is not then capable of
production of petroleum or natural gas in paying quantity.

(2) In this section “unproven area’’ means the whole or part of a locati_on
that the Minister allows to continue under a lease pursuant to subsection

(1).
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(2) The Minister shall not approve the continuation of a lease
pursuant to subsection (1) as to any part of the location outside
the section of land in which the well is being or has been drilleq
if no application is made under section 94 for approval of the
continuation of the lease as to that part of the location.

(3) If continuation is approved as to all or part of the location
pursuant to subsection (1), the lease expires with respect to the
location or the part of the location so continued

(a) at the end of the 90-day period following the finished
drilling date for the well referred to in subsection (1)(a) or (b),
as the case may be, or

(b) at the end of any extension of that period granted under
subsection (6),

subject to being further continued pursuant to subsection (4) or

(8).

(4) If continuation is approved as to all or part of the location
pursuant to subsection (1), the lease further continues after its
expiration under subsection (3)(a) or (b) with respect to the lo-
cation or part of the location so continued if 1 or more additional
wells are drilled in accordance with the following:

(a) the drilling of the first well must be commenced before
the end of the period referred to in subsection (3)(a) or (b), as
the case may be;

(b) the drilling of each subsequent well must be commenced
within 90 days after the finished drilling date of the previous
well;

(c) each well must be drilled in a spacing unit containing _the
location or part of the location continued under subsection

(1.

(5) If a lease is further continued pursuant to subsection (4), the
lease expires with respect to the location or part of the location
so continued

(a) at the end of the 90-day period following the finished
drilling date of the last of the wells drilled pursuant to that
subsection, or

(b) at the end of any extension of that period granted pur-
suant to subsection (6),

subject to being further continued pursuant to subsection (8).

6) Thq Minister may extend the 90-day period referre'd.IO in
subsection (1)(b) or a 90-day period within which the erllmg of
a well must be commenced pursuant to subsection (4) if

(a) an application for the extension is made during that 90-
day period,

(b) the Minister is satisfied that the lessee requires additional
tlmq to properly evaluate the well to determine whether Of
not it can be completed as a producing well, and



(3) The Minister may allow a lease to continue as to the unproven area
under subsection (1) for a period of one year from the expiration of the
term of the lease and on the terms and conditions he prescribes but only if
the lessee pays the annual rental and furnishes security to the Minister in
a form approved by the Minister and in an amount equal to $25 for each
hectare in the unproven area.

(3.1) Without limiting the powers of the Minister to prescribe conditions
under subsection (3), the Minister may, in the case of

(a) a 5-year lease, or

(b) a 10-year lease or a 21-year lease that has a term that expires
after January 1, 1983,

prescribe as conditions of allowing the continuation of the lease under
subsection (1) that the lease shall not continue as to that portion of the
unproven area that is stratigraphically below the base of the zone specified
by the Minister for the purpose and that the lease be amended accordingly.

(3.2) If the Minister allows a lease to continue under subsection (1) as to
an unproven area that consists of part of the location only, the Minister
may divide the lease so that the unproven area becomes the location of
one of the leases resulting from the division.

(4) If the drilling of a well is commenced during the one-year period re-
ferred to in subsection (3), the Minister may allow the lease to continue as
to all or part of the unproven area for not more than 2 further periods of
one year each on payment of the annual rental and on the terms and
conditions the Minister prescribes in each case including the furnishing of
additional security in a form and in an amount that the Minister pre-
scribes.

(5) If during any continuation period allowed under subsection (3) or (4)
one or more wells have been drilled

(a) in the unproven area, or
(b) in land in the vicinity of the unproven area,

in accordance with the terms and conditions, if any, prescribed by t_he
Minister, the Minister may return or refund all or part of the security
furnished under this section.

(6) On the expiration of each one-year continuation period allowed under
subsection (3) or (4), the lease further continues with respect to the part, if
any, of the unproven area that would continue under section 99 if the
expiration of that continuation period were the expiration of the term of
the lease.

(7) If a lease further continues pursuant to subsection (6) as te all or part
of the location but the Minister had prescribed a condition in respect of
the lease pursuant to subsection (3.1), the Minister may, after the expira-
tion of any of the continuation periods allowed under subsection (3) or 4),

(a) if there are 1 or more zones in the location or the part of the
location so continued under subsection (6) that are capable of produc-
ing petroleum or natural gas in paying quantity and the zone or the
deeper or deepest of the zones, as the case may be, extends throughout
that location or that part of the location but is not the zone specified
in subsection (3.1),

(i) notify the lessee that the rights to petroleum and natural gas

in the portion of the location that is stratigraphically below the

base of the producing zone or the deeper or deepes{ of the produc-
ing zones, as the case may be, are no longer continued under the
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(c) the extension does not exceed a further period of 90 days.

(7) 1f due to mechanical or other difficulties encountered in the
drilling of a well referred to in subsection (I)(a) or (4) the we|]
cannot be completed, but within 30 days from the date of cessa-
tion of those drilling operations the drilling of another well is
commenced, the drilling of that well shall be deemed to be 3
continuation of the drilling of the uncompleted well.

(8) On the expiration of a 90-day period referred to in subsection
(3)(a) or (5)(a) or an extension of that period, as the case may be,
sections 94 and 95 apply to the location or the part of the location
in respect of which the lease is continued under subsection (1) or
(4) respectively as though the expiration of the period or the
extension were the expiration of the term of the lease.

(9) Notwithstanding subsections (1) to (8), the Minister may allow
1 application to be made for continuation under subsection (1)
in respect of 2 or more leases, whether held by the same lessee
or not, if

(a) 1 of the leases qualifies for continuation under subsection
(1) as to all or part of its location,

(b) the application is made on a day that is within that part
of the 120-day period referred to in section 94(1) applicable
to each of the leases, and

(c) the application is accompanied by evidence that the well
on which the application is based will evaluate the petroleum
or natural gas the rights to which are granted by each of the
other leases in all or part of the locations of those leases.

(10) If the Minister allows an application to be made under sub-
section (9) and approves the application in respect of 2 or more
of the leases, including the lease that qualifies for continuation
under subsection (1), subsections (1) to (8) apply to all of those
leases as if they were | lease.

97(1) In this section,
(a) “potentially productive part of the location” means

(i) in relation to any part of the location referred to In
subsection (2)(b)(i), the zones down to the base of the
potentially productive zone or the deeper or deepest of
the potentially productive zones in that part of the loca-
tion, and

(i) in relation to any part of the location referred to in
subsection (2)(b)(ii), the zones lying stratigraphically below
the deepest productive zone in the spacing unit containing
that part of the location, down to the base of the poten-
tially productive zone or the deeper or deepest of the po-
tentially productive zones in that spacing unit;

(b) “potentially productive zone” means a zone referred 10
1n subsection (3)(b).

(2) The Minister may give written notice to the lessee in accord-
ance with subsection (3) if



lease and have reverted to the Crown as of the date of the notice,
and

(ii) amend the lease accordingly,
or

(b) if there are 2 or more zones in the location or part of the location
so continued under subsection (6) that are capable of producing petro-
leum or natural gas in paying quantity but the deeper or deepest of
those zones does not extend throughout the location,

(1) divide the lease into 2 or more leases in such a manner that
each lease resulting from the division no longer continues to grant
the rights to petroleum and natural gas in the portion of its loca-
tion that is stratigraphically below the base of the producing zone
or the deeper or deepest of the producing zones in its location, and

(ii) if necessary, amend accordingly the lease that is not a new
lease or one of the new leases resulting from the division.

103(1) For the purposes of this section and section 103.1, the deeper rights
reversion date applicable to a lease is, except as provided in subsections
(1.1) and (1.2),

(a) with reference to a 5-year lease, the day following the last day of
its initial term,

(b) with reference to a 10-year lease, the day following the last day of
its initial term or January 1, 1983, whichever is later, or

(c) with reference to a 21-year lease, the day following the last day of
its term or January 1, 1983, whichever is later.

(1.1) If a lease is continued as to all or part of its location pursuant to
section 100 otherwise than pursuant to subsection (2) of that section, then,
for the purposes of this section and section 103.1, the deeper rights rever-
sion date applicable to the lease or the part of the location so continued,
as the case may be, is the first day following the expiry of the period during
which the drilling of another well could have been commenced under sec-
tion 100 but was not so commenced.

(1.2) If a 10-year lease or 21-year lease
(a) has a term that expires on or before January 1, 1983, and

(b) is continued as to all or part of its location under section 102 to a
date occurring after January 1, 1983,

then, subject to subsection (2.1), the deeper rights reversion date applicable
to the lease or the part of the location so continued, as the case may be, is
for the purposes of this section and section 103.1 the first day following the
expiration of the last of the I-year continuation periods allowed under
section 102.

(2) Subject to subsections (2.1) to (7), if the Minister determines that, at
the deeper rights reversion date, all or part of the location of a petro/eum
and natural gas lease is capable of producing petroleum or natural gas in
paying quantity from one or more zones pursuaunt to that lease, {he rights
granted by the lease to the petroleum and natural gas in the portion of the
location that is stratigraphically below the base of that zone or the deeper
or deepest of those zones in the location, shall revert to the Crown and
shall not continue under the lease as of the deeper rights reversion date.

(2.1) If at the deeper rights reversion date for a lease or part of the locatiqn
of a lease to which subsection (1.2) applies there are 2 or more zones i
the location capable of producing petroleum or natural gas in paying
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3)

(a) an application is made under section 94, other thap by
reason of the operation of section 96(8) or 98(8), for approval
of the continuation of the lease after the expiration of it
term, and

(b) the Minister disagrees with the application in whole or iy
part but considers

(i) any part of the location not approved for continuation
under section 95(1) or 96 to be potentially productive of
petroleum or natural gas from 1 or more zones underlying
that part of the location, or

(i1) any spacing unit containing all or part of the location
approved for continuation under section 95(1) to be po-
tentially productive of petroleum or natural gas from | or
more zones underlying the deepest productive zone in
that spacing unit.

A notice under this section

(a) shall state that the lessee may apply for approval by the
Minister of the continuation of the lease in respect of the
whole of the potentially productive part of the location or,
subject to the consent of the Minister, a portion of the poten-
tially productive part of the location;

(b) shall specify the zone or zones referred to in subsection
(2)(b) that the Minister considers to be potentially productive
of petroleum or natural gas and the parts of the location in
which, in his opinion, they occur;

(c) shall describe the potentially productive part of the loca-
tion;

(d) shall state that the application of the lessee must be ac-
companied by

(i) the annual rental for any part of the location in respect
of which the annual rental has not yet been paid, and

(i1) security in a form approved by the Minister ofa va}ue
equal to $25 for each hectare in the part of the location
to which the application relates;

(e) may prescribe any drilling requirements and other re-
quirements to be fulfilled by the lessee as a condition 10 the
refund or return of all or part of the security referred to 1n
clause (d) in the event that the continuation is approved under
this section;

0 may prescribe any other requirements respf}Cting the ap-
plication or any conditions on which the Minister may 2p-
prove continuation under this section;

(g) shall be included in or accompany the notice given 10 the
lessee pursuant to section 94(2).

(4) If an application is made in accordance with a notice given

under this section, the Minister may approve the continuation 0
the lease as to



quantity but, in the opinion of the Minister, the deeper or deepest of those
-ones does not extend throughout the location, the Minister may

(a) divide the lease into 2 or more leases in such a manner that each
lease resulting from the division no longer continues to grant the rights
to petroleum and natural gas in the portion of its location that is
stratigraphically below the base of the producing zone or the deeper or
deepest of the producing zones, as the case may be, in its location, and

(b) amend accordingly the lease that is not a new lease or one of the
new leases resulting from the division.

(3) The Minister may. on or before the deeper rights reversion date and
thereafter from time to time, with respect to any petroleum and natural
gas lease extend the deeper rights reversion date applicable to the lease if
the Minister is satisfied that it is in the public interest to grant the exten-
sion.

(4) An extension under subsection (3) may be made subject to any condi-
tions prescribed by the Minister.

(5) Any extension or extensions granted under subsection (3) with respect
to any lease shall not exceed in the aggregate a period longer than 5 years
after the deeper rights reversion date applicable to that lease.

(6) If an extension is granted under subsection (3) with respect to a lease,
a reference in subsection (2) to the deeper rights reversion date shall, in
relation to that lease, be deemed to be a reference to the date on which the
extension expires.

(7) Subject to subsection (2.1), the Minister shall, after the deeper rights
reversion date applicable to a lease, amend the lease so as to exclude from
it the petroleum and natural gas rights that ceased to continue under the
lease and that reverted to the Crown under subsection (2).

103.1(1) In this section, “‘reversion cut-off zone’, with reference to a lease,
means the deeper or deepest of the zones referred to in section 103(2) in
relation to that lease.

(2) If, at any time after the deeper rights reversion date applicable to a
lease, the Minister is of the opinion that any part of the location is not
then capable of producing petroleum or natural gas in paying quantity
from the reversion cut-off zone, the Minister may give a notice to the lessee
in accordance with this section.

(3) A notice given under this section

(a) shall be given in relation to the part of the location which, in the
opinion of the Minister, is not then capable of producing petroleum or
natural gas in paying quantity from the reversion cut-off zone, and

(b) shall state that, after the period of 1 year from the date of the
notice or any extension of that period granted under subsection (5),
the Minister may exercise his powers under subsection (4) in relation
to the part of the location to which the notice relates.

(4) After the expiry of the 1-year period prescribed in a notice given under
this section or of any extension of that period granted under subsection
(5), the Minister may

(a) having regard to the well or wells, if any, completed during that
period, determine the zone or zones in the part of the location de-
scribed in the notice that are then capable of producing petroleum or
natural gas in payving quantity and the areal extent of the zone or
zones, and
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(a) the potentially productive part of the location, or

(b) a portion of the potentially productive part of the location
as determined by the Minister, if the application is made in
respect of less than the whole of the potentially productive
part of the location,

for a period of 1 year from the expiration of the term of the lease
and on the terms and conditions the Minister prescribes,

(5) An approval for continuation granted pursuant to subsection
(4) is effective as of the expiration of the term of the lease.

(6) If an approval for continuation is granted pursuant to subsec-
tion (4) in respect of a lease, sections 94, 95 and 96 apply to the
lease with respect to the potentially productive part of the loca-
tion or the portion of the potentially productive part of the lo-
cation, as the case may be, as though the expiration of the I-year
period were the expiration of the term of the lease.

98(1) In this section, “‘Crown spacing unit” means a spacing unit
containing the location or part of the location of a lease continued
pursuant to section 95(1)(c).

(2) The Minister may give a lessee written notice in accordance
with this section if

(a) the lease is continued as to all or any part of its location
in a spacing unit pursuant to section 95(1)(a) or (d) and the
Minister considers that the deepest productive zone in the
spacing unit is then no longer capable of producing petroleum
or natural gas, as the case may be, in paying quantity,

(b) the lease is continued as to all or part of its location in a
spacing unit pursuant to section 95(1)(b) and the deepe§t pro-
ductive zone in the spacing unit is then no longer subject to
a unit operation, or

(c) the lease is continued as to all or part of its location in a
Crown spacing unit pursuant to section 95(1)(c) and

(i) the freehold well concerned has, for a period of at least
6 consecutive months, ceased to produce petroleum or
natural gas, as the case may be, from the zone that is ghe
same as the deepest productive zone in the Crown spacing
unit, or

(i1) the freehold well has been abandoned or is no longer
completed in the zone that is the same as the deepest
productive zone in the Crown spacing unit.

(3) A notice under this section shall relate to

(a) the location or the part of the location contained in the
spacing unit referred to in subsection (2)(a), where the notic¢
1 given pursuant to subsection (2)(a),

(b) the location or the part of the location contained in the
spacing unit referred to in subsection (2)(b), where the notict
IS given pursuant to subsection (2)(b), or
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(b) if the Minister determines under clause (a) that the reversion cut-
off zone does not extend throughout the location, divide the lease into
2 or more leases in such a manner that

(i) the part of the location throughout which the reversion cut-off
zone extends remains as the location of the lease, and

(ii) the new lease or each of the new leases resulting from the
division no longer continues to grant the rights to petroleum and
natural gas in the portion of its location that is stratigraphically
below the base of the producing zone or the deeper or deepest of
the producing zones, as the case may be, in its location.

(5) The Minister may extend the 1-year period under a notice given pur-
suant to this section if the lessee

(a) applies for the extension before the end of the 1-year period, and

(b) satisfies the Minister that the drilling of a well was commenced
during the 1-year period with a view to being completed before the
expiry of that period and that circumstances beyond the control of the
lessee have arisen preventing the lessee from completing the well within
that period,

and any extension so granted shall be reasonably sufficient to enable the
lessee to complete the drilling of the well or to commence and complete
the drilling of another well in the part of the location to which the notice
relates.

104 When the lease is continued under section 99(1)(a) or Yd) or section
100(2) or (5) as to all or any part of the location and

(a) a well on the location is abandoned, or

(b) the Minister considers that all or any part of the location is no
longer capable of production of petroleum or natural gas in paying
quantity,

the Minister may, on giving the lessee notice in writing, cancel the lease
or cancel the lease as to part of the location at the expiration of 6 months
after the date of the notice, unless before then the lessee provides evidence
satisfactory to the Minister that the location or the part of the location
referred to in the notice, as the case may be, is then capable of production
of petroleum or natural gas in paying quantity.

Regulations Respecting Leases
105 The Lieutenant Governor in Council may make regulations

(a) prescribing the requirements for the drilling of wells by lessees in
the cases where petroleum or natural gas is being produced from a
freehold well in a spacing unit directly offsetting a location, and gov-
erning the manner in which those drilling requirements may be de-
ferred whether by the payment of penalties or otherwise;

(b) prescribing and governing well drilling requirements applicable to
lessees of 10-year leases and 21-year leases;

(c) prescribing the penalties payable to the Minister on the granting
of extensions respecting the fulfilment of requirements prescribed pur-
suant to clause (b);

(d) respecting the division by the Minister of petroleum and natural
gas leases pursuant to this Part;

(e) respecting the amendment by the Minister of petroleum and nat-
ural gas leases pursuant to section 102 or 103.

106 and 107 Repealed 1983 c36 523.
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(c) the location or the part of the location contained in the
Crown spacing unit, where the notice is given pursuant to
subsection (2)(c).

(4) A notice under this section shall state that, after the expira-
tion of | year following the date on which the notice is given, the
lease will expire as to the whole or part of the location to which
the notice relates except to the extent that it is continued by
reason of subsection (8).

(5) The Minister from time to time may extend the 1-year period
under a notice given pursuant to subsection (2) if

(a) the lessee applies for the extension before the expiration
of the l-year period or of the previous extension, as the case
may be, and

(b) the Minister considers the extension to be in the public
interest,

and on the granting of the extension, a reference in subsection
(6), (7) or (8) to a l-year period shall, in relation to the lease, be
deemed to be a reference to the extended period.

(6) The Minister may withdraw a notice given under this section
at any time before the expiration of the I-year period.

(7) If a notice is given to a lessee pursuant to this section, then,
subject to subsection (8), the lease expires at the end of the I-
year period referred to in the notice as to the whole or part of the
location to which the notice relates.

(8) If a notice is given to a lessee pursuant to this section, sec-
tions 94, 95 and 96 apply to the lease with respect to the location
or part of the location to which the notice relates as though the
expiration of the 1-year period were the expiration of the term of
the lease.

Regulations Respecting Leases
99 The Licutenant Governor in Council may make regulations

(a) respecting applications to the Minister and the making of
decisions by the Minister under this Part;

(b) respecting the obligations of lessees in cases where petro-
leum or natural gas is being produced from a freehold well In
a spacing unit laterally adjoining a spacing unit containing
the location or part of the location of a lease;

(c) respecting well drilling requirements applicable to lessees

of petroleum and natural gas leases having a term of 10 0 21
years and to natural gas leases having a term of 21 years;

(d) prescribing the penalties payable to the Minister on the
granting of extensions respecting the fulfilment of the require:
ments prescribed pursuant to clause (c);

(e) respecting the amendment of leases by the Minister under
this Part.
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Natural Gas Leases

108 Sections 109 to 111 apply cnly to leases of natural gas rights that
are the property of the Crown in right of Alberta issued

(a) out of a natural gas licence or Crown reserve natural gas licence,

(b) as the first ora subsequent renewal of a lease issued pursuant to
an order of the Lieutenant Governor in Council made before June 1,
1962, or

(c) pursuant to an order of the Lieutenant Governor in Council made
before July 1, 1976.

109 In a natural gas lease, “natural gas”, for purposes other than those
dealing with the computation, levy and collection of royalties,

(a) means the production from any well that, in the opinion of the
Energy Resources Conservation Board, initially produces gas either
alone or with oil at a gas-oil ratio of 1800 to 1 or higher, but

(b) does not include any production that may be obtained from any
well that, in the opinion of the Board, initially produces gas with oil
at a lower gas-oil ratio.

110(1) The term of a natural gas lease shall be 21 years.

(2) A natural gas lease continues after the expiration of the 21-year term
as to those parts of the location that would continue if

(a) the natural gas lease were a 21-year petroleum and natural gas
lease, and

(b) the expiration of the 21-year term were the expiration of the term
of a 21-year petroleum and natural gas lease,

and for that purpose sections 99 to 104 apply with the necessary modifi-
cations to the continuation of the lease.

(3) The annual rental under a natural gas lease is 80¢ per hectare payable
yearly in advance.

(4) Subject to this section, the provisions of this Part and the regulations
applicable to 5-year petroleum and natural gas leases apply, as far as
practicable and with the necessary modifications, to natural gas leases.

111 The Minister may by notice require a lessee under a natural gas
lease to commence drilling operations on his location within the time
prescribed in the notice and to continue those operations diligently and
continuously to the satisfaction of the Minister with a view to the discovery
of natural gas.

Petroleum Leases

112(1) This section applies only to petroleum leases granted before July
1, 1976.

(2) In a petroleum lease ‘‘petroleum’, for purposes oth_er than those deal-
ing with the computation, levy and collection of royalties,

(a) means the production from any well that, in the opinion 0[ the
Energy Resources Conservation Board, initially produces oil either
alone or with gas at a gas-oil ratio of less than 1800 to 1, but

(b) does not include any production that may be obtainedl from any
well that, in the opinion of the Board, initially produces oil with gas
at a higher gas-oil ratio.

(3) The term of a petroleum lease shall not exceed 21 years.
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7 If prior to the commencement of this Act a notice has been given
to a lessee pursuant to section 103.1 or 104 of the Mines and Minerals
Act but the 1-year or 6-month period, as the case may be, under the
notice has not expired at the commencement of this Act,

(a) the notice shall be deemed to be a notice given under section
98 of the Mines and Minerals Act as enacted by this Act as though
that section had been in force at the time the notice was given,
and

(b) the expiration of the 1-year or 6-month period, as the case
may be, under the notice actually given shall be deemed to be the
expiration of the 1-year period of a notice given under section 98
of the Mines and Minerals Act as enacted by this Act.

8 If before the commencement of this Act a lease has been allowed
to continue pursuant to section 102(3) or (4) of the Mines and Min-
erals Act (the “‘former section”) and the 1-year period of the contin-
uation expires on or after July 1, 1985, the I1-year period of the con-
tinuation under the former section shall be deemed to be the I-year
period of continuation under section 97(4) of the Mines and Minerals
Act as enacted by this Act.

9 This Act comes into force on July 1, 1985.
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(4) A petroleum lease continues after the expiration of its term as to those
parts of the location that would continue if

(a) the petroleum lease were a 21-year petroleum and natural gas
lease, and

(b) the expiration of the term of the petroleum lease were the expira-
tion of a 21-year petroleum and natural gas lease,

and for that purpose sections 99 to 104 apply with the necessary modifi-
cations to the continuation of the term.

(5) The annual rental under a petroleum lease is 80¢ per hectare, payable
yearly in advance.

(6) Subject to this section, the provisions of this Part and the regulations
applicable to 5-year petroleum and natural gas leases apply, as far as
practicable and with the necessary modifications, to petroleum leases.

7 Transitional provision.

8 Transitional provision.
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