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1 I Subsequent Operations;

o

3 1. Proposed Operations: Should any party hercto desire to drill any well on the Contract Avea
+ other than the well provided for in Article VLA.. 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 net then produring
6 in paving quantitics, the party desiring to_drill. rework. deepan or plug back such a well shall give the
7 other parties written notice of the proposcd operation, specifying the work to be performed. the loca-
8 _tion. proposed depth. objective (ormation and_the estimated_cost of the operation. The parties receiv-
9 _ing such a notice shall have thirty (30) days after receipt cf the notice within which to notify the
10 _partties wishing to do the work whether they clect 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 telcphone and the response period shall be limited to forty-cight (48) hours, exclusive of Saturday,
13 Sunday or legal holidays. Failure of a party receiving such nctice 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 All Parties: arty receiving such notice as provided in Article
18  VIB.l. or VLE.1, 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 nctice and such other parties as shall elect
20 to participate in the operation shall. within sixty (60) dayvs 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 all 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 cither: (a) request Operator to perform
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 Article VI.B.2.. shall comply with all terms
29 and conditions of this agreement.

31 If less than all parties approve any proposed operation. ‘he proposing party, immediately after the
32 expiration of the applicable notice period. shall advise the Consent:ng 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 Consenting Party., within forty-eight (48)
33 hours (exclusive of Saturday, Sunday or legal holidays) after veceipt of such notice. shall advise the
36 proposing party of its desire to (a) limit participation to suc1 party’s interest 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 therc is insuificient participation. and shall promptly notify
39  all parties of such decision.

11 The entire cost and risk of condueting such opcrations snall be borne by the Consenting Parties in

42  the proportions they have elected to bear same under the terns 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 quantities, the Consenting Parties shall

48 complete and equip the well to produce at their sole cost and risk, and the well shall then be turned

43 over to Operator and shall be operated by it at the expense ard for the account of the Consenting Parties.

50 Upon commencement of operations for the drilling, reworkir.g, deepening or plugging back of any such

51 well by Consenting Parties in accordance with the provisions of this Article, cach 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 proportio: to their respective interests, all of such Non-Consenting Partv'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 shar2 is not sold (after deducting production

56 taxes, crude-0il excise taxes, royalty, overriding royalty and other interests

57 existing on the effective date hereof, payable out of or measured by the produc-

ss tion from such well accruing with respect to such interest until it reverts) shall
sg _equal the total of the following: e
G0 (a) 100% of each such Non-Consenting Party's sharc »f the cost of any newly acquired surface
61 equipment beyond the wellhead connceetions (including, bu. not limited to, stock tanks. scparators,
G2 treaters, pumping equipment and piping), plus 100% of cach such Non-Consenting Party's share of the
63 cost of operation of the well commencing with first produc.ion and continuing until cach such Non-
G4 Consenting Party’s relinquished interest shall revert to it under other provisions of this Article, it being
65 apreed that cach Non-Consenting Party’s share of such costs and cquipment will be that interest whicix
66 would have been chargeable to cach Non-Consenting Party had it participated in the well from the be-
67  zinning of the operation; and

G8

69 () 300 ¢ of that portion of the costs and expenses ol dailling

veworking, sleepening, or plunging
10 back, testing and completing, after deducting any cush contiibutions received unuer artele VIIL.C,, and

¢




