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Executive Summary:

The Basis of Estimate is to document the scope and methodology used to develop the cost estimate
for the decommissioning and dismantling of the Erie Liquids Handling HUB Facility in Weld County,
Colorado.

It is understood that the purpose of this Class V Estimate (+40 /-30%) is to provide sufficient information
to ensure compliance with Colorado Qil and Gas Commission regulations that mandate oil and
gas operators post a bond to cover “Greenfield” restoration of an operating facility in the event of
operator insolvency.

Methodology

The estimate for the decommissioning and dismantling of the facility is based on the February 2014
estimate for the quantification of equipment and materials. Estimates for the cost of decommissioning
and dismantling are factored based on the quantity and types of equipment and materials to be removed
and on expected productivity and costs for performing the work, excluding labor escalation.

Scope Overview
Reclaim the Erie Liquids Handling HUB Facility to compliance of the Oasis Closure & Reclamation Plan

supplied by Encana. The scope includes the demolition and removal of all improvements to the site and
the restoration of the site to a “Greenfield” condition, including re-contour and vegetation.

The following estimate includes the Liquids Handling HUB Facility and not the transmission pipelines or
the well sites.

Exclusions

The estimate does not include:
e Lead Abatement (we expect there will be none on this site)

¢ Asbestos Abatement (we expect there will be none on this site)
e Agent's Fees
e Escalation

G | Estimating A |

The February 2014 total installed cost estimate was utilized to quantify construction quantities and
plant equipment. A credit / debit approach was also utilized to realize salvage value as follows:
» Mechanical Equipment was salvaged at 5% of the original 2014 budgeted costs
o The dismantling of the field erected tanks was a significant effort which resulted in the majority
of the Mechanical hours. A 2% salvage value was included on the produced water and oil
tanks.
o The estimate includes a 5 cent per material dollar salvage credit for pipe and copper wire
materials.
A salvage value of $150 per ton of structural steel has been included.

No salvage value is included for other electrical materials, electrical equipment, instrument
materials or other instrument tagged devices.

o A 10% salvage value has been included for logic centers and control panels.
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¢ Original construction man hours estimates were adjusted downward as follows:
40% for Civil
55% for Concrete
75% for Structural and Buildings
75% for Pipe
80% for Electrical
80% for Controls
80% for Insulation

Prici
All pricing has been established in US Dollars (USD).

Professional Servi

An allowance for the costs associated with Engineering, Professional Services and Project Management
has been included in the estimate.

An allowance for 3" party inspectors and pre-demo plant cleaning and safe-out has been included in the
estimate.

Ownper's Costs

An allowance has been included in the estimate for other Owner’s Costs. Costs to consider include,
but are not limited to:

e Client Construction Management
e Pre-work cleaning of Equipment and materials
e Permitting
¢ Insurances
Escalation

The base year of the estimate is 2014. No estimate for escalation is included.
Contingency

Contingency should be established for the project to account for known but not quantified
expenditures and not changes in project scope.

Based on the deliverables provided, the Estimator has assigned a Contingency Allowance of 20% of
the Total Demolition Cost.

Estimate Accuracy
The accuracy of the estimate is targeted to be + 40%/-30% (after the addition of appropriate

contingency allowance) based on the documentation, quantity and pricing information, and
estimating methodology used in the estimate.
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