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Appendix A
WATER CUSTODY TRANSFER AGREEMENT

This WATER CUSTODY TRANSFER AGREEMENT is made effective May 17, 2012,
(“Effective Date”), by and between Axia Energy (“Axia”) and Encana Oil and Gas (USA), Inc.
(“Encana”), sometimes referred to collectively as “Parties” or singularly as “Party” or
“Supplier/Shipper” or “Receiver”.

RECITALS

A. The Parties entered into this Water Custody Transfer Agreement made effective May
17, 2012, pursuant to which the Parties set forth the terms and conditions for possible
transfers of water from either company’s operations in the Piceance Basin of
Colorado. Actual transfers of water shall be also subject to the specific terms and
conditions of Records of Transfer. This Water Custody Transfer Agreement together

with executed Records of Transfer, if any, shall be referred to as the “Water Transfer
Agreement” or “Agreement”.

B. The water subject to the transfer under this Water Transfer Agreement consists
primarily of produced water from non-tributary, non-coalbed methane wells and

flowback water from the Parties respective completion operations (collectively
“Production/Flowback Water”).

C. Transfer of Production/Flowback Water between the Parties is expected to
significantly reduce water disposal volumes, wastes, haul distances, and truck traffic
and monetary costs, in addition to being consistent with State of Colorado regulatory

agencies’ objectives of resource conservation, waste minimization and recycling and
re-use of water.

D. The Parties desire to include this Water Custody Transfer Agreement as an Appendix
to the Production Water Reuse and Waste Minimization Plan to give notice of the
existence of the Water Transfer Agreement and the legal responsibility for
Production/Flowback Water transferred between the Parties.





AGREEMENT

NOW, THEREFORE, in consideration of the covenants and conditions contained herein,
Axia and Encana agree as follows:

Term. The Water Transfer Agreement shall be in effect for all time periods and volumes of
Production/Flowback Water transferred between the Parties until terminated by either Party by
providing written notice to the other Party at least thirty (30) days prior to the effective date of
the termination, The terminating Party is also responsible for notifying the COGCC in writing of
the termination of the Water Transfer Agreement between the Parties.

Custody Transfer. It is agreed that the transferring company (“Supplier/Shipper”) shall
maintain all legal and regulatory responsibility, custody and control for any
Production/Flowback Water that is transferred under this Agreement until such time as it is
Delivered to the receiving company (“Receiver”) or its designee at which point the Receiver will
assume all legal and regulatory responsibility, custody and control for the Production/Flowback
Water. For purposes of this Agreement, “Delivered” or “Delivery” shall mean the instant the
water leaves the water truck(s) or water pipeline(s) at the mutually agreed upon Transfer
Location of the Transferee. The Party having legal custody of the Production/Flowback Water,
as described in this Paragraph, shall be the Party with primary responsibility for any spills or
releases of Production/Flowback Water, including notifications and clean-up, if and as
applicable.

Quality. Supplier/Shipper shall verify that the quality of its Production/Flowback Water is
suitable for the intended use by the Receiver and shall maintain laboratory analytical results for
the water samples that are representative of the Production/Flowback Water quality.

Record Keeping and Reporting. The Supplier/Shipper shall be the primary Party to maintain
records of its Production/Flowback Water and all transfers of Production/Flowback Water
between the Parties in accordance with applicable laws and promulgated regulations. The
Supplier/Shipper shall provide copies of its Record of Transfer within 30 days of completing the
transfer. The Supplier/Shipper shall be responsible for preparing and submitting an Annual
Report to the COGCC which summarizes its respective Production/Flowback Water transfers for
the previous calendar year. The Annual Report will include a spreadsheet that summarizes the






information contained in the Record(s) of Transfer. The annual report for the previous calendar
year will be submitted to the COGCC by February 15 of the following year.

Usage. The Supplier/Shipper warrants and represents that it has the right to use and consume all
of the Production/Flowback Water to be delivered to the Receiver and that such
Production/Flowback Water will come from non-coalbed methane wells determined to be “non-
tributary” in accordance with applicable laws and regulations. In addition, the Supplier/Shipper
warrants and represents that it has complied with all water permitting and related other legal

requirements concerning its Production/Flowback Water, including but not limited to any
requirements from the Colorado State Engineer’s office.

Compliance. Each Party shall comply with all applicable laws and promulgated regulations of
governmental entities having jurisdiction over the Production/Flowback Water, the Transfer
Location, or the transfer process including without limitation: a) maintaining an approved plan
for the management of its Production/Flowback Water and its reuse; b) timely notifying and
reporting reportable spills or releases of Production/Flowback Water; ¢) maintaining laboratory
analytical results of representative samples of its Production/Flowback Water and waste
generatot/transfer records; d) conducting and maintaining records of environmental, health, and
safety training of personnel and procedures, and €) submitting electronically an annual report to
the COGCC summarizing water transfers for the previous calendar year by February 15 of the
following year. Each Party shall also comply with all written environmental, health and safety

policies and procedures provided to it by the other Party pertaining to the Transfer Location or
the transfer process.

Relationship of the Parties. Neither Party is the partner, agent, or legal representative of the
other, and there is no fiduciary relationship between them.

No Third Party Beneficiary Rights. This Water Transfer Agreement shall be construed to

benefit the Parties and their respective successors and assigns only, and shall not be construed to
create third party beneficiary rights.

Entire Agreement; Successors and Assigns. This Water Transfer Agreement contains the
entire understanding of the Parties and supersedes all prior agreements and understandings
between the Parties relating to the subject matter hereof. This Water Transfer Agreement shall

be binding upon and inure to the benefit of the respective successors and permitted assigns of the
Parties.






IN WITNESS WHEREOF, the Parties have exccuted this Water Transfer Agreement
effective as of the date first above written.

NN
By . v
Jeff Villalobos
Group Lead, Completions
SRBU — North Piceance
Encana Oil and Gas (USA), Inc.

A —

Adam Saﬂf:rs
Executive Vice Premdent
Axia Energy, LLC






Exhibit A
to
Memorandum of
Master Production Water Custody Transfer Agreement
Between Axia Energy, LLC (“Axia”)
and Encana Oil and Gas (USA) Inc. (“Encana®)

RECORD OF PRODUCTION WATER TRANSFER

Proposed Transfer/Transport Date(s): Pickup Time:
Actual Transfer/Transport Date(s): Delivery Time:
SUPPLIER/SHIPPER RECEIVER
Company: Company:
Representative: Representative:
Printed Name: Printed Name:
Signature: Signature:
Phone: Phone:
Source Location Name/ID: Transfer Location Name/ID:

Point of Custody Transfer: At the Transfer Location unless otherwise specified below or by
attachment(s).

Volume Transferred: Proposed Volume bbls

Actual Volume bbls

Name & Contact Information of Trucking/Transfer Company:

Water Transfer and Volume Records: Attach haul tickets or other volume documentation. The Shipper is

responsible for maintaining laboratory analytical results for a representative sample of the Production Water
being transferred.

Record Retention: Upon completion of transfer, ensure that both Shipper and Receiver receive a

completed copy of this finalized form together with such volume and other records as necessary to meet
COGCC recordkeeping requirements.

Record Retention Period: 5 years from Actual Transfer/Transport Date unless otherwise specified below
or by attachment(s).

Special Instructions: None unless otherwise specified below or by attachment(s).






DOCUMENT

Page 1 #2224740
FORM
4 State of Colorado S R
Rev 12105 Oil and Gas Conservation Commission _
1120 Lincoln Street, Suite 801, Denver, Colorado 80203 Phone: (303)894-2100 Fax:(303)834-2109 ReCelved
SUNDRY NOTICE 5/21/2012
Submit original plus one copy. This form is to be used for general, technical and environmental sundry Information. For R |f|e COGCC
proposed or completed operations, describe in full on Technical Information Page (Page 2 of this form.) Identify well or
other facility by API Number or by OGCC Facility ID. Operator shall send an informational copy of all sundry notices for
wells located in High Density Areas to the Local Government Designee (Rule 603b.)
1. OGCC Operator Number: 10335 4. Contact Name
2. Name of Operator.  Axia Energy, LLC Taryn Frenzel C°mp'etg;2§l$tstf°hme“t
3. Address: 1430 Laramer Street, Suite 400 Phone:  720-746-5213
City: Denver, State:  CO Zip 80202 Fax: 720-746-5201 OP 0GCC
5. API Number NA OGCC Facility ID Number 421047 Survey Plat
6. Well/Facility Name: Water Handling Facility 7. Well/Facility Number  NA Directional Survey
8. Location SWSE Section 23-T9S-R95W Surface Eqpmt Diagram
9. County: Mesa 10. Field Name: Kimball Creek Technical Info Page X
11. Federal, Indian or State Lease Number: Other: X

General Notice

DCHANGE OF LOCATION: Attach New Survey Plat {a change of surface qtr/qir is substantive and requires a new permit)

FEL/FWL

Change of Surface Footage from Exterior Section Lines:

Change of Surface Footage to Exterior Section Lines:

Change of Bottomhole Footage from Exterior Section Lines:

FNLFSL
L T L |
L LT |
I Ry B |
Change of Bottomhole Footage to Exterior Section Lines: I:I D | I
Bottomhole location Qtr/Qfr, Sec, Twp, Rng, Mer

attach directional survey

Latitude Distance to nearest property line Distance fo nearest bldg, public rd, utility or RR

Longitude Distance to nearest lease line Is location in a High Density Area (rule 603b)?  Yes/No
Ground Elevation Distance to nearest well same formation Surface owner consultation date:

GPS DATA:

Date of Measurement PDOP Reading Instrument Operator's Name
I:ICHANGE SPACING UNIT _ I:IRemove from surface bond

Formation Formation Code  Spacing order number Unit Acreage Unit configuration Signed surface use agreement attached

I
[ ]cHANGE OF OPERATOR (prior to drilling): [ JcHANGE WELL NAME NUMBER
Effective Date: From:

Plugging Bond: I:l Blanket I:I individual To:

Effective Date:

[_]ABANDONED LOCATION:

Was location ever built? I:I Yes D No
I—__I Yes D No

Is site ready for Inspection?
Date Ready for Inspection:

DNOTICE OF CONTINUED SHUT IN STATUS
Date well shut in or temporarily abandoned:

I:INO

Has Production Equipment been removed from site? I:l Yes
MIT required if shut in longer than two years. Date of last MIT

[Jspup DATE:

DREQUEST FOR CONFIDENTIAL STATUS (6 mos from date casing sef)

]

Method used Cementing tool setting/perf depth

SUBSEQUENT REPORT OF STAGE, SQUEEZE OR REMEDIAL CEMENT WORK
Cement volume

*submit cbl and cement job summaries
Cement top Cement bottom Date

l [

I:IRECLAMATION: Attach technical page describing final reclamation procedures per Rule 1004.

Final reclamation will commence on approximately

Final reclamation is completed and site is ready for inspection.

Technical Engineering/Environmental Notice

DNoﬁce of Intent

Approximate Start Date:

I:IReport of Work Done
Date Work Completed:

Details of work must be described in full on Technical Information Page (Page 2 must be submitted.)

I:llntent to Recomplete (submit form 2)
DChange Drilling Plans

I:IGross Interval Changed?
DCasing/Cementing Program Change

I:IRequest to Vent or Flare

DRepair Well

[ Jrule 502 variance requested
Other: Water transfer/re-use agrmnt

[ Je&p waste Disposal
I:lBeneﬁciaI Reuse of E&P Waste
[:]Status Update/Change of Remediation Plans

for Spills and Releases

N
I hereby certify t/h/arﬁe stg(emer%n this fo
7/ /
Signed: e N

Print Name:

£ o
7
Tafyn Frenzel

‘are, to the best of my knowledge, true, correct and complete.

Date: 05/17/112 Email: tirenzel@axiaenergy.com

Title: Sr. Completion Engineer

Digitally signed by Linda Spry O'Rourke

1 ! : cn=Linda 'Rourke, o=Co. Oil as Conservation Commission, ou=EPS-
COGCC Appl’oved: LI n d a S p ry O RO u rke Titie zgl"‘hwelhst CRiegsif):\y, SmRai\:rin’da.scprygrl)i‘li@stca‘e.co.ust, c:UCS D.ateEPS 5/22/2012

CONDITIONS OF APPROVAL, [F ANY:

See conditions of approval

(COA)on page 2 of this

DateT 201270522 15706707 =06 00

sundry.



Spryorol

Text Box

Received
5/21/2012
Rifle COGCC
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See conditions of approval (COA)on page 2 of this sundry.
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Page 2

el

o TECHNICAL INFORMATION PAGE FOR OGCC USE ONLY
Rev 12/05 Received
5/21/2012
OGCC Operator Number: 10335 APl Number: NA Rifle COGCC

Name of Operator: Axia Energy, LLC OGCC Facility ID # 421047
Well/Facility Name:  Water Handling Facility Well/Facility Number: NA
Location SESE Section 23 T9S-R95W  Mesa County, CO

completed. This form shall be transmitted within 30 days of work completed as a "subsequent” report and must accompany

(This form is to be completed whenever a Sundry Notice is submitted requiring detailed report of work to be performed or
Form 4, page 1.

DESCRIBE PROPOSED OR COMPLETED OPERATIONS

The attached documents are submitted for your review/approval for the produced/flow back water transfer
between Axia and EnCana. The sundry request is specificially for the transfer of produced/flow back water
from Water Handling Facility ID 421047 located in Mesa County, CO to EnCana’s staging point, specifically the
Standard Shale 6401 pad (Location ID: 323905). Water will be used for fraccing at EnCana'’s Kimball Mtn

B0O7 799 pad (Location ID: 383216) and KM CO08 799 (Location ID: 423633). All facilities are located in
Garfield County, CO.

The produced/flow back water will be tranfered using water trucks.

The following documents are provided for your review:

- Transfer Operator Water Transfer and Reuse Plan

Notes -

Sundry attachments include:

Appendix A water Custody Transfer Agreement.Axia.signed.5.17.12.pdf
Axia Water Analysis.pdf

Prod Water Reuse Waste Min Plan.Axia.Signed.5.17.12.pdf

Previous communications reported that Axia's Water Handling Facility (ID 421047) generates
approximately 1100 bbls/day of non-tributary produced and flow back water from drilling and
completion operations in the Buzzard Field (Well APIs 05-077-10137, 05-077-10124,
05-077-10120, and 05-077-10119) which could be used in this water transfer.

COAs:

1. If locations are in a sensitive area because of its proximity to surface water, Operator must
ensure 110% secondary containment for any volume of fluids contained at the Water Handling
Facility site during natural gas development activities and operations; including but not limited
to, construction of a berm or diversion dike, diversion/collection trenches within and/or outside
of berms/dikes, site grading, or other comparable measures (i.e. Best management Practices
(BMPs) associated with stormwater management) sufficiently protective of nearby surface
water. Any berm constructed at the well pad location will be stabilized, inspected at regular
intervals (at least every 14 days), and maintained in good condition.

2. Operator must implement Best Management Practices to contain any unintentional release
of fluids, including any fluids conveyed via temporary surface pipelines.

3. Operator shall provide overflow protection for each tank proposed, if tanks are used.

4. Operator proposes that the transfer facilities/locations will be in operation for a period less
than three (3) years. Should the operation of this facility continue more than three years, a
form 28 shall be submitted and approved before the three-year anniversary date of the first use
of the transfer facility/location.

5. Approval of this plan is contingent upon analytical laboratory results for representative
samples of Axia's produced water from Water Handling Facility ID 421047. Analytical suite
shall include all testing methods described on pages 5-6 of this Produced Water Reuse Waste
Minimization Plan. Operator shall reference the remediation number assigned to this Waste
Transfer Agreement and submit analytical data within 60 days from Sundry approval date.

6. Termination of activities: both Axia and Encana shall notify the COGCC via Sundry Form 4
immediately upon termination of activities.




Spryorol

Text Box

Notes - 
Sundry attachments include:
Appendix A water Custody Transfer Agreement.Axia.signed.5.17.12.pdf
Axia Water Analysis.pdf
Prod Water Reuse Waste Min Plan.Axia.Signed.5.17.12.pdf
.
Previous communications reported that Axia's Water Handling Facility (ID 421047) generates approximately 1100 bbls/day of non-tributary produced and flow back water from drilling and completion operations in the Buzzard Field (Well APIs 05-077-10137, 05-077-10124, 05-077-10120, and 05-077-10119) which could be used in this water transfer. 
COAs:
1. If locations are in a sensitive area because of its proximity to surface water, Operator must ensure 110% secondary containment for any volume of fluids contained at the Water Handling Facility site during natural gas development activities and operations; including but not limited to, construction of a berm or diversion dike, diversion/collection trenches within and/or outside of berms/dikes, site grading, or other comparable measures (i.e. Best management Practices (BMPs) associated with stormwater management) sufficiently protective of nearby surface water. Any berm constructed at the well pad location will be stabilized, inspected at regular intervals (at least every 14 days), and maintained in good condition.
2. Operator must implement Best Management Practices to contain any unintentional release of fluids, including any fluids conveyed via temporary surface pipelines.
3.  Operator shall provide overflow protection for each tank proposed, if tanks are used.
4. Operator proposes that the transfer facilities/locations will be in operation for a period less than three (3) years.  Should the operation of this facility continue more than three years, a form 28 shall be submitted and approved before the three-year anniversary date of the first use of the transfer facility/location.
5.  Approval of this plan is contingent upon analytical laboratory results for representative samples of Axia's produced water from Water Handling Facility ID 421047.  Analytical suite shall include all testing methods described on pages 5-6 of this Produced Water Reuse Waste Minimization Plan.  Operator shall reference the remediation number assigned to this Waste Transfer Agreement and submit analytical data within 60 days from Sundry approval date.
6. Termination of activities: both Axia and Encana shall notify the COGCC via Sundry Form 4 immediately upon termination of activities.
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5/21/2012
Rifle COGCC
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		Linda Spry O'Rourke










Grand Junction District Laboratory
2403 River Road
Grand Junction Colorado
Phone (970) 241-0592
Fax  (970) 241-2144
Baker Hughes

Prepared for

Knowles Enterprise

Axia
0
Mesa County, Colorado

Formation

Water Analysis
Source

Testing Results
Prepared for

Steve Searcy

Laboratory Project No. W04262012 KE
Prepared By:

Tina Reese

Grand Junction District Laboratory
Grand Junction Colorado

4/26/2012





Baker Hughes Inc.
Grand Junction District Laboratory
Water Analysis Report

Project # W04262012 KE
Customer/Well Information )

Company: Knowles Enterprise Date: 4/26/2012
Well Name: Axia Prepared for: Steve Searcy
Location: 00-000-00000 Submitted by: 0

State: Mesa County, Colorado Prepared by: Tina Reese
Formation: Water Type: Source
Depth: 0

Reason for Testing: Potential Fracturing Water (Slick Water)

Completion type:

Well History:

Comments:

Sample Characteristics

Sample Temp: 74 (°F) Viscosity: N/D
pH: 7.88 Color: Lt Brown
Specific Gravity: 1.022 Odor: N/D
S.G. (Corrected): 1.025 @ 60 °F Turbidity: N/D
Resistivity (Calc): 0.15 Q-m Filtrates: N/D
Sample Composition ) :
CATIONS mgl/l mell ppm
Sodium (calc.) 17858 776.8 17473
Calcium 160 8.0 157
Magnesium 49 4.0 48
Barium 0.0 0
Potassium 0.0 0
iron 7.00 0.3 6.85
ANIONS
Chloride 26550 748.9 25978
Sulfate 150 3.1 147
Hydroxide 0 0.0 0
Carbonate <1 o o
Bicarbonate 2440 40.0 2387
SUMMARY
Total Dissolved Solids(calc.) 47214 46197
Total Hardness as CaCO3 601 12.0 588
CaCO83 Factor 391376 Calcium Carbonate Scale Probability --> REMOTE
CaS04 Factor 24060 Calcium Sulfate Scale Probability ------- > REMOTE
Stiff Plot W

Na &K cl
Ca HCO3
Mg S04






CONDITIONS OF APPROVAL
Axia Energy, LLC Location ID: 421047
Encana Location IDs 323905, 383216 and
423633
Axia Energy, LLC and Encana Oil and Gas (USA) Inc Transfer and Receiving Water Reuse Plans

COA- APPROVAL OF THIS PLAN 1S CONTINGENT UPON ANALYTICAL LABORATORY RESULTS FOR
REPRESENTATIVE SAMPLES OF AXIA ENERGY, LLC PRODUCED AND FLOWBACK WATER FROM
LOCATION ID 421047, RESULTS SHALL BE SUBMITTED TO THE COGCC WITHIN 45 DAYS OF
APPROVAL OF THIS PLAN. ANALYTICAL LABORATORYANALYSIS SHALL INCLUDE:

+  VOLATILE ORGANIC COMPOUNDS EPA METHOD 624 (GC/MS)
- SEMI-VOLATILE ORGANIC COMPOUNDS EPA METHOD 625 (GC/MS)
- DISSOLVED METALS EPA METHOD 200.7 (ICP)

+ DISSOLVED INORGANICS (NON-METALS) EPA METHOD 300.0 (IC)

o Br,Cl,F Nitrate/Nitrite, Sulfate
e GENERAL WATER QUALITY PARAMETERS

o SPECIFIC CONDUCTANCE EPA METHOD 300.0 (IC)
o HARDNESS EPA METHOD 130.1
o TOTAL DISSOLVED SOLIDS EPA METHOD 160.1
o pH EPA METHOD 150.2
o ALKALINITY EPA METHOD 310.1
«  GROS3 ALPHA AND BETA RADIOACTIVITY EPA METHOD 900.1

COA — IF LOCATIONS ARE IN A SENSITIVE AREA BECAUSE OF ITS PROXIMITY TO SURFACE WATER
OPERATOR MUST ENSURE 110 PERCENT SECONDARY CONTAINMENT FOR ANY VOLUME OF FLUIDS
CONTAINED AT THE WATER HANDLING FACILITY SITE DURING NATURAL GAS DEVELOPMENT ACTIVITIES
AND OPERATIONS; INCLUDING, BUT NOT LIMITED TO, CONSTRUCTION OF A BERM OR DIVERSION DIKE,
DIVERSION/COLLECTION TRENCHES WITHIN AND/OR OUTSIDE OF BERMS/DIKES, SITE GRADING, OR
OTHER COMPARABLE MEASURES (1.E., BEST MANAGEMENT PRACTICES (BMPS) ASSOCIATED WITH
STORMWATER MANAGEMENT) SUFFICIENTLY PROTECTIVE OF NEARBY SURFACE WATER. ANY BERM
CONSTRUCTED AT THE WELL PAD LOCATION WILL BE STABILIZED, INSPECTED AT REGULAR INTERVALS
(AT LEAST EVERY 14 DAYS), AND MAINTAINED IN GOOD CONDITION.

COA - OPERATOR MUST IMPLEMENT BEST MANAGEMENT PRACTICES TO CONTAIN ANY UNINTENTIONAL
RELEASE OF FLUIDS, INCLUDING ANY FLUIDS CONVEYED VIA TEMPORARY SURFACE PIPELINES.

COA - OPERATOR SHALL PROVIDE OVERFLLOW PROTECTION FOR EACH TANK PROPOSED IN THE
FACILITY PLANS, IF TANKS ARE USED.

COA - OPERATOR PROPOSES THAT THIS FACILITY WILL BE IN OPERATION FOR A PERIOD OF LESS THAN
ONE YEAR. SHOULD THE OPERATION OF THIS FACILITY CONTINUE MORE THAN ONE YEAR, A FORM 28
SHALL BE SUBMITTED AND APPROVED BEFORE THE ONE-YEAR ANNIVERSARY DATE OF THE FIRST USE
OF THE TRANSFER FACIITY/LOCATION.

COA-TERMINATION OF ACITIVITES: BOTH AXIA AND ENCANA SHALL NOTIFY THE COGCC VIA SUNDRY
IMMEDIATELY UPON TERMINATION OF ACTIVITIES.

COA-AXIA AND ENCANA WILL EACH SEPERATELY SUBMIT AN ANNUAL REPORT TO THE COGCC
SUMMARIXZING THE TRANSFER OF PRODUCTION WATER (BOTH AS TRANSFER AND RECEIVING
OPERATOR) DURING THE CALENDAR YEAR AND INCUDING LABORATORY ANALYTICAL RESULTS FOR
REPRESENTATIVE SAMPLES(S) OF THE PRODUCTION WATER PROVIDED AS THE TRANSFER/RECIEVER.
THE ANNUAL REPORT SHALL BE SUBMITTED ON OR BEFORE THE ANNIVERSAY OF THE FIRST DATE OF
TRANSFER.
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Production Water Reuse
And
Waste Minimization Plan

For
Water Transfers Between

Axia Energy LLC
And
Encana Oil and Gas (USA), Inc.

May 17, 2012
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Introduction

Axia Energy, LLC (“Axia”) and Encana Oil and Gas (USA) Inc. (“Encana”) are each currently and
separately engaged in natural gas exploration and production operations in the Piceance Basin,
which encompasses areas of Garfield and Mesa Counties, Colorado. Hydraulic fracturing
operations associated with completing individual natural gas wells in the Piceance Basin require
large volumes of water. A very significant percentage of the water used to conduct hydraulic
fracturing is provided by operators from recycling and reuse of formation water co-produced
with natural gas from their previously drilled production wells. In addition, the flowback water
obtained from the return of hydraulic fracturing fluids following well stimulation is recovered
for subsequent reuse during additional well completion operations. Producers typically operate
various permitted facilities, which include pits, tanks and ponds, needed to treat and store
produced water from its operations (“Production Water” as defined more specifically in

Appendix A’s Water Custody Transfer Agreement), to support recycling and reuse of water
during additional drilling, completion and workover activities.

Depending largely on the level and location of drilling activity, conditions may exist when and
where Axia Production and Flowback Water volumes exceed its available treatment and storage
capacity and Axia Production and Flowback Water is transferred for final disposal (with no
further possibility for recycling or reuse) to a licensed commercial disposal facility. Under other
conditions, Axia may need additional water to support its activities in new or peripheral areas
that are removed from its infrastructure of water gathering lines, and water treatment and
storage facilities or otherwise where its own supply of Production and Flowback Water may be
inadequate or inconvenient for that specific location or time.

Encana’s operations also occur in the Piceance Basin and in some areas are proximal to Axia’s

operations. Similarly, Encana’s operations experience conditions where its supply of Production
and Flowback Water is excessive or insufficient to meet its demands for drilling, completion and
workover activities for a given location or time. When either operator’s demand for makeup
water exceeds their current and foreseeable supply of Production and Flowback Water,
historically one recourse has been to extract fresh water from either company’s rightful water
rights and store and treat the fresh water for subsequent downhole use even though other
nearby operators may have an abundant supply of Production and Flowback Water that they
have no immediate or foreseeable need to use. The Colorado Qil and Gas Conservation
Commission (“COGCC”) approval of this Plan satisfies the “director approval” requirement to
reuse and recycle under COGCC Rules 907(a)(3) and (c){3).

Purpose
In order to establish a mutually beneficial relationship, that promotes the reuse of Production
and Flowback Water and avoids the withdrawal of precious fresh water supplies, Axia and

Encana have entered into a legally binding agreement, a copy of which is attached as Appendix
A, whereby volumes of each company’s Production and Flowback Water could be transferred to

Page | 2
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the other company, on an as-needed, as requested basis, for re-use in each other’s respective
drilling, completion, and workover operations.

Sharing via transfer of Production and Flowback Water between operators represents a best
management practice that promotes fresh water conservation, waste minimization, recycling,
and re-use; consistent with the stated regulatory objectives of various State agencies (DWR,
CDPHE and COGCC). This Production Water Reuse and Waste Minimization Plan (Reuse Plan) is

intended to satisfy the requirements of the COGCC Rule 907.a(3) for the reuse and recycling of
E&P Waste, which states:

Reuse and recycling. To encourage and promote waste minimization, operators may propose plans for
managing E&P waste through beneficial use, reuse, and recycling by submitting a written management
plan to the Director for approval on a Sundry Notice, Form 4, if applicable. Such plans shall describe, at a
minimum, the type(s) of waste, the proposed use of the waste, method of waste treatment, product

quality assurance, and shall include a copy of any certification or authorization that may be required by
other laws and regulations. The Director may require additional information]

Anticipated Benefits

Under this Reuse Plan, each party shall use reasonable and available means to safely transfer
Production and Flowback Water, in sufficient volumes and quality, to meet the other party’s
transfer requests, when mutually agreeable to do so. The benefits of this plan include:

e Shorter haul distances and an overall reduction of truck traffic on lease and county
roads, and state and federal highways, for an operator to supply and/or dispose of
Production and Flowback Water in the absence of sharing and transfer of Production
and Flowback Water between operators. This will result in:

o Lessroad damage

o Decreases in criteria air pollutions from water truck exhaust emissions and
fugitive dust

o Less noise

o Fewer accidents and spills involving water trucks

e Fewer fresh water withdrawals from surface water sources
Less reliance on injection wells for disposal of Production and Flowback Water, and
Increased operating efficiencies from reusing local supplies of Production and Flowback
Water to meet water demands for drilling, completion and workover activities.

Proposed Use, Transfer and Ownership of Production Water

To promote waste minimization, Encana, as the Receiver, will accept Production and Flowback
Water generated from Axia’s operations as the Supplier/Shipper in the Piceance Basin of
Colorado, if and when needed by Encana and as consented to by Axia, to support Encana’s
drilling, completion or workover operations. Axia’s Production and Flowback Water will be

delivered by pipeline or truck to a mutually agreed upon transfer location (“Transfer Location”
as identified in a Record of Transfer included as Exhibit A in Appendix A). Transfer locations will
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be COGCC approved locations or facilities, such as storage tanks on well pads, multi-well pits or
centralized E&P Waste Management Facilities. Transfer Locations will change over time as
activities conclude in one area and move on to other locales. Best management practices for
spill prevention and control will be applied at each Transfer Location. Axia will be responsible

for measuring and recording the volumes of Production and Flowback Water transferred
utilizing a Record of Transfer.

Similarly, Axia has agreed to accept Production and Flowback Water as the Receiver generated
from Encana’s operations as the Supplier/Shipper in the Piceance Basin of Colorado, if and
when needed by Axia and as consented by Encana, to support Axia’s drilling, completion or
workover operations. Encana’s Production and Flowback Water will be delivered by Encana to
a mutually agreed upon Transfer Location. Transfer Locations will be COGCC approved
locations or facilities, such as well pads, multi-well pits or centralized E&P Waste Management
Facilities. Transfer Locations will change over time as completion activities conclude in one
area and move on to other locales. Spill prevention and control Best Management Practices
will be applied at each Transfer Location. Encana will be responsible for measuring and
recording the volumes of Production and Flowback Water transferred utilizing a Record of
Transfer. The COGCC has determined that the activities contemplated herein do not qualify as
a Centralized E&P Waste Management Facility.

Axia shall maintain all legal and regulatory responsibility, custody and control for its Production
and Flowback Water until it is delivered to Encana. At the time of delivery Encana will assume
all legal and regulatory responsibility, custody and control for that Production and Flowback
Water. Similarly, Encana shall maintain all legal and regulatory responsibility, custody and
control for its Production and Flowback Water until it is delivered to Axia when Axia will assume
all legal and regulatory responsibility, custody and control for that Production and Flowback

Water. The Water Custody Transfer Agreement between Axia and Encana in Appendix A
provides the details of this arrangement.

In the event that one party desires to terminate the Water Transfer Agreement, written notice
shall be provided to the other party at least 30 days prior to the effective date of the
termination. In addition, the terminating party is also responsible for notifying the COGCC in
writing of the termination of the Water Transfer Agreement with the respective operator.

Source, Treatment and Quality of Production Water

The Supplier/Shipper will be responsible for identifying the source of the Production and
Flowback Water on the Record of Transfer, which will only include water from facilities
permitted by the COGCC including produced water storage tanks, multi-use or production
storage pits, and centralized E&P waste management facilities. The majority of natural gas
wells in the Piceance Basin are completed in the Williams Fork Formation, and a minority of the
wells are completed in the iles, Mancos and Niobrara Formations. Varying amounts of

formation water are co-produced with the natural gas from within these formations and over
the life of the well.
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This Reuse Plan recognizes the Colorado State Engineer Office’s (“SEO”) Rules for Produced
Nontributary Ground Water (C.R.S. § 37-90-137(7), 2 CCR 402-17) that govern the
administration of wells, including oil and gas wells, that dewater geologic formations by
withdrawing nontributary ground water to facilitate or permit the mining of minerals. Only
Production and Flowback Water derived from an operator’s nontributary oil and gas wells will
be allowed as a supply source for a transfer between operators to accommodate reuse under
this Reuse Plan. The operator acting as the Supplier/Shipper is responsible for ensuring that
only Production and Flowback Water from non-tributary and non-coalbed methane formations
is utilized as a source for water transfer and re-use by another operator.

Specifically, SEO Rule 17.7.D delineates geographic areas under which the ground water in
certain geologic formations is nontributary. Nontributary ground water in this area of the
Piceance Basin includes ground water from the currently producing formations of the
Undifferentiated, Middle, and Lower Wasatch Formation, the lles Formation, the Williams Fork
Formation, and the Undifferentiated Mesa Verde Group. The delineated areas and subject
formations defined as nontributary may be viewed through Division of Water Resources’ public
data viewing tools as they are developed and the data files describing the areas are also
available for downloading from the Division of Water Resources’ website,

Prior to transfer for reuse by another operator, the Supplier/Shipper or Receiver, as mutually
agreed upon, shall be responsible for treatment of the Production and Flowback Water which
may involve one or more of the following: primary separation at the wellhead, addition of
bactericide, removal of any surface accumulations of oil/condensate, and basic separation of
solids. Treatment shall be sufficient to allow for the intended reuse of the Production and
Flowback Water for makeup fluid to support either drilling, completion, or workover operations
for natural gas wells. Each operator will be obligated to provide and maintain documentation

of the quality of its Production and Flowback Water and the volumes transferred in accordance
with applicable laws and regulations.

Specifically, Axia and Encana will each be obligated to maintain laboratory analytical results for
a representative sample(s) of its Production and Flowback Water. On an annual basis, one or
more samples will be collected for the type of source(s) representative of the Production and

Flowback Water and analyzed for the following chemical parameters using the appropriate EPA
standard analytical method:

e Volatile organic compounds EPA Method 624 (GC/MS)
e Semi-volatile organic compounds EPA Method 625 (GC/MS)
e Dissolved Metals EPA Method 200.7 (ICP)

¢ Dissolved Inorganics (non-metals) EPA Method 300.0 (IC)

o Br, Cl, F, Nitrate/Nitrite, Sulfate

e General water quality parameters
o Specific Conductance EPA Method 120.1
o Hardness EPA Method 130.1
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o Total Dissolved Solids EPA Method 160.1
o pH EPA Method 150.2
o Alkalinity EPA Method 310.1
e Gross alpha and beta radioactivity EPA Method 900.0

Measurements, Recordkeeping and Reporting

In addition, the party acting as the Supplier/Shipper for each Water Transfer will be responsible
for measuring transfer volumes and maintaining records for the volumes transferred in
accordance with applicable laws and regulations including COGCC Rule 907.b.(2) which states:

Waste generator requirements. Generators of E&P waste that is transported off-site
shall maintain, for not less than five (5) years, copies of each invoice, bill, or ticket and
such other records as necessary to document the following requirements A through F:

A. The date of the transport;

B. The identity of the waste generator;
C. The identity of the waste transporter;
D. The location of the waste pickup site;
E. The type and volume of waste; and

F. The name and location of the treatment or disposal site.

Such records shall be signed by the transporter, made available for inspection by the

Director during normal business hours, and copies thereof shall be furnished to the
Director upon request. :

Axia and Encana will each separately submit an annual report to the COGCC summarizing the
transfers of Production and Flowback Water (both as the Supplier/Shipper and the Receiver)
during the calendar year and including laboratory analytical results for representative sample(s)
of the Production and Flowback Water provided as the Supplier/Shipper. The annual report will
include a spreadsheet that summarizes the information contained in the Record(s) of Transfer,
and include copies of individual Records of Transfer. The annual report for the previous
calendar year will be submitted to the COGCC by February 15 of the following year.
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Voluntary Standard Operating Procedures and Approval Conditions

e |If locations are in a sensitive area because of its proximity to surface water; Operator
must ensure 110% secondary containment for any volume of fluids contained at the
Water Handling Facility site during natural gas development activities and operations;
including but not limited to, construction of a berm or diversion dike,
diversion/collection trenches within and/or outside of berms/dikes, site grading, or
other comparable measures (i.e. Best Management Practices (BMPs) associated with
stormwater management) sufficiently protective of nearby surface water. Any berm
constructed at the well pad location will be stabilized, inspected at regular intervals (at
least every 14 days), and maintained in good condition.

e Operator must implement Best Management Practices to contain any unintentional
release of fluids, including any fluids conveyed via temporary surface pipelines.

e Operator shall provide overflow protection for each tank proposed, if tanks are used.
e Operator proposes that the transfer facilities/locations will be in operation for a period
less than three (3) years. Should the operation of this facility continue more than three

years, a form 28 shall be submitted and approved before the three-year anniversary
date of the first use of the transfer facility/location.
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Authorization and Points of Contact

This Production Water Reuse and Waste Minimization Plan for Water Transfers Between
Axia Energy LLC and Encana Oil and Gas (USA) Inc. is hereby authorized for implementation by:

42/(/@,__.— §-/7-12

Adam Sayers Date
Executive Vice Pres:dent
Axia Energy LLC

( e / w. o) f ey A8
Jeff Villalobos | Date
Group Lead, Completions
SRBU — Nerth Piceance
Encana Oil & Gas (USA), Inc.
The primary and secondary points of contact representing Axia are:
Primary Secondary
Jess Peonio Jerry Holder
Sr. Drilling Engineer & Regulatory Manager Operations Superintendent
Axia Energy LLC Axia Energy LLC
1430 Larimer St - #400 1430 Larimer St - #400
Denver, CO 80202 Denver, CO 80202
Office: 720-746-5212 Cell: 970-261-0218
The primary and secondary points of contact representing Encana are:
Primary Secondary
Jeff Villalobos Chris Durant
Group Lead, Completions Group Lead, Water Management
Encana 0il and Gas (USA) Inc. Encana Oil and Gas (USA) Inc.
370 17" Street 370 17" Street
Suite 1700 Suite 1700
Denver, CO 80202 Denver, CO 80202
Office: 720-876-5831 Office: 720-876-5762
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