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1 I I . Subsequent Operations: 
•> 
:* l- Proposed Operations^ Should any party hereto desire to drill ;iny well on the Contract Area 
4 other llian the well provided for in Article VI.A., or to rework, deepen or plug back a dry hole drilled 
5 at the joint expense of all parties or a well jointly owned by all the parties and not then producing 
(J in paying quantities, the party desiring to dril l , rework, deepen or plug back such a well shall give the 
7 other parties written notice of the proposed operation, specifying the work to be performed, the loca-
8 tion. proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
9 ing such a notice shall have thirty (30) days after receipt of the notice within which to notify the 

10 parties wishing to do the work whether they elect to participate in the cost of the proposed operation. 
11 If a drilling rig is on location, notice of proposal to rework, plug back or drill deeper may be given 
12 by telephone and the response period shall be limited to forty-eight (43] hours, exclusive of Saturday, 
13 Sunday or legal holidays. Failure of a party receiving such notice to reply within the period above fixed 
14 shall constitute an election by that party not to participate in the cost of the proposed operation. Any 
15 notice or response given by telephone shall be promptly confirmed in writing. 
16 
17 2. Operations by Less than AH Parties: If any party receiving such notice as provided in Article 
18 VI.B.l . or VI.E.l . elects not to participate in the proposed operation, then, in order to be entitled to 
19 the benefits of this article, the party or parties giving the notice and such other parties as shall elect 
20 to participate in the operation shall, within sixty (60) days after the expiration of the notice period of 
21 thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period 
22 where the drilling rig is on location, as the case may be) actually commence work on the proposed 
23 operation and complete it with due diligence. Operator shall perform alt work for the account of the 
24 Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Op-
25 erator is a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform 
26 the work required by such proposed operation for the account 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 Article VI.IS.2.. shall comply with all terms 
29 and conditions of this agreement. 
30 
31 If less than all parties approve any proposed operation, the proposing party, immediately after the 
32 expiration 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 Par-
34 ties should proceed with the operation as proposed. Each Consenlinq Party, within forty-eight (48) 
35 hours (exclusive of Saturday, Sunday or legal holidays) after receipt of such notice, shall advise the 
36 proposing party of its desire to (a) limit participation to such party's irterest as shown on Exhibit ' , A", 
37 or (b) carry its proportionate part of Non-Consenting Parties* interest. The proposing party, at its 
38 election, may withdraw such proposal if there is insufficient participation, and shall promptly notify 
39 all parties of such decision. 
40 
41 The entire cost and risk of conducting such operations shall be home by the Consenting Parties in 
42 the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting 
43 Parties shall keep the leasehold estates involved in such operations free and clear of all liens and 
44 encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such 
45 an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole 
46 cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions 
47 of this Article results in a producer of oil and/or gas in paying quantifies, the Consenting Parties shall 
48 complete and equip the well to produce at their sole cost and risk, ard the well shall then be turned 
49 over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties. 
50 Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such 
51 well by Consenting Parties in accordance with the provisions of this Ar.icle, each Non-Consenting Party 
52 shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and 
53 be entitled to receive, in proportion to their respective interests, all of such Non-Consenting Party's 
54 interest in the well and share of production therefrom until the proceeds of the sale of such share. 
55 calculated at the well, or market value thereof if such share is not sold (after deducting production 

56 taxes, crude oil excise taxes, royalty, overriding royalty and other interests 
57 existing on the effective date hereof, payable out of or measured by the produc-
58 tion from such well accruing with respect to such interest until i t reverts) shall 
5 g equal the total of the following: 
GO (a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface 
Cl equipment beyond the wellhead connections (including, but not limited to, stock tanks, separators 
G2 treaters, pumping equipment and piping), plus 100% of each such Non-Consenting Party's share of the 
63 cost of operation of the well commencing with first production and continuing until each such Non-
64 Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being 
G5 agreed that each Non-Consenting Party's share of such costs and equipment will be that interest which 
GC would have been chargeable to each Non-Consenting Party had it pariicipated in the well from the be-
67 ginning of the operation: and 
G8 
09 th) 300 oj of that portion of the costs and expenses oi drilling lewoikinu, deepening, or plugging 
70 back, testing and completing, after deducting any cash contributions received unuer Article VIII .C, and 
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1 300_% of that portion of the cost of ne%vly acquired equipment in the well (to and including the w e l l ­
head connections), which would have been chargeable to such Non-Consenting Party if i t had part ic i -

3 patcd therein. 
4 

5 Gas production attributable to any Non - Consenting Party's relinquished interest upon such Party's 

6 election, shall be sold to its purchaser, if available, under the terms of its existing gas sales con-
7 tract. Such Non - Consenting Party shall direct its purchaser to remit the proceeds receivable f r o m 
8 such sale direct to the Consenting Parties unt i l the amounts provided for in this Article are rccov-
9 ered f rom the Non - Consenting Party's relinquished interest. I f such Non - Consenting Party has not 

contracted for sale of its gas at the time such gas is available for delivery, or has not made the clcc-
11 tion as provided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
12 Consenting Party's share of gas as hereinabove provided during recoupment period. 
13 

14 During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share 
15 of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of 

16 all production, crude oi l excise taxes, severance, gathering and other taxes, and al l 
17 royalty, overriding royalty and other burdens applicable to Non-Consenting Party's 
18 share of production. 
19 In the case of any reworking, plugging back or deeper dr i l l ing operation, the Consenting Parties shall 
20 be permitted to use, free of cost, al l casing, tubing and other equipment in the well , but the ownership of 
21 al l such equipment shall remain unchanged; and upon abandonment of a well after such reworking, 
22 plugging back or deeper dr i l l ing, the Consenting Parties shall account for all such equipment to the 
23 owners thereof, wi th each party receiving its proportionate part in kind or in value, less cost of 
24 salvage. 
25 
26 With in sixty (60) days after the completion of any operation under this Article, the party con-
27 ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party w i t h an i n -
28 ventory of the equipment in and connected to the wel l , and an itemized statement of the cost of dr i l l ing , 

29 deepening, plugging back, testing, completing, and equipping the wel l for production; or, at its option, 
30 the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed 

31 statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being 
32 reimbursed as provided above, the Party conducting the operations for the Consenting Parties shall f u r n -
33 ish the Non-Consenting Parties w i th an itemized statement of al l cos:s and liabilities incurred in the 
34 operation of the well, together wi th a statement of the quantity of oil and gas produced f r o m i t and the 
35 amount of proceeds realized f r o m the sale of the well's working interest production during the preceding 
36 month. In determining the quantity of oi l and gas produced during any month. Consenting Parties 
37 shall use industry accepted methods such as, but not l imited to, metering or periodic wel l tests. Any 
38 amount realized from the sale or other disposition of equipment newly acquired in connection w i t h any 

39 such operation which would have been owned by a Non-Consenting Party had it participated therein 

40 shall be credited against the total unreturned costs of the work done and of the equipment purchased, 
41 in determining when the interest of such Non-Consenting Party shall, revert to i t as above provided: 

42 and i f there is a credit balance, i t shall be paid to such Non-Consenting party. 
43 

44 I f and when the Consenting Parties recover f r o m a Non-Consen dng Party's relinquished interest 
45 the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
46 matically revert to i t , and, f r o m and after such reversion, such Non-Consenting Party shall own the same 
47 interest in such well, the material and equipment i n or pertaining thereto, and the production there-
48 f rom as such Non-Consenting Party would have been entitled to had i t participated i n the d r i l l ing , 
49 reworking, deepening or plugging back of said wel l . Thereafter, such Non-Consenting Party shall be 

50 charged wi th and shall pay its proportionate part of the fur ther costs of the operation of said we l l in 

51 accordance wi th the terms of this agreement and the Accounting Wocedure, attached hereto. 

52 
53 Notwithstanding the provisions of this Article VI.B.2., i t is agreed that without the mutual consent 
54 of all parties, no wells shall be completed in or produced f rom a source of supply f r o m which a we l l 
55 located elsewhere on the Contract Area is producing, unless such well conforms to the then-existing 

56 well spacing pattern for such source of supply. 

57 

58 The provisions of this Art icle shall have no application whatsoever to the dr i l l ing of the in i t i a l 
59 well described in Article V I A . except (a) when Option 2, Article- VI I .D . t . , has been selected, or (b) 

to the reworking, deepening and plugging back of such ini t ia l well , ; f such well is or thereafter shall 
prove to be a dry hole or non-commercial well , a f ter having been dri l led to the depth specified in Art ic le 

60 
61 
62 VI .A. 
63 
64 C. Right to Take Production in Kind 

65 
66 
67 
68 
69 

'.-.cn ; ' . r ; t ihiV. U;e *.ae riS.".t to Uke in kfr.d cr separately dispos-: of its propsrticr.ate share of a l l o i l and cas srcsu;ed 
• 0 f r y . ;r.e Cc-.:r>ct Area, exclusive of production which iray be tsed in dc-velop.nent and producing operations and in preparing ana 
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