File No. 1633
Board Order 1633-2

June 7, 2010

MEDIATION AND ARBITRATION BOARD

IN THE MATTER OF THE PETROLEUM AND NATURAL GAS
ACT, R.S.B.C,, C. 361 AS AMENDED
AND IN THE MATTER OF
NE % Section 17, Township 79, Range 14, W6M Peace River District;
NW % Section 17, Township 79, Range 14, W6M Peace River District;
NW %4 Section 21, Township 79, Range 14, W6M Peace River District except Plan H782;
NE % Section 16, Township 79, Range 14, W6M Peace River District;
SW % Section 5, Township 80, Range 14, W6M Peace River District;
NW 7% Section 5, Township 80, Range 14, W6M Peace River District;
SW % Section 8, Township 80, Range 14, W6M Peace River District;
NW % Section 16, Township 79, Range 14, WEBM Peace River District except Plan 1782

(The “Lands™)

BETWEEN:
ARC PETROLEUM INC.

(APPLICANT)

AND:

JOHN MILLER AND MARY MILLER

(RESPONDENTS)

BOARD ORDER
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Heard by telephone conference: May 28, 2010
Mediator: Simmi K. Sandhu
Appearances: Rick Williams & Andrea Fiedler, for the

Applicant, ARC Petroleum Inc.
Les Mackoff, Elvin Gowman & Anne Clayton,
for the Respondents, John and Mary Miller

[1] ARC Petroleum Inc. (ARC) applies to the Board for mediation and
arbitration seeking entry to the Lands owned by the Millers in order to construct,
install and operate, and maintain flowlines and wellsites. The Millers have a
number of concerns with the entry.

[2] The Board may authorize the entry onto private land subject to specified
terms if entry is required to explore for, develop or produce petroleum or a natural
gas or for a connected or incidental purpose. The Oil and Gas Commission
(OGC) has issued or is in the process of issuing either approvals for the
construction and operation of flowlines 9-17 to 11-26-79-14, 15-26-78-15 to 9-17-
79-14 and 5-5-80-14 to 1-31-79-14 and wellsites C9 and D9. ARC needs access
to the Lands to construct, install and operate the flowlines and wellsites approved
or to be approved by the OGC. The parties have agreed to the terms of entry,
which terms are set out in the Order.

[3] A company who enters land for the purpose of developing or producing
petroleum or natural gas is liable to pay compensation to the land owner for loss
or damage caused by the entry, occupation or use of the land.

(4] ARC and the Millers do not agree on the amount of compensation payable
for the entry. The parties take very different approaches to determine the
appropriate compensation. As there has been no agreement on compensation,
and as the parties have a significant difference of opinion, | am refusing further
mediation and making the required orders for partial compensation and security
depaosit.

(5] The Mediation and Arbitration Board orders:

1. Pursuant to Rule 10(6) of the Board’s Rules, further mediation is
refused.
2. Upon payment of the amounts set out in paragraphs 4 to 7 below,

the Applicant including its employees, contractors and assigns shall
have the right of entry to and access across the portion of the
Lands shown in Schedule “A” for the purpose of constructing
operating and maintaining the flowlines and wellsites. This Order is
subject to the application process required by the Qil and Gas
Commission and nothing in this order operates as consent,
permission, approval or authorization of matters within the
jurisdiction of the Oil and Gas Commission. The Order is also
subject to the following terms and conditions:
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a) ARC will use all reasonable efforts to maintain the soil admixing
to no more than 20% subsoil,

b) ARC will use all reasonable efforts to maintain the work site and
the public access roads free of excessive dirt and debris at all
times during construction and operation of the subject pipeline
and well sites,

¢} ARC acknowledges that it is responsible for removal of rocks
that are brought to the surface of the right of way during and
following construction and in that regard will consult with the
owners and the lessee in discharging this responsibility,

d) ARC will, within 7 days of receiving notice of a builder's lien
claim being filed against the Lands as a resulit of the work being
carried out by ARC on the subject property, cause the lien to be
removed, either by way of paying the lien claimant or by paying
the amount claimed into court in accordance with s. 23 of the
Builders Lien Act,

e) All vehicles used in the farming operations of the Millers will
have a right to cross the pipeline right-of-ways in the normal and
ordinary course of such farming operations, regardless of
whether the vehicle carries a farm license. For greater certainty,
certain vehicles that are used in the farming operation for the
delivery of fertilizer and other materials incidental to farming
operation, as well as for the hauling of crops shall be permitted
to cross the pipelines, notwithstanding that these vehicles may
carry commercial plates only.

The Applicant shall serve the Respondents with a copy of the Order
prior to entry onto the Lands.

Applications_1633-1, 1633-3, 1633-3 and 1633-7:

4.

The Applicant shall deposit with the Mediation and Arbitration Board
security in the amount of $40,000.00. All or part of the security
deposit may be returned to the Applicant or paid to the
Respondents upon the agreement of the parties or as ordered by
the Board.

The Applicant shall pay to the Respondents as partial payment for
compensation payable for entry to and use of the Lands the amount
of $35,000.00, on the condition that if any of the flowlines do not
receive approval of the Oil and Gas Commission, the Respondents
will refund to the Applicant the partial payment on a pro-rated basis
and on a per acre breakdown of the partial payment.

Applications 1633-3, 1633-4 and 1633-5:

6.

The Applicant shall deposit with the Mediation and Arbitration Board
security in the amount of $40,000.00. All or part of the security
deposit may be returned to the Applicant or paid to the
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Respondents upon the agreement of the parties or as ordered by

the Board.

7. The Applicant shall pay to the Respondents as partial payment for
compensation payable for entry to and use of the Lands the amount
of $20,000.00, on the foliowing conditions:

a) if any of the wellsites do not receive approval of the Oil and Gas
Commission, the Respondents will refund to the Applicant the
partial payment on a pro-rated basis and on a per acre
breakdown of the partial payment, and

b) if the Board orders compensation less than the partial payment,
the Respondents shall refund to the Applicant the difference on
a pro-rated basis.

DATED June 7, 2010

FOR THE BOARD

B

Simmi K. Sandhu, Panel Chair
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