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program over Canyon Creek Unit
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12/14/1983 Delivery Point at Butcher Knife and Church Buttes fields, Sweetwater County, Wyoming
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Salt Lake City, UT 84145-0003
Tel 801-324-2534

July 20, 2016

Chris Parker Bryce Freeman

Utah Division of Public Utilities Wyoming Office of Consumer Advocate
Heber Wells Building Hansen Building, Suite 304

160 East 300 South 2515 Warren Avenue

Salt Lake City, UT 84145 Cheyenne, WY 82002

John Burbridge Craig C. Wagstaff

Wyoming Public Service Commission Questar Gas Company

Hansen Building, Suite 300 333 South State Street

2515 Warren Avenue Salt Lake City, UT 84145

Cheyenne, WY 82002

Re:  Guideline Letter Governing Commercial Well Designations Under Section I-20
of the Wexpro Agreement and Section I-11 of the Wexpro Il Agreement

The Utah and Wyoming Public Service Commissions approved the Wexpro 1
Agreement in 1981, the Wexpro Il Agreement in 2013, the Trail Unit Settlement Stipulation
in 2014 and the Canyon Creek Settlement Stipulation in 2015 (collectively the “Wexpro
Agreement”).

The Wexpro Agreement defines the procedure for classification of a “Commercial
Well” in Section 1-20 of the Wexpro I Agreement and Section [-11of the Wexpro Il Agreement
(the “Commercial Well Test”). A Commercial Well is one that “(i) clearly produces sufficient
quantities to pay at market prices for the products, all costs of drilling, development and
operation of the well, or (ii) requires further determination for classification as a commercial
well or a dry hole.” Modern drilling and completion techniques, such as hydraulic fracturing
and horizontal drilling have become pervasive in the industry and have enabled completion
in previously uneconomical formations. These newer techniques are reasonably necessary
to efficiently and more fully produce the hydrocarbons in the properties subject to the
Wexpro Agreement. However, the Commercial Well Test guidelines as set out in the Wexpro
Agreement are not compatible with the newer completion techniques. Longer testing times
are often necessary to evaluate new completions, which usually have multiple zones each
requiring individual fracture treatment. Sufficient production time after completion is
necessary to unload fracture fluids, remediate wet zones, install compression, and address
other issues that may occur before reliable decline trends can be established to evaluate the
well.
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During the current Hydrocarbon Monitor’s tenure, which began in 1999, procedures
for classifying a well under the Wexpro [ Agreement, Section I-20 (i) as “clearly” commercial
included using a minimum 10 percent discount rate and oil and gas prices based on the
NYMEX 12-month forward strip, adjusted to the location of the well. This process was used
because Section [-20 only specified the use of “market prices” without further definition. The
same procedures were used for classifying a well that requires “further determination”
under 1-20 (ii), but this Section has a 30-day testing limit after stimulation, with only the last

10 days of production to be used to evaluate the well.

The parties to the Wexpro Agreement will benefit from specifying procedures and
timing to be used for performing a Commercial Well designation which comply with all
aspects of the Wexpro Agreement. The following procedures will be utilized during the
Commercial Well Test, on a well by well basis, for wells that are clearly commercial and for
wells that require further determination for classification as a commercial well, a non-
commercial well or dry hole:

Discount Rate: A before-tax industry-standard! discount rate (currently 10 percent)
will be required under the Commercial Well Test.

Pricing: The price to be used for the Commercial Well Test will be the Rockies
Adjusted Price, as of the date production begins then held flat thereafter. Rockies Adjusted
Price is defined in the Canyon Creek Settlement Stipulation, paragraph 14. However, for the
Commercial Well Test, the Rockies Adjusted Price will use a NYMEX 12-month forward curve
instead of the NYMEX 5-year forward curve that is used to determine future drilling plans.
All other calculations and terms will remain the same for the Commercial Well Test as they
are defined in paragraph 14 of the Canyon Creek Settlement Stipulation.?

Production Testing: Beginning upon the date a well is first ready to produce
hydrocarbons; each well will be produced for 90 days prior to analysis for classification
under the Commercial Well Test. If a well is not “clearly commercial” and requires remedial
work, Wexpro will notify the Hydrocarbon Monitor prior to the end of the 90-day initial
production period and request one additional 90-day production period. Wexpro will
describe its plans for remediation and increasing production. The Wexpro remediation plan
will include anticipated costs and time duration. If the Hydrocarbon Monitor agrees to an
additional 90-day production period, Wexpro will be granted a maximum of 30 days for
remedial work (“Remediation Period”) before the second 90-day production period begins.
If a permit(s) for additional work is required, Wexpro will notify the Hydrocarbon Monitor
and the start of the 30-day Remediation Period will not begin until the day after Wexpro
receives the permit(s). The second 90-day production period will begin no later than 30
days after the beginning of the Remediation Period.

1 FASB Statement of Standards, FAS69-8.
2 This Guideline Letter does not change the Cost-of-Service-Test required prior to drilling investment as defined in
paragraph 14 of the Canyon Creek Stipulation.
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Adoption of this Guideline Letter will provide for application of a Commercial Well
Test in a manner and time frame most likely to result in an accurate analysis of a well’s

potential performance.

The guidelines contained herein will be in effect and binding upon the parties who
sign this letter until such time as they are either modified or terminated. However, the
guideline would still be in effect for all actions taken prior to any modification or termination.

Please indicate your acceptance of this Guideline Letter as an appropriate means to
perform Commercial Well determinations in the future on all Wexpro Agreement properties.

APPROVED:

WEXPRO COMPANY

By: TAnl AR ey — Date: v ,/;2 0 T/ LG
Bradyﬁ.’ Rasmussen
Executive Vice President &

Chief Operating Officer

UTAH DIVISION OF PUBLIC UTILITIES

By: M Date: 5/( //4

Chris Parker '
Director

WYOMING OFFICE OF CONSUMER ADVOCATE

p
e Q |
By: —} HLQJ } (\ DA Loty (D Diita: ,v/u ZV b, 0/6
Bry(ga Frz‘g’em\ﬁ’rjl ] // 7
Administrator
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Attorney Supervisor
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Craig C. Wagstaff N
Executive Vice President &
President, Questar Gas Company
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Salt Lake City, 1JT 84145-0601
Tel 801 324 2800 + Fax 201 324 2837

‘Wexpro Company

R

July 26, 2004 . o S

Evans Consulting Company
2002 Cimarron Court Lo rjh e

Mission, TX 78572-7432 Ve
Attn: David Evans

Re: 3D Seismic, Canyon Creek Unit

Dear David:

Wexpro requests pre-participation approval by the hydrocarbon monitor to patticipate in 2 3D seismic program over Canyon
Creek Unit as discussed below. This request is based on the guideline letter of October 17, 1994 which requires Wexpro to
get pre-participation review and approval by the hydrocarbon monitor for future 3D seismic programs.

Overview

Canyon Creek Unit has production from shaliow Wasatch and Fort Union Formations, intermediate depth Mesaverde
Formatiory, and deep Frontier and Dakota Formations. Because of the multiple stratigraphic horizons that are productive and
the diverse ownership, the unit is horizontally segregated into different participating areas. Wexpro operates the Canyon
Creek Unit (approximately T12N-13N, R101W, Sweetwater, Wyormning), but has designated QEP as sub-operator for the
shallower Fort Union and Wasatch producmg zones in which Wexpro has no ownership. Wexpro’s primary ownership is
only within the Mesaverde Formation, with limited additional ownership in other formations within 1980° circles. QEP in
addition to ownership in the shallow formations, also has rights to zones deeper than the Mesaverde, but not in the
Mesaverde. Neither Wexpro nor QFEP has 100% ownership in any zone, but rather is a partner with othcr companies.

Wexpro has been cautiously, but successfully developing additional Mesaverde reserves by infill drlling in Canyon Creek. It
appears that if all potential locations can be drilled, there may be approximately 40 additional infill and step out locations
available. The infill drilling is based on completing different sandstones than are completed in the existing offset wells. These
additional sandstones have more limited drainage areas than higher quality sandstones completed in the original weils. These
additional sandstones are not “blanket” type sandstones and part of the success of infill wells is the ability to predict the
presence of individual sandstones at & given location. Seismic may provide some additional insight into presence or absence
of individual sandstones, especially in step out well locations. Additionally, because Canyon Creek Unit is located a large
structural anticiioe, it likely hias a system of faults anel fractures simijar to tnoss found on nearby smuctures. These fauits and
fractures are not recognized based on the limited well contzol currently available. Seismic may provide insight as to the
locatien and trend of fractures and fauits which may allow better interpretation of compartmentalization of the reservoir as
well as any directionality of drainage, rather than the simple drainage circles we now use. This knowledge will enable better
placement of future wells to maximize reserves and perhaps lessen the risk of drilling poor performing wells.

3D Seismic Program
QEP and its partners have decided to condect a 51 square mile 3D seismic survey over the Canyon Creek area to image all

the known productive reservoirs and have invited Wexpro to participate. The seismic survey is designed to enable mapping
of individual Mesaverde sandstone bodies if they are thicker than 15 feet, map major packages of Mesaverde sandstones,
predict reservoir quality, map faults with throw greater than 25 feet and accurately map depth between existing control
points. Additionally, it will provide detailed imaging of the Frontier, Dakota, and Baxter formations in which Wexpro has
ownership within selected 1980 foot circles.

Geophysicists believe that there is little risk of getting unusable data because similar surveys with similar geclogy and
topography nearby have had good results.
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3D Seismic, Canyon Creek Unit
Tuly 26, 2004

The total survey cost, including processing, is projected to be $1,264,800. Based on thickness of interval to be imaged and
ownership within the interval, it is determined that Wexpro should have 21% of the total cost or $265,608. This was
calculated using the depth to the base of the Wexpro ownership (base Mesaverde) at approximately 7,000" in Canyon Creek
Unit 34, Modeling of the seismic indicates that the deepest depth which can be irnaged is 17,500°, thus 60% of the beneficial
seismic is at depths greater than Wexpro ownership (17500-7000)/17500 = 60%). Of the remaining 40%, the very shallow
derives little benefit from the seismic data and is allacated 10%.of the cost with 30% remaining for the Mesaverde interval.
With approximately 70% working interest ownership in this interval, Wexpro total share of the seismic weould then be 21%.
This methodology assigns no share of the cost of the deep seismic to Wexpro, but Wexpro does have some limited ownership
in thé deep intervals.

Recommendation

Wexpro should participate for its calculated share ($265,608) of the Canyon Creek seismic program. This participation is in
order that Wexpro might lower its risk in future development wells and might be able to better predlCt directional drainage
patterns and sand terminations,

Please indicate your approval of Wexpro’s participation in the above discussed 3D seismic program by signing in the
signature box below. If you wish to discuss this further, please let me know.

Respectfully Yours,

Vice Presu}ent

Approved:

Date: &c; W.ﬂ( oL, 2 00?(

cc: Darrell Hanson, Utah Division of Public Utilities
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Wexpro Company

Darrell S. Hanson

Utah Division of Public Utilities
Heber M. Wells Building

160 East 300 South

P.O. Box 45802

Salt Lake City, Utah 84145

Dear Mr. Hanson;

Re: Guideline Letier Governing the Adoption of Financial Accounting Standards
Board Statement No. 143, Accounting for Asset Retirement Obligations,
under the Wexpro Agreement

INTRODUCTION. The operational and legal necessity of conducting physical recla-
mation activities at and near oil or gas well-site locations and related facilities generally
requires expenditures after production is terminated. This reclamation activity can
include dismantling or removing facilities, plugging and abandoning wells, and recondi-
tioning and restoring terrain. These obligations are referred to as asset retirement obliga-
tions or “AROs.”

In particular, the Bureau of Land Management, as well as other federal and state
regulatory agencies, has established specific reclamation requirements associated with
leasing and operating oil and gas properties. The costs associated with these reclamation
activities are reasonable and necessary “common business expenses” as that term is used
in paragraph ! in each of Exhibit A and Exhibit E of the Wexpro Agreement (“the
Agreement”).

SFAS 143 REQUIREMENTS. Wexpro Company (“Wexpro”) has historically billed
ARO costs through the Agreement when actual costs in excess of salvage value received
are paid during asset-retirement operations. However, Wexpro is now required to adopt
procedures consistent with Statement of Financial Accounting Standards No. 143,
Accounting for Asset Retirement Obligations (“SFAS 143”), to comply with Generally
Accepted Accounting Principles. Under SFAS 143, effective for fiscal years beginning
after June 15, 2002, entities are required to recognize and account for certain ARQs, as
defined by SFAS 143, on a basis different from that used historically by Wexpro.

Specifically, if a legally enforceable ARO is deemed to exist, a company must
determine and record the value of the liability for the ARO in its accounting records.
Also, under SFAS 143, at the time the liability is recorded, a corresponding and
equivalent ARQO asset will be recorded on the company’s books as part of the cost of the
associated tangible asset. The ARO asset is then depreciated together with the associated
tangible asset over the life of that asset.
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An annual “accretion” expense is also added to the ARO lability to account for
the risk adjusted time value of money. This is necessary so that, at the time of the asset’s
future retirement, the total recorded ARO liability will equal the cash required to meet
the legal obligation.'

In addition to the forward-looking requirements of SFAS 143 outlined above,
companies are required to recognize the “cumulative effect” on their financial statements
resulting from the implementation of SFAS 143 on a retrospective basis. Thus, under

- SFAS 143, it is necessary to reconstruct over past years the effects that would have
resulted if the requirements of SFAS 143 had always been followed. This cumulative
effect requires a one-time transition entry on Wexpro's books as of January 1, 2003, so
that future financial statements will properly reflect the ARO cost effects.

SFAS 143 UNDER THE WEXPRO AGREEMENT. In order to coordinate SFAS 143
compliance with contractual requirements under the Wexpro Agreement, Wexpro pro-
poses to: '

3 Incorporate ARO costs as ongoing, necessary operating expenses under the

terms, conditions and procedures of the Agreement, as described below;
5 Collect ARO costs attributable to historical periods up to January 1, 2003
(“transition costs”);

3 Set up a trust account for the deposit of all funds (net of taxes) related to ARO
costs collected from Questar Gas Company and Wexpro (funding of the trust
account to be borne in the same proportion as ARO costs); and

3 Pay the ARO costs when they come due with accurnulated trust account
funds.

In addition to providing guidance on adopting SFAS 143 for the Wexpro
Agreement ARQOs, this Guideline Letter provides for establishing a secure source of
funds to retire the Wexpro Agreement Properties (Article IT and Article I assets) and a
procedure to account for and true-up the ARQO funding for each individual asset as may
be necessary to reflect changes in economic factors, applicable tax rates and estimated
cleanup costs.

The initial ARQ accretion rate shall be 6.6%; the initial ARQ rate of inflation

'For exarple, assuming a discount rate of 6.6%, an ARQ valued at $10,000 in 2003, but which
will not be paid until 2005, will cost $11,364 when actually paid. The accretion required in this example
would be $660 the first year and $704 the second.
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shall be 2.3%. The accretion rate represents the estimated rate at which Wexpro could
borrow to fund future ARO obligations. The ARO rate of inflation represents Wexpro’s
best estimate of current pricing inflation associated with future ARO obligations. Strictly
for purposes of this Guideline Letter, Wexpro’s collection of funds in the trust account to
provide for future ARO costs will be net of applicable estimated salvage values.

Accretion and Depreciation, Future Charges. SFAS 143 accounting requires the
following monthly expense entries related to AROs: (1) the monthly increase in the ARO
liability from the accretion charge; (ii) the monthly depreciation of the associated ARO
asset over 1ts remaining life; and changes in estimates affecting items (i) and (i1). The
treatment and allocation of ARO depreciation and accretion expenses shall follow
established accounting practices historically used by Wexpro except as set forth below.

The Wexpro oil properties have been highly profitable resulting in over $88
million of oil sharing under Exhibit E of the Wexpro Agreement (the Operator Service
Fee, “OSF.”) The $88 million of cumulative oil sharing to date represents approximately
94% of the estimated total oil sharing. However, due to the discounting treatment under
- SFAS 143 (which “loads” the ARO expense toward the end of an asset’s life), approxi-
mately 50% of the ARO expense is yet to be recouped from the remaining 6% of the
estimated total oil sharing. Even though Questar Gas’s share (54%) of the estimated
future AROs will amount only to an estimated $0.9 million (net of salvage), this may
cause “negative sharing”™ in the later years of oil revenue sharing. These necessary
expenses should be absorbed by the revenue stream generated over the life of the
Wexpro oil properties. Therefore, to the extent of any negative sharing directly attribute-
able to ARQO expenses, 54 % of the ARO costs will be a direct increase to the OSF.

Transition Costs. For assets in use as of the adoption of SFAS 143, Wexpro has
calculated the cumulative effect of past ARO costs through December 31, 2002, to be
$7,458,129 (net of salvage). This was determmned by conducting a well-by-well
engineering analysis and applying an accretion rate of 6.6% and an inflation rate of 2.3%
over the expected life of all the properties subject to the Agreement.

This amount will be recovered as follows:

(a) $5,734,966 (net of salvage) in equal monthly charges over an 18-yeaf
period as a part of the OSF. This amount is related to (i) all gas produced from Article

2 “Negative sharing” occurs when 54/46 revenues are not sufficient to effect a payout to the sharing
parties.

Page 10 of 68
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11 properties (Productive Gas Reservoirs), and (ii) gas produced from Article II proper-
ties (Productive Oil Reservoirs) subject to the cost-of-service treatment of § II-5 of the
Agreement. Notwithstanding the foregeing, for an asset retired prior to the 18-year
period, Wexpro will accelerate the collection of the proportionate share of the above
amortized amount pertaining to that asset. Any accelerated collections will reduce the
total of the monthly collections for transition costs for the remaining time periods by an
amount equal to the accelerated collections.

(b) The remaining $1,723,163 (net of salvage) in ARO transition costs is
related to (1) oil produced from Productive Oil Reservoirs subject to the 54-46 formula
and (it} “new oil” produced from Productive Gas Reservoirs subject to the 54-46
formula. Of this amount, 54% is to be charged to Questar Gas ($930,508) and 46% to
Wexpro ($792,655). Questar Gas’s 54% obligation will be reflected and charged as an
operating expense under the OSF.

The 18-year straight-line amortization and the one-time charge and allocation for
the cumulative effect are consistent with the prior treatment of excess deferred-tax
refunds under the Agreement when the U.S. corporate tax rate changed from 46% to
© 34% in 1986, as agreed to by the partiesin a guideline letter dated May-29, 1992.

-~ Trust Account. As funds are received from Questar Gas by Wexpro, both from
the charges for the cumulative effect and the annual depreciation and accretion expenses
(net of salvage), such funds, net of income taxes as described in paragraph (a) below,
will be deposited in an interest-bearing trust account established by Wexpro. Wexpro
will also fund 1its share of the ARQ costs, as determined in paragraph (b) above and by

application of the “54-46 formula,” by making corresponding deposits to the dedicated
trust account.

This trust account will be maintained with a reputable financial institution solely
for the purpose of accumulating and dispensing funds related to Wexpro’s AROs under
the Wexpro Agreement. The funds in this account will be specifically dedicated to
Wexpro’s SFAS 143 AROs and will not be commingled with any other funds of Wexpro
or any other entity in order that these funds are not subject to creditor claims. The trust
account will be funded and drawn down under the following procedures:

(a) From the payments collected from Questar Gas for the cumulative-effect

. charges (net of salvage) and ongoing depreciation and accretion charges (net of salvage),
Wexpro will deposit and accumulate such funds in the trust account, except Wexpro will
retain such amounts as are required for Wexpro to pay its current income-tax obligation

Page 11 of 68
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related to those payments.” The initial tax rate will be the current marginal composite
mcome tax rate (MCTR), as determined pursuant to § I-38 of the Wexpro Agreement,
and shall be adjusted annually.

(b) The balance mn the trust account will be credited with interest at the cus-
tomary rate paid on such an account by the financial mstitution where the account is
located. Periodically, but not less than annually, interest accumulated in the trust
account shall be disbursed and paid to the OSF or Wexpro, as earned by their relative

‘contributions to the account balance.

(c) When a facility is retired (such as plugging and abandoning a well), the ARO
costs will be funded by an appropriate withdrawal from the trust account, and an amount
confributed by Wexpro representing the gross up for taxes at the MCTR, regardless of
Wexpro’s actual tax treatment. If the amounts needed to fund any actual ARO costs are
less than or exceed the allocated current trust account balance, Wexpro will determine
- the allocation of such deficiency or excess amount and will charge or refund the .
difference to the OSF, with Wexpro to bear or receive ifs corre3pond1ng share,.if
' apphcable : : :

(d) Any salvage value (net of taxes calculated at the MCTR) shall be crechted to
_the OSF when the useable equipment is sold or transferred, with Wexpro to receive its
corresponding share, if applicable.

(e} As necessary from time to time to remain in compliance with SFAS 143 and

with audited financial reporting requirements (but not more often than annually),
Wexpro will review and redetermine:

(1) The engineering estimates of Wexpro’s AROs and related salvage
values. If there are material changes in the values so determined, Wexpro will
implement the necessary changes to the accounting and billing under the Agreement.

(i1) The inflation rates used in determining the accretion expense. If there
1s a material change in the ARO costs due to changes in expected economic conditions,
Wexpro will implement the necessary changes to the accounting and billing under the
Agreement.

* Because actual ARO expenses are not tax-deductible until paid, the collection of ARO-related
expenses in years before the expense is incurred will create a current tax obligation. The tax will be calculated
based on the MCTR allowed for under the Wexpro Agreement. Accordingly, all fund increases or decreases
will be adjusted for taxes at the then current MCTR, to achieve the intended result of keeping Wexpro neutral
on income taxes while passing any future benefit {or determent) of tax rate changes back through the OSF.
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(f) An example of the accounting and funding treatment (including income tax
gross up) pursuant to this Guideline Letter is attached as Schedule A.

CONCLUSION. Adoption of this Guideline Letter will provide an ongoing method-
ology that will recognize the costs assoctated with funding end-of-asset retirement
obligations over the life of the properties. Funding based on implementation of SFAS
143 will allow the costs to be spread over the period of time that oil and gas are
produced, thus mitigating their one-time impacts. As these funds will be accounted for in

-a separate, non-commingled interest-bearing account, the principal amounts will have no
effect on Wexpro’s investment base, and it will not be necessary to adjust Wexpro’s
mvestment base in connection with this treatment. It is understood that, under the
current requirements imposed on Wexpro by SFAS 143, the treatment of AROs, salvage
values and.abandonment costs in this Guideline Letter is not contrary to §§ II-7 and III-
10 of the Wexpro Agreement. :

Please indicate your acceptance of this gui.deline letter as an appi'opriate means to
“respond to the requirements of SFAS 143 as apphed to the terms of the Wexpro
Agreement.

WEXPRO COMPANY

WK'W 2y

James R. Livsey
Vice President
Approved:

UTAH DIVISION OF PuBLIC UTILITIES

By:%@aﬁ@ DateZ/ 22/ /0 (/
Irene Rees, DiréCtor

Staff of Wyoming Public Service Commission

By: Date:
.EVANS CONSULTING COMPAN'Y
(Hydrocarbepn Moni
M 1 Date: Fz/bfmfl 2!7. LooY

av1d B/ Bvans President
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S = A 80T 324 2305

“ax 801 324 2837

April 27, 1999

Darrell S. Hanson

Utah Division of Public Utilities
Heber M. Wells Building

160 East 300 South

P.O. Box 45802

Salt Lake City, Utah 84145

RE: 147 Product Allocation Ratio
Dear Mr. Hanson:

The Utah Division of Public Utilities (Division) as well as Wexpro have recently had discussions
regarding the intent of Paragraph 1-47 in the Wexpro Agreement (Agreement). As a result of these
discussions the Division and Wexpro have agreed to the following methodology effective January
1, 1999 forward. The parties further agree that the methodology used prior to January 1, 1999 will
not be subject to change. Itis proposed that effective January I, 1999 Wexpro will calculate a new
equivalent ratio to be used for that year. This ratio will be determined by dividing the actual
welghted average price per barrel received for oil, condensate and natural gas liquids for the twelve
financial months ending December 31 of the previous year by the weighted average wellhead
royalty valuation per Mcf of gas produced by Wexpro in the twelve financial months ended
December 31 of the previous year. This ratio will then be recalculated each subsequent year in the
same manner (see Attachment “A” for the 1999 Product Allocation calcuiation based on 12-31-98
data). The calculation will be subject to verification by the Accounting Monitor as part of its annual
review of Wexpro’s compliance with the terms of the Agreement.

Please indicate your approval of the proposed guidelines in the signature area.

G.L. Nordloh
President and CEO

Approved:
Utah Division of Public Utilities

By: L Cj(k f“"(;——-— Date: l) l Lf"‘ C! |
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Page 16 of 68
1999 Praduct Allocation Ratio
Based on 12-31-98 Results
11 Weighted average oil, condensate and natural gas $12.64
fiquid price received by Wexpro for twelve months
ended 12-31-98
2/ Weighted average price used for royalty wellhaad 52.06
gas valuation per Mcf for twelve months
ended 12-31-98
$12.64 /$2.06 =6.14
Round to 6.1 to 1 Equivalent Ratio
1/ From year end Wexpro financial statements page containing operating statistics for the
total average liquid price. (See page 2 of Attachment A)
2/ Represents Waxpro/Questar Gas net working interest velumes and
royalty vaiue reflected in tha 410.210, 410.220 and 410.230 general
ledger accounts plus any clearing well efiminations associated with the abave
accounts for the 12 months ended 12-31-98. (See Note below)
Net working interast voiume per manth x royalty price per month = 576,176,759 $2.06
Net warking interest volume 36,988,602
MNota:
Valye Volume (MCF)
Net Warking Interest (Accounts 410,210 - 410,230) $100,250 29,742
{See pages 3 - 4 of Attachment A)
Cilearing Well Eliminations $76,076,509 36,956,860
(See pages 5 - § of Attachment A)
5$76,176,75% 36,986,602

RATIOS8.xls 1998
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LITCHA ACTIVITY

ATPCRT FACM 12/01/98 THRU 12/31/33

NET WORKING INTEREST YEAR ZND BALANCE WORKSHEET

POSTED TX JRL

DATE

.210

0L/04/99%
01/04/9%
01/04/99
01/04/99
01/G4/99
o1/04/99
01/04/33
a1/04/99
0L/04/9%
01L/04/99
QL/04/99
01/04/99
a1/04/3%
01/04/9%
Q01/04/59
a1/04/99
0L/04/99
01/04/99
a1/04/99
01/04/9%
0L/04/95
01/04/99
02/17/99

TY? SRC VOUCHER

G5 GAS SALES WI

2

Prre i EEEEREEEERELE

RV
RV
RY
RV
RV
RV
RV
RV
344
RV
RV
RV
RV
RY
BV
RV
RV
RV
RV
RY
RV
RV
GJ

12-RV-19
12-RV-19
12-RV~19
12-RV-19%
12-RV-13
12-Rv-20
12-RV-130
12-RV-20
12-Rv-20
12-8]vV-20
12-RAv-20
12-RV-20
12-R]v-20
12-RV-22
12-RV-20
12-8Y-210
12-RV-20
12-RV-20
12-RV-20
12-RV-20
12-RV-20
12-RV-~-20
Pel

PROPERTY

242109
242409
415933
437433
710001
233602
239202
249033
240312
240331
240509
240702
24¢802
241309
241409
241702
242009
242199
242409
415933
4317433
710001

CAsT
CZINTER

TRANSACTION HISTORY FILE

242109
242403
413913
417431
710001
239602
2319902
240033
240312
240333
2405093
240702
240802
241309
241409
241702
24200%
242109
242409
415333
4317433
710001

DESCRIPTION

BRADY
ZAADY
SRADY
SRADY
BRADY
SRADY
BRADY
SRADY
BRADY
BRADY
BRADY
3RADY
BRADY
BRADY
gRADY
BRADY
BRADY
SRADY
SRADY
BRADY
BRADY
BRADY
PEL

UNIT
THIT
UNIT
UNIT
UNIT
UNIT
UNIT
Uit
IT
ONIT
UNTT
UNIT
UNIT
NIT
ONIT
ONTT
UNIT
UNIT
UNIT
UNIT
UNIT
UNIT

S2PT
5EPT
SEPT
SEPT
SEPT
NQV
NOV
NOW
NOQV
NOV
NoV
Nov
Nov
NOV
NOV
NQV
NOQV
Rov
NOQV
Nov
Nov
NOV

1338
1928
1998
1998
1938

38
38
98
98
33
33
58
38
948
g
53
33
38
28
Ex: ]
S8
98

CLOSING ENTRY

ACTIVITY TOTAL

expro Net Working Interest Royalty Value "Dollars” in
zneral ledger accounts 410.210, 410.220 and 410.230

expro Net Working Interest "Volumes" in general
edger accounts 410,210,

410.220 and 410.230

GRS
GAsS

GAS

- Questar Gas (;gnpany

D¥seketril 021 7057:01
Attachment ©GC Exhibit 3.8
Page- 3 of 6 paye180f 68
pEZaIT CREDIT BALANCE
GA 13,122.89
GA 3,486.79
GA 73,081,358
GA §7,3%2.133
Gh - 463,138.38-
EST 10,288,75~
EST 16,6548.95-
EST 100,637.84~
EST 162,81%.0G~
EST 14,20%.30-
25T 5,703.77-~
EST 1,473 .54~
EST 9,261.33-
EST 3,996.07-
EST 118,701,700~
EST 9,395,587~
EST 7,732.5%-
EST 21,223.52-
EST 3,159.29-
EST 145,619.73-
EST 658,378.02-
EST 701,877.02
100,250.24
9,738,871.03 9,648 ,969.28~ §9,901.75
12/31/99 ACCOUNT BALANCE 0.ao0

-
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ree  GUMMARY - THROUGH 12/31/33 AtQG@nERhibit:gS
NET WORKING INTEREST YEAR END BALANCE WORKSHEET Page ﬁa(j’él@ of 68

ST - U - ALG - 5EP - oCT - Nov * DEC T YTD CUM-TO-DATE
Sey  ammem-
ALZS S1s- 1,419 15,713~ 11,086 75,342 19,342 {100,250} 52,609,092
ALZS 503, 346 429,847 583,255 485,298 527,994 134,058 | 5,207,325 23,111 061
CTICH PLANT SALZS 48,813 5%.073 5%,013 121,322 47,403 138,740 803.L88 5,110,734
» REVENUE 484 aag 23,008 537 1,011 1,326 | 29,712 37,054
+ SALZS 552,133 430,819 549,563 598,303 651,749 534,483 | 7,140,475 25,468,001
VOLIMES -=- ==
. MCE 2,450 47,802 537- 1,503 22,840 2,131 EE. 20,978,264
- BBL ‘ 44,645 14,789 41,176 31,321 41, 743 39,702 453,358 | 1,47%,184
ICTION PLANT SALES 8,154 4,579 7,343 20,789 6,711 16,413 25,240 407,382
1 REVENUE
+SRICING-==---
AGE PRICS PER MCT 0.18- a.a3 29,23 5.89 1.31 444 3.37 2.51
AGE PRICZ PER HBL 11.27 12,16 14.17 14.38 12.07 9.57 13.5L 13 .04
AGE PRICT PLANT PRODUCTS ©os.9 5.33 .28 5.84 7.06 8.45 §.43 12.55
AGE FOR QTHER PRODUCTS

Wexpro Net Working Interest Royalty

\ " e v
Value "Dollars" in general ledger : . . :
accounts 410.210, 410.220 and 410.230

Wexpro Net Working Interest "Volumes”

in general ledger accounts 410.210, {

430.220 and 410.230
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Montn

Mer

75 WEXPRO

Vol

CCMPANTT ARLL SUZLIZCIR (W) 13:13:40 Apz 22 L3353

Fiscal 01/31/93 -=12/11/%3

Net

Col

1: 710001 DIMMY REVENUE ONLY!!!

."‘

A
L
ai/98
04/98
95/98
a6/98
a7/98
08/98
09/98
10/58
11/98
12/98
Total

L~ ~counc: 410

2205770

21513416

2084250

2456094
2616053

L Accounc: 410

01/98
02/98
03/98
04/98
06/98
Total

il Account: 41

a1/98
02/%8
03/98
04/98
06/98
ai1/94a

{ k|
1
l.,38
12/38
Tatal

Q0 oc 00 Q@ o0 o0 000 o000 o000

L2109
2433284,
. 2521138
2405323,
.89~
21130822,
2533087,

83-

-1

71-

54-
Q4-

.70~
.58-
2102628,

27-

.28~
.00~
2532409.
8106027,
L220
.aG
.00
.00
.0a
.00
.Qa
.230
-qa
.ao
.00
.aQ
.aa
.00
.a0
.40
0o
.00

ig-
58-

.00

CLEARING WELL ELIMINATIONS WORKSHEET

Wy Qperacor: 73 WzXPRO COMPANY

GS GAS SALZS WI

81583039,
5187410,
5344207,
3328570,
4364719,

5238291

4582142,

Je10704

1745686,

440¢133

4278927,
4647450,
574931486,

64
44
51
71
i3
.84
47
L83
38
.28
88
25
a2

GS GAS SALES RI

17279,

9859
10018

T2L17.
14360,

59316

51
.57
.79
S3
93
.35

GS GAS SALES OR

45062,

30393

30046.

22674

46122,
5878,

16504

10891,
16312,

21969
268456 .

a1
.83
48
.02
75
62
.0
17
82
.29

focal 23;05027 S8~ 7319279 37

) Questar Gas Company

aceR0gket Ng. 17-057-01
Dage 3 &G@: EXhI blt 3 8

Total "Volumes" and Royalty Value "Dollars"

general ledger accounts 410.210,
&'“’“"—’ﬂ—410.230 for Wyoming

t1: 710101 DUMMY REVENUE ONLY!({! €0 Operator: 75 WEXPRQ COMPANY

410,220 and

Total "Volumes” and Royalty Valve "Dollars”

3L Account: 410,210 GS GAS SALES WI
aL/98 871193.31- 27516842_38
02/%8 8752419,52- 1832871.13
03/98 348365.45- 1997477 .45
04/98 1060071.38- 1905469, 27
05/98 912558.76- 1874335.232
06/%8 810036.13- 1544041, 39
47/98 204%67.92- 349821.01
08/98 266250.77- 457215, 54
09/%8 22524 .25- 24122 .80
10/98 1320106.26 156364 .69~
11/98 J8666 .85 21106.78
12/98 403824.18- 707045, 31
Tocal 631159%,26- 11308784.21

GL Account: 410.220 GS GAS SALES RI

GL Accounc: 410,230

GS GAS SALES CR

Tatal ‘5311599.2534 EJZGE?EA.ZII

4:_~—————"“410 230 for Colorado

1i: 710201 DUMMY REVENUE ONLY f!!! UT Gperator: 75 WEXPRO COMPANY

GT “*gcount:

410.210 GS GAS SALES WI

general ledger accounts 410.210,

410.220 and

for

for

Page 20 of 68



.38
05/93
06/98
07/38
08/3a
0%/58
10/9a
11/5%8
12/98
Total

Tozal

Nzt
132055
27314048

287676 .
232750,
103485,

410887

20063%.
124832,
121177,

2715,

josz

12024,
2313233,
GL Account: 410,
GL Account: 410.

73 WIXFRO COMPANY WILL SUBLEISGIR W) 13:33:40 Apr 22 1339 ) QueStar Gas Company

220 G5 GAS SALES RI
230 GS GAS SALES OR

(5339233.57-) [ag4sazs5.57] &—

ral |36956550.41-H75076509.15!

AN

T

Fiscal 01/31/%3 -"T2/3./33 DOCket No. 17-057-01
CLEARING WELLS ELIMINATIONS WORKSHEET {cont'd) Attachmengac Exhibit 3.8
Yol Net Dol Fage 6 of 6 Page 21 Of 68
05— 117739917
.57-  541062.62
58- 557100.26
77— 199141.85
06~  533832.17
.06 - 403302.386
8L-  408276.54
ag-  229953.73
83~ 138626.57
75- 4620.23
75~ 479603 .
Ga- 19631.58 ____ Total "Volumes" and Royalty Value "Dollars" for general
57~ 4348445,.57

ledger accounts 410.210, 410.220 and 410.230 for Utah

Sum of Wexpro/Questar Gas Net Working Interest Royalty

Value "Dollars" in general ledger accounts 410.210,
410.220 and 410.230 for Wyoming, Colorade and Utah

Sum of Wexpro/Questar Gas Net Workihg Interest

"Volumes" in general ledger accounts 4106.210,
410.220 and 410.230 for Wyoming, Colorade and Utah
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May 29, 1992

Mr. Darrell S. Hanson
Manager, Gas & Water
Division of Public Utilities
Heber Wells Building

160 East 300 South

S8alt Lake City, UT 84111

Re: Refund of Excess Deferred Taxes

Whole-Well Approach for Determining
Commerciality in the Church Buttes Unit

Replacement Index Method for
Determining Base Rate of Return

Dear Mr. Hanson:

This guideline letter confirms the agreement between the Utah
Division of Publiec Utilities (Division) and Wexpro Company
{(Wexpro) regarding the above referenced items. These guidelines
are part of a combined settlement of these issues agreed to in
principle on February 5, 1992. The items agreed to are as
follows:

Refund of Excess Deferred Taxes

The 1986 Federal Income Tax Reform Act resulted in a reduction
in corporate tax rates from 46% to 34%. As a result, deferred
tax balances which Wexpro had been carrying for future tax
obligations were overstated. This resulted in a potential
refund to Mountain Fuel Supply -Company (Mountain Fuel). Wexpro
agrees to-'refund to Mountain Fuel that portion which relates to
cost-of-service gas (development gas, prior company, and
casinghead gas from develcpment oil investment) on a straight-
line basis over 15 years (180 months) effective January 1, 1987.

That portion which results from the "54-46 formula" (prior
Wexpreo, development oil, enhanced recovery, and "new o0il" from
development gas investment) will be refunded immediately
(retroactive to January 1, 1987) 54% to Mountain Fuel and 46% to

Wexpro.

Wexpro will recognize an increase to investment base
commensurate with effecting the refund for both the cost-of-
service gas and the 54-46 formula. As a result, Wexpro will
alsc earn & return on the increased investment base. The refund
te Mountain Fuel relating to the 54-46 formula will be reduced
by that portion of excess deferred taxes created in months when

‘Qiestar Gas Company

Docket No. 17-057-01
QGC Exhihit 3.8
Page 22 of 68



Mr. Darrell S. Hanson
May 29, 1992
Page 2

(but only to the extent of) negative sharing cccurred (i.e., 54~
46 formula revenues were not sufficient to effect a payout to

the sharing parties when the excess accrued). This reduced
portion of Mountain Fuel's refund shall be distributed to
Wexpro. Other than provided above, there shall be no

recalculation of Wexpro's return or the sharing amounts.

Future changes in corporate tax rates (up or down} will be
handled in a like manner. Deferred tax balance adjustments
required for cost-of-~service gas will be effected over a 15-year
period from the effective date of the change in tax rates.
Mountain Fuel shall receive any refund ‘and bear the expense of
over/under accrual for cost-of-service gas. Deferred tax
balance adjustments required for the 54-46 formula will be
handled via immediate recognition. Future adjustments to the
deferred tax bhalances for the 54-46 formula will account for
negative sharing positions as previously mentioned (i.e., to the
extent of negative sharing during a prior month of over/under
accrual, Wexpro shall, to the extent of the negative amount,
receive the refund or bear the expense of the adjustment, as the
case may be). For prior months of positive sharing in which
there was an over/under accrnal, Mountain Fuel shall receive the
refund or bear the expense of 54% of the adjustment.

Upon a change in tax rates, the deferred tax balances for the
two categories listed above will be compared to what they should
be as a result of the new tax rates and any under/over accrual
will be recovered/refunded as indicated above. Oother than
determining the amount of negative sharing for prior months of
over /under accruals, the related recovery/refund will be outside
the calculation and not dependent upon past or current 54-~46
sharing revenues or operations. For example, if there has been
an under ‘accrual in a prior positive sharing month due to a tax
rate change, Mountain Fuel will bear 54% of the adjustment
regardless of whether the current month is in negative sharing.
Moreover, there will be no recalculation of the prior month's
return to Wexpro or sharing for the parties. If the prior month
ig a negative sharing menth, Wexpro will bear the burden and
benefit of the adjustment, but only to the extent of the
negative sharing and thereafter 46%.

Mountain Fuel and Wexpro Company waive adjustments to the return
calculation for the pre tax-rate change period only as it
applies to this deferred tax issue.

Wexpro is currently studying the correctness of reducing
Wexpro's investment base for calculating the 54-46 formula as
set forth in Exhibit B of the Wexpro Agreement. This guideline
letter shall not be construed as precluding or prejudicing any

Docket No. 17-057-01
QGC Exhibit 3.8
Page 23 of 68



Mr. Darrell S. Hanscn
May 29, 1992
Page 3

rights or claims which Wexpro may have, if any, from asserting
that deferred tawxes should not reduce Wexpro s investment base
for the 54-46 formula calculation.

Wexpro also agrees to reverse out the effects of any 1990 yvear-—
end adjustments pertaining to the deferred tax issue.

Whole Well Approach for Determining Commerciality in the Church
Buttes Unit

The Frontier and Dakota Formations are’ present throughout the
Church Buttes Unit as well as other locations in the Moxa Arch
area of southwestern Wyoming. The Church Buttes Unit, for
purposes of this guideline, shall include the Church Buttes Unit

and any lands outside the unit which ars communitized with unit.

lands. Both of these formations are identified as "productive
gas reservoirs" in Schedule 3{a) of the Wexpro Agreement for the
Church Buttes Unit. Prudent operators in this area generally
consider the Frontier and Dakota Formaticns as a single
objective when drilling a well.

An operator will typically drill to the Dakcta Formaticn, but
may perforate and produce from either the Dakota or the Frontier
Formation or sometimes both. The incremental drilling costs
incurred to drill below the Frontier and obtain the additional
reserves in the Dakota Formation are modest as compared to
drilling a separate well to the Dakota, and the benefit to
Mountain Fuel has been substantial. Through the 3xrd guarter of
1951, the estimated finding costs related to new Dakota reserves
is estimated to be less than $0.25 per Mcf of gas. . The
probability for commercial production from the Dakota Formation
for any given well is law. Consequently, Wexpro lacks the
necessary "economic incentive" to routinely drill to the Dakota
if the commerciality test of the Wexpro Agreement were applied
separately to the Frontier and Dakota Formations rather than to
the development well as a whole.

Wexpro and the Division agree that the whole well approach for
Church Buttes has been beneficial for both Mountain Fuel as well
as Wexpro and is consistent with industry practice. Therefore,
in the Church Buttes Unit and all communitized horder lands, if
production from the Dakota or Frontier Formations or combination
of these formations is sufficient to meet commerciality for the
entire well investment, as defined by I-20 of the Wexpro
Agreement, then Wexpro will be entitled to earn on its entire
investment in that well. If the well is not commercial, it will
be treated as a dry hele and Wexpro will bear all the risk and

Questar Gas Company
Docket No. 17-057-01
QGC Exhibit 3.8
Page 24 of 68



Mr. Darrell S. Hanson
May 29, 1892 )
Page 4

costs of the well unlass Mountain Fuel elects to take the well
under the pravisions of I-20(d).

Wexpro agrees to perform an annual update o6f cumulative
estimated incremental Dakota finding costs according to the
methodology indicated in attachment #1. If the estimated
cumulative incremental Dakota finding costs reach $.75 Mcf then
Wexpro and the Division will agree to review future incremental
Dakota drilling in the Church Buttes Unit. Wexpro's estimated
cumulative finding cost will include all activity commencing
‘from January 1, 1989, and will thereafter revert to a five-year
reolling average for years effective after 1983.

This guideline is based upon the assumption that there will be
no future drilling .of Church Buttes Unit wells to the Morgan
Formation, which 1is alsc recognized as a "productive gas
reservoir" in Schedule 3(a) of the Wexproc Agreement for the
Church Buttes Unit. Therefore, the '"whole well approach" in
this guideline would not be applicable to a Ffuture church Buttes
Unit well if the well were drilled to the Morgan Formation.

Furthermore, bhoth Wexpro and the Division specifically agree
that this guideline will not be considered either a limitation
or precedent to investments and/or commerciality determinations
for wells outside the Church Buttes Unit.

Reglacement‘ Index Methodelogy for Determining Base Rate of
Return

As background, Schedule 1 (Base Rate of Return Index‘CompanieS)
of the Wexpro Agreement lists 20 regulated companies. The
percentage return on equity ("ROE") from these companies is used
to calculate the base rate of return index. In recent years, a
reduced number of these original index companies still have
stated ROE's. Those without stated ROE's have received
composite dollar settlements or the applicable PSC/FERC Rate
Order states an overall cost of capital. Wexpro is desirous to
restore the 20-point index as originally intended in the
agreement. Accordingly, a "replacement index methodology" has
been designed to allow for a 20-point index. If an original
Schedule 1 company is not available for use in the calculation,
for any . reason including lack of a stated ROE, then a
replacement index, by category, will be used in lieu of the

company . This replacement index will be used to the extent
required to bring the total number of companies up to twenty
(i.e., 1f three gas distribution companies are unable to be

used, the replacement index for gas distribution companies will
be used three times). The gas distribution and gas transmission
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index shall be combined inte a single index to Be used for both

categories.

The replacement indices shall be derived by using all utilities
in 17 western states (original eight Schedule 1 states plus a
one-state stepout of cantiquous states) which had stated returns
on common equity as of May 31, 1981, as well as May 31, 1990,
on May 31, 1990, this consisted of 78 utilities in the three
basic categories (gas, electric, and telephone). No .Questar
affiliated companies or original Schedule 1 companies are used
in the replacement indices.

The sources used to compile the replacement index were
threefold:

. NARUC Annual Report on Utility and- Carrier

Regulation.
. Public Utilities Fortnightly.
. Texas Eastern Transmission Carporation

Capitalization -~ Rate of Return Study.

Future changes to the replacement index will be based
exclusively upon these sources. If these sources no longer are
available, Wexpro and the Division will select alternative
sources as reguired. For local gas, electric, and telephone
utilities, precedence will be given to the NARUC report first
and Public Utilities Portnightly second. For FERC pipelines,
precedence will be. given ta the Texas Eastern Transmission
Corporation Capitalization Rate of Return Study first and the
NARUC report second. For purposes of this agreement, the
parties agree that the appropriate return to use for U. S. West
Colorado for the 1991-1992 period will be 13.00%, which
represents a halfway point between 12.5% and 13.5% incentive
rate structure. This incentive rate methodeclogy will not
necessarily ke used for all situations in the future.

An additional 29 utilities had stated returns on equity as of
May 31, 1981, but not as of May 31, 1950. If any of these 28
companies receive stated returns on common equity in the future,
they will be added on a prospective basis to the respective
index categories. Likewise, if the companies making up the
index lose a stated return then they will be deleted from the
index calculation until they once again receive a stated return
on common equity. These 107 companies are the finite population
from which future replacement index calculations will be
derived. It is not contemplated that additional companies will
be added later. These companies were compiled without regard to
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any factor other than they had a stated return ‘on equity as of
May 31, 1981. Updates were made to the indices as needed to

calculate the 1991-1992 index.

Adoption of this new methodology is expressly conditiened upon
the understanding that 1if either Wexpro or the Division of
Public Utilities is no longer satisfied with this method of
index calculation then the proposed index calculation methed
will end and the parties will negotiate an alternative solution
for future pericds. Wexpro and the Division agree that based
upon the above procedures, the base rate of return for 1990-19391
shall be 14.%2% and for 1991-19%2 "14.70% (see schedules
attached). These return numbers shall be considered fully
agreed to by beth parties for the applicable years and not
subject to subsequent revision for any reason.

Wexpro and the Division also reaffirm that the base rate of
return for the periods 1989-1990 was 15.23%.

Interest

The parties agree that in resolution of the above matters a nine
percent, compounded annually, time value of money reimbursement
will be applied to all cash flows related to these items. This
time wvalue of money reimbursement will not be considered a
precedent for other Wexpro Agreement related matters.

Please indicate your approval of the items discussed above in
the signature boxes below.

Very truly yours,
O

James R. Livsey
Coordinator, Wexpro Agreement

JRL/smw

APPROVED:
WEXPRO COMPANY

By: .xﬂq L “ g\ ) 5/29/92

(L Nordloh~ {Date)
Pre51dent and CEO
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" APPROVED:

UTAH DIVISION OF PUBLIC UTILITIES

By:gb% Ye £ S7 2
pame

7 (Date)

APPROVED:
BBRFent®y WYOMING PUBLIC SERVICE COMMISSION

By: 54 jw/w /OM /S 1992

(Date)

[ PROVED:
* ZE WATERHOUSE

{Date)

APPROVED:
ROBERT L. MAGNIE AND ASSOCIATES, INC.

."_l'.g 3 Zir —‘)/' l /7 &5 . 4 (— i s
By: ~ Kl [ 37 27 1{,@;?:.:,(, Lo G/ 77

y e /| ( Date)



ATTACHMENT 1

METHODOLOGY FOR ESTIMATTING

INCREMENTAL DAKOTA FINDING COSBT

AT WORKING INTEREST

CUMULATIVE FOR ALL COSTS

FROM JANUARY 1, 1989 FORWARD
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Well #1 Estimated Incremental Drilling Cost $ 15,500
No Test/No Completion
Well #2  Estimated Incremental Drilling Cost 63,500
Test and Complete
Well #3  Estimated Incremental Drilling Cost 63,500
Test/No Completicn '
Total Costs $142,500
Booked Reserves (Mcf) 850,000
(Includes New Reserves and
Revisions)
Estimated Incremental Finding Costs $.16 Mcf
Estimated Incremental Estimated Incremental
Drilling Cost Includes Testing/Completion Includes
Drilling Rig Charges Casing Wireline
Cement Tubing Perforation
Mud Stimulatien Rig
Water  Packers Rental Equipment
Rental Equipment Nitrogen Pressure Buildup
Supervision Completion Fluids Zone Abandonment
] Supervision
These items represent only expenses incurred to drill, test, and
complete below the Frontier Formation.




Questar Gas Company
Docket No. 17-057-01
QGC Exhibit 3.8
Page 30 of 68

AT

%PS¥
WOS'EL
%025
%0091
%00l

T 00T

ASTEL

uegsUe) e2lABg 3i|gng BurloAm
uDEsRUe]) BDIABS SHfqnd BuoAm
UOESLILCT @lABg Jighd RpmsaN
ugissiuwies wogendinn ruazin
uoissjuwog Aapenbey ABisug jemaped
ugrsswey) Axygnbay Afeug Repad
uossgaes Amrnbey ABeuz Eapsd

seopeg ALoe
uoanquasg 58

" Uognqussiq svD
uognqi3sq 550
UgrssuRIE)) 590
UoIsSIUSUIRI] S
UosSIUISURI) ST

Wi 2 Jemad auroRy

SU[ seRiE WelpoN

“dg T Pmpnog

21D FE Isempnos

00 ST [RAYTH DISTIQEN THEUD]
‘0D sltjedl] LURpSaMELIRIE

g epRsisg opoey

Aynb3 uo winjaY pazuoyny Juauny B INoylAs setueduwos JuswaalBy oidxap [eumbug

EER e

HALE— ee/atfal Wweleaby %08'11 OS5V E HOISSIAULIOT) RIS DIjqd Us[] SUS gEOINWLLes | (U= sem sn
®0E'L o/EZ/s0 oe/9liso %OLEL %O5"LL LoESIULIO: 82ABS MN[qnd OpRIOjOD) SUORUDIINKULICIA}R ] {opwmoea) B S

bzl Y/IN W/N %SEEL XAEL uswesw|day UOISSIUSURY] TR UTESTUSURS) ) —juelieseday

wz o ¥IN - WIN %SE'EL w%ErEL . juewesrdey UoiESTLUSURY] ST UosswsuR | sen) —juslusaeday

P WIN T ¥ %RIEEL © %Er'Et Weluesw|day ugISRILISLR]) $TY LopmusIRL) e —juswessiday
%SL D~ sR/sHoL oRfshse %00'th %G EL ugissiwwion) Laenbey ABleuy Reped UOISSIWSUIRE], $P9 ‘s sujedy] ISRMITLON
wZra—- VIN . WIN -~ %Se'EL ®eETL jusLwaomday uogngIEsI S5 o) —jweursedey
*Z10= WIN VIN %9e'el %EYEL Wewaomday oINS ST o) ~jusliasEidey
#Zio- ¥/N N %OEEL %3P'EL swaneideLs uogngLsIg TR0 so —juewasdeyy
%501~ pafZzlso ce/ONZL HoFpL %EYEL LOSSIILIDY BIAES HGNd OPRIIED uoGNqLH ST OPRISINT JO "OD SRS DT
®3lz-  gu/sd/mn mutag By ®ELTL %0S'5L UOIESILIUNG BOIASS UGN, COXEN MeN ucgngamg ST anep Ma o Auwdos s
%00't—  eefeniz: 18/2z/v0 %05 T %OS'EL UOISTRLIIGD AR SGN FURUOK uognqusg S "02) S| HOHR~REOp
®SED’ . SR/SUZL og/ic/oL HERHL %os bl UOISSIULIOD 83 MGNd oy uogNaLESIg SPD Aumdien swo ungunouwregU]
%0L = 0E/60/20 Le/ 1240 %01TL %083t co_nnc_._oo |ammes oliqnd Y= SRS IRSH (=) “o0 B 7 wed Ymn
%ZZ L= /N YIN %ELEL %SEPL ewasmdey SoMBS AT augoeE —pmwese|day
HBET— 0&/ZHr0 La/eziso %2521 %0s'5) UGISSIULLOS) 8JlISS DN oDy MBN seses A3l CIXB MEN JO 07 sORRS Aqnd
%sTo-  18/520B0 ca/ol/es %SL ¥l %005k UDSHURLSS) BOWRS Ny PPRASN ssaies Aoep Aumdwon sumad epRAsN
HEE'0— ea/rife0 +a/s0fen ®OSTL %SHEL USiS ST BAAISS DT MURUOR saavues sliosE Aredues Jesod BIBUON
%522~ serziel nafoz/en %SETEL R®05'Fh UoISSRULIOY s2lABS d1gnyg ouRp| s33inleg SRde Ausdisog sewod S=p|
Ay Be/10/+0 oafvzico KOSZL S00'st UoEsIwos) uogrodos Fuazay ssaneg I "ag e3nes A oy
0594 if 08l lesl 061 LBE1 Fausby Amgenbay Tyapoy s Aundwion
wmey 1 Auiy 1E Aupy 1E Ampy 1 A=y s

yebmys | =egepig uwowy sy §9 58 Winlay peZOLTY

ZB/SLITD PRI seiuedwos xepul wWsWaoseidas Buisn uone|noea :._Em‘_ 1o mym.q a5 mm 16— Le—/2 ybBnoyy 06—1—8

EmEmm._md. o BA



Docket No. 17-057-01
QGC Exhihit 3.8
Page 31 of 68

~ Questar Gas Company

wSTP-  Lefog/it ce/sareL - %002k ®EESL : UoSSIUIOD) QRN 2050 S22 seoeS DSe © Aueduion seqimn sRes) 159
%01 - =i Time'r A os/va/sa %DSTH %00°F1 - USISSJURLNT B01ARS NIqNG S| SIS DUORT {oyepi] o0 Jwng Jepapm umBomisap
%510 £8M%2/Z0 aLiyzien *057} %52Z1 uorssjWwog "dsuml] 3 5 vERBUEIM seowseg oo fureduon emed KIRM UGiReySEAL
%50'0— saizi/ot g4rzion %SRTL %0521 ’ UomSHULCD edpeg ajgqnd Buundy - EEDIRS DISST (Buiodpr) “03 I46r1 } Swmod W
%800 suiglzL _ oefeo/ol %9551 %055t Uotssiutueg) AR S4qnd $xe L SOoIeS DI Aysduwion edises e som L
WES L— mheL oefel/eo %0S¥L %EE'IL UOISEILULICT 8AARS 3qNd SOMEp MaN SexAIeg JRsery FresARRS And USSMMENes
%osZ~ o0s/20/e0 .oalizfia *0SZL %O0GL UorsHuILIO) Agn ang FexE] s=oAeg dDeg 00 RS A9IT USAmpnog
HSE'L— e/ELZL oe/oerzt FOOEL %56 : LoESIWILoD SIS AIGRd FUOgED seouRg e - LOSIPT BUIOue] wmgnog
%091~ - ERfEEiil vsfoe/zh %062k %S UCISSWLIOD) SRIAM G0 BLUORED SRS DI 2083 § swg obsg usg
© REFZ- ps/oslen la/en/io *08ZE %ET'SL uorss|Uog “dsurl| R "R HREUSEM SBomieg o Wb 7 =aag puncg wbng
%05 - IofgEien | oeliofso, %o EL %00t uoissiLIwo?) Logrod.on BWOYE saxnes SUses Biuoyap0 ja Aediuag esies Zgng
WE0L- ya/eziso » ‘Deiokfel B0tk %SG UOKESILILIGS ades SHoqnd epexes sasiIes DUSeg DPIOIET JO "0 BTSNy
HZSE~- 2afrifoL [8:171sli=s] %ELTE wezel uassiiLwen A Siqnd webay FoMIeg JSaE] - "D AR0e Reuey pUTROd
eGP S9/50/L0 Lg/zeiso %OTTL %SLEL UOIFSILILGY BDIABS GG EIRUHY SeoRs XideE - {mmuon) 1] 3 Bwod ey
%050~ sa/aL/50 casallL KETEL %SLEL - Uossjiey "dsuel] 3 "B uRBunEam | ssoineg duaR wWbr] ¥ Jamad sgmieg
$2SE— se/10/Z0 te/1ofsn HRELTL %SZ9L usksssiuwon Augn sgnd vobe.g Saawmg aR0en wbr] 3 mmod ysad
- %00' k- eR/oz/zL alisLizt %0621 SOS'EH UISSILIIgY SSRIRA Mg U0 SenARE D130 SA829E 3 590 JgI9Ed
‘woiz ca/51fo Lifeziva *05vh %08 L UCISSILILIOY BXARS NG HON Ybay saonies Jigoes : Aumdiinos smod gel BR0
%05°0— Lefrzfo0 6L 18/Z} %OSEL %00F | uoIsFWIon ogrodog muUoyEic saswes digsag Ausdulen sigoap g 57D RUSUERG
%010~ sa/si/Ly LB/Ezf10 %o0°EL %alek LOISSILIWOY SSRAN 24and BeEg WWieg saoUNieg D408 S3MBg MGNg LepreMoN
*%00'L— se/1o/10 oglsiftl . %ozl HOOEL UosSILIWOD "[3f) 4qhd BeYug hnog SaoARg ARDST '00) RMog SIS WeLON
%S1T— ga/yeien oe/lelzh %¥T 4L HEEEL uoIELILLOD BSBS H|qrig BaR] YLON SeSUBS IS0 2O TS WHFION
%LLD 28/22/10 Lyseivn %1LTL %yEL L UOISSRULWGD BAAISS DN BOXHT YHON seoies e SAN o] AEROp
- ¥ELD-— pi-lt~7ls] [F2i>rdi= %BEET) %LLEL . Uoissiuiwen) Uogeadion RS sEsuwy| saaeg xLeg ‘o0 1B B svmod swsuwy
%08'L— oeletfzn BL/7Z[60 %EDTL %EEEE voirsuiue]) ogriod g ejRg SR ssopUes Dliser ARDO[F R S Ty
w002~ V17070 &gl %00zl %00°FL uStsSIlic] Uogkadiog epRg swstmy ssonRg AGoe] BN 7 Semoy g sesumy
%SLL ra/Ljen 8L/70/%0 %s2Et %OShL UOSSTWIOD "[ AgRd Wmodeg Wneg saseg snseg Ausduoy) 8atieg oand Bmo|
%ol — geirLiLL 08/s1/ED Kbl %08'sL uissIIweD) QYR UG SeE seniAleg SUDOS Ky 3 Bugybn uosnop
%01'E- ER/9L/SD cefatfol %OO0°EL %al'sl LOISSIAIWOD AlaN Hqnd =8 ) SaDIAeg SULDAE SRR SRS YD
%51Z— os/io/sa 84/80/50 %09TL KELFL USSSILILOT B3ARS HINd OImaly Maj] SaniAeS 53R [eopcepy mep) 2iaseg o=d 5
%eg' - 6a/s0/50 elieofil %OVTL RETFE UoSSIUILIOD) AUBN Sang s2e) saspweg Sloorn Speg eszd B |
ROLT— sglfio lefozren %0Esl %002l . USISSIULIGY) AR GG SRR seahRg e o0 WBM ¥ PMed SERT
®ETL— 68/50/10 oa/sofen . %THTH %L ualSSILIWOT) BAASS JIGNd OYRR[ SRS SR (oy=p(} ‘o0 Segimn sUezID
%09 0— og/t0fen oe/ez/in %06% k- %0451 UOISSILILIOS AR Hqng s soopes aseg © MBI R emod ERUBD
050} LA = [ D651 1BS; fouaBy Loyminbey Reagoy , eurmy Aundiion
urgey 12 A= 15y e A= tE A=py o,
i ebimyy ERg BRID Loty 157 30 sTUMEY peroyNY 3
2543150 el sa1B1g Wswealby Bunsixa apising 1 daig elelg sup pue Supsiz UM ylog sapnjau]

pousd 16— L£—2/ ybnoiyi gg—1 -8 Joj xapu| ¥ . .cmum_ummlEmEmmLm,m oJidxaps




QGC Exhibit 3.8
Page 32 of 68

Questar Gas Company
Docket No. 17-057-01

*®00'} 58/12/21 izt =g} %RTL wossuwoy Aoenbay ABsug (Repay ugsSILISURI| D) 0D TVG supiUn
%050 68/52/80- CRADAT %0TEl %DSZL uoissruwoy Aeggnbay Absug [mepey ualssUSIRY| SFD oD suljedid ST Wepsey s2Xe ]
WET O Z8/90/10 18/ZZf10 %OOEL %STEL uajssiunoy AoyanBet; ASeug prepay uoisSIwsIR| FEY ) U] SJpURYUT]
%®ELD 68/62IC) il %EZEL *0S<T) uoisspuwon Aaygnbey ABmug eeped uoisSREY S8 T RN WelL N
KILE— sa/en/r0 \e/eaivh - - %5F0l %c2el uotssition Amnnbey Absuy mpad USSR B85 UOESIUISUR] JoAl] iddenisspy
%EL D= 18/ZL11 o/LHIn %sLZL x%eETl voEstiio] oganbey Abeds) [mepey . vosssEl S5 . "0y SuedL] UNY
%050~ ea/sn/l1 s41omt %82l %5ZEL UD(SSIRHTD) BARS iGN OyRp| uognagiysig S50 Jmrod FRM usburiTp
EELT aleziZ) calsli . wseral %0SEL unisstios “dsurs] P N uBuseAy LopnglYsg S ‘diog swn ey umbonyseg
%2ia | safs/sn szl *29cL %OSEL uaissiuwos egmedon 7S FRSUSY uognGEaSI S8 wapshg ey vor]
%BOGT—~ gefez/iL 1g/zzia b b Sairdl %051 LaIsSLIIOT) LOFRRCIon RUSYEND wognqizsi Sk ‘o) SED USRIf) Welgnag
%001 yBlvziso s/t ko471 45 3 uoissULeY PRo.iR X8 ) usgnqzsig 89 =D UM Welpnog
%091 — oa/sa/L0 oafsn/zE ®00'ch %609°FL UOESuIes) SSRIRN G FILICEE) ucgnqiasig 5= 'O SED PN RSGErog
%091~ e/zz/il - - 6ifsois0 ®05¢2H KOS UOEEWILOT SR 2qnd BURED uognaizsiq] ST sugoer 7 59 oheq ung
%04 sefel/en e/vzfzo %07 ¥ %0or L UOESWLIO] e2ARS HIGNd opRied ueRNqIIN] £BD 0D FEg [RIYEN UmLnay Aysoy
®EL0 oAU oa/gziva X597l WSkl UOIESIILLIOY Uoqmod 00 BES SREUmY uognqusig S5 Amdweg 579 e seidosd
00" 5~ 1g/oefs0 ieftlzo - %OSEL *OSFL uotsTLeD) Uogmodion wuoyspi0 i vognquysiq F= OO STD [RIIEN BUOUENG
010 se/o0/oL 1B/EZN10 %00°EL *%aLEL UgiSIuiue ) S3gmn a4qnd ROYE(Q pnog uogNqUISIQ SED S2AES G URGSIATLON
. %spe-— s&/tof1L 1e/10/v0 %STEL %aC'SL uasssiwwen Ao AHgnd wobeioy uognqiasq S5 SRG) MmN IRAyLcH
T %EZ0- sulcL/ss Lfotit %CZ'EL %*0sel Uotssuwog "dstel) ¥ RN voBULSIM LogngiEsiqg §5 © SRS [RNIRN FRMGLCN
} ¥l ] raf10/01 aUrsLive OO ) REPLE UOSSHUWOT 8RS 2[qhd FOMNR] N LogngLsi(] S=5 Auvduion Jemod seeig Lyl onN
2 %ra0 YLLPD Ie/8Z/r %92} %rael LOSTUIWCT) s2ues Hqnd Buoisy usynqIIs SR 07 SPRUAM WONR(—FURLCH
%SE D~ sef¥i/ea \g/sorzn | %0521 %SFEL . USSTILILOT 8 S N SURUOp uognqigsig SED Andwe samod BrRuoR
%51} cafeofli oaiviLy %RCTPL %0l'El LOESIILOD |8 SN RONR(] LANoS oIS SR SaQNL [ONE] BURLCHY
%ELD Lefiz/ie s4/ezfso %zl %eSZH UDISSIUNING S3ARS 2Mqfd WONB YLON uegngIsI) ¥ SagIIgN BoXw] BRUSH
%00 L~ sa/2oftL oa/azl11 KAGTL %O EL - USRI SAQUNM DGR WOXR( LHNoSg UORNQIESI] 5 cosubeutyy
%05°0— ss/oz/aL ov/Lifen %OZ'EL %OLEL UOSHLILIOT) PROIIVY S=X@l USRS §59 ‘o0 T KFUCT
B~ pR/sz/s0 ogjoz/s0 %OFZL KE5LHL Ugisailutiiog bogeodoy agg sesumy uoRnQIEE(] ST 07 1511 ® Jemod sesumy|
RILE +afso/sn og/o2/s0 %KOSFL %ETLL UOISSILULLIGS) Uogwodian (RS STSUZy uognqusi T fRdddng sooy smesumy
%0570 oe/iofea eL/zaito *%00°gl %OSTh HOSSILILIOD ‘B HIGNd HOAIG RO uagNQULST 5T Aumduwes eameg aignd emoj
%080 SB/ED/S0 i8/go/in %O S %ol bl UDISSIIWOD BIARS MqNd SPRIOIDD uognquas g 58 o5 ST Alme
w2k LB/OE/20 os/S0/sg KOZEF %IELL LosSliLioD ealABS SIGny opaoed ucqnegsI 57D (op=iog) 00 TepIRn SwRzyD
00" b~ [3:1(=7} 4N LB/5ze ®ETEL *5T¥E uoIssIWwe ‘dausl | 7 T80 UaBUysTM uognNYIR( ST “diog swe) Runrey spwosw])
ROSZ~- oalzlfen oalsi/iL %S22i Ed-a ) S uossUILe) YN Ajqnd Uebeln uegnqigsg $¥ dxn) sen [RigEN epsRg,
053 Lg 088} Lest o211 1861 HAouaby Dapenbey FAny elEN Aundwo)
umay 1e Aoy 15 Ampy Le Aapy 1 Aepy “
uj eBuayn aEQ BRID WOl 5T §° ST UTgey pazLOEmY - a
ZE/91/¥0 Py samelg uswasiby Bulisixg apisinQ 1nQ deig 2iels sug pue Bunspg Uiyl yiog sepniou]

pousd 16~ Le—/ yBnoly; pg—1—2 10} xapul wwsoe|dey —uslWaaiby cidxap




QGC Exhibit 3.8
Page 33 of 68

 Questar Gas Company
- Docket No. 17-057-01

s8/02/60 oallo/ze ®OSEL %ZOTL ' uoEsiuwo] uogeiodio] RuSUEMO SUORENUNWLIGSARE, "0 stoydale] |iog Wassmgnog
safszisa lels2iio ROZ'¥ L %0L'¥L uosSIWWOn Aan Siqnd soom) suojRIUNWLICIalE) 1P WagsesLENoS
S0/20/10 LBAZ/Z0 XOSFL %29El uoESRIWoD Uogrodos MEg Fesuwy SUoyRUnLCDelB ] {[eg WmFAINOS
g/10/50 oe/ezfen %SEZL %OZTEE Uomesiulios Ayr) qnd LoBe.g SUogRIUNUILCSE|B ) |log ISamLRION SUITRd
sefot/so Da/90/Ee %O5LE %53TH uogrsiuIeog “deiert g 18n BebuyTzm sucgEUNWLICDe2 | {leq IseMLON JyRey
sslEzie 08/90/s0 H%ELEL 45N UCISSIILLOT) BoUISS Juqnd B{sRIgeN SLOREHUAURLODS|S | ljog] umsaMULIoN
ra/glfso oe/ilzi %O0PL %05TH UDISEILILIOT BORS DG TRP| SUDRDLNURLGOE|E ] {1sam M) oyRp-~lieg uRUnop
s8/e2/z0 o=/sufea %6611 %O0FL uoISTTULCD ARISN AR SoEL SUoREAUNUILICSS}8 ] ouf pempnos 31D
ce/Lu Lo osfzzfor %0SLE %Okl UOBSIULKTY SSRIE 9N mURgTR) SUOFRAUNUILGDe}R] ; wED 31D
Lefgz/or oRfeLizL %06"LL e UorsSiWoD) ‘dsurd| B "By UoSUysEA suogRounLLIcDale ] Mo N/euoyde)e | TEUBUGLOD
s8/02/en Lifso/io %0S'51 %021 LOmSIIIOY SBYES] AHqid RULORED suofEUNUILioos]e | BT §0 787 [BL [RUBULOD
DeEsL 1861 oest iest ~ fouseby Koenbay feny QUIRN Ao
1 Aoy e fen iE Aoy ] y
MR JSPIQ UMOLY J5T 10 SR WIrmey pezouny
P saleig wawaaiby Bunspg apising 1nQ deig sleig sy pue Bunsmxg Wiyl Ylog sepajoul

" pouad L6—LE—2 Ubnoiyr pg— | —8 Joi Xapuy sweoe|dey—ualiaaiby aidxap




QGC Exhibhit 3.8
Page 34 of 68

Questar Gas Company
Docket No. 17-057-01

{053 Lmey pezioWTY

18/g2/10 %O0EL LOSTLILIOT) salAms Siqng Suiuodp SUCREUMILLICOS R L (r=om S (teg Urunop |

o0a/sa/11 %OFEL uoissiILo A A qnd s SUCHTIURUHLCISR L “PLR ‘Bl seRs wmunop

Bloefso SEEZL uorssiLruay Agn Hgnd s SUoELNLWSDalE] ‘o0 el [Ruedguon

LRiofsD %ZEEl uopsItWeD Alier Jqnd soa SUCTERUNIWCISR | STxe] Jo Bl Rael

og/an/so - 4=p 08 Uasssuuluo ) Augn JAgng wobesg SOQRUINWILIDER | 1SaMULUGNS D "R L Peif]

oe/0for %65 HE LOISSILILLOT @3RS TN T{SIGeN SUCHFIUMULIOISR] Bl LRSI

celslto %0521 LOISSILILIOY) 82ARS HqRd BURLIOK suoEEIURLIWDDa(E | sucyds[a] ST URUNOR

LD %2521 UoissIuLlos Boines AN TURUOK suogEUNU fol isAg auoydeis | WisstmigLioN

a/ss/50 %3c91 uoissiLIeY UogRodRg SRg TesITy SUCKFIUNWIWOSSE ] ST JO Bl Payun

oe/s1/Ea HECEL LSO 8SUIeT MO PURR SUGRRIURLLLadea ] 1SSMULON/ 0D Bucydale) (reuen

e2fE1f50 %052k LOESILLI0Y eSS DT DED] sUCREILNLILIOSatE] sucydeje| S=S UALNOK

+ ° . osiotfol %O0SEL uoissiwwey Loygnbey ABeus meepey uoissIsRl| 590 ~og euedyd seg payur]

s/t1fo4 2osFl ueresjuIwoy Acgmnbey] Aleus [miepe LoySTUIsUR]| S5 our] edid e [RueUmLDsURI]

64/LL/0} FO0EL UoERLILO D A Hnbey ABwug [uepey UoissisiR)| $89) ‘g UoEEWSUBI| $D) SExd |

Da/L3/60 %EETL uaissiunsan) Loyanbey ASwug mapey uoIssiUsIRI| S5 00 ST [RIEN SUEIA

&4/c2/20 S%aot Uassiunueg Loganbaey ABeuy [Pl uoiSsiUsLR]| ST ‘diog s¥Y [mineN osed 3

E4/p0i0} KSTEL uoFswwe]) L anbey Apuz @epsy uolsssURI) S99 w0 supdy sEY [RIyEN

oalse/il KOSEL uoSSILIG e3ieg iang Bunuoaky uegnaIRsl ST 5213 ¥ Jand WiN stuaksyn

e 08/08/50 %sobL uosssjunLon) ARy 299N tobaig uogngigsg ST ‘dion mAEN O
& LueLien HOSEL uosssunLe) Qhan 2qnd uebelo uognqiasQ 59 Aunn oged Wl
LifsTieg. . %00TL wossIoy vogRnde] RWOYSHG uognqLesig S=9 "0 e T

va/gLzL %oaSE vossILILIOD AR Hand SExXe L s=oAeg Jie ‘03 B3RS JqNd Auatuwes

gifgizs %zglL | wossunLos * 6N g BoXRE WHog Fauneg Sia%e QAN [OXEY RIRUSH

aR/sL{1E *oLek WOESIULIOD *[B1] N B[R O seoAes S0 BN mmad HEH 3PEE

84/31/¥0 %00FE UOISHUALOD LagRedio] Buoy =0 Senaes RiteE 00 e HQ sadun

oe/ez/ol ®0O'SE LOSSWLRY eolleg JMqTid FpRadn s=owmeg onep [aedisop) Jamed ioed woeig

oefgz/s0 %00+ LSS $31Ae S HiqNd MISUOH sasRg IR 00 FPWE RoNRQ=Srguay

edizizL %0002 UossiIWoeg Uogrpde) B3g SESUm SBDARS DIGI8E 00 BMOd SRSy EaLR]

ORISZ/ED XOSFL UoissIUILIoD) eaiARs AGhd oy=pf sEaes Sive ‘=g Jemad OUER|

argn) el Aynbe LD surme; pejRs aneael AeLy It pasn eq s eSBUL

06—1E—C JO 5% LTl PeZJONE oU g Urgat Jo eiFy 18— |E—5 P igm Sensiuog

o5 1B 0551 [2==18 0551 1861 Kleby oeinbey Aiagany Buley Aunduny
wrgep 16 Ay Le A3y 1£ AR 1e ARy
| mefump BgRQ JOPIQ WAL IsT]

26/3Liv0

ol

sale1g waweasby Bunsixg spising 1o daig 2iels auQ pue Bunsixa UIYIAL Uiog sepnjou]
pousd 16— 1e~£ ybnoiul 06— —8 t0j Xapup awene|day—juawssiBy oidxapy




QGC Exhibit 3.8
Page 35 of 68

Questar Gas Company
Docket No. 17-057-01

%oo'E)” uarsspuwng Amanbay ABeu [Riepad UOISSHUSURS| SED) 0SB RPN WisTiqef] SEEiTy

XezTel ugssiuen AoyanBay ABeuy [espey UCISSIWEUR]) SEY *dbon emsie opRIORD)
%0Z'sL - UOSSILULIOS SIBE SUgnd BpRASN uogngsig SV drg s0g pemgnog
%OSEL UOESRUWOT) BOABS Mg Buiwodpg Lopngiasiq §7 . R SEAN UsgRoN
%bapL uosjuLIon BoKRE Aqnd Buiuoimp 291G 459 Wbr g Jencd SoEd

_%o0'sL : UCSSIEWOG BIlBS Mqnd BPRASN SEWes auaH Auditien o BpEASN

Ainb3 uo winsy pazuoyIny JUALINTG B INOYUAA Saiuedwos) juswazuby cidep jewbug

HOLZ— sa/alfol eweaty *OTLL %05FL : UDISSIILIOD BOlAeS QN L SUCEEUMRNLLCSS 8] =) Iem sn
%0L°L L&fHH0 orfglfs0 ROTEL X061} UoisSRULIDY) salies Siqnd-SpRI0es SUOGRNUNLILCOSS | {opmuoion) 1sam S
%21 VIN VIN %9ETEL %abElh ustuessidey uoisSILISiURY] SED uaoEsILsyR))] e —jusieswidey
LS ViIN YN %STEL %P EL eweomidagt UO|SSILUSURL $¥5) UosSILISUR | B9 —jeLaoRiday
%SL0— sg/6lal o8/si/sa %XOOEL %SLEL uoissuiway Acenbey ABseug [Riapad UeyssTlSial ST *dion suljedi] 1SeMAULON
e A « Srrdicq] 52/50/0 ®00Ch %00ZTH uaissiuwwon Actanbey ASmug Rieped uoiSTIWSIRS| IR o7y sujadlg tWegsamstal]
b AN Y/N YIN %9e'El %EvCl waweowmdeiy uogngLEsIC S8 ucgnqasig seD —elaseday
wzio—- /- L YIN %9TEL %8b'El uaitankiday uogngzs( 559 uognqusia seH —jtetieseidey
wELE- os/en/en aea by HSETL *05'S1 UCISSHUNIOD B3ARE H|GMy o30apy MeN uognIAsg SV oopejy Mep o Ausdiwog sB
%007 L= ex/egizl 18/22/%0 ‘%0521 %0 EL UD{SSILIRLOT BAARS Q] BURLAR uogngLIR] 555 “00) SRQIIAN WOPQ— ALK
%SED sefsofZ) ogfie/fol %SE) %OS L uDISE WD $9iARS HAqn4 DY=p| uognqLesIg SF5 . Aueduiog o5 manoulssi
%50 4~ relzefso | og/0kZ) -4 g %spel GOESIUIICY) 8OABS Hgnd DPRORD uoLNGLISI S opRODD "0 B3RS SHgNd
%0S'E—~ ps/lef=n Wiewaey . %0SEL %009l vsissitulien uogriodiog mucaiy UCRNgQLESI 550 _ rdog s seagnes
*ary— Da/s0/20 L8/12/%D %al'ZL -1 LofSSILULIGT) 83iueg aiiond ymi sadives Zoe {y=n) "o0 Wb T-mMod YR
w8z’ = YIN N %LOEL SSEPE Wetuaomidey seoIeg MRSRT SUeE—jusiieseydey
%L~ WiN V/N RLOEL KSEV  Wweweswday SSoBg oLoe algem —ReLsaridey
%5 C— oS/ +B/62/s0 %252} %055 UOISSILULIOD S3AIeS MM OSKElY MBN SoAeg Mg0eD Coxe A MeN 1000 BOVISS TGN
%SEO0- se/vLieo 1e/6alz0 %082 %SH'EL UOISSILILIOY e3tASE UGNy RUZLORK seoiBg AgReE Auedittion; Jesmog Loy
%seZ—  9elelizl o=fozfco %2Tl %05°FL UOISSIILIG) 82585 Iqnd oUwp] So3eg LA Ausdurog semag ouep]
%ose~  eefloko oefve/sn " %0521 %00°st . UOISSUIMIOY UoRRIAIC) UGy s9oiRg el "0 BAARG M| BT
Aunb3 Uo wWnisY pazUoYINY U3LNY B YUAL saiuedwos justisaiby oidxaps feuibug
[LCET] 1651 185} 166F 1861 Kousby AopeinSey Rnzy swey Ausdues
umyey 1E oW ekl Le A= ig Awp ' 4
uj abumyg BjR(Q JOPIO UMOUY| J5=7 10 tv urmey pezogny g B
zeloz/vo PR saluediliod Xapul juawsse]dal Bulsn UORB[NS[BD UINlal JO 81_t eseq g6— Lg—2 ubnoiuy t6—L—8

iuawealby ocidxep




QGC Exhibit 3.8
Page 36 of 68

Questar Gas Company
Docket No. 17-057-01

%E00— sa/zLiol 24/72/04 %58T) %05Z1 UOESILULIOY 87D gnd Butuadm sooieg I8 {BunuoAp) 02 B T Bemagd ympn)
%SV T— oe/oe/e0 Le/s0f 10 %08TL ®52sL uo|SHUALOY "dsuRl) } I Usbunysem, seslAmg DA T 4B @ Swed punog bng
%510 18/b2/Z0 84/¥zfen ROETZL - %sLZL Uerssfuwos dsusl) ¥ A0 UsBdusapm SRS IR Ausdinng Jemod =M oS
HOS 0= se/51/50 0R/Se/1L W®STEL - KELEL usisstuweg deimy) p 0 uabunysep SBoeg JifSeT Wb 9 Moy Syoey
%0z 0~ +R/9L1D 1e/gzfz0 02’5l %0a'gL uoissjusweg Aun sang swa ) sBolueg LD e Wb 7 emnd soEg
ROSZ— Ds/20/En oa/lZfL0 %OSTL %0051 uorssuuwag AR Auqnd sxe ) . FODIARS JULeE 0D SRS DO WRISMRENOS
%eTE~ £efoeliL peisaizL %00Th %SE'GH LoiSSIoy ARn g SeXe] SBHARS DEDeE Auechuog sagisn) SeE] Isem
SEF L ne/zzien 2//60/11 %olel REZF UossjulLog AR aHqnd soE SaNAeg UL 3aoeg oTRd 3
%500 ER/SLZL oefen/ol %e5'gL. %0s'sl LotssIuoy AR Aqnd sweey SeEheg DigoeR Arduwion esuoes 500 e |
%052~ ca/s51ZL oe/ez/1o WDOEE %055k Loissialion Quier) Hqnd ey SADAISG SR Wiy mwad Ry
REWZ— osloziso oa/sl/en %2521 %051 UssULLoD AUEN AUgng sEm L seDiag DUEoe s=eod 2 Bugtibn ugsno|
%STT— \6zz/ec . - DeELDL %sael %al'sl uaissRILIRg AAN gy s=xm) SONARG DIR08R SR SRS HhD
%00k~ 16/10/10 oefsliii %007l %OOEL T Uomsitaio]) B Sqnd Rokg nog SEDAIRS Side 'O JBMOY SIS WRMZI0N
%5LE ¥2/10/50 eL/040 %SZEL *OS1L UOSSIULIO]) *J3 AN [O3RG LnoS SaUARG DIA06H Ausdiey e0nBs JHqnd Bwa|
%oro- safsL/iL lefez/io %O0EL woiel USISSUILIOT SRR AI9nd RoyRg Ynog ’ SRS LD SBABE AN LINTBMLION
%SLE- LE/SD/Za [§:171:i=) H%ASTH %525t : uosssiuen Alinn Sqnd vobaig SIDMRE LD 80 AR Reles puRod
| wESE- g8/loeo 1e/20/f50 %ELTL %sTol ugssEILILIeS AiRsy Slgng UcBaio S3cARS D450 WEA 7 Mo sgong
© o EDE - Le/aziso Dg/znfsa HOSEL fAeed=H Uoissuioy) uogriodog JUOURNO SAVLS AZDRT WCUENQ Jo Auwdwor eopes gy
%090~ 218/p2f20 BZHEZL %R5el %YL UsisSILLLGY Legmodog muoy=D SanA RS DIGoeE Aupditiog 1g00F B 55D WOUEHO
-2 selbz/es 08/1E/ZL %HTLL %sLEL UOISSILLILLIOT) @3UURS jgny BoXe.YLoN saRg DIgIeE el SRS USGLION
%OLT ERISIFO Lozl %0SpL %0'LL UoIeS|LIWoD) 8JASS Oy RO YHoN seoIeg AL Aunduion) semad pw) 2RO
%10 28//2/10 LikRlvo %1L2H %PELL UoIsSiLLIoD) SDIARS SH|and [OXRY YHON seopueg g SRR BONR] WIRLO
%s12— o&/La/so 64/B0/90 %09ZL %SLPL LDISSILILIOS S3AIRS Qg 0oGe MaN S30AG DiAse (oapmpg map) 2goem osad
el = Wi-T S ogfelie0 ROS¥L %ETTh - HOIESILILLIOD E3NRS JiiGNR] COXEB MBN Sa0UIeS DU . FANST AL WISSSRLENOS
HSFL— se/ep/Lo \e/1z/s0 2wl %ELEL LOISSILILIOT exlaies G whuopw Foueg 2400 (oumiuop) WBN @ mMog XoEy
%ELD— 28f1e/0 &4e2fe0 %eETh %ILEL USES|IeD) vogrod og 6Rg STRUR SBUARG KLDGH ‘00 W] 2 mmoy Fesirey
%0671 — osleL/za BLf+2ls0 weozl %EEEL ugisstunuey) bagend e ey sestivy saspueg Joeg . SSDe Y} S SeEU
%OaT= 28fLnizo a2/eifen © %O0TE %OOF LOISSIUIOT Uogradns g3g sesumy ssoihes Uave Wb 3 Bmag Ao sEsumy
FOLL— ggfeoiet oB/FO/Sa HOETH %00'F1 Ualssiliuony sSneg Njqnd oy=p| seoiAleg Sden (o4=pl) o0 Bmay sy, uaBumsEm
B9 — BR/E0/10 oR/E0/Ee *ZFZE it UDISSILILOT) 88T Mg Ou=p| sedeg Saoe {eysay) "o seqiRn suamio
%S0 L— yelzfco og/ole . %0yl %Gl UOESIIIOY) e2IABS JMqRd OPRIeD SeAIBG 408 OPRIIET) J0 07 SRS NqTg
%00'1—~ ssf02iZ) sHELRL %052 %06l UGS Sanunr JUgng HUQERD ssapes D15eg UL 7 TP R
%081~ sa/z2fL1 osfoglet HOEZH %0S'YL LCISILULLCT $3Ruar 3gng SRUau(es seoneg e 25533 ¢ sw9 obeg usg
%GE L= Be/E1Z) os/oefel FOUEL %S5 UOESAIWIY FSRIM SqNd RUONED saomeg o0 " UDSIEY FUOuED Weignos
16% g LB& F 1B5L 1651 1861 Aauaby Aepenbay Rugay iy Ausdweg
uirey e Aoy LE Av L8 ABp 18 Ay
u ebuwyn FiR(] BpiD Umoly 15w 10 SR UITeY pazeagny
25/at/v0 pau sojeis wswealby Bunsxg spising nQo deig s1218 auO pue Bunsxg UIULAA ylog sapnjou

pocusd g6— 1e—£ Ubnoiyl |g—1—g i0f xapu] | waoe|day—jusweaify oldxem




Questar Gas Company
Docket No. 17-057-01
QGC Exhibit 3.8
Page 37 of 68

%eLD [T A 1a/o2fz0 %ETEL %05 T woissswe Lqmnbey ABxeuz Reped UotssiwsuURL) S50 STD) RPN WeULoN
S%E10— Vi-r47i81 og/lllie Al %292 uosstes o enbety ABmug wepsd uoESsLR} Son ‘o0 sultedsy HNY
| %glz- &B/20/%0 |g/s0 56650 %szel vossruLuoT) Aenbey ABmuy [epaey LiSSIuRIRI] 58D UoESURUR]) Ragy idsEEy
REZO— Ze/eg/to 1e/Zha %o0'ch ®eTgl Uoissiwey Aenbey £ABuz Repedt UoissRusimul 58 . URSE] SpURIRg
%600°L sa/iz/eL wfzI ®5ZEL %STZTL uopsspe] qunbey ABsug Fueped UoissuitURl) Feg DD ST SUPRINIL
%050 B8/6Z/e0 oR/P0Y0 %ROTEL ®05Th uoirswoy AsmunBey AGeug puspey UoissiusUl) Te o suedly S50 UMS SEE)
%90 ¥R/L1fra 1R/e2iv0 % %rgel LOESRULOT) BOABS iGN BuLaAmg UORnALES] B3 0 SRR BAKE(—RURUON
®ELT ¥a/B2/ZL oRfEl/LE %sZ9l %OSEL UoEsunog "deey) R USBUSTR uegngILsg 5 “dog Fen [EryEN UobuRIEag
%5T0— s8/5l/e0 LEfoLLL %ETEL KOS EL uarse ) el g a0 USBaRTma uvogngus sED SR RGO PR
To%o0i~ ea/sz/ll ie/eZi0 %STEL %EThL uoissjuiwog dsumy) g B usBuysem LognqiREQ S5 *diog SR REYEN epROsED)
%00~ 5B/02/0) De/il/Z0 - %0ZEL %OLEL LoIsR oy peay Swes ] usgnaiesy ST 00 5D AL
%00°L " ta/izfso - T eiliol %0551 PRt LOISTLWLLON pEOIEY SExm | uagnoglysg S5 ST Lo WSEnoS
%shL £e/ealil DafpLiLL %SZTHL %0UEl LOSSILIWED) [} iGN BeRa Wnes uognqus 59D SSIG RN TRUOR
%05°D s8/10/50 4/30H0 %00 %05T1 UOESILIWCT (I HqRd ROEQ K0S ucgnaERQ FED Aundinog sames AGnd Bmay
%00~ se/L0/LL oyseltl ROSTL %0SEl GOISSHUWOD SRR iqnd BNEQ Wes uogNgILSIN ST oarebauupy
%010~ gafen/o 18fe2/10 *00'EL %OLEL LOISSIULIOT Segin) Siqnd BaRy Wnos uognglysig 5= S3IABS JIqNd UmFasON
*097C— 0s/21/20 ogfeiltl d=rard] %SEPL uosssLWoD 48N HAqnd Lebain uogngiasg $¥9) ‘diog) swD [RIyEN 2pOSED
| %seT— s8/1o/11 18/ 10/ =201 %AE'GL uesssiwag Ann qnd uobeaig uogngigs(] s=5 ST [RANEN JsemULIoN
%0071 — La/oe/e0 Jefkifen RO'EL %OS L vatEstuey Legaedog YO uogngiRsIn ST 0D SWE) [RIGRN FUKIENO
RS~ eg/ez/LL \elzzia RLOTL %05 P UoissIues ogriadon BUSYRN0 uegnausRg S5 ‘00 ST Lo tWepnog
%eLo f1ziio BLETIS0 ®LLZE %ES2ZL URSSIUWOY) BIAES SqTd BOYRQ YLoN uognqizslq S SSgiI] BOART WRLOK
Vi Pe/10/g) a8l ploai s %EF'LL UOSSILUWCT) 8AHARS J|qNd HONX] WRoN usSyNgLesI ST Aredilion) Jemod SEpRS UmEoN
%550~ sv/¥i/e0 Lefsfza %OSZL %SPEL | LOISEILLIOTY S24AS DAQNd WURUoTy uognqesIQ S Aumdiues Xmag meuC
%XZZE va/safan osiezis0 %05k} %9Z'3L - UERWLST Uogeodios) 8RS STy LOQnRESI] TP Adddng o5 sasuwy
%EL L~ ea/slen oe/ozf20 KOF T %E1vL UG SRUILIOT) UORR.OHT) BIRE SESURY UOgNgIRFY ST oy 1B T eMa seIuw)
%610 £8/51/60 BLIE/L %29¢l ROSEL UoISRILILION UogRndos s STy vognqEsg S weasAs swDy LoRin
%510 e2/L3%0 DR/Zi0 *%sI¥ ) %05y 1 uessIwLwe) uogrodes MR seamy uogngusIq SV Arduon 595 RiyEN FaEond
®05'0— seleallt eLlaiol S%ELEL XCTEE usissTWLIoD @olses A|gnd oysp) LogngIasig s Mo Empl UaBUsRAL
%000 SB/gi/s0 Lefyzizo %0 YL ®oFrh UosTUIIa edlaeg Slighd opRuojo) Uognagisiq 57 "00 ¥ep RN wEmop Loy
%52} L8foels0 oa/soisn %OZEL %IELE UssHIWDS) ek es SN CPRIOICS uoghquasig 5% (op=opeg) ‘o wegnn s
%050 SE/EIS0 1e/ea/10 %OT'SH %o4'plL UOESILILIOS e3iABS AGRd oPRIOID uognauasiq sE oy seg Aean
%091~ D65/50/10 ca/slel %OUEL %05 Ph UORSILULIOD) S8R SqNd Buiopg uognalgsig S "00 VD TURE]) Ueynag
%0T - BB/ZZ/L 1 s4/50050 %OETH %0S°pE UsESIuIIeD) SSRAN N EWONES uognoqugsic] ST olvey § seg ofteq USS
59 18 iesk [8-1-13 1651 = Fousby Lywinbey Aoy BURN AdRdWon)
urgey LE A= L Ampy 1e Aeiy 1E Aepy

u ebumyd SR RpIQ Lmoly] 15w j0 ST Wnjsy pezusLny

25/8L/P0 pAULY sorElg WawealbBy Bunsxg spising 1nQ dels 811g sun pue Supsixg VLA Ylog sapnjou|

pousd Z6—1£—/ ubnoiyl |5—1—g 40j Xapui, waoe|ded~1usweaiby cidxaps




QGC Exhibit 3.8
Page 38 of 68

Questar Gas Company
Docket No. 17-057-01

%6L L — s/9L/50 02/50/80 %0611 %E5°El ueyrsunueD “dsuRi] % TN UREusTEA SUSIEILAWWC2R | {1 JSMULICN S4iTRd
ROST— Lalgg/ot ogziiel %DE"LE 3. 28 uotssWwoy "dsi g *[gn ymBusas SUCREMURLILICSG}E] 1S MpoN eucydele | [musUgLOn
el e] g8/92/s0 Le/ez/io BT pt %0i'¥) uoissruon) QRN g S=Ke ] SUDFEAUNLLLCDAIe ] lleg uysemaNoS
%L02— 6B/EZ/20 08/s0/80 %5611 001 LOETURLAY AYEM) AN SWXe ) SuoEEURLICDae | “SU| JseMUInog 315
%580D— £8/10/50 De/ezisn %5eh wozEl ucssEILILoD AN 2iqng usBelg TUoREUNLILICDe|e | lleg 1SeMULION JgIRd
XEPL 68/02/60 oa/ioizo %05eL %202l uolssiuWes onRRdon TWoYRHO SUCHERURLILICSRE] ‘o7 suoydete |, jjog WeysaAEneg
RES'L se/ez/eL oa/s0/sa ®eLel %igLl UOETLILLCT) 3AIS JliqT TsTigenN ToQERUnNLLa|E ] [lPg UmsamUion
KEE'D &8/toflo 18/y2/20 %051 %ZIEL UoIEHWLIoS Uoguodod sjRs SeeURy| SUOREOIUNUIIODR(S | |l Urgseslpnog
%St ra/el/s0 ve/LlEL %00'FL %OSTL LOETIILICD) SDARS J|qnd O suofERnLcale] fisem SrY) SYFPI—lieg UL
FOEE .Sajoz/en L5000 %05°GL SE0L L LossiLnue) seqlinn 2Aqnd RUOHRY RUOFEAUNUILLIOSSTE | BUGR|ED Ja "0 e [mUslgues
. %082— oe/lof1o oafzz/al %05 hL %Oyl LoRSIILIOD SSRIRN SqNd SR SuagRSUTRALIGOele] | BuRERDZLD
164 |g = lest 165E 1B6) ey ommnbey Ry sww Ausdwod
Wrney be A=y 1g vy LE A=y 1 Aapy .
U eBu=yg Sj=Q BPIQ UMGL{ 5] io 57 umey pazoLpaY 3
26/3LIb0 paiLy saielg Wawa=iby Bunsxg epising 1NQ da1g sielg sug pue Bupsig UIUM ulod sspnjay]

pousd g6—Le—/ ybnoiyy 16—|—8 Jo} xepu|  -wadeded —uswaaiDy oidxap




Questar Gas Company
Docket No. 17-057-01
QGC Exhibit 3.8
Page 39 of 68

’ ?ss SV g wWeunop

"iefeElio %00EL UoESAILIOD ealeg of|ghd Suitodag SUOEEILAUALCDsE]
agfswil %0rEl uosmug AN Mighd sexe ] SUCEERULIODSS | 131 R el SmEg umUnop
82/0els0 %56 T) votesiuog A Sjqng sxey SuGEEUnUIcOsE 00 "o faimunuag
Le/02ro %2ZE5CL vosmLIweD AR JAgnd swee ) susgmIUnUILoNeR] sxuL jo L REUeD
oglRoles - =R 1 Lessswey A 29qng uabeig suoRENUILCTeR]. 1S9MLON T3] el PR
ce/20/ol %ET°LL LolSSIIog B3RS SN BERigeN SUCERSRMUILICORIS ] ‘oL @ oL Ui
oR/3L/20 *OSTL UDESIURLCY S21A8S H|qNd BIRUop suogmiUnLultoele] suoydele | swg Lrgmopy
BL¥OF0 %2EEL UOISTURLOS RIS |G FURLOK TuoREINULOSRIe ] sugsdg sucydeje ] LsaMLON
lefsifso %%e9l uoissiues Uogeiod o) (RS STsUR! suogEunULLoale | SEERE 0 tE] PN
s oe/s1e0 %ETEL LOESHIIog soiwes HIgd OywR] e i IsempuaN/ 0D suoydeja femlen
. ELELR %052 LOSSIUILD @A DIIGNd YRR suog=ILNUALCIStE ] suoydep ) sapmg LrRLnop
" pefios LA uoissiten Layunbey ABeuy meped LoissiURml] S5 ‘or eulfedid FD) payury
&4b oL %oshl uorssiwon Acyunbey ASeus meped USR] 55 eul edlg To [RUSURLCTERIRL]
s//LLfaL SOOEL uoissiwe?) sayEnbey ABueum fiepe. ¢ UDISSIWIER] S0 *dioy USISSILISURY | S5 SEXe ]
og/iL/=0 %ETTL uosswog Amanbay ey mispad uojssILIsUR) SR 0D RO [RAYEN TR
62/02/10 FOTFL uoEsiuway Aoyenbay ABRul RSpad uoISSHUSURY] SO "dimg 5w [FAEN TR S
a2frolnl %SZTEL ueissuUg fomenbey ABleug riepay UOISSIUTIR], §T) ‘o0 sujadyd coo RIREN
oafgelLL ROS'EL uoESIUWY 8BS IQNd Buitioda uognqiIAs] SR "s33 ¥ any ‘W] ewmsebens
oajoe/ea %L0PL uogstiulion Ay Syqnd uabeig uognqiRsIq ST “daod REgEN 4O
LUl %OSTL uosRwwog Aulnn sand uebeig uoRNgILSIg SR Aan syoRd MUSES
L1isziea * %OaZL ueissiuwoy) uogrdion ewegaxo uognqIEs ] S5 ‘o0 exaeS 5B
og/gl/zL %0'SL veissiweY) AmsTHand sexay sa3ladeg Sia2e 00 8IS DN RURUILED
BLfazzL %ze'l1 LOSEIILGS *[ar] MG RO BNeS TRARS DL SIHIBN ROARQ IR
ofslfsl S%OL'EL UOSERILOD "R JAGN BeNU( WNeS ss0iAkeg DgDe b % smmod SIHERE
" 48l %00F1 vefsswueD) wogsod oD RS0 Sa5iARS JUgdeE] 00 e g eadugy
ce/ez/ol %0051 LOSSIILGD BIWBS MR BPRASK spommg 2N (ovdysap) Jemoy YRl Bleg
ue/sziso %00TL USiESHILag adines N BURUOK ssopes HA0eH ‘0 SRR HAR—PRUCH
sA/12R} %0002 UoISRUILISD) UogRed 00 8lgg SESURY saniARS DI 00 Ry SISUTY [RauUeD
DR/oZ/En %05PL UotsSIULIeD) e3tAR S Diiand BUYRP| ssowles SRseR] 'oQ S0 DURR(
amny ety uy Apnbe uc swimal paRs earses el I PeST B [ BT
L5~ }£~G I0 5T UIMe: pe2]IotEnR CU g WKI3H j0 87 Lg—1E—g ® Yy seiuwduiog
6@ g 1851 test (=8 LBS| ~Aoueby Aucuinbey RuARSY awwN Ausdwon
Wiy Lg Aepy 1 A=y Le Aupy 1T Ampy
1 aBusyy R0 RRIG UMD 35T J0 B uIeY pezuoyny

26/slika paluig

saels WwsweeiBy Bunsixy apisinQ N0 delg aielg suQ pue Bunsixg Ulylipg yiog sspnisu]
pousd g6—1e—/ ybnoiql 16—1~g t0f Xapu] - \uaoe|dey—luswaalby ordxaps




Questar Gas (

Docket No.

WEXPRO COMPANY

76 SOUTH STATE STREET » P. 0. BOX 11070 « SALT LAKE CITY. UTAH 84147 « PHONE (801) 530-2600

October 27, 1988

Mr. Robert Lake

Mr. Gary Myers

Price Waterhouse

175 East 400 South Suite 700
Salt Lake City, UT 84111

Gentlemen:

" Re: Wexpro Agreement Guideline for Expanding
Participating Areas Inside Federal Units

The Division has requested a clarification of the Participating Area
Guideline letter which was approved by the Accounting and Hydrocarbon Moni-
tors on June 15, 1983,

The only portion of that letter which was intended by Wexpro as a
guideline is found on page 5 entitied the "Wexpro Proposed Solution." All
other portions of the guideline letter should be considered as background

material only and not an integral part of the -guideline. The relevant ﬁ
portion of the guideline.for which we request D1v1s1on approval is found on

page 5 and reads as follows:

To properiy account between Mountain Fuel andfwexprO'and so]e1y for
allocation of investment adjustments .(whether debits or credits)
-and for allocation of oil, natural gas 1iquids and natural gas from
drilling which results- in .expanding any participating area for
~royalty purposes or in expanding pooled areas (or similar expansion
“of multi-party individual ownership areas -- each of which orig-.
inally qualifies as a development drilling area under the Wexpro
Agreement) after July 31, 1981, then as between the. company:and
—  Wexpro/Celsius: : v a

1. The 1017105 .and transferred leaseholds within the partici-
pating area or pooled {or similar) area as it existed on July
31, 1981, shall be considered as "company leaseholds" and the
101/105 or transferred leaseholds outside of such areas shall
be owned by Wexpro or Celsius as provided in the Wexpro
Agreement.

2. Wexpro will fund or cause to be funded alil capital investment
additions or debit investment adjustments on such “company
leaseholds" required by such expansion and earn the base rate
of return (r) plus the applicable risk premium of 8% for gas
and 5% for oil wells.
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3. Credit investment adjustments attributable to pre-July 31,
1981 capitalization and Post-July 31, 1981 Facilities and
Development Gas or 0il Drilling will be paid to Wexpro.

4. As far as the Unit Operator is concerned, the allocation of
production to MFS/Wexpro is consistent with allocations to
nther interest owners. After this allocation is made, an
inhouse division of revenues between Wexpro and Mountain Fuel
occurs in compliance with the Wexpro Agreement.

We hope this removes any confusion created by using the Henry Unit as an
example of how federal unit participating areas are created and expand.
Piease deliver a copy of this letter to Jon Strawn of the Division at your
eariiest convenience. Your cooperation will be appreciated.

Ruland J. G' 1, dr.
Managing Attorney

pf

cc: M. A. Howerton
M. R. Jensen

J. W. King
R. M. Kirsch
APPROVED THIS __ day of , 1988.
UTAH DIVISION OF'PUBLiC UTILITIES STAFF OF WYOMING PUBLIC SERVICE
COMMISSION
By: By:
Date: Date:




WEXPRO AGREEMENT MONITORING
-June 23, 1583

Expanding Participating Areas
Inside Federal Units
The Henry Unit Example

PROBLEM: Wexpro Company hereby requests monitor approval of a method
of accounting for production and for certain drilling costs (called
investment adjustments) resulting from participating area expansions
inside "Federal Exploratory Units."

| FACTS:

What is a Federal Unit.

»

A '"Federal Exploratory Unit" is a creature of Federal laws and
requlations. A Unit Agreement is authorized by 30 U.S.C. §226(})
{(attached as Exhibit 1) and the exact words of the Unit Agreement are
promulgated in Regulation in 30 CFR §225,12 {attached as Exhibit 2).
Unit Agreements embracing Federally supervised leases including all
or part of an oil and/or gas pool, field or like area may be clas-
sified as exploratory or ‘developmental in nature. The request of
Wexpro only applies to exploratory units and does not apply to
deveiopmental and secondary recovery units. These latter units are
usually tailor made after considerable drilling and development.-has
accurred. : -

The objective of unitization, per se, is to provide for the unified
development and operation. of an entire structure or field area so
that drilling and production can proceed in the most efficient and
economical manner., Establishment of Cooperative and Unit Plans or
Operations under the Mineral Leasing Act of February 25, 1920, as
amended, is governed by the regulations set forth in 30 CFR §226.

The standard Federal Compéfitive 0i1 and Gas Lease (Form 3120-7) in
Section 2 requires the lessee:

Within thirty (30) days of demand, ... to subscribe to and
operate under such reasonable cocperative or unit plan for
the development and operation of the area, fieid, or pool,
or part thereof, embracing the lands included herein as the
Secretary of the Interior may then determine to be practi-
cable and necessary or advisable, which plan shall ade-
quately protect the rights of all parties in interest
including the United States,

{ther Federal leases have similar or identical language. BLM Ragu-
Tations found in 43 CFR, Part 3100 contain several sections relative
to unitization.

Toe initiate the formation of a Federal exploratory unit, the pro-
pgnent of the unit.files an application with the appropriate office
of the BLM (previously supervised by the U. S. Geological Survey and
the Minerals Mznagement Service) formally requesting the State BLM
Director to (1) designate the proposed area as logically subject to,
development under a unit plan of.operationsy {2) approve the mdximud
depth and objective formation proposed for the initial test well(s)
and/or development abligations (if the area contains a discovery but
is not fully developed}; and (3} approve the text of the propesed
form of agreement. The request for designaticn must be accompanied
by @ map or diagram showing the area scught to be designated and
indicating the type of land. The application is usually accompanied
by a report giving all available geological and geophysical informa-
tion. :

/azof
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After consideration of the application by the BLM, the applicant will
be advised of the decision reached with respect to the designatiaon of
the area, the specific form of agreement, and the initial wells
required.

What is a Part1c1pat1_g_&rea

After a well capable of produc1ng unitized substances {i.e. oi]
and/or gas) in paying quantities is comp]eted a "participating area"

must be estabiished in accordance "with the "Participating After
Discovery" section of the Unit Agreement (Section 11 of the model
farm, 30 CFR 226.12, See Exhibit 27 The only land to be included in
a participating area is that land reasonably. proven capable of

_ producing unitized substances in paying quantities, or, if so previd-

ed in the Unit Agreement, that additional land necessary fTor unit
operations (most older umits, 1.e., prior to 1968, do not so provide
for additional lands). The initial part1c1pat1ng area causes the
unit to convert to a producing status and all subsequent unit wel1s
and operations are to be conducted under a "Plan of Operations.”

Under the Wexpro Settlement Agreement, Section I-26(a}{ii), the
participating area as it existed op July 31, 1981 s a "development
drilling area" and is determined as follows: .

{a) For each prior Wexpro or prior Company well in a pool,
. and all additional surface area covered hy: {(ii)
The U. S, Geological Survey-approved participating

areaz determined for royalty purposes for that pool, if-

the well js in a Federal un1t, - -

Revision of Participating Areas.

A participating area will be revised, in accordance with Sections 11
and 12 of the Unit Agreement, when additional paying wells are
completed in the formation or pool for which the participating area
has been established. Although additional geological and engineering
information obtained by the completion of each such well is used, the
amount of acreage that is brought into the participating area by a
revision is dependent on the same criteria used in determining the
initial participating'area. Likewise, tand included in a partici—
pating area which is reasonably proven to be nonproductive in paying
quantities by the subsequent completion of a dry hole ¢on the land is
eliminated from the participating area.

Separate participating areas may be established for each separate
preductive reservoir, pool or formation covered by a Unit Agreement.
In some instances, separate participating areas may be established
for the same producing horizonm when there is uncertainty as to
whether the production is continuous between the two areas,

Allocaticon of Production.

011 and/or gas produced under unitized ocperations is allocated to the
working interest owners of the unitized Tands on the basis of the
factors and formulas prescribed in the "Unit Operating Agreement.”
Normally, a standard preprinted form of Unit Operating Agreement
prepared by the Rocky Mountain Mineral Law Foundation is used.
Production under an exploratory unit agreement is normally allocated
to each tract of unitized land within the controlling participating
areas on the basis of the number of tract surface acres included
within the participating area as compared to the total number of
unitized surface acres within the participating area. Therefore,
allocation of unitized substances 1s made on a surface acreaqe basis
without regard to any particular well, However, the Wexpro
Settlement Agreement provides for allocation on_a well oy well Dasis
which is inappTicable inside a unit participating area.
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The use of a “development drilling area" in the Wexpro Settlement
Agreement was a means to differentiate between developmental and
wildcat {exploratory) drilling. The "development drilling area," in
turn, is used to further define the various benefits which results
from the various types of Wexpro's developmental or exploratory
dri11ing activity., To aveid a difficult subjective analysis on avery

“prior well,” the parties selected a distance around prier wells
which would be considered “development" drilling. In the case of
each pool within Federa) units, this inc¢luded the 1,980 feet around
the prior well plus the participating area for royalty purposes for
that pool. This method works well for ali-participating areas which
are never enlarged and which contained a prior well, because all
production is allocated to all lands inside the “"development drilling
- area", 1i.e. participating area for royalty purposes within the
federal unit. However, if the participating area is enlarged after

July 31, 1981, part of the production from prior wells is allocated

to other Tands subject to "exploratory drilling under the Wexpro

Settlement Agreement and possibly subject ta interests of other third

parties. Likewise, some proaduction from 'exploratory drilling” s

ailocated to lands inside of the participating area.

Therein 1ies the problem in which Wexpro seeks menitor assistance,
The Wexpro Settiement Agreement allocates product1on on a well basis
but in Federal unit participating area expansions, the a]]ocat1on of
production is based on an acreage bas1s

[dentical problems could be created when third parties or state
government agencies request or require expansion of pooling agree-
ments or state approved unit or spacing areas in which production is
shared on an acreage basis, It is entirely possible that a partic-

ipating area expansion may include only third party acreage and not

include any Wexpro/Celsius acreage. In that case, the Wexpro pro-

posed solution would be equally applicable.

Investment Adjustments; a Hypothetical Example

Between the working interest owners under the unit operating agree-
ment, there is an investment adjustment so that each working interest
owner pays a fair proportion of the cost of all wells in which it
receives an allocated share of production. Attached as Exhibit 3 is
an example of the typical languagé in 2 unit operating agreement.
The following example illustrates how an investment adjustment would
be accounted for between Celsius {Wexpra) and Mountain Fuel ("MFS")
or Celsius/Wexpro and any other third party (Such as Exxon in the
hypothetical):

CRIGINAL PARTICIPATING AREA - MFS ACRES

1. Acres = 1,000

2, Investment (1 well) = $1,000,000 (depreciated
1% per month for 60 months)

3. Production = 500 BBLS/Day

4, MFS Original Share = 100%

" EXPANSION CELSIUS/EXXON ACRES

Acres added = 1,000

Investment (1 well) = $2,000,000
Production = 350 BBLS/Day
Celsius/Exxon Interest = 100%

LY
a x4 =

EXPANDED PARTICIPATING AREA .

1.  Acres = 2,000
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2. Investment - Nei total at time of expansion
{Assume Depr. 10 mos. @ .5% monthly per unit

agreement)
.95 x 1,000,000 = § 950,000
Calsfus = 2,000,000

Total 52,955,550
3.  Production = 850 BBLS/Day
4, Interest = MES (i,OOD acres) _ 5

, acres 0%
Celsius/Exxen= * -. {1,000 acres) = 50%
y acres
5. Investment = © $2,950,000
MFS Share = $1,475,000 . “
Credit for IR
1st weld C= 950,000
INVESTMENT ADJ, § 525,000*

Celsius/Exxan Share= $1,475,000
- Credit for

2nd well = © 2,000,000
INVESTMENT ADJ, % (525,000)

6. Production Allocation
MFS 50% = 425 88L5/Day n
Celsius 50% = 425 BBLS/Day
*Wexpro picks up MFS investment - adjustment ({because the Wexprn
Settiement Agreement réquires Wexpro to make all future investments,
See Section II1-4}) of $525,000 and capitalizes it in an account
subject to the developmental gas (24%) or ail drilling (21%) rate of
return. Amortization based upon units of production - MFS share of
proeduction and reserves, )

No ‘provision of the Wexpro Settlement Agreement squarely addresses
these problems.

The Henry Unit Example

The Henry Unit Agreement, Uinta County, Wyoming was approved by the
U. 5. Geological Survey.on April 30, 1980 and incliuded approximately
13,415.89 gross acres, The agreement has been designated No.
14-08-0001-18150, and was effective the date of approval. To drill
the initial test well called for under the provisions of the Unit
Agreement, WFS entered a farmout agreement dated July 14, 1980 with
Forest 011 Company (“Forest") and a pooling agreement dated July 14,
1980 with Farest and other companies. ‘The pooling agreement pooled
four sections around the initial test well. Such pooling was on a
surface acre undivided basis. MFS's interest within the four
sections was 21,16111%, MFS viewed the initial test well as an
extremely high risk venture. Therefore, MFS farmed-out to Forest.
Farest earned one-half of MFS's interest within the four section
pocied area by paying all MFS's share of cost in that well. MFS
retained a small overriding royalty interest in the initial test well
until Forest had recovered its costs of drilling, completing, equip-
ping and operating the initial test well. On October 7, 1980, the
initial test well, Henry Unit No, 1, was completed as a gas well in
the Dakota formation, The Henry Uni%t Well Mo.l i5 not shown as a
prior company well 4in the schedules to the Wexpro Settlement
Agreement. Wexpro proposes to deem it so for purposes of the partic-
ipating area expansion. .

On October 5, 1981, the USGS approved an initial Dakota Participating
Arga "A" embracing 637.81 acres based upon the completion of the
Henry Unit Well No. 1. In April, 1982 the Unit Well No, 1 had

reached its payout with Forest and MF3's retained oyerriding royalty
bk imet ttae menvswtad FA = 10 SEAASEY arnce warkine interect
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The Henry Unit Well Nos. 2 and 3 were drilled as dry holes. The Unit
Well No. 4A was completed as a gas condensate well from the Dakota
formation in March 1982. On September 9, 1982, the MMS (formerly
USGS} approved the First revision of the Dakata Parficipating Area
"A", enlarging the participating area from 5637.81 acres to 1429.38

acres based upon completion of Unit Well Mo. 4A.- MFS's interest in~

the first revised participating area was decreased from 10.8056% to
4.7210% gross working interest {also called a "participating inter-
est" under the pooling agreement}.

As a result of the first revision and under the Wexpro propesal
herein, MFS would change from a 10.8056% interest in anly the Henry
Unit Well No, 1 to a 4.7210% interest in both 'the No, 1 and 4A wells,
. Depending on whether one ar the cther well is a Yarger producer at
any given period of time, the dollar receipts by MFS from both wells
in the Henry Unit could increase or decrease as compared with MFS's
share in oanly the Henry Unit Mo. 1 Well. MWexpro's proposal would
result in the same accounting treatment in all similar faderal unit
or pooled area situations without regard to the benefits attributable
to MFS ar Wexpro or thitd parties.

WEXPRO PROPOSED SOLUTION:

To properly account between Mountain Fuel and Wexpro and solely for
allocation of investment adjustments (whether debits or credits) and
for allocation of oil, natural gas 1liquids and natural gas -from
drilling which results 1in expanding any participating area” for
royaity purposes or in expanding pooied areas (or similar expansion
of multiparty individual ownership areas--each of which originaliy
qualifies as a development drilling area under the Wexpro Settlement
Agreement) after Jyly 31, 1981, then as betwsen the Company and
Wexpra/Celsius: :

1. The 101/:05 and transferred leasehelds within the participating

area or pooled {or similar area) as it existed aon July 31, 1581
shall be considered as "Company leaseholds” and the 101/105 or
transferred leaseholds outside of such areas shall be owned by
Wexpro or Celsjus as provided 1in the Wexpro Seitlement
Agreement,

2. Wexpro will fund or cause to be funded all capital investment
additions and debit investment adjustments on such "company
leaseholds" required by such expansion and earn the base rate of
return {r) plus the applicable risk premium of 8% for gas and 5%
for oil wells.

3, Credit investment adjustments attributable to pre-July 31, 1981
capitalization and Post-July 31, 1981 Facilities and Oevelopment
Gas or 01} Drilling will be paid to Wexpro.

4. As far as the Unit Operator is concerned, the allocation of
production to MFS/Wexpro is consistent with allocations to other
interest owners. After this allocation is made, an in-house
division of revenues between Wexpro and Mountain Fuel occurs in
compliance with the Wexpro Settlement Agreement

This would result 4n the same fair treatment of production allocation

as if Exxon or some independent producer owned an interest in the-

prior Company well of prior Wexpro well. Stated another way,
Wexpro's proposal in this situation would follow standard industry
practice and treat Mountain Fuel's i{nterest in a prior Company or
prior Wexpro well the same as independent third parties. The omly
difference would be the amount Wexpro could earn under the Wexpro
Agreement on investment adjustments.
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Excerpted from: Mineral Leasing Act of 1920 {As Amended)

Section 17.

"(j) For the purpose of more properly conserving the natural:
resources of any oil or gas pocl, field, or like area, or any part
thereof {whether or not any part of said oil or gas pool, field, or.
like area, is then subject to any cooperative or unit plan of
development or operation), lessees thereof and their representatives
may unite with each other, or jointly or separately with others, in
collectively -adopting and operating under a cooperative or unit plan
of development or operation of such, pool, field, or like area, or
any part thereof, whenever determined and certified by the Secretary.
of the Interior to be necessary or advisable in the public interest.
The Secretary is thereunto authorized, in his discretion, with the
consent .of the holders of leases involved, to establish, alter, change,
or revoke drilling, producing, rental, minimum royalty, and royaity
requirements of such leases and to make such regulations with reference
to such leases, with like consent on the part.of the.lessees, in S
connection with the institution and operation of any such cooperative
or unit plan as he may deem necessary or proper to secure the proper.
protection of the public interest. The Secretary may provide that
011 and gas leases hereafter issued under this Act shall contain a
provision requiring the lessee to operate under such a reasonable
cooperative or unit plan, and he may prescribe such a plan under which
such lessee shall operate, which shall adequately protect the rights

of all parties in interest, including the United States.

"Any plan authorized by the preceding paragraph which includes
lands. owned by the Unjted States may, in the discretion of the
Secretary, contain a provision whereby authority is vested in the
Secretary of the Interior, or any such person, committee, or State or
Federal officer or agency as may be designated in the plan, to alter
or ‘modify from time to time the rate of prospecting and development
and -the quantity and rate of production under such plan. A1l leases
operated under any such’plan approved or prescribed by the Secretary
shall be excepted.in determining holdings or control under the
provisions of any section of this Act.

“"Any lease issued for a term of twenty years, or any renewal
thereof, or any portion of such lease that has become the subject of
a cooperative or unit plan of development or operation of a pool,
field, or like area, which plan has the approval of the Secretary of
the Interior, shall continue in force until the termination of such
plan. Any other lease issued under any section of this Act which has
heretofore or may hereafter be committed to any such plan that contains
a general provision for allocation of oil or gas shall continue in
force and effect as to the land committed so long as the lease remains
subject to the plan: Provided, That production is had in paying

2-26-76 (Release No. 29) ~38-
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quantities under -the plan prior to the expiration date of the term
of such lease. Any lease heretofore or hereafter committed to any
such plan embracing lands that are in part within and in part outside
of the area covered by any such plan shall be segregated into
separate leases as to the lands committed and the lands not committed
as of the effective date of unitization: Provided, however, That any
such lease as to the nonunitized portion shall continue in force and
effect for the term thereof but for not less than two years from the
date of such segregation and so long thereafter as oil or gas is
produced in paying quantities. The minimum royalty or discovery
rental under any lease that has become subject to any cooperative or
unit plan of development or operation, or other plan that contains a
general provision for allocation of oil or gas, shall be payable only
with respect to the lands subject to such lease to which oil or gas
shall be allocated under such plan. Any lease which shall be
eliminated from any such approved or prescribed plan, or from any
communitization or drilling agreement authorized by this section, and
any lease which shall be in effect at the termination of any such |
approved or prescribed plan, or at the termination of any such '
communitization or drilling agreement, unless relinquished, shall 3
continue in effect for the original term-thereof, but for not less than
. two years, and so long thereafter as oil or gas is produced.in paying
quantities." - - '

Pursuant to the Mineral Leasing Act for Acgquired Lands (August 7, 1347)
and the reguiations promulgated thereunder, acquired land may be

leased under the same terms and conditions as are contained in the
Mineral Leasing Act. The regulations prescribed under the Mineral
Leasing Laws pertaining to unitization are applicable to acquired
Tands. T

2-26-76 (Release No. 29) ~ -39-
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) )
Federal Register / Vol 47, No. 112 / Thursday, June 10, 1882 [ Proposed Rules 25255
{b} When {ndian lands are included, edditional counterparts as may have the DMM that such bond hes been
modjﬁcateignboft;he unit agreement will been furnished for that purpose, accepted by the Bureau of Land
be required by the DMM. Appraval of an Management before aperations will be
sgreement containing Indian lands by § -t -a;:nm“ approval of a autharized. A form of carporate surely

the Bureau of lndian Affairs must be
obtained prior to svbmission to the
DMM [or final approval.

{2268 Approval of unik rgresment. .
A unit agreement will be approved by
the DMM upon a determination that
such agreement la necessary or
advisable in the public Inlerest and is
for the parpose of mrare properly
conserving natura] resources. Such
approval will be incorporated in a
Certification-Delermination document’
sppended to the agreement {example In
§ 2256.12}. No such agreement will be
approved unless the parties signatory to

the unit area to provide reasonably .
effective control of operations. Any
modificaion of an approval agreement-

-~ will require the prior approved of the .
_DMM. :

§2269 Fing of papers and number of
counterparts.

{a) All papers, instruinents,
documents, end proposals submitted
ander this part should be filed in the
office of the DMM for the region in
which the unit area is situated.’

(b} An application for designation of a
proposed unit area and determination of
the required depth of test well shall be
filed in duplicate. A like mmber of"
courrterparts should be filed of any
geologic data and any other information
submitted in support of such application.

{c) Where a duly executed agreement

_is submitted for final approval, a

minimum of four signed ¢ounterparts
should be Sled The number of
counterparts to be filed for-
supplementing, medifying, or amending
an exisling agreemenl, including change
of operator, designation of new
operator, designation of a participating
ares, and termination shall be
prescribed by the DMM.

{d) Two counterparts of a

substantiating geologic report, inchrding

structure-contour map. cross sections,

- and pertinent data, shall eccompeny

each application for approval of a
participating area or revision thereof
under an approved agreement.

{e) Three connlerparts of all plans of
development and operation ahal be
submitled for approval under an

oproved agreement

(f} One approved counterpart of each

istrument or document sabmritted for
approval will be retorned to the
operator by the DMM or his
represeniative, together with such

" the agreement hold sufficien! interests in -

(8] Genecally, o commmunitization
agreement sball be given an effective
datle that {s prior to the date of Hs filing
with the Deputy Minerals Manager
(D). However, mnder circomstancea

- of good fafth mistake or errar by lesaee

or operator, and i the absence of
fntervening third party righta, the
efective date of a communitizaion
agreement may be fixed as far back as
the date of execution of the agreement
between the lessees or operators.

{b} No retroactive approval of a
communitization agreement may be
made where the leese expired prior to
executon of the agreement. The
egreement need not be in a form
reguired for approval by the Minerals
Management Service to gualify for this
equitable relief, but may be any
agreement between lessees or operators.
such zs an operating agrecment
evidencing thz intent of the parties to

- cowmbine, and having the effect of |

combining. thefr leases or nterests for

" operational parposes. I the agreenient

that combined suchleases or interests ia,

other then a formal communitization_
agreement acceptable for filing and
approval as such, the DMM may require
the parties to submit such an agreement
fn proper form, which, i submitted and
approved, shall be deemed effective as
of the date of the earlier agreement
between the parties that combined their
leases orinterests,

§ 226,10 Bdnds

In lien of separate bonds required for
each Federal lease committed to a unit
egreement, the unit operator may homnish
and maintain acollective corporate
surety bond ér u personal bond

_ conditoned upon fuithfgl performance

-of the duties and obligations of the

"agreement &nd the terms of the Federal

leases subject thereto. Personal bonds
shall be accompanied by a deposit of
negotiable Federal securilies bn 2 sum
equal at their par value 1o the amout of
the boads, end by & proper conveyance
to the Sceretary of full authority to sell
such securities in case of default in the
performance of the obligations assumed.
The liability under the bond shall be for
such amount as the DMM shall
determine to be adequate to protect the
interests of the United States, and
additional bond may be required
whenever deemed necessary. The bond
shall be filed with the State Director of
the Bureau of Land Management having
jurisdictton over the Federal leases in
the unit. Evidence must be furnished to

- bond s set forth in § 226.15. In case of

change of unit operalor, a new bond
must be filed or consent of surety to
such change of operator muat be
furnished.

§ 22611 Appeals.

A technical and procedural review
may be requested pursuant to 30 CFR
271.82 and/for an appeal may be takan
as provided in 30 CFR Part 250 of this

. chapter from any order or decision
.issued under the regulations in this part.

§ 226,12 Mode onshore unlt agr&uﬁem
for unproven areas,

Introdoctory Section. :
Section 1—Enabling Act. nnd reguolations.

" Section 2—lnit area,

Section 3—Unfized Jarnd and um‘uzed

subatances.

Secliom 4--Unft Dpern tor.
Section &—Rcsfgnaﬁon or n:moval of Umi

Qperator.
Section 6—Successor Unit Operalor.

Section 7-—Accounting provisions and unit

operau.ng agreement.
Section 8—Rights and ohl:gauom of Uml
Operator. ‘ .

Section 8-Drilling to ducmrery
** Section Sa—Multiple well rtqu:mments

Section 10—Plan of further development
and operation. .
Section 11-—Participation after d:acovery
Section 12—Allocation of production.
Section 13—~Development or operation of
nonparticipating land or formations.
Section 14—Royalty settlement.
Section 15—Rents] settlement.
Section 16—Conservation.
Section 17—Dreinage.
Section 18—Leazes and contracts-
conformed and extended,
Section {9—Covenants run with land.
Section 20—Effective date and term.
‘Section 21—Rate of prospecting.
development. and production.
Sectiom Z2—Appearances.
Section 23—NNotices.
Section 24—No watver of certaln nghts
Section 25—Unavoidable delay.
Section 26—Nondiscrimination.
Section Z7—Loss of title.
Section 286—Nonjoinder and subsequent
Jjoinder,
Section 28—Counterparts.
_* Section 30-—Surrender.
* Section 31~-Taxes,
*Sectivn 32—No partnership.
Concluding Section--in witness whereof,
Genern| Gridelines.
Ccrt.iﬁcation—[)ctemination-

= Parngryph Inchided when more than one
obligatina well ks 4o be drilled.

= Optional sections {in addition. P-ll'lsrlpb (k) of
section 18 is oplionall
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Usit Agreement foc the Davelopment and
Operstion of tha  °

Unit area
Caunty of
State of

No.

This agreeraent, enteréd into as of the
day of , 16—, by and between
the parties subscribing. ratifying, or
consenting hereto, and herein referved to as
the “parties hereto,” -

Witnossalh

Whereas, the parties hereto are the owners
of working. royalty, or other oil and gas
{nterests lo the unit area subject to this
agreement: and

Whereas the Miners! Leasing Act ol
February 25, 1820, 41 Stat. 437, as amended,
30 U.S.C. Sec. 181 et seq., authorizes Federal

_ lsaseea and their representatives to unit with
each other, or jointly or separately with ’
others, in collectively adopting end operating
& unit plan of development or aperstions-of
any oif and gas pool, field, or like ares, or any
part thereo! for the purpose.of more properly
conserving the nafural resources thereof
whenever determined and certified by the
Secrefary of the Interior to be necessary or

. edvisable in the public Inlerest; and

Whereas the parties.hereto hold sufficient
Interests in the ~———— Unit Area
covering the land hereinafter described to
give reasonably effective control of
operations therein; and

Wheteas, it is the purpose of the parties -
hereto to ccnsecve natural resdurces, prevent
waste, and secure other benefils obtainable
through development and cperation of the
area subject ta this agreement under the
terms, condiliona, and limitations herein set
forth: ™ '

Now, therefore, in consideration of the
premises and the pramises herein contained,
the parties hereto commit to this egreement
their respective interesta in-the bejow-
defined unit aren, and agree severally emong
themselves as follows:

1. Enabling Act and regulations. The -
Mineral Leasing Act of February 25. 1920, as
amended. supra. and all valid pertinent
regulalions including operating and unit plan
regulations, heretofore issued thereunder or
valid, pertinént, and reasonable regulztions
hereafter issued thereunder are accepted and
made a part of this agreement as to Federal
{ands, provided such regulations are naot
inconsistent with the terms aof this agreement;
and as to non-Federal lands, the oil and gas
operating regulations in effect as of the
eflective date hereof governing drilling and
producing operations, not [nconaistent with
the lerms hereof or the laws of the State in
which the non-Federal land is located, are
hereby accepted and made a part of this
agreement,

2. Unit area. The area specified on the map
aitached hereto marked Exhibit A is hereby
designated and recognized 83 constituting the
unit area, containing acrea, more or less.

Exhibit A shows, in addition to the
Youndary of the unit area, the boundaries and

Jentity of tracta and leases in #8id area to
he extent known 1o the Unit Operator.
Exhibit B attached herelo |s » achedule

. showing to the extent known to the Unit

Operator, the acreage, percentage, and kind
of ownership of ol and gas interests In sll
lands In the unlt area. However, nothing
berein or in Exhibita A ot B shall be
construed as a representation by any party
bereto as to the awnership of any Interest
other than such interest or interests as are
shown ia the Exhibits as owned by such
party. Exhibits A and B shall be revised by
the Unit Operalor whenever changes in the
unit area or In the ownership Interest of the
individual tracts render such revision
neceasary, or when requested by the Deputy
Minerals Manager—Oil and Cas," berelnafter
referved to as “DMM,™ and not less than four
coples of the revised Exhibits shall be filed
with the DMM.

“The above-described unit area shall when
practicable be expanded to Include therein
any additional lands or shall be contracted to
exclude lands whenever such expanafon or
contraction ia deemed to be necessary cor
advisable to conform with the purposes of
this sgreement’ Such expansion ar
contraction shall be effected in the following
manner:

{a) Unit Operator. on [ia own motion {after
preliminary concurrence by the DMM]). or oo
demand of the D¥M, shall prepare a notice
of proposed expansion or contraction
describing the contemplated changes a the
boundaries of the unit area, the reasons
therefore, any plans for additianal drilling,
and the proposed effective date of the

- . expansion or contraction, preferably the first
. day’of a month subsequent to the date-of

notice. ' -
{b} Said notice shall be delivered to the
DM4, and coples thereof mialed to the last '

". known address of each working interest

owmer, lessee, and lezsor whose interests are
affected. advising that 30 deys will be
allowed for submission to the Unit Operator
of eny objections.

-[¢) Upon expiration of the 30-day period
provided in the precading item {b) hereol,
Unit Operator shall fle with the DM
evidence of mailing of the notice of .
expansion or contraction and a copy of any
objections thereto which have been filed with
Unit Operatog together with an spplication in
triplicate, lof approvel of such expansion or
contraction and with appropriate joinders.

{d) Alter due cansideration-of all pertinent
information, the expansion or contraction
shall, upon approval by the DMM, become
effective as of the date prescribed In the
notice theceof or such other appropriate date.

() All Tegal subdivisions of landa (i.e., 40
acres by Government survey ot ils nearest ot
or tract equivalent; ia instances of irregular
surveys. unusually large lots or tracts shall be
considered in multiples of 40 acres or the
neerest aliquot equivalent thereol), no parts
of which are in or entilled to be in a
participaling area on or before the fifth
anniversary of the effective date of the first
initial participaling area established under
this unit agreement, shall be eliminaled
automatically from this agreement, effective
s of said fifth anniversary, and such landa

'l the Esslern Region and the Alaska Region, the
responsible official ls the Deputy Minerals
Manages—COnabare Mincrala.

shall no longer be a part of the unit area and
shall no longer be subject to this agreement,
unless diligent drilling operstions are in
progress oo unitized lands not entitled to
participation on ‘sald fifth anniversary. in
which event all vuch Jands shall remain
subject hereto for so long as such drilling
operations are continued diligently, with not
more than 90-days time.elapsing between the
completion of one such well and the
commencement of the next such well. All
legal subdivisions of lands not eatitled to be
in & particlpating area within 10 years after
the effective date of the first initial
participating area approved under this
agreement shall be automatically eliminated
from this agreement as of sald tenth
anniversary, The Unit Operator shall, within
90 days alter the effective date of any
elimination hereunder, describe the area so
eliminated lo the satisfaction of the DMM
and promptly notify all parties in interest. All
lands proved productive of unilized
substances in paying quantities by diligent
drilling uperations after the aforesaid s-year
period shall become participating in the name
manper as during said first S-year period.
However, when such diligent drilling -
operations cease, all nonparticipating landst
thall be automatically eliminated effective as
the g1st day therealter.

Any expansion of the unit area pursuant to
this aection which embraces lands-

" theretofore eliminated pursuant to this

subsection 2{e} shall not be considered
automatic commitment or recommitment of
such lands., R

3. Unitized !and and unitized substances.

_ Al land now or herealter committed to this

sgreement shall constitute land referred to
herein as “unitized land™ or “land subject to

this agreement.” All oil and gas in any and all .

formations of the unitized land are unitized
under the terms of this agreement and herein
are called “unitized substances.”

4. Unit Operator, —————is hereby
designated as Unit Operator and by signature
hereto aa Unit Operator agrees and consents
to accept the duties and obligations of Unit
Operator for the discovery, development. and
production of unitized substances as herein
provided. Whenever reference is made herein
to the Unit Operater, such reference means
the Unit Operator acting [n that capacity and
not at an owner of interest in unitized
substances, and the lerm “working interest
owner” when used herein'shall include or
refer to Unit Operator as the owmeraofa
working lnterest only when such an interest
is owned by it

5. Resignation or removal of Unit Operalor.

Unit Operator shall have the righl to resign at

any time prior {o the establishment ofa’
participating area or areas hereunder, but
such resignation shall not become effective
80 as {0 release Unit Operator from the dulies
and obligationa of Unit Operator and
terminate Unit Operatar’s rights as such for a
period of B months aller notice of intention lo
resign has been served by Unit Operator on
all working interest owners and the DMM,
and until all wells then drilled hereunder are
placed in & satiafactory candition for
suspension or abandonment, whichever is
tequired by the DMM, unless a new Unil
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ralor shall have been selected and
-proved and shall have taken over and
sssurned the duties and obligations of Unit
Operator prios to the expiration of sald
p-cnod.

Unit Operator shall have the right to resign
in like manner and subject to like lmitationa
s above provided at any time afler a
participating arza established hereunder is in
existence, but in all instances of resignation
or removal, until a successor Unlt Operator [s
selected and approved as hereinafter
provided, the working Interest ownera shall
be jointly responaible for performance of the
duties of Unit Operator. and shall not later
than 30 days before such resignation or
removal becomes effective appoint a common
agent to represent them la any action to be
taken hereunder.

The resignation of Unit Operator shall not
release Unit Operator from any Hability for
eny default by it hereunder occusring prior to
the effective date of its resignation.

The Unit Operator may, upon default or
fatlure in the performance of its duties or
obligations hereunder, be subject to removal

- by the same percentage vote of the owners of
working interests as herein provided for the -
selection of a new Unit Operator. Such
removal shall he effecuve upan notce Lhercof
to the DMM.

.. The resignation or removal of Unit
Operator under this agreement shall not

rinate its right, title, or intereat as the

er of working Interest or other interest in

red substances. but upen the resignetion

xeval of Unit Operator becoming
eltective, such Unit Operator shall deliver
possession of all wells, equipment, materials,
end appurtenances used in conducting the
unit operstions to the new duly qualified
successor Unit Operator or to the common
agenl if no auch new Unit Operator is
elected, to be used for the purpose of
conducting unit operationsa hereunder.,

MNothing berein shall be construed as
authorizring removal of any materizl,
equipment, and appurienances nzeded for the
preservation of any wells.

8, Successor Unit Operator. Whenever the

Unit Operator shall tender his or its

resignatiort s Unit Operator or shall be

- removed &s hereinabove provided. or a

change of Unit Operator is negotiated by
working fnterest owners, the owners of the
working interests according to their
respeclive acreage interests in all unitized
land shall, pursuant 1o the Approval of
Parties requirements of the unit operating
agreement, select a successor Unit Operator.
Such selection shall not become effective
until:

(a) 2 Unit Operator so selected shall accept
in writing the duties and respons:blhhea of
Unit Operator, and

(b} the selection shall have been approved
by the DMM,

1f no succensor Unit Operator is selected

qualified as herein provided, the DMM at
lection may declare this unil agreement
sled

L]

«ccounting provisions and unit opereting *,

agreement. If the Unit Operator {s not the sole
ownér of working interests, costs and
expenses incurred by Unit Operator in

conducting unit operations hereunder shall be
pald and apportioned among and botne by
the owners of working interests, all in
accardance with the agreement or
agreements entered (nto by and between the
Unit Operator and the owners of working
Interests, whether one or more, separately or
collectively. Any agreement or agreements
entered into between the working interest
owners and the Unit Operator as provided in
this section, whether one or more, are herein
referred to as the “unit operating agreement.”
Such unit operating agreement shall also
provide the manner in which the working
Interest owners shall be eatitled to receive
thefr respective proporticusle and allocated
share of the benefits accuring hereto in :
cenforming with thelr underlying operating
agreements, leases, or other independent
contracts, and sach other rights and
obligations as between Unit Operator and the
working {nterest owners a3 may be agreed
upon by Unit Operator and the working
Interest owners: however, na such unit
operating agreement shall be deemed either
to modify any of the terms and conditions of
this unit agreement or to relieve the Unit
Operator of any right or obligation -
established under-this unit agreement, and in
case'of any incansistency or conflict between
this agreement end the unit operating
agreement, this agreement shall govern. Two
copies of any unit opetating agreement
executed pursuant to this section shall be
fled with the MM prior to approval of this
unit agreement,

8, Rights and obligations of Unit Operstor.
Except as otherwise specifically provided
herein, the exclusive right, privilege, and duty

" of exerdsing any and all rights of the parties

hereta which are necessary or convenlent for
prospecting for, producing. storing, allocating,
and distributing the unitized substances are
hereby delegated to and shall be exercised by
the Unit Operator as herein provided.
Acceptable evidence of title to sald rights
shzll be deposited with sald Urit Operator
and, together with this egreement shall
Eonatitute and define the rights, privileges,
and obligations of Uit Operator. Nothing
herein. bowever, shall be construed to
transfer ttle to any land orlo’any lease or
operating agreement, [t being understood that
under this agreement the Unit Operator, in its
capacity as Unit Opéralor, shall exercise the
rights of possession and use vested In the
perties hereto only for the purposes herein
specified.

9. Drilling to discovery. Within 8 months -
rfter the effective date hereol, the Unlt
Operator shall begin to drill an adequate test
well at & location epproved by the DMM,
unless on such effective date a well is belng
drilled in corformity with the terms hereof,
and thereafter continue such drilling
diligently until the lormation has been
penetrated or until at a [ecser depth unitized
substances shall be discovered which can be
produced in paying quantilies {to wit:
quantities sufficient to repay the costs of
drilling, completing, and producing
operations, with a rezsonable profit] or the
Unit Operator shall at any time establish to
the eatisfaction of the DMM that further

drilling of said well would be unwarranted ar

, of the Unit Operator to resign as provided in

. drilling during the period pending such

. not to exceed 8 months, may be granted, in
» addition to any exiension granted under

- Unavoidable delay,

- from cither the initia] or second test well

impracticable, provided, however, that Unit
Operalor shall not in any event be required to .
drill said well to a depth in excess of H
feet. Ualll discovery of unitized substances
capable of being produced in paying
quantities, the Unit Operstor shall conlinue
drilling one well at a time, allowing not mors
than 8 months between the completion of one
well and the commencement [apudding) of
the next well, until a well capable of -
producing unitized substances in paying
quantities is completed to the satisfaction of
the DMM or until it is rezsonably proved that
the unltized land is incapable of producing
unitized aubstances in paying guantities in
the formations drilled hereunder. Nothing in
this section shall be deemed to limit the right

TL e b m e e b b am

Section 5, hereol, or s requiring Unit
Operator to commence or continue any

L N BELEE ™

=

resignation becoming effective in order to
comply with the requirements of this saction.

The DMM may modify the drilling
requirements of this section as follows:

{a} For the initial obligation well or wells, a
single extensioa as provided'in Section 25,
Unavoidable delay, may be granted; and

{b) For all other wells, a single extension, A

em T

C LI

Sectxon 25.
‘ Ba. Multxple well reqmmments. . . -
Notwithstanding anything in this unit
agreement to the contrary,.except Section 25,
wella shall be
drilled with not more than 8-montha time
elapsing between the completion of the first
well and commencement.of the second well
and with not more than 6-monthas time
elapsing between completion of the second
well and the comumencement of the third wetl,
. . .regacdless of whether a discovery has
been made In any well drilled underthia
provision. Both the initial well and the
second well must be drilled in compliance
with the above speciliéd [ormation or depth
requirements in order the meet the dictates of
this section; and the second ‘well must be
located a minimum of twiles from the
initial well in order to ba accepted by the
DMM as the second unit test well, within the
meaning of this section. The third teat- well
shall be diligently drilled, at & location
approved by the DMM, to penetrate the
formation or to a depth of — fzel
and must be located a minimum of —— miles

-k et
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Nevertheless, in the event of the discovery of
unitized substances in paying quantities by

any well, the unit agreement shall not J
terminate for failure to complete the .
well program, but the unit area shall be : !
cantracted automatically, effective the first ¥
day of the month following the defauls, to 3
eliminate by subdivisions {as delined in :
Section 2{e} hereo{] all lands not then entitled !
to participation.** :

Upaon [ailure to commence any well as

provided for in this (these} section{s} within
Lhe time allowed, prior to the eslablishment

" “Provision is Included when mulllple wells wre ™
be drilled.

-0 T
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of a participating area, Induding any

extension of time granted by the BMM. this
sgreement will automalically lertsinale, Upon
failure to continue drilling diligently any well
commenced horeunder, the DMM may, after
15-days notice Lo the Unit Operstar, declare
this unil agreement terminated The partias to
this agreement may pot {nitiate & request to
voluntarily terminate during the first year of
its terma unless at least cne obligation well
has been drilled in accordance with the
provisions of this [these) section{s).*

18 Plan of further development and
operation, Within 8 months after complation
of a well capable of producing unitized
substances in paylog quantiics, the Unit -
Operator shall submit for the approval of the
DMM an acceptable plan of development and
operation for the unitired land which, when
approved by the DMM, shall constitute the
further drilling and development obligations
of the Unit Operator under this egreement for |
the period specified therein, Thereafter, from
time to time before the axpiration of any
existing plan, the Unlt Operator shall submit
for the appraval of the DMM a plan for an
addidonal specified perfod for the
development and gperation and subsequent
plans should normally be filed on a calender
year basis not Iater than March 1-each year.
Any proposed modification or addition to the
existing plan shauld be filed a5 a supplement
to the plan.

Any plan submitted pursuant to this
rection shall provide for the timely '
exploration of the unitized ares, and for the *
diligent drilling necessary for determinetion
of the area of areas capable of producing

- unitized substances in paying quantities In

each and every productive formation, shall be
as complete and adequate as the DMM may
determine ta be necessary for timely
development and proper conservation of the
oil and gas resources of the urdtized area and
shall: -

{a] Specify the number and focations of any
wells to be dritled and the proposed order
and time for svch drilling: and

(b} Provide a summary of operationa and
production for the previoda year,

Plans shall be modified or supplemented
when necessary to meet changed conditions
or to protect the laterests of all parties to this
agreement. Rennanable diligence shall be
exercised o complytng with the obligatians
of the approved plan of development and
operation. The DMN ix awthorized to grant a
rzasonable extension of the 8-month period
herein prescribed for submission of an initial
plan of development and operation where
such action is justified because of unvsual”
conditions or crcumsiances,

Adter completion of & well capable of
producing unitized substances in paying
quantities, no farther wells, except anch an
may be necensary.to afford protection againat
operalions not under this rgreement and such
as may be specifically approved by the DMM,
shall be drilled except in sccordance with 2a
approved plan of develepment and operation.

11. Participation afier discovery, Upon
camplgtion of @ well capable of producing

. "lf mutiple well provision (9] ix pot included.
this paragraph shall be the last paragraph of Section
9.

unitired substances In paying quantities, or
a1 2000 thervaflor ss required by the DMM,
the Unit Operator shall submit for approval
by the DMM a schedule, based oa
subdivisions of the public-land survey or
allguot parts thersol. of all lard then
regarded as reasanably proved to be
productive of unitized substances [n paying
quantities. These lands shall constitute a
participating area on approval of the DM,
effective as of the date of completion of such
well or the effective date of this unit
agreement, whichever la later, The acreagas
of both Federal and non-Federal landa shall
be based upon appropriate computations
from the courses and distances shown on the
last approved public-land survey as of the
effective date of each fnitial partidpating
area. The achedule shall alao set forth the
percentage of unitirad substances ta be
allocated, as provided in Section 12, ta each
tract In the participating area so established,
and shall govem the allocation of production
commendng with the effective date of the
participating area. A different participating
area shall be eatablished for each separate
pool or deposit of unitizad substancea or for
any group thereof which is produced ss a
single pool or zone, and any two or mare,

. participating ardas sa established may be

combined into one, on approval of the DMN.
When productioa frem two or more
participating areas {s subsequently found to
be from a common pool or depasit, the

. participating areas shall be combined inta’

one, effective az of such eppropriate date as
may be approved or prescribed by the DMML

" The partidpating area or areaa so eatablished

ahall be revised from time to time, subject to
the approval of the DMM, to Include
sdditional lands then regarded as reasonably

-proved to be productive of unitized

substances In paying quantities or which are
necessary {or unit operations, or to exclude
land then regarded as reasonably proved oot
to be productive of unitized substances n
paying quantities, and the achedule of
ellocation percentages shall be revised
accordingly. The effective date of any
revislon shall be the first of the month in
which the knowledge or lafarmation is
obtained oo which soch revision is
predicated; provided, however, that a more
appropriate effectiva date may be used if .
justified by Unit Operator and approved by
the DMM. No land be excluded fom a
participating area on account of depletion of |
its unftized substances, except that any
participating area established under the
provisions of this unft agreement shall
terminate aulomaticelly whenever all
completions in the [ormalion oa which the
participating ares is based are abandoned.

11 {5 the intent of this section that a
participating area-shall represent the area
imown or reasonably eatimated to be
productive In-paying quantities: but,
regardless of any revisicen of the participating
area, nothing herein contalned shall be
construed aa requiring any retroactive
adjustment for production obtained prior to
the effective date of the revision of the

. particlpsling area.

In the absence of a,greexﬁent at any time
between the Unit Operator and the DMM as
tq the proper definftion or redefinition of &

participating ares, or until a participating

area has, or areas have, been establlshed, the
portion of all payments alfected thereby -
shall, except royalty due the United States,

be Impounded in » manner mutually
acceptable o the owners of committed
warking interests, Royaltjes due the Uniled
States shall be determined by the DMM and
the amount thervof shall be deposited, 'as
directed by the DMM, until & participeting

. area s finally wpproved and then adjusted In

accordance with a determination of the sum
due ns Federal royalty on the baaiz of such
approved particlpating area,

Whenever it {8 delermined. subject to the
approval of the DMM, that a well drilled
under this agreement {2 not capable of
production in paying quantities and loclusion
of the land on which it Is situated in &
participating area ix oowarranted. production
from such well shall, for the pwposes of
settlement among all parties other than
working inlerest owners, be allocaled to the
land on which the well is located, unless such
land is already within the participating area
established for the peol or deposit from
which such production is obtained,
Seitlement far warking interest benefits from
such a nonpaying vt well shall be made as
provided in the mit operating agreement. :

12. Allocation of production. All unitized
substances produced from cach participating
area established vnder this agreement,
except any part thereof vsed in conformity
with good operating practices wilhin the
undtized area for drilling, operating. and other
production.or develepment purpeses; for
repressuring or recycling i accordance with
& plan of development and operations first

-approved by the DMM, or unavoidably lost,

shall be deemed to be produced equally on
an acresge basts Fom the several tracts of
unitized land of the participsting area
sstablished for such production. For the
purpose of determining any benefits accruing
under this agreement, each such tract of
unitized land shall have allocated to it such
percentage of safd production as the gumber
of acres of such tract included in said
participating aren bears to the total acres of
unitired land In said participating ares,
except that allocation of produoction
hereunder for pmrposes other than for
settlement of the royalty, overriding royalty,
or payment out of production obligations of
the respective working {nterest awners, shall
be on the-basis prescribed in the unit
operating agreemrent whether In conformity
with the basis of allocation herzin set [orth or*
otherwise, It {s hereby agreed that production
of unitized substances from a participating
area shall be allocatled as provided herein
regardless of whether any wells are drilled
oD arry particular part or tract of the
participaling area. lf any gas produced [rom
one participating area s used for
repressuring or recycling purposes In angther
participating ares, the first gas withdrawn
from the latter participating ares for sale
during the life of this agreement, shall be
considered to be the gas so transferred, untit
an amount equal to that transferred shall be
so produced for sale and such gas shall be
allocated to the partidpating area from which

_initially produced as such area was defined
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ot the time that auch translerred gas {a finally
oduced and sold.

13. Development or operaton of
ponparticpaling land or formatons. Any
party hereto ownlng or controlling the
working interest in any unitized land having
thereon s regular well location mey with the ~
approval of the DMM, at such party’s sole
risk, costs, and expense, drill & well to test

. any formation provided the well [a outside

any particpating area estsblished for the
formation, unleas within pQ days of recaipt of
notice from said party of his [niention to drtll
the well, the Unit Operator electa and
commences to drill the well In a like manner
as other wells are drilled by the Unit
Operator under this agreement.

i any well drilled under this section by a
working interest owner results ln production
such that the land upon which it ts situated
may properly be Included in & participating
arta, such participating area shall be
established or enlarged as provided In this
agreement and the well shall thereefter be
opersted by the Unit Operator in eccordance
with the terma of this agreement and the unit
operating agreement. .

M zny well drilled under this section by a
working interest owner that obtains
production In quantities insufficient to justfy
the Inclusion of the land upon which such
" well {s situated in a participating aree, such
well may be operated and produced by the .
party drilling the same, subject to the
ronservetion requirements of this agreement.

e toyalties in amount or value of

-duction from any such well shall be paid

pecified in the underlying lease and
. o eements aHected,
14, Royalty settlement. The United States

and any State and any royalty owner who ls

entitled to take in kind a share of the
substances now unitized hereunder shall
hereafter be entitled to the right to take in
kind its share of the unitized substances, and
Unit Operator. or the working interest owner
in case of the operation of a well by a
working interest owner as hersin provided
[or in special casey, shall make deliveries of
such tuyalty share taken in kifdin.
conformity with the applicable contracts,
laws, and regulations: Settlemend for royalty
interest not taken in kind shall be made by
working interest owners responsible therefor
under existing contracts, Jaws and
regulalions, or by the Unit Operator on or .
befare the last day of each month for unitized
substances produced.-during the preceding
calendar month; provided, however, that
nothing in thiz section shall operate to relieve
the lessees of any land from their respective
lease obligations for the paymént oﬁmy
royalties due under their leases,

If gas oblained from lands not sitbject to
this agreement is'introduced inid any

‘participaling area hereunder, for use in ;

repressuring, stimulation of production. or -
increasing uitimate recovery, in conformity
with a plan of development and operation
~-proved by the DMM. a like emount of gas,
r setllement as herein provided for any
rransferred from eny other participating

and with appropriate déduction lor loss

. any cause, may be withdrawn from the
formation inta which the gas s introduced,
royalty [ree as (o dry gas, but not as lo any

products which may be extracted therefrom;
provided that such withdrawal shall be at
such tine as may be provided in tha
approved plan of development and operation
or as may otherwise be consented to by the
DMM an conforming to good petroleum
engineering practice: and provided further,
that such right of withdrawal shall terminate
on the termination of this unlt agreement.

Royalty due the United States shall be
computed as provided In 30 CFR Part 221 and
paid [n value or delivered in kind as {o 61
unitized rubatances og the basis of the
amounts thereof allocaled to unitired Federal
land es provided in Section 12 at the rates
specified in the respective Federal leases, or
nt such other rate or rates as may be
‘authorized by law or regulation and approved
by the DMM: provided, tha! for leases on
which the royalty rate depends on the daily
average production per well, sald average
production shall be determined in accordance
with the operating regulations as though each
pariicipating area were a single consalidated
lease.

15. Rantal settlement. Reatal or minimum
royalties due on leases committed herete
shall be paid by appropriate warking [ntérest
owners under existing contracts, laws, and
regulations, provided that nothing herein
contzined shall operate ta relieve the Jzsseen
of any lend from their respective lease
obligationa for the payment of eny rental or
minimum mya!ry duc under their leasea.
Rental or minimum rayalty for lands of the
Uniled States subject to this agreement shall
be paid at the rate specified in the respective
leases from the United States unless such

-rentel or minimura royalty is waived, .

suspended, or reduced by law ot by approval
of the Secretary or his duly autherized
representalive.

With respect to any lease on non- Federal
land containing provisions which would
terminate such lease vnless drilling
operaltiona are commenced upon the land
covered thereby within the time therein
specified or rentals ere paid for the privilega
of delerring such drilling operations, the

. rentala required thereby shall,

notwithstanding any other provision of this
agreement, be deemed o accrue and become
payable during the'term thereof as extended
by this agreement and until the required
drilling-operations are commenced upon the
land covered thereby. or until some portion of-
such land [s [ncluded within s participating
area,

18, Conservation. Operations hereunder
and production of unitized subatances shall
be conducted ko provide [or the most
economical and efficient recovery of said
substances without waste, as defined by or
pwsuant la State or Federal law or

regulation.

17, Prainage. The Unit Operator shall take
such measures as the DMM deemas
appropriate and adequale to prevent
drainage of unitized substances from unitized
land by wells on lend not subject to this
agreement.

18. Leases and contracts conformed and
extended. The terms, conditions, and )
provisions of all [easés, sublenses, and other
contracts relaling to exploration, drilling,
developreenl, or operation for oil or gas on

lands committed to thie agreement are hereby
expresaly modified and amended to the
extent necessary to make the same conform

- Lo the provisions hereof, but otherwise to
-rematln In full force and eflect; and the parties

hereto hereby consent that the Secretary
shall and by his approval hereol, or by the
approval hereof by his duly authorized
representative, does hereby establish, alter,

. change, or revoke the delling. producing,

rental, minimum royalty, and royalty
requirements of Federal leases committed
_bereto and the regulations in respect thereto.
to conform agaid requirements to the
provistons of this agreement, and, without
limiting the generality of tha foregoing, all
leases, subleases, and contracts are
particularly modified in accordance with the
following:

(a) The development and operahon of
landa subject to this agreement under the
terms hereof shall be deemed full
performance of all obligationas for
development and operation with respect to -
each and every separstely owned tract
subject to thia agresment, regardless of
whether there ia any development of any
particular tract of the unlt area. .

(b} Drilling and producing operations
performed hereunder upon any at that time,
such lease shall be extended for 2 years, and:
a0 tract of unitized lands will be accepted
and deemed to be performed upon and for the
benefit of each and every tract of unijtized

- land. and no lease shail be deemed lo expire .

by ceason of failure to deill or.produce wells
situated on the land therein embraced.

(c} Suspension of drilling or producing
operations on ell unitized lands pusrsuant to |
direction or consent of the DMM shail be
deemed to constitute such suspension
pursuant to such direction or consent as lo

“each mnd every tract of unitized land. A

suspensioa of drilling or preducing operations

_limited to apecified lands shal! be applicable .

only to such lands.

{d} Each lease, sublease, or contract
relating to the exploration, drilling,
development, or operation for oif or gas of
lands other than those of the United States
comumitted to this agreement which, by i1s

- -terms might expire prior to the termination of

this agreement, is hereby extended beyond
any such term 8o provided therein so that it

" shall be continued in full force and effect lor

and during the term of this agreement.

{=} Any Federal lease committed hereto
shall continue in force beyond the term so
provided therein or by law 'as to the land

. committed so long as such lease remains
" subject hereto, provided that production is

bad in paying quantities under this unit
egreement prior to the expiration date of the
term of such lease. or in the event aclual
dritling operahons are cofmmenced on
unitized land. in accordance with the
provisions of this agreement, priar to the end
of the primary term of such lease and are
being diligently prosecuted long theresfter as
oil or gas is produced in paying quantities in
accordance with the provisions of the
Minera! Leasing Act, as amended.

{f) Each-sublease or contract relating to the,
operation and development ol unitized
substances from lands of the United States
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commitled to this agreement, which by its
terms would explre prior to the me at which
the underlylag lease, as extended by the
immediately preceding paragraph, will expire
ls hereby extended beyond mny such term so
provided thereln wo that it nbag be oontinued
in full force and effect for and daring the lom
of the underying lease aw soch term is hereln
extended. .

(g) The segregaticn of any Pederal lease
committed ta this agrecment s governed by
the following provision in the fourth
paragraph of sec 17{j} of the Mineral Lessing
Act, as amended by the Act of September 2,
1950 {74 Stal 781~784} (30 U.S.C. 228(j]):

Any [Federal} lease hexetofore or hereafter
commitled to sny such [unit] plan embracing
lands that are in part within and in part
outside of the area cavered by any such plan
shall be segregated into separate loases as to

lands coinritted and the lands not commitied

a3 of the effective date of unitization:
Provided, howaver, Thal any sach lease as to
the nonunitized portian ahall continue in
force and effect for the term theresf but for
not less than two years from the date of such
scgregation and so long thereafter as oil or
.gas is produced in paying quantities,

* {h) Any lease, other than a Federal leaza,
having only a partion af it lands committed
hereta shall be segregated as to the portion -
committed and the portion net committed.
and the provisions of such lease shall apply
separately to snch segregated portions
commencing as of the effective date hereof.
[n the zvent any such lease provides for a
lump-aum rental payment, such payment
shall be prorated between the portions sa
segregated in proportion o the acruage of the
respective tracts. -

18. Covenants run with land. The
covenants herein shall be construed to be
covenants tunning with the land with respect
10 the inlerent of the parties hereto and their
successors ity interest until this agreement
terminates, and any grant. transfer, or
conveyance of interest in land or leases
subject hereto shall be and bereby ia
conditioned upon the assumption of all
privileges and obligatjons hereunder by the
grantee, transferee, or viher successor in
interest. No assignment or transfer of any
working interest, royairy, or other interest
subject hereto shall be binding upon Unit
Operator until the first day of the calendar
month after Unit Operator is furnished with
the eriginal, photostatic. or certified copy of.
the instrument of tranaler.

20. Efective date’and term. This agreement
shall become effective upon approval by the
DMM and shall automatically terminate 5
years fram said effective date unless:

{a) Upon application by the Unit Operator,
such date of expirstion is a:tended by the
DMM or

(bl It is reasonably determined prior to the
-expiratlon of the fixed term or any extension
thereo! that the unitized land is incapeble of
'producllon of unitized substances in paying
quantities in the formatione tested bereunder,
and alter notice of inlention |o terminate this
agreement on such ground is given by the
Unil Operatar to all parties in interest at their
lest known addresses, this agreemeént s
lerminated with the approval of the DMM, or

"*Optional subrection.

{c] A valuable discovery of unitized
substanczs has been made or accepted on
unitized land during said Initial term or any
extensjon thereof, in which event this
agreement shall remain i effect for such
term and so Jong thereaficr ae unitized
substances can be produced in quantities
suffictent to pay for the cost of producing
same from wells on unitized land within any
participating srca established hereunder.
Should production ccase and diligest drilling
operations to restore production or new
production are not In progress during the
period of nonpredaction, and production is
not restored ot should new prodaction not be
obtained I peying quantities on commitied
lands within this unlt area, this sgreement
will aulomatically terminate sffectve tha last
day of the month in which the last unitized
production occurred, or

(d) It s voluntarily terminated as provided
in this agreement. This agreement may he
terminated at any time prior to the discovery
of unitized substances which can be
produced in paying quantities by not less than
75 per centur, on an acreage basis of the
working intereat owners rignaiory hereto,
with the approval of the DMM. The Unit
Operator shall give notice of any such
approval lo all parties bereto. Voluntary
termination may not occur during the first
year of this agreement unless et laast one
obligation well bas been drilled in
accérdance with Section 8.

21. Rate of prospecting, development. and
prodoction. The DMM is bereby vested withr
authority lo alter or modify from time to time,
in his discretion, the quantity and rate of
production under this agreement when such
quantity and raté is not {ixed pursuant tg.
Federal or State law, or does not comlorm to
any Statewide veluntary conservation or
allocation program which is establish,
recognized, and gezserally adhered to by the
majority of operators in such State. The
abave authority is hereby limited to
alteration or modifications which are in the
public interest and the purpose thereof, and
the public interest to be served must be
stated in the order of ajteration or
modification. Without regard to the foregoing.

" the DMM ix slso hereby vested with authority

to alter of modify from time to time, in his
discretion, the rate of prospecting and
development and the quantity and rale of
production under this agreement when such
alteration or modification is in the Interest of
gttaining the conservation objectives stated
in this agreemeant and is not in violation of
any epplicable Federal or State law.

Pawers is this section vested [n the DMM
shall only be exercsed after notice to Unit
Operator and opportunity for hearing to be
held not less than 15 days from notice.

22, Appearances. Unit Operator shall, after
notice to other parties sffécted, have the right
to appeer for and on behalf of any and all
interesis alfected hereby before the
Depertment of the Interjor and to eppeal from
orders issued under the regulations of said
Department, or to apply for relief from any of
said regulations, or in any proceedings
relative to operationa before the Department,
or any other legally constituted suthority:
provided, however, that any other irtercated
party shall alse have the right at his own
expense fo be heard (0 any such proceeding.-

23. Notices, All notices, demands, or
stzlements required hereunder 1o be given or
rendered to the parties hereto shall be in
writing and shall be pervonaliy delivered 1o
the party or partics, or sent by postpaid
registered or certified mail, to the last-known
address of the party or parties.

24. No waiver of certain rights. Nothing
contained in this agreement shall be
construed as & waiver by any party hereta of
the right to asaert any legal or constitutiona]
right or defense as to the validity or Invalidity
of any law of the State where the unitized
lands are located, or of the United States, or
reguiations jssued thereunder in any way
affecting such party, or as a walver by any
such party of any right beyond bis or jts
authority to waive.

25. Unavoidable delay. All obligations
under this agreement requiring the Unit
Operator to commence or continue drilling, or
to operate an or produce unitized substancey
from any of the lands covered by this
agreement. shall be suspended while the Unit
Operator. despite the exerciae of due care
aad diligence, is prevented from complying
with such obligations, in whole ar in part, by
strikes, acts of Cod, Federal, Slate, or
municipal law or agencies, nnavoidable

" sccidents, uncontrollable delays in

transportation, inability to obtain necessary
materials or equipment in the open market. or
other malters beyond the reasonable control
of the Unit Operator whether similar to
matters herein enumerated or not. "
28. Nondiscrimination. In connection with
the performance of work under this
agreement, the Unit Operalor agrees {o
comply with all the provisions of section 202
{1) to {7) taclusive, of Executive Order 11246
{30 FR 12319)."as amended. which are hereby
incorporated by reference in this agreement.
27. Loss of title. In the event Gtle to any
tract of unitized Iand shall fail and the true
owner cannot be induced to join in this unil
agreement, such tract shall be automatically
regarded as not committed hereto, and there
shell be such readjustment of future costs
and benefits as may be required on account
of the Joas of auch title. In the event of a
dispute as to title to any royalty, working
interest, or other Interests subject thereto,

" payment or delivery on account thereof may

be withheld without liability for interest until
the dispute is finally settied: provided, that, ’
as to Federal lands or leases, no payments of
funds due the United States shall be
withheld, but such funds ahsll be deposited
as directed by the DMM to be held as
unezrned money pending final settlement of
the title dispute, and then applied as eamed
or returned in ncmrdance wuh such final
settlement.

Unit Operator as such is relicved from any
responsibility for any defect or failure of any
title hereunder.

28. Nonjoinder and subsequent joinder. If
the owner of any suhstantial interest in a
tract within the unit area fails oy refuses lo
subacribe or conaent o this agreement, the
owner of the working interest in that lract
may withdraw the tract from this agreement
by written notice delivered 1o the DMM and
the Unit Operator prior ta the epproval of this
agreement by the DMM. Any oil or gas
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{nterests {n lands within tha unit area not
committed hereto prior to fival approval may
therealter be commltled herato by the owner
or owners thereof subscriblng or consenting
to this agreement, and, if the inlerest s a
working interest, by the owner of such
interest also subscribing to the unlt operuting
sgreement, After operations are commenced
hereunder, the right of subsequent Joinder. as
provided in this section, by a working interest
owner is subject lo such requirements or
approval(s). il any, pertaining 1o such joinder,
as may be provided for in the unit operating
sgreement, After final approval hereof,
joinder by a nonwarking Interest owner must
be consented to in writing by the working
interest owncr comunitted - hereto and
responsible for the payment of any benelita
that may accrue hereunder in behalf of such
nonworking interest. A nonworking inlerest
may nol be committed to this unit agreement
unless the corresponding working interest is
commilted hereto. Joinder to the unit
agreement by & working interest owner, st
any time, must be accompanied by
appropriate joinder to the unit operating
agreement, in order for the Interest 1o be
regarded as committed to this agreement.
Except as may otherwise herein be provided,
subsequent joinders 1o this agreement shall
be effective as of the date of the filing with
the DMM of duly executed counterparts of sl
or any papers necessary to establish effective
commitment of any tract to this agreement.

29. Counterparis. This agreement may be

executed in any number of counterparts. no
sne of which needs to be executed by all
parties or may be ratified or consented to by
separale instrument in writing specifically
referring hereto and shsll be binding upon all
those parties who have executed such a
counterpart, ratificatian, or consent hareto
with the same force and effect as if all such
parties had signed the same document, and
regardless of whether or not it is executed by
all other parties owmning or claiming an
interest In the lands within the above-
described unit area. ,

* Swrender. Nothing in this agreement
ahall prohibit the exercise by any working
interest owner of the right to swrender
vested in such party by any lease, sublease,
or operaling agreement &s to gll or any part
of the lands covered thereby, provided that
each party who will or might acquire such
working interest by such surrender ar by
forfeiture aa hereafter set forth, Is bound by
the terms of this agreement.

If a8 a result of any such surrender, the
working interest rights as to such lands
become vested in any party other than the fee
owner of the unitized substances, said party
may forfeit such rights and further benefita
from operation hereunder es to said land 1o
the party next in the chain of tile who shall
be and become the owner of such working
interest.

if as the result of any such surrender of

srfeiture working interest rights become

:pled in the fee owner of the unitized

bstances, such owner may;

*Optioanl sections and subsection. [Agreements
submitted for final approvsl should not Identily any
provision as “optional 7}

(1) Accept those working interest rights
subject 1o this agreement and the unit
operating agreement: or

(2} Lease the portion of such land as [s
included In & participating arca established

‘hereunder subject 1o this agreement and the

unit operating agreement; or

{3} Provide for the independent operation
of any part of such land that la not then
included within a participating area
eatablished hersunder.

If the fee owner of Lhe unitized subatances
does not accept the working interent rights
sublect to this agreement and the unit
operating agreement or lease such lands as
above provided within 8 months after
surrendered or forfeited, working interest
rights become vested in the fee owner; the
bénefits and obligations of operationa
accruing to such lands under this agreement
and the unil operating agreement shall be
shared by the retoaining owners of unitized
working inlerests in accordance with their

" respeclive working interest ownerships, and

such owners of working interests shall
compensaie the fee owner of unitized
substances in such lands by paying sums to
the rentals, minimum royalties, and royalties
applicable to such lands under the lease in
effect when the lands were unitized.

An appropriate accounting and aettlement
shall be made for all benefits accruing to or
payments and expenditures made or incurred
on behalf of such surrendered or forfeited
working interest subsequent to the date of
swrender or forfeiture, and payment of any
moneys found to be ewing by auch an
accounting shall be made es between the
parties within 30 days,

The exercise of any right vested in a
working interest owner to reassign such
working interest to the party from whotn
obtained shall be subject to the same
conditions as aet forth in this secticn in
regard to the exercise of a right to awrrender.

*31. Taxes. The working interest ownerz
shall render and pay for their account and the
account of the royaity owners all valid taxes
on or measured by the unitized substances in
and under or that may be produced. gathered
and sold from the land covered by this
agreement afterfits effective date, or upon the
proceeds derived therefrom, The working
jaterest owners on each tract shall and may
charge the proper proportion of said taxea to
royalty owners having interests in said tract.
and may currently retain and deduct
sufficient amount of the unjtized aubstances
or derivative products, or net proceeds
thereof from the ellocated share of each
royalty owner to secure reimbursement for
the taxes so paid. No such taxes shall be
charged to the Uniled States or the State of
or to any lessor who has a contract
with hia lessee which requires the lessee to
pay such {exes.

*32. No partnership. It 18 expressly agreed
that the relation of the pariies hereto is that
of independent contractors end nothing
contained in this agreement, expressed or
implied. nor any operations conducted
bersunder, shall create or be deemed to have
created a partnerhip or association between
the parties hereto or any of them.

It witness whereol, the parties hereto have
caused this egreement 1o be executed and

have set opposite their respective names the
date of execution.

Unit Operator; Working Interest Qwners

- General Guidelines

1. Executed agreement to be legally
complete. -

2. Agreement submitted for epproval must
contain Exhibit A and B in accordance with
models shown in §§ 22813 and 226.14.

3. Consents should be identified (in pencii}
by tract numbers as listed in Exhibit B and
assembled In that order aa far as practical.
Unit agreements submitted for epproval shall
include a list of the overriding reyalty interest
owners who bave executed ratifications of
the unit agreement. Subsequent joinders by
overmiding toyalty Interest owners shall be
submitted in the same manner, except each
must include or be accompanied by a
statement lhat the corresponding working
interest owner has consented in writing.
Original ratifications of overriding royalty
owners will be kept on file by the Unit
Operator or his designated agent.

4. All leases held by option should be noted
on Exhibit B with an explanation as 1o the
type of option, Le., whether for operating )
rights only. for full leasehold record title, or 3
for certain interests to be earned by :
performance. In all instances, optionee
cotmmitting such interests is expected to
exercise option promptly.

5. All owners of mineral interests must be
invited to join the unit agreement. and
statement to that effect must accompany
executed agreement, together with summary
of results of such invitations. A written
reason for al! interest owners who have not
joined shall be furnished by the unit operator.

8. In the event fish and wildlife tands are
included, add the following section:

“Wildlife Stipulation. Nathing in this unit
agreement shall modify the special Federal
lease stipulations applicable to lands under
the jurisdiction of the United States Fish and
wildlife Service.”

7. 1n the event National Forest Sysiem
lands are included within the unit area, add
the following section:

*“Forest Land Stipulation. Notwithstanding
any other terms and conditions contained in
this agreement, all of the stipulations and
conditions of the individual leases between
the United States and ita lesaees or their
succeasors or essigns embracing lands within
the unit area iacluded for the protection of
lands or fucntions under the jurisdiction of
the Secretary of Agriculture shall remain in
full force and effect the same as though this
agreement bad not been entered into. and no
modification thereof 1s authorized except
with the prior consent in writing of the
Regional Forester, United States Fores!
Service, ———, -

8. In the evenl National Forest System
lands within the Jackson Hole Area of
Wyaming are included within the unit area.
additional "special” stipulations may be
required to be included in the unit agreement
by the U.S. Foreat Service, including the

. Jackson Hole Special Stipulation.

8. In the event reclamation lands are
lnctuded, add the following as a new section:

_— T P e M W4

(o]

oy Woaa
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*Reclamation Lands. Nothing in this
agreement shall modifly the specisl, Federal
lease stipulations applicable to lands uader
the jurisdiction of the Bureau of
Reclamation.”

10. In the even! a powersile is embracad In
the proposed srea, the following section
should be added:

. “Powersile, Nothing in this agreement shall
modify the special, Federal lease stipulations
applicable to lands under the jurisdiction of

the Federal Energy Regulalory Commission.™

11. In the event special surface stipulations
have been attached to any of the Federal oil
and gas leases to be included, add the
[ollowing seclion:

“Special surface stipulations. Nothing in
this agreement shall modily the special
Federal lease stipulations attached to the
individya! Federal oil and gas leases.”

12.1n the event State lands are included in
the proposed area. add the appropriate Stale

Lands Section as a new section.
{See 30 CFR 228.7(a})

13. In the event restricted Indian lands are
Involved, consult the DMM regarding
sppropriate requirements under 30 CFR
228.7{b}.

Certification—Determinalion

Pursuant to the authority vested in the
Secretary of the Interior, under the sct
approved February 25, 1920, 41 Stal. 437, as
smended, 30 JSC. sec 181, et seq., end
delegated to the appropriate Deputy Minerals
Manager of the Minerals Management
Service under the authorily of 30 CFR 228, [
dao hereby:

A Approve the sttached agreement for the
development and operation of the
Unit Area, State of .

B. Certily and determine that the unit plan
of develapment and operation contemplated

In the altached agreemenl.is necessary and
advisable in the public interest for the
purpose of more properly conserving the
netural resourcea,

C. Certily and determine that the drilling,
producing, rental minimum royalty, and
royally requirements of all Federal lease
commilted to ssid agreement are hereby
established, altered. changed, or revoked 1o
conform with the terms and conditions of this
agreement.

Dated

Deputy Minecals Manager—Oil and Gas,”
Minerals Management Service,
*In Eastern and Alaska Regions, Deputy
Minerals Manager—Onshore Minerals,
Contract Number:

Bt LING CODE 43 10—hA-34

Questar Gas Comp'a;hy—
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§226.13 Model of axhibit A,

Company Name
Exhibit A
 Swan Unit Area
Campbell County, Wyoming

R. 59 W.
DEER__J  FROST FROST
6-30-88 6-30-81 6-30-81
16 {7 15 () 1 ()
78620 W - 8470 W - 8470
FROST N EMITHQ FROST
6-30-85 53142 6-30-81
2103 \22 N 230
W - 41345 N . Cook W-8470 | W-53970:
FROST DEER et al. DEER HOLDER 1
6-30-85 12-31-85 2.28-86(6 }-~-
]
1
28 27 26 25—
12:31-85(5k-—-
W . 41345 W - 41679 W.52780 |w.52780 1
G X L9 T
DEER et al. DEERV DEER DEER '
6-30-85 N- 7-30-81_ {6-30-88 _ ¢-—-]
. 33 @ 35 ___,_35 \
e
W - 41679 W-9123 |78-620

X @ Means tract number as listed on Exhibit B

2N

BILLING CODE 4A310-R~C

Public Land
State Land

\ Patented tand Scale - Generally 27 = 1 mile.

Include acreage for all irregular sectons and low.

r
-+

2R
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§226.14 Model of Exhibit B

ExHINT B.—SwanN UNIT AREA, CAMPBELL COUNTY, WYO,

Trect o ption of Wmd Hurmber of | Serted Mo and sxpirston Bnhcmpny-r\d Lassss of record Overidng royalty and Working inlevest s
Na, . date of wars CrrrslnD porCRrisge (Do) Lol . pevomniage
Al It the ares of THHN=
RSP, 8onP 3,
Foderal Land ;
1| Sec. 147 Al —f  1,920.00 | W-3470, Jure 3G, 1981___| U152 AN T. J. Cook 100 T. 4. Cook 2 Fromt Ot Ca, 100,
Sec 15 AL
S 2T AR, :
Z(Sec S AN ] 640,00 | W-D123, July 20, 1981 . | LS Ax O M Odom 100t O. M. Cdom 1 Dwer 04 Ca, 100,
Q| S 2 AN e 1.280.00 | WA 1345, June 30, 1505 | LLS: AN | Max Port 50 Max Pen 1 Frowt Odl Ca, 100,
Sec. 26: AR Sam Senal 50 Sam Sl )
4 Sec 27; AN_ — ] 128000 | Wes 15679, Jura 39, 1045 _] 1152 AX Al Preen Y00 Al Prewen 2 Dwer OF Ca, 50,
Sec. 23 AN Deor OX Co. 50.
S Sec 260 AN T P61.50 [ W.52730 WS Ad Do O Ca 100 |16 GCoodinZ . . | Desr O Co, 100,
Sec. 25 lots 3.4, SWH_WI"
Z5E/4,
6 | Sec, 247 Lot 123 4 W/I2 W} 965.80 | W-53970, Feb, 28, 19486 _| U5 A 4 T. H, Holder 100 T. H. Holger 100,
ZE/2 (AN
Sec, 25: Lots 1 2NW/4 W/
INET4,
5 Foderw racts 1,047 30 acres or 88,76 pt of U aree,
State Land
T | Sec 16 AN Wf 1,280.00 [ 8587400, Aug. 31,1985 [ Sww Al _..] Deer Od Ca. 100 T. 1. Tma 2 Dewr O# Co. 100,
Sec, 36; Lots 3.2,3,4.Wr2wW/
ZEL2Z (AN
t Stale ract 1.780.60 wores or 1240 pot of unit wres.
Patevied Land T
B | Sec. 13: Lots 1.2.3.4,W/2W/ 641.20 | Aug. 2, 1074 e 4G SN 100 e Doe O Co. t0Q Dos Ci Co. 100,
2E/2 (A,
B Sec 220 A | 540.00 | Sept. 15, 1975 [T. 1 Cook: 100 ] W W Semion Y00 Sam Spade 4 W. W, Seniey 100,
W [ Sec. JzAv ] 840.00 | Jure 1, 1075 A A Apen: TS ...| Qe Cit Co, 100 . Dear DU Co, 100,
L P Cam 25

3 patented tacts 1.921.20 scras o 18.7S pct of bl area
Totat: 11 Tacts 10249, 10 »ras n entrs LAt arta

§ 226.15 Model collective bond.

Coliective Corporate Surety Bond

Kriow all men by these presents. That we,

{Name of unit operator), signing
as Principal, for and on behalf of the record
gwners of unitized substances now ot
hereafter covered by the unit agreement for
the ——— . [Name of unit), approved

{Date} {Name and address

of Surety), as Surety are jointly and severally
held and firmly bound unto the United Stateas
of America in the sum pf (Amount of
bond) Dollars. law{ul momey of the United
States, for the use and benefit of and 1o be
paid to the United States and any entryman
or patentee.of any portion of the unitized
land here-to-fore entered or patented with the
reservation of the oil or gas deposits io the
United States. for which payment. well and
truly to be made, we bind ourselves, and
each of us, and each of ow heirs, executors,
sdministrators, succesaors, and asaigns by
these presenta,

The condition of the foregoing obligation is
such, that. whereas the Secretary of the
Interior on — {Dale) approved under the
provisions of the Act of February 25, 1920, 41
Stat. 437, 30 U.S.C. secs. 181, ef seq., as
amended by the Act of August 8, 1948, 60
Stat. 850, a unit agreemen! for the
development and operation of the
{IName of unit and State): and

Whereas said Principal and record owners
of ynitized substances, pursuant to said unit
agreement, have entered into certain
covenanis and agreements as sel {octh
therein, under which operstions are to be
conducted: and

Whereas said Principal as Unit Operator

bas assumed the duties and obligations of the

respective owners of unitized substances as
defined in said unit agreement: and

Whereas said Principal and Surety agree to

remain bound in the full araount of the band
for failure to comply with the terms of the
unit agreement, and the payment of rentals,
minimum royalties, and royelties due under
the Federal lzases committed to said unit
agreement; and

Whereas the Surety hereby waives any
right of notice of and agrees that this bond
may remain in force and effect
notwithstanding:

{8) Any additions to or change in the
ownership of the unitized substances herein
described; .

* {b] Any suspension of the drilling or
producing requirements or waiver,
suspension, or reduction of rental or

* minimum royalty payments or reduction of

royalties pursuant to applicable lawa or
regulations thereunder; and

Whereas said Principal and Surety agree to
the payment of compensatory royalty under
the regulations of the Interior Department in
lieu of drilling necessary offset wells in the
event of drainage: and

Whereas nothing herein contained shall
preclude the United States {from requiring an
additional bond at any lime when deemed
necessary:

Now, therefore, if the said Principal shall
faithfully comply with &ll of the provisions of
the above-indentiflied unit agreement and
with the terms of the leases committed
thereto, then the above obligation is to be of
no effect: otherwise to remaln in fuli force
and virtue.

Signed, sealed, and delivered this ——day
of . 19—, in the presence of:

Witnesses:

{Principal}

{Surely}

§226.16 Model for deslgnatlon\of
ruccessor unit operator by working
Interest owners.

Designation of successor Unit Operator

Lnit Area, County of . State
of . No, mmee,
This indenture. dated as of the — day of
, 19—, by and between .

bereinafter designated as “First Party,” and
the owners of ynitized working interests,
hereinafter designated as “Second Parties,™

Witnesseth: Whereas under the provisions |

of the Act of February 25, 1920, 41 Stal. 437,
30 U.5.C. secs. 181, ef seq.. as amended by
the Act of August B, 1948, 80 Stat. 950, the
Secretary of the Interior, on the — day of
. 18—, approve a unit agreement [or the
Unit Area. wherein is

designated ss Unit Operator; and

Wheress said has resigned as such
Operator.’ and the designation of a successor

' Where the designation ol & successor Unil
Operutor is required for any reason other than
resignation. such reason shall be substituted for the
one atated.
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Re: Expanding Participating Areas Inside Federal Units, The Henry Unit

Example

» 1985,

APPROVED this day of
BALL ASSOCIATES, LTD.

By

Date

UTAH DIVISION OF PUBLIC UTILITIES

By
Date

PRICE WATERHOUSE

By

Date

STAFF OF WYOMING PUBLIC SERVICE
COMMISSION

By

Date

Page 59 of 68



Questar Gas Company
Docket No. 17-057-01
QGC Exhibit 3.8
Page 60 of 68

WEXPRO COMPANY

79 SOUTH STATE STREET - P.O.BOX HO70 - SALT LAKE CITY, UTAH 84147 - BOY 530-2700

A. M, KIRSCH
FRESIDENT

December 14, 1983

Wexpro Settlement Agreement Monitors

Gentlemen: .

RE: Delivery Point at the Butcher Knife and Church Buttes Fields
Sweetwater County, Wyoming .

Wexpro Company respectfully requests concurrence from the Hydrocarbon
Monitor and Accounting Monitor to Wexpro's interpretation of the delivery
points in the captioned fields.

FACTS

The Butcher Knife Springs field consists of wells 1, 2, 4,°5 and 6 and a
Butcher Knife sweetening plant. Wells 1, 2, 4 and 5~ produce sour gas thus
necessitating sweetening and well No. 6 produces sweet natural gas and oil.
Attached Exhibits 1 and 2 are maps showing the well facilities and the
related production equipment, plants and laterals.

The Church Buttes field -consists of wells 1, 2, 3, 4, 7, 8, 9, 10, 11,
13, 16, 19, 20, 21, 22, 25, 26, 27, 28, 29 and 30 at the time of the execu-
tion of the Wexpro Settlement Agreement and also the Church Buttes absorption
plant. '

Gathering laterals are installed in both fields and a collection lateral
No. 703 runs from the Butcher Knife sweetening plant to the Church Buttes
absorption plant.

PROBLEM

Because of the joint ownership with others of many of the facilities and
the overlapping necessity of two.sweetening and absorption plants, Wexpro
desires confirmation from the Monitors of the appropriate-delivery point in
the Butcher Knife and Church Buttes fields. Wexpro also seeks confirmation
of the appropriateness of Wexpro's undertaking of operating responsibilities
and of investment in post-July 1981 facilities upstream from the delivery
point. '
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WEXPRO COMPANY

79 SOUTH STATE STREET - P Q. BOX 070 - SALT LAKE CITY, UTAH 84147 - BOt 530-2700

AR PRt ) ’ “‘ '
HECE!VED ‘December 14, 1983
- DECOg1gg7. -
e wt DISION OF <2109 miern vl

!PUBUClIHUTFS"

Wexpro Sett]ement Agreement Mon1tors

Gentlemen: «

RE: De11very Poxnt at the Butcher Kn1fe and Church Buttes F1e1ds
' Sweetwater County, Wyoming

:- Wexpro Company respectfu]]y requests concurrence from the Hydrocarbon
Monitor and Accounting Monitor to Wexpro’ s 1nterpretat10n of the dellvery
paints in the captioned fields.

FACTS

The Butcher Knife Springs field consists of wells 1;'2,L4,'5 and 6 and a
Butcher Knife sweetening plant. Welis 1, 2, 4 and 5 °produce sour gas thus
necessitating sweetening and well No. & produces sweet natural gas and oil.

Attached Exhibits 1 and 2 are maps showing the we]] fac111t1e5 and the
related production equ1pment plants and 1atera1s.

The Church Buttes field consists of wells 1, 2, 3, 4, 7, 8, 9, 10, 11,
13, 16, 19, 20, 21, 22, 25, 26, 27, 28, 29 and 30 at the time of the execu-
tion of the Wexpro Settlement Agreement and also the Church Buttes absorption
plant.

Gathering laterals are installed in both fields and a collection lateral

No. 703 runs from the Butcher Knife sweetening plant to the Church Buttes
absorption plant.

PROBLEM

Because of the joint ownership with others of many of the facilities and
the overlapping necessity of two-sweetening and absorption plants, Wexpro .
desires confirmation from. the Monitors of the appropriate delivery point in
the Butcher Knife and Church Buttes fields. Wexpro also seeks confirmation
of the appropr1ateness of Wexpro's undertaking of operating responsibilities

and of investment in post- JuTy 1981 fac111t1es upstream from the delivery
p01nt .
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Wexpro Settlement Agreement Monitors
December 14, 1583
Page 2

WEXPRO AGREEMENT LANGUAGE

With respect to the production of hydrocarbons from certain natural gas
wells and reservoirs designated "prior Company wells,” 1/ and "productive gas
reservoirs,” 2/ the Wexpro Agreement provides:

Wexpro will own all operating rights and will be the operator of
all facilities related to [Account 101/105] leaseholds. Wexpro
will fund and drill or cause to be funded and drilled all necessary
and appropriate development wells on these properties and provide
the necessary facilities which in its opinion will be reasonably
and prudently necessary to efficiently produce the hydrocarbens in
the productive gas reservoirs.

Wexpro Agreement Section 111-2(b).
The Agreement further provides:

Although Wexpro will have no ownership in the natural gas, natural
gas liguids or oil produced from productive gas reservoirs, as
operator it will bill the Company for the services it performs and
for the use of the facilities it has instailed to produce the
Company's natural gas, natural gas liquids and oil.

Wexpro Agreement Section 111-5(a).
The operator service fee provisions of the Wexpro Agreement set forth in
Exhibit E provide that Wexpro will be reimbursed for its operating expenses
including:
Reasonable and necessary operating expenses incurred by Wexpro and
allocated to the production, gathering, treatment and disposition
of hydrocarbons.

Wexpro Agreement, Exhibit E, Para. 1.

1/"Prior Company well" is defined as "A well completed on or before July
31, 1981, and capitalized in the Company's utility accounts on that date.
- A1l prior Company wells are identified and 1isted on Schedule 3(b)." Wexpro
Agreement, Section 1-22. . ,

2/"Productive gas reservoir” is defined as "A portion of a pool under-
lying an Account 1017105 leasehold or a transferred leasehold into which a
prior Company well was completed on or before July 31, 1981. All productive
gas reservoirs are ijdentified on Schedule 3(a)." Wexpro Agreement, Section
I-25. - : g ' o o
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Wexpro Settlement Agreement Monitors
December 14, 1983
Page 3

Among the wells designated prior Company wells under the terms of the
Wexpro Agreement were Butcher Knife wells numbered 1, 2, 4, 5 and 6 and
Church Buttes wells numbered 1, 2, 3, 4, 7, 8, 9, 10, 11, 13, 16, 19, 20, 21, )
22, 25, 26, 27, 2B, 29 and 30.

Wexpro Agreement, Schedule 3(b}.
The Wexpro Agreement defines "well" as follows:

The well bore and ail underground and surface materials and facil-
ities instaliled 1in connection with drilling into the earth's
surface for the production or injection of hydrocarbons and sub-
stances. The term "well" includes all the appurtenant facilities.

Wexpro Agreement, Section I-14,
The appurtenant facilities referred to above include:

Those facilities, downstream from the well head, ‘to and including
the delivery point, that are necessary to make the products accept-
able for delivery including, but not 1limited to, compression,
transportation, gathering, separation, treating and certain pro-
cessing facitities.

Wexpro Agreement, Section I-15.
The "delivery point" is defined as:

That point under standard industry practice, at which a purchaser
of 0il or natural gas liquids or natural gas takes delivery from
the producer. This will generally be (i) at the inlet side of the
dehydration unit for gas deliveries and (ii) at the outlet side of
tankage or other storage facilities for o0il or natural gas liquid
deliveries.

Wexpro Agreement, Section I-16.

Concerning post-July 1981 investments in-productive gas reservoirs or
cormercial development gas wells, Section III-4 of the Agreement provides:

_Any investment made in the productive gas reserveirs after July 31,

1981, and in commercial development gas wells {inciuding appurte-
nant facilities}, will not be capitalized dinto the Company's
utility accounts but will be capitalized by Wexpro and Wexpro will
be compensated for these investments by the Company as provided in
Section 11I-5. Necessary facilities installed downstream from the
delivery point will be capitalized in the Company's - utility
account. : )
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_Wexpro Settlement Agreement Monitors
December 14, 1983
Page 4

The Wexpro Agreement also states:

The delivery of natural gas and natural gas liquids produced under
the provisions of this Article II1 will be at the delivery point
(defined in Section I-16), and all costs of receiving, processing
and gathering the natural gas and natural gas liguids and all the
necessary investment at and downstream from such a point will be
the responsibility of the Company.

Wexpro Agreement, Section II1I-7. 3/

BUTCHER KNIFE AND CHURCH BUTTES

With respect to the Butcher Knife sweetening plant, it has been deter-
mined by Wexpro that additional dinvestments are necessary to the gas
treatment facilities. The plant provides treatment of sour gas produced from
five wells including four of the Company's Butcher Knife wells. Through five
separate gathering pipe lines, sour o0il and gas production is transported to
the Butcher Knife plant where the liquids and gas are separated and then
metered at five separate inlet meters. These inlet meters are points where
the third party unit participants deliver possession of gas production to
Mountain Fuel (or its designate, Mountain Fuel Resources, Inc., "Resources")
for processing. The inlet meters are used to allocate production proceeds at
the tail gate of the plant.

Under a typical gas purchase agreement involving sour gas at the Butcher
Knife plant, the following definition for the "delivery point" of purchased
gas is found: : .

The delivery point of gas deliverable hereunder shall be at a
central delivery point located on the discharge side of buyer's
processing plant and/or at such other point{s) as may be mutually
designated in writing by the parties hereto. The volumes of gas
purchased hereunder will be sellers pro-rata share of the total

3/With respect to natural gas produced from prior- Wexpro wells and
productive 0il reservoirs, the Wexpro Agreement similarly provides:

The deélivery of natural gas produced under the provisions of this
Article 11 will be at the_delivery point {defined in Section I-18),
and all costs of receiving the natural -gas and all the necessary
investment at and downstream from such a point will be the respon-
sibility of the Company. '

Wexpro Agreement, Section II-10.
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voiume of gas delivered to the inlet of Buyer’s processﬁng plant.
Title to and ownership of such gas shall pass to an absolutely vest
in Buyer at the prescribed point(s) of delivery. 4/

Aminoil USA, Inc., Morgan-Gas
Purchase Agreement dated March 4,
1980, Section ViI-1.

After Resources takes title to the purchased gas and possession of
Mountain Fuel gas at the discharge side of the Butcher Knife plant, the gas
is commingied with gas from Butcher Knife well No. 6 and from the Henry Unit

and the Hank's Hollow area and transported through lateral No. 703 to Church
Buttes. .

Butcher Knife Well No. 6 and these two other areas have their own meters
- and "delivery points" at the inlet side of the respective dehydration units.
Gas production from lateral No. 703 is commingled with Church Buttes gas
production and then processed through the Church Buttes absorption plant.
Here additional processing removes some of the heavier hydrocarbons from the
Butcher Knife gas. The "delivery point" for Church Buttes purchased gas has
been designated at the discharge side of the Church Buttes plant under the
Church Buttes gas purchase agreements. Gas js then transported to Resources'
main transmission lines for further transportation and ultimate distribution.

4/The language of one of the typical gas and condensate processing
contracts states: '

The point of delivery of gas and condensate per measurement,
sampling and for allocation of stabilized plant cendensate purposes
shall be at the measurement stations installed by Processor on the
overhead gas discharge and bottom condensate, respectively, of each
of the producers' primary separators.

Redelivery of residue gas by Processor to Producer shall be at the
residue gas measurement station installed by Processor at the
discharge side of the plant.

Aminoil USA, Inc., Gas and Condensate
Processing Contract, dated March 4,
1980, Section IIT-3, 4; Yates Petro-
Jeum Corporation, Gas and Condensate
Processing Contract, dated August 21,

1979, Section III-3, 4.

While this 1anguage accurately describes the de11very and pro-
tessing responsibilities in a producer/processor relationship, it does not
directly deal with "that point . . . at which a purchaser of o0il or natural
gas liquids or natural gas takes delivery from the producer.”
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A geographic map of the Church Buttes and Butcher Knife areas has been
prepared and amplified with additional information concerning the physical
facilities which are located in the area showing the wells, separation,
dehydration, sweetening and absorption facilities. The flow of gas, whether
it be Company-owned production or gas purchased from other sources is also
shown. With respect to purchased gas, the delivery points specified in each
of the pertinent gas purchase agreements for such gas purchases are shown.

Delivery Point at the Outlet of the Butcher Knife Plant.

The delivery point for Company-owned gas production coincides with the
delivery point for purchased gas production. 5/ The 1line drawn between
Wexpro responsibilities and Mountain Fuel responsibilities is consistent
regardless of the source of gas. The delivery point also coincides with the
gas purchase agreements for gas purchases from the Butcher Knife field.
Thus, the delivery point determination in the Butcher Knife situation can be

objectively made by 1ook1ng to the delivery point in co-producer gas purchase
agreements.

CONCLUSION

The Wexpro Agreement assigns Wexpro the operating and investment respon-
sibilities for facilities needed in the production of Company-owned hydro-
carbons from prior Company wells for any appurtenant facilities that Tie
upstream from the "delivery point." The Agreement defines that "delivery
point” as being the point under standard industry practice at which a pur-
chaser takes delivery of gas production from the producer. The delivery
points which already exist with respect to gas being purchased from co-
producers are the best evidence of where the delivery points defined in the
Wexpro Agreement should be.

As applied to the Butcher Knife/Church Buttes area, this determination
of the "delivery point" would mean that the delivery point for Company-owned
gas processed through the Butcher Knife plant would be at the outlet of that

5/The language of a typical gas purchase agreement in the Butcher Knife
area involving sweet gas, not requiring -processing or treatment through the
Butcher Knife plant, states:

. The delivery. point for gas deliverable hereunder shall be located
- on the inlet side of the dehydrat10n unit installed by Buyer at the
well head . . . .

Aminoil, USA, Inc., Dakota-Gas
Purchase Agreement, dated August 29,
‘1979, Section VII-1.
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plant. Gas produced in the Church Buttes area would have a delivery point at
the outlet of the Church Buttes plant. The resulting assignment of operating
responsibilities between Wexpro and Mountain Fuel pursuant to the Wexpro
Agreement would mean that Wexpro would assume initial responsibility for the
operation of the Butcher Knife and Church Buttes plants. The responsibility

for new investments in sweetening facilities at the Butcher Knife plant also
falls to Wexpro. o

The language used in such gas purchase agreements fits the defini-
tion of “delivery point" as used in the Wexpro Agreement and constitutes one
of the examples used in defining delivery point.

o — . ) Sincerely, :
WM
ckb
APPROVED this day of , 1985,
BALL ASSOCIATES, LTD. PRICE WATERHOUSE
e :
By ,¢,>c14~5aé2n7 613554€af7 By /ﬁZQ/ZAAZ;»/
Date Pl T Date __ Zeplerrt /285
UTAH DIVISION OF PUBLIC UTILITY STAFF OF WYOMING PUBLIC SERVICE
COMMISSTION

By __~ : By .

Date ' ] ’ Bate

Page 67 of 68
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