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and the weil shall then be tumed over 1o Operator and shall be operatrd by it 3t the expense and lor the account of Lre Counsenung Par-
ties. L'pon commencement of operauons for the drilling, reworking, decpening of plugging back of any such well by Consenung Partes
wn accordance with the provisions of ths Arucle, each Non-Consenung Party shall be deemed to have relinquished to Consenung Parues,
and the Consenung Parues shall own and be enutled to recetve, in proportion to thewr respecuive snteresu. all of such NonCensenuing
Party’s interest 1n the well and share of producuon therefram until the proceeds of the sale of such share, calculated 3t the wed. or
market value thereof if such shase is not sold, (after deductng productian taxes, excise taxes, royalty, overridng royalty and other in-
terests not excepted by Arucle 111D, pavable out of or measured by the producuon from such well accruing with respect 10 such interest
untdl 1 reveres) shall equal the total of the foilowing:

S

(2) 100% of each such Non-Consenting Pacty's share of the cost of any newly acquired surface equipment beyond the wellhead
connecuons (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such
Non-Consentng Partys share of the cost of operation of the well commenang with first production and conunuing unul each such Nom-
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! 135 C 8 Panty's relinquished interest shall revert 1o it under other provisions of this Article, it being agreed that each Non-
A . 16 Consenong Party's share of such costs and equipment will be that interest which would have been chargeable to such NonLonsenung
. % 17 Party had it partiapated in the weil from the beginning of the operauons; and
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# ,;' 2 ).300_ % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and compleung,
B 22 after deducting any cash contnbutions received under Article VII.C., and _300._% of that portion of the cost of newly acquired equip-

23 ment in the well (to and including the welthead connections), which would have been chargeable to such Non-Consenting Parzy if it had
24  particpated therein.

27 .

An election not to participate in the drilling or the deepening of a well shall be deemed an election not to participate in any re-

29 working or plugging back operation propased in such a well, or portion thereof, to which the initial Non-Consent election applied that is

30 conducted at any time prior to full secovery by the Consenting Parties of the Non-Consenting Party’s recoupment 3ccount. Any such

31 reworking or plugging back operation conducted during the remupmem penod shail be deemed part of the cost ot,b&rmo?{:?ms non-

34 sucha ruvorkmg or pluggmg ba:k operation is proposcd dunng such recoupment period, the provisions of thts Amcle VLB. shall be ap-
35  plicable as between said Consenting Parties in said well.

39 During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of production, or the
40  proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance, excuse, gathering and other
41 taxes, and all royality, overriding royalty and other burdens applicable to Non-Consenting Party s share of producuon not excepted by Ar-
42 ucle ULD.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use. free
47 of cast, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon
48 abandonment of i well after such reworking, plugging back or deeper drilling, the Consening Parties shall acrount for all such equip-
49 ment 1o the owners thereof, with each party receiving its proportionate part in kind or in value, less cost of salvage.

33 Within sixty (60) days after the completion of any operation under this Article, the party conducting the operations for the
34 Consenuing Parties shall furnish each Non-Consenung Party with an inventory of the equipment in and connected to the well, and an
b} itermzed statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, at its
56 option, the operaung party, in lieu of an itemized statement of such casts of aperation. may submit a detailed statement of monthly tril-
57 ings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided above, the party conducting the
58 operauons for the Consenung Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities in-
59 curred in the operauon of the well, together with a statemenc of the quantity of oil and gas produced from it and the amount of proceecs
60 realized from the sale of the well's working interest production duning the preceding month. [n determining the quantity of oil and gas
61 produced during any month, Consenting Parties shall use industry accepted methods such as. but not limited to. metening or Nno;:':c
G2 well tests. Any amount reahzed from the sale or other disposinion of equipment newly acquired in connection with any such operation
63 which would have been owned by a Non-<Consenung Party had it participaied therein shall be credited against the total unreturned coss
(4% of the wark done and of the equipment purchased n determining when the interest of such Non-Consenting Puarty shall revert 1o it as
(&3 abave provided: and if these is a credit balance, it shall be paid to such Nan-Consenang Parcy.
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