- BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH 

In the Matter of the Application of Questar
Gas Company for Approval of the
Vermillion Acquisition as a Wexpro II
Property

DOCKET NO. 17-057-01
ORDER MEMORIALIZING BENCH
RULING APPROVING
STIPULATION

ISSUED: March 30, 2017
SYNOPSIS
The PSC approves a settlement stipulation to include the Trail, Whiskey Canyon, and
Canyon Creek acquisitions under the Wexpro II Agreement.

I. INTRODUCTION
A. Wexpro II
Questar Gas Company (Questar), Wexpro Company (Wexpro), the Utah Division of
Public Utilities (DPU), and the Wyoming Office of Consumer Advocate entered the Wexpro II
Agreement (Wexpro II) on September 12, 2012, and the Utah Public Service Commission (PSC)
approved the agreement on March 28, 2013 in Docket No. 12-057-13. 1 Section IV-1 of Wexpro
II provides that “Wexpro will acquire oil and gas properties or undeveloped leases at its own
risk.” 2 Section IV-1(a) provides that “Questar Gas shall apply to the Utah and Wyoming
Commissions for approval to include under this agreement any oil and gas property that Wexpro
acquires within the Wexpro I development drilling areas.” 3

1

See In the Matter of the Application of Questar Gas Company for Approval of the Wexpro II Agreement (Report
and Order, issued March 28, 2013), Docket No. 12-057-13.
2
See Wexpro II Agreement at 13, § IV-1.
3
See id. § IV-1(a).
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B. The Vermillion Acquisition as Wexpro II Property
Questar’s Application (Application) in this docket seeks PSC approval to include
Wexpro’s recent acquisitions in the Trail, Whiskey Canyon, Canyon Creek, 4 and Kinney units
(collectively, the Vermillion Acquisition) as properties under Wexpro II. 5
According to Questar, the Kinney and Trail properties and the Canyon Creek overriding
royalty interest acquisition are within the Wexpro I development drilling areas and, therefore,
Questar is required to submit them to the PSC and Wyoming Public Service Commission (Utah
and Wyoming Commissions) for approval. 6 The Whiskey Canyon and Canyon Creek properties,
however, are adjacent to, but not within, the Wexpro I development drilling areas, and, pursuant
to Section IV-1(b) of Wexpro II, 7 Questar voluntarily submits these units for PSC approval.
The Application also proposes that the acquisition costs of the approved properties will
be adjusted for the depreciation of the gas sold from the time Wexpro closed on them until their
final approval as Wexpro II properties. 8 Questar explains that currently Wexpro is selling natural
gas production from the Vermillion Acquisition on the open market pending the decisions by the
Utah and Wyoming Commissions to include these properties under Wexpro II.

4
The Canyon Creek acquisition consists of both an overriding royalty interest within the Wexpro I development
drilling area and other property outside of the Wexpro I development drilling area.
5
The Wexpro Company closed on the acquisition of additional interests within the Kinney unit on April 16, 2015.
The Wexpro Development Company closed on the acquisition of additional interests within the Trail, Whiskey
Canyon, and Canyon Creek units on December 5, 2015.
6
See In the Matter of the Application of Questar Gas Company for Approval of the Wexpro II Agreement (Report
and Order, issued March 28, 2013), Docket No. 12-057-13.
7
See id.
8
See Application at 5, ¶ 11.
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II. PROCEDURAL HISTORY
Questar filed the Application on January 9, 2017. 9 On January 19, 2017, the PSC held a
scheduling conference and subsequently issued a Scheduling Order, Notice of Technical
Conference, and Notice of Hearing, setting the matter for hearing on March 9, 2017 and
establishing other pertinent dates and deadlines.
On March 2, 2017, Questar filed the Vermillion Settlement Stipulation (Stipulation),
executed by representatives of Questar, Wexpro, the DPU, the Office of Consumer Services
(OCS), and the Wyoming Office of Consumer Advocate. The Stipulation is attached in its
entirety as an appendix to this order. On March 9, 2017, the PSC conducted a hearing to consider
the Stipulation. At the hearing, Questar, the DPU, and the OCS offered testimony supporting the
Stipulation as in the public interest, and no one opposed.
III. PARTIES’ POSITIONS
A. Questar
Questar summarized the Stipulation at hearing and presented confidential and highlyconfidential updated or supplemental exhibits prepared in support of the Stipulation. Questar
testified that the Stipulation is an excellent resolution of the issues in this docket and is just and
reasonable, and in the public interest. 10 Counsel for Questar requested that approval be made
effective March 1, 2017, and no party objected. 11

9

We observe that on January 9, 2017, Questar also filed an application for approval of the Vermillion Acquisition as
a Wexpro II property with the Wyoming Public Service Commission. We also observe that on February 7, 2017,
Questar filed a supplement to the Application. See First Supplement to the Application, filed February 7, 2017.
10
See Hearing Transcript (369025A) at 21, lines 15-17.
11
See id. at 48, lines 17-23.
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B. The DPU
The DPU testified at hearing that the objective of Wexpro II was to create a structure and
mechanism that could potentially allow additional properties to be included in future Wexpro
cost-of-service gas production. According to the DPU, Questar’s Application represents the third
time additional properties have been presented for PSC approval. In direct testimony, the DPU
expressed concerns with Questar’s proposal for wells in Canyon Creek and the cost of service for
gas from the Kinney field. In response, Questar modified its development drilling plan for
Canyon Creek and provided a revised cost-of-service calculation excluding the proposed Kinney
acquisition. These two modifications to the Application are the basis for the Stipulation.
The DPU further testified that the independent hydro-carbon monitor reviewed the
calculations and assumptions used in the Application, and the assumptions used in the
Stipulation, concluding Wexpro’s reserves and economic information were reasonable. In
addition, the DPU states Questar’s revised projections, based on modified drilling in Canyon
Creek and excluding the Kinney property, show a slight decrease in the expected total cost-of
service gas price for the three remaining Vermillion properties compared to initial estimates in
the Application. The DPU also notes that the total volume of natural gas production from the
Vermillion Acquisitions represents a small percentage of the total Wexpro production and will
have a minor impact on the total price of Wexpro cost-of-service gas.
In its testimony, the DPU noted key provisions of the Stipulation allowing Questar to
resubmit the Kinney property in the future and requiring further discussions with Questar to
clarify procedures for property sale or exchange and potential expansion of the participation area.
The DPU recommends the PSC approve the properties identified in the Stipulation for inclusion
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under Wexpro II. 12 According to the DPU, its approval represents the purchase of a long-term
resource that could be advantageous to ratepayers for many years. The DPU testifies the
Stipulation taken as a whole is just and reasonable, and in the public interest. 13
C. The OCS
At hearing, the OCS testified it performed a detailed cost analysis of Questar’s proposal.
The OCS also identified three issues to consider in the instant and future applications for
approval to include properties under Wexpro II concerning 1) cost-of-service gas price compared
with market prices, 2) the cap on the level of Wexpro cost-of-service gas established in the
Canyon Creek Stipulation, 14 and 3) declining volumes of Wexpro cost-of-service gas should be
replaced by new volumes from cost-of-service production only if the additional volumes can be
justified based on their independent advantage when compared to market prices. The OCS
testifies the Stipulation reasonably addresses its issues and concerns. 15
The OCS states it relied on cost information as the principal basis for its
recommendations for each individual property, and in developing the terms of the Stipulation.
Regarding the Whisky Canyon and Trail properties, the price of the combined cost-of-service gas
produced from existing proved, developed, and producing wells and future development wells
from these properties is expected to be below current rates. The OCS recommends inclusion of
these properties in Wexpro II as set forth in the Stipulation. 16

12

See id. at 27, lines 21-25.
See id. at 28, lines 5-6.
14
The Canyon Creek Stipulation was approved by the PSC on November 17, 2015. See In the Matter of the
Application of Questar Gas Company for Approval of the Canyon Creek Acquisition as a Wexpro II Property (Order
Approving Stipulation, issued November 17, 2015), Docket No. 15-057-10.
15
See Hearing Transcript (369025A). at 32, lines 8-11.
16
See id. at 32, lines 20-22.
13
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The OCS notes it originally opposed inclusion of the Canyon Creek property into
Wexpro II. During settlement discussions, however, Wexpro agreed to modify its drilling plans
for this property. The OCS testifies the revisions to Wexpro’s drilling plans should present less
risk and result in lower cost-of-service gas from the new wells, thereby lowering the cost of
service from the property as a whole. 17 Accordingly, the OCS supports inclusion of the Canyon
Creek property under Wexpro II, subject to the provisions of the modified drilling plan. 18
Regarding the proposed Kinney acquisition, the OCS notes the cost-of-service gas
produced from its existing wells is currently above market prices and information from a single
development well included in the Application does not produce a resulting cost-of-service gas
price below current market rates. 19 The Stipulation provides for the Kinney unit property’s
withdrawal from current consideration under Wexpro II at the present time. Paragraph 19 of the
Stipulation also contains a mechanism whereby the Kinney property may be resubmitted for
future PSC approval.
In conclusion, the OCS supports the Stipulation and asserts the inclusion of the additional
properties under Wexpro II will result in just and reasonable rates, and is in the public interest.
Accordingly, the OCS recommends the PSC approve the Stipulation. 20

17

See id. at 33, lines 12-16.
See id. at 33, lines 17-19.
19
See id. at 33 lines 20-25, and id. at 34, lines 1-9.
20
See id. at 34, lines 10-16.
18
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IV.

DISCUSSION, FINDINGS, AND CONCLUSIONS

The Stipulation presents a settlement of the issues associated with the Application. The
parties agree the Stipulation is in the public interest and the results are just and reasonable. 21
Further, no one opposes the Stipulation.
As set forth in Utah Code Ann. § 54-7-1, settlement of matters before the PSC is
encouraged at any state of a proceeding. 22 Pursuant to this statute, the PSC may approve a
stipulation or settlement after considering the interests of the public and other affected persons if
it finds the stipulation or settlement in the public interest. 23 Likewise, in reviewing a settlement,
the PSC may consider whether it was the result of good faith, arms-length negotiations. 24
The Stipulation at issue is the product of mutual negotiation involving parties with
substantial and varying interests. We find the Application and testimony filed in this docket
demonstrate the importance of the variety of interests that participated in the negotiation and
execution of the Stipulation.
No party has presented testimony or evidence in opposition of the Stipulation. We find
that the record and evidence in this docket support the unopposed representation of the parties in
Paragraph 22 of the Stipulation, that settlement is in the public interest, and that the results are
just and reasonable.
Accordingly, consistent with our bench ruling issued at the conclusion of the March 9,
2017 hearing, we find: 1) approval of the Stipulation is in the public interest; and 2) the evidence
contained in the record supports our finding that the Stipulation is just and reasonable in result.
21

See Stipulation at 8, § 22.
See Utah Code Ann. § 54-7-1.
23
See Utah Dept. of Admin. Services v. Public Service Comm’n, 658 P.2d 601, 613-14 (Utah 1983).
24
See id. at 614 n.24.
22
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We conclude that approval of the Stipulation is consistent with the relevant statutes and previous
Wexpro agreements.
V. ORDER
Pursuant to our discussion, findings, and conclusions, we:
1. Approve the Vermillion Settlement Stipulation with the following change to the last
sentence of the opening paragraph of the Stipulation:
This Settlement Stipulation shall be effective March 1, 2017, contingent upon
approval by the Public Service Commission of Utah (Utah Commission) and the
Wyoming Public Service Commission (Wyoming Commission) as provided in the
Wexpro II Agreement Article IV-5 and Article IV-9(c).
2. This approval is effective March 1, 2017.
DATED at Salt Lake City, Utah, March 30, 2017.

/s/ Thad LeVar, Chair

/s/ David R. Clark, Commissioner

/s/ Jordan A. White, Commissioner
Attest:

/s/ Gary L. Widerburg
Commission Secretary
DW#292703
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Notice of Opportunity for Agency Review or Rehearing
Pursuant to §§ 63G-4-301 and 54-7-15 of the Utah Code, an aggrieved party may request
agency review or rehearing of this Order by filing a written request with the PSC within 30 days
after the issuance of this Order. Responses to a request for agency review or rehearing must be
filed within 15 days of the filing of the request for review or rehearing. If the PSC does not grant
a request for review or rehearing within 20 days after the filing of the request, it is deemed
denied. Judicial review of the PSC's final agency action may be obtained by filing a petition for
review with the Utah Supreme Court within 30 days after final agency action. Any petition for
review must comply with the requirements of §§ 63G-4-401 and 63G-4-403 of the Utah Code
and Utah Rules of Appellate Procedure.
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CERTIFICATE OF SERVICE
I CERTIFY that on March 30, 2017, a true and correct copy of the foregoing was served
upon the following as indicated below:
By Electronic-Mail:
Jenniffer Nelson Clark (jenniffer.clark@questar.com)
Counsel for Questar Gas Company
Patricia Schmid (pschmid@utah.gov)
Justin Jetter (jjetter@utah.gov)
Steven Snarr (ssnarr@utah.gov)
Robert Moore (rmoore@utah.gov)
Assistant Utah Attorneys General
Erika Tedder (etedder@utah.gov)
Division of Public Utilities
Bryce Freeman (bryce.freeman@wyo.gov)
Ivan Williams (ivan.williams@wyo.gov)
Wyoming Office of Consumer Advocate
By Hand-Delivery:
Office of Consumer Services
160 East 300 South, 2nd Floor
Salt Lake City, UT 84111
__________________________________
Administrative Assistant
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APPENDIX – STIPULATION
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