
1 I!. Subsequent Operations: 
n 

: ' 1- Proposed Operations: Should any pnrty hereto desire lo d r i l l any wel l mi the Contract Area 
4 other than the wel l provided for in Ar t ic le VI.A., or to rework, deepen or plug back a d ry hole dr i l led 
5 at the jo int expense of a l l parties or a wel l j o in t l y owned by the parties and not then producing 
ti in paying quantit ies, the party desiring to d r i l l , rework. decp:n or plug hack such a wel l shall give the 

7 other parties wr i t ten notice of the proposed operation, specifying the work to he performed, the loco-
8 tion. proposed depth, objective formation and the estimated cost of the operation. The parties rccc iv-

9 inc such a notice shall have th i r ty f301 days after receipt cf the notice w i th in which to not i fy the 
10 pat ties wishing to do the work whether they elect to part icipate in the cost of the proposed operation. 

11 If a d r i l l ing r ig is on location, notice of proposal to rework, plug back or d r i l l deeper may be given 
12 by telephone and the response period shall be l im i ted to for ty-e ight (-18) hours, exclusive of Saturday, 
13 Sunday or legal holidays. Failure of a party receiving such notice to reply w i th in the period above f ixed 
14 shall constitute an election by that party not to part icipate in the cost of the proposed operation. Any 
15 notice or response given by telephone shall be prompt ly confirmed in wr i t i ng . 
16 

17 2. Operations by Less than A l l Parties: I f any party receiving such notice as provided in Ar t i c le 
18 V I .B . l . or VI .E.1. elects not to participate in the proposed operation, then, in order to be ent i t led to 

19 the benefits of this art icle, the par ty or parties g iv ing the notice and such other parties as shall elect 
20 to participate in the operation shall , w i t h i n s ixty (60) days after the expirat ion of the notice period of 
21 th i r t y (30) days (or as prompt ly as possible after the expirat ion of the for ty-e ight (48) hour period 
22 where the d r i l l i ng r ig is on location, as the case may be) actual!} ' commence work on the proposed 
23 operation and complete i t w i t h due diligence. Operator shall per form al l work for the account of the 
24 Consenting Parties: provided, however, i f no d r i l l i ng r ig or other equipment is on location, and i f Op-
25 erator is a Non-Consenting Party, the Consenting Parties shall c i ther : (a) request Operator to per form 
26 the work required by such proposed operation for the accoun: of the Consenting Parties, or (b ) desig-
27 nate one (1) of the Consenting Parties as Operator to perform such work. Consenting Parties, when 
28 conducting operations on the Contract Area pursuant to this Art icle VI.B.2.. shall comply w i t h al l terms 

29 and conditions of this agreement. 

30 
31 I f less than al l parties approve any proposed operation, the proposing party, immediately after the 
32 expirat ion of the applicable notice period, shall advise the Consenting Parties of (a) the total interest 
33 of the parties approving such operation, and (b) its recommendation as to whether the Consenting Pnr-
34 ties should proceed wi th the operation as proposed. Each Consenting Party, w i th in for ty-e ight (48) 
35 hours (exclusive of Saturday, Sunday or legal holidays) a l ter receipt of such notice, shall advise the 
36 proposing party of its desire to (a) l im i t part ic ipat ion to suc i party's interest as shown on Exhib i t " A " , 
37 or (b) carry its proportionate part of Non-Consenting Parties' interest. The proposing party, at its 
38 election, may w i thdraw such proposal if there is insuff ic ient part ic ipat ion, and shall prompt ly not i fy 

39 all parties of such decision. 
40 
41 The entire cost and r isk of conducting such operations snail be borne by the Consenting Parties in 

42 the proportions they have elected to bear same under the te rns of the preceding paragraph. Consenting 
43 Parties shall keep the leasehold estates involved in such operations free and clear of a l l liens and 

44 encumbrances of every k ind created by or arising f rom the operations of the Consenting Parties. I f such 
45 an operation results in a dry hole, the Consenting Parties shall plug and abandon the wel l at their sole 
4G cost, r isk and expense. I f any we l l dr i l led, reworked, deepened or plugged back under the provisions 

47 of this Ar t ic le results in a producer of o i l and/or gas in paying quantit ies, the Consenting Parties shall 
48 complete and equip the wel l to produce at their sole cost and risk, and the we l l shall then be turned 
49 over to Operator and shall be operated by i t at the expense a rd for the account of the Consenting Parties. 
50 Upon commencement of operations for the d r i l l i ng , reworkir .g, deepening or plugging back of any such 

51 we l l by Consenting Parties in accordance w i t h the provisions of this Ar t ic le , each Non-Consent ing Par ty 
52 shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and 
53 be enti t led to receive, in proportio- to their respective interests, a l l of such Non-Consenting Party 's 
54 interest in the we l l and share of production therefrom un t i l the proceeds of the sale of such share 
55 calculated at the wel l , or market value thereof i f such share is not sold (af ter deducting product ion 

56 taxes, crtrde-oi l excise taxes, roya l t y , overr id ing roya l ty and other in te res ts 
57 ex is t ing on the e f f ec t i ve date hereof, payable out of or measured by the produc-
58 t i on from such wel l accruing wi th respect to such in te res t u n t i l i t rever ts ) shal l 
59 equal the to ta l of the fo l low ing : 
CO (a) 100% of each' such Non-Consenting Party's share Df the cost of any newly acquired surface 
Cl equipment beyond the wellhead connections ( inc luding, bu . not l imi ted to. stock tanks, separators 

C2 treaters, pumping equipment and p ip ing) , plus 100% of cacn such Non-Consenting Par ly 's share of the 

U3 cost of operation of the wel l commencing w i th f i rst produc ion and cont inuing unt i l each such Non-

(i4 Consenting Party's relinquished interest shall revert to it under other provisions ot this Ar t ic le , it being 

C5 agreed that each Non-Consenting Party's share of such costs and equipment w i l l be that interest which 
CG would have been chargeable to each Non-Consenting Party had it part icipated in the we l l f rom the bo-
07 ginning of the operation: and 
08 

«9 (b)_300_ co of that portion of the costs and expenses ol d r i l l i ng reworkin i ; . deepening, or plugging 
70 back, testing and completing, after deducting any cash conn lbui iuns received uiuicr Ar t ic le V I I I . C , and 


