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MEDIATION AND ARBITRATION BOARD

Under the Petroleum and Natural Gas Act

#114,  10142 - 101 Avenue

Fort St. John, BC  V1J 2B3

Date: 11 January 2003

File No. 1481A





Board Order 366M 

BEFORE THE MEDIATOR:
IN THE MATTER OF THE PETROLEUM AND NATURAL GAS ACT BEING CHAPTER 361 OF THE REVISED STATUTES OF BRITISH COLUMBIA AND AMENDMENTS THERETO:


(THE ACT)

AND IN THE MATTER OF A PORTION OF THE NORTH EAST AND SOUTH EAST QUARTER SECTION 25, AND THE SOUTH EAST QUARTER OF SECTION 36, TOWNSHIP 79, RANGE 15 WEST OF THE SIXTH MERIDIAN PEACE RIVER DISTRICT

(NE & SE 25- 79 - 15, AND SE 36 - 79 - 15 W6M)

(THE LANDS)

BETWEEN:


STAR OIL & GAS LTD.  


3500, 150-6TH AVENUE  SW    


CALGARY, ALBERTA    


T2P 3Y7 


(THE APPLICANT)

AND:


WALTER HENKELS       


P.O. BOX 525


ARMSTRONG, BC        


V0E 1B0    


(THE RESPONDENT)

____________________________________

MEDIATION ORDER 

_____________________________________

BACKGROUND:

The Mediation and Arbitration Board received an Application for Mediation and Arbitration and Permission to enter on 15 October 2002 from John Hagen, agent for Star Oil & Gas Ltd.  The purpose of the application is for permission for the Applicant to enter upon the Respondent's land to construct and operate a flow line for production of the proposed well "STAR DAWSON 1 - 36 - 79 - 15 W6M".    

Pursuant to Section 16 (2) of the Petroleum and Natural Gas Act, a copy of the Application was served to the Respondent on 15 October 2002.   

Pursuant to Section 18 (1) of the Petroleum and Natural Gas Act, Frank Breault was designated Mediator.  The Mediator confirms that the application was properly filed. The Mediator inspected the proposed location of the flow line on 23 December 2002.  

A Mediation Hearing was conducted commencing at approximately 7:00 p.m. Mountain Standard Time on 6 January 2003.  Present in the Boardroom of the Mediation and Arbitration Board office, located at 10142 101st Avenue, Fort St. John, BC was Frank Breault, Mediator, Brock Campbell representing Star Oil and Gas Ltd. and John Hagen from Longstaff Land Surveying Ltd, on behalf of Star Oil and Gas Ltd.  

The Respondent Mr. Walter Henkels was connected to the speakerphone from his location in Thailand.  

The Mediator recorded the Hearing.  

POSITION OF THE PARTIES 

Applicant

The Applicant stated that this proposed flow line would connect the well site located at 1 - 36 - 79 - 15 to an East to West flow line in the North part of the South East quarter Section 25 - 79 -15. (Exhibit #1 attached) This flow line would require a Right - Of - Way of 3.46 acres and a temporary workspace of 1.06 acres.  The Applicant stated that crop loss would be paid after clean-up of the Right-Of-Way.  

Mr. Campbell stated the standard rate his company pays for flow lines in the area is:

1. a one time payment of $ 950.00 per acres for the Right - Of - Way, 

2. a one time payment of $ $ 500.00 per acre for the temporary workspace, and

3. crop loss for one year at $ 300.00 per acre.   

The Applicant asked the Respondent if they should be dealing with the farmland operator with respect to the crop loss.    

Mr. Campbell explained his understanding of why some landowners received $ 1,450.00 per acre for certain pipeline Right - Of - Ways.  His explanation was that only when a pipeline becomes inter provincial does it qualify for the Alberta legislated additional $ 500.00 per acre compensation.  Only then would Star Oil pay a total of $ 1,450.00 per acre.   

The Applicant stated they would like a Right - Of- Entry so that construction could begin at once.  

Respondent

Mr. Henkels acknowledged the location of the flow line and the area required as indicated on Exhibit # 1.  In response to the question from the Applicant concerning who should receive crop loss payments Mr. Henkels replied that it should be included with the Right - Of - Entry payment and would not directly involve his tenant. 

The Respondent clearly stated he does not accept the proposed compensation, and made reference to his fax of 28 November 2002 (Exhibit #2).  The section of the fax, which discusses the Respondent's expectation of compensation, suggests that the current Right - Of - Way payment should be $ 1,450 per acre.  Mr. Henkels further stated that in 1997 he received this amount from other companies, and when consideration is given to changing land and money values it would translate into even higher not lower compensation today.  Mr. Henkels questioned why there should be any difference between a BC flow line and those that carry gas from BC into Alberta and other destinations.  The Respondent felt there is no reason to warrant different prices for the various pipeline right - Of - Ways.       

DISCUSSION 

The parties agreed on the location, required area and the timing of the proposed flow line construction, but not the compensation.   Some difficulty was experienced during the Mediation Hearing caused by a faulty and inconsistent telephone connection with Mr. Henkels.  

The Respondent, Mr. Henkels is temporarily out of the country and was put to considerable inconvenience to generate fax replies and participate in the second Mediation Hearing via a telephone from his hotel.  

The proposed flow line Right - Of - Way is not surveyed and is located within the A. L. R. (Agriculture Land Reserve).  The parties did not indicate any further meetings would be attempted to complete negotiations.  

DECISION

The Mediator is of the opinion that additional Mediation Hearings will not result in a signed Right - Of - Way agreement.  Therefore further Mediation Hearings are refused.  

After carefully considering the evidence and submissions of the Applicant and pursuant to Section 18 (3) of the Petroleum and Natural Gas Act, the Mediator concludes that a Right - Of - Entry with appropriate conditions will be issued.   

The Mediator concurs with the evidence presented by the Respondent, that the fair compensation for the Right - Of- Way is $ 1,450.00 per acre.  Using the area as listed on Exhibit # 1; 

1. Right - Of- Entry:  3.46 acres @ $ 1,450.00 per acre = $ 5,017.00,

2. Temporary Workspace:  1.06 acres @ $ 500.00 per acre = $ 530.00,

3. One year crop loss (less well site area): 4.1 acres @ $ 300.00 per acre = $ 1,230.00

Outstanding matter(s) are referred to Arbitration to be arranged at a mutually agreed upon date.   

IT IS HEREBY ORDERED THAT:

1. Pursuant to Section 18 (2) (c) of the Petroleum and Natural Gas Act, further Mediation Hearings are refused. 

2. Pursuant to Section 19 (1) of the Petroleum and Natural Gas Act, and subject to compliance with this Order as to payment of monies to the Respondent, and the deposit with the Board the security ordered, the Applicant has the right to enter the Respondent’s land for the following purposes:   

(a)
to survey and construct a flow line as shown on sketch plan marked as Exhibit “1” used at Mediation and attached; 

(b)
to test, and perform all work as may reasonably be necessary to bring the flow line into operation. This includes the right to enter upon the flow line Right - Of- Way for the purpose of inspection, maintenance and other future operations.  The Applicant shall compensate the landowner for damages occurring as a result of these future activities, including but not limited to crop loss, erosion, weed control, reclamation and soil disturbance. 

3. Pursuant to Section 19 (2) (a) of the Petroleum and Natural Gas Act, the Applicant will deposit with the Board security in the sum of $ 3,500.00 by cheque payable to the Ministry of Finance and Corporate Relations, Province of British Columbia, on or before 31 January 2003 at 4:00 p.m. Mountain Standard Time.    

4. Pursuant to Section 19 (2) (b) of the Petroleum and Natural Gas Act, the Applicant will pay to the Respondent, a partial payment in the sum of $ 6,777.00, which will be deposited into the bank account of the Respondent.  Proof of this payment being provided to the Board office on or before 31 January 2003 at 4:00 p.m. Mountain Standard Time.    

5. Pursuant to Section 19 (2) (c) of the Petroleum and Natural Gas Act, the Applicant will serve a copy of this Order to the Respondent by 31 January 2003 and proof of this service being provided to the Board Office on or before 7 February 2003 at 4:00 p.m. Mountain Standard Time.  

6. Pursuant to Section 27 (1) of the Petroleum and Natural Gas Act, the Applicant will pay to the Respondent the sum of $ 250.00 as partial payment for his time and costs incurred.   

7. The Applicant will forthwith comply with Section 25 (3) of the Petroleum and Natural Gas Act.   

8. Nothing in this order is or operates as consent, permit, or authorization that by enactment a person is required to obtain in addition to this order.  

Dated at the City of Fort St. John, British Columbia, this 11th day of January 2003.


MEDIATION AND ARBITRATION BOARD


UNDER THE


PETROLEUM AND NATURAL GAS ACT


___________________________________


S. Frank Breault, Mediator   

