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! of that portion of the cost of newly acquired equipmen( in the well (to and including the well-
2 head connections), which would have been chargeable to such Non-Consenting Party if it had partic.-
3 pated therein.

4

5 Gas production attributable to any Non - Consenting Party's relinquished interest upon such Party’s
6 clection, shall be sold to its purchaser. if available, under tie terms of its existing gas sales con-
7 tract. Such Non - Consenting Party shall direct its purchaser tc remit the procceds receivable from
8 such sale direct to the Consenting Parties until the amounts provided for in this Article are recov-
9 ered from the Non - Consenting Party’s relinquished interest. If such Non - Consenting Party has not
10 contracted for sale of its gas at the time such gas is available for delivery, or has not made the clec-
11 tion as provided above, the Consenting Parties shall own anc be entitled to receive and sell such Non-
12 Consenting Party’s share of gas as hereinabove provided during *he 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 responsibie for the payment cf
16 all production, crude 0i1 excise taxes, severance, gatherina and other taxes, and all
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 drilling operation, the Consenting Parties shall
20  be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of
21 all such equipment shall remain unchanged: and upon abandonment of a well after such reworking,
22 plugging back or deeper drilling, the Consenting Parties shall account for all such equipment to the
23 owners thereof, with each party receiving its proportionate part in kind or in value, less cost of
24  salvage.

25

26 Within 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 with an in-
28 ventory of the equipment in and connected to the well, and ar. itemized statement of the cost of drilling,
29 deepening, plugging back. testing, completing, and equipping *he well 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 furn-
33  ish the Non-Consenting Parties with an itemized statement >f all costs and liabilities incurred in the
34 operation of the well, together with a statement of the quant:ty of oil and gas produced from it and the
35 amount of proceeds realized from the sale of the well’'s workirg interest production during the preceding
36 month. In determining the quantity of oil and gas produced during any month, Consenting Parties
37 shall use industry accepted methods such as, but not limitec to, metering or periodic well tests. Any
38 amount realized from the sale or other disposition of equipment newly acquired in connection with anv
39  such operation which would have been owned by a Non-Ccnsenting Party had it participated therein
40  shall be credited against the total unreturned costs of the \vork done and of the equipment purchased.,
41 in determining when the interest of such Non-Consenting Farty shall revert to it as above provided:
42 and if there is a credit balance, it shall be paid to such Non-Consenting party.

43

44 If and when the Consenting Parties recover from a Ncn-Consenting Party’s relinquished interest
45 the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
46  matically revert to it, and, from and after such reversion, such Non-Consenting Party shall own the same
47 interest in such well. the material and equipment in or pertaining thereto, and the production there-
48 _from as such Non-Consenting Party would have been entitled to had it participated in the drilling,
49 reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be
50 charged with and shall pay its proportionate part of the further costs of the operation of said well in
51 ‘accordance with the terms of this agreement and the Accounting Procedure, attached hereto.

52

53 Notwithstanding the provisions of this Article VI.B.2, it is agreed that without the mutual consent

54  of all parties, no wells shall be completed in or produced from a source of supply from which a well
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.

58 The provisions of this Article shall have no application whatsoever to the drilling of the initial
59  weli described in Article VI.A. except (a} when Opticn 2, Article VIID.!. has been sclected, or (b}
60 to the reworking, deepcning and plugging back of such initial well, if such well is or thercafter shall
61 prove to be a dry hole or non-commercial well, after having been drilled to the depth specified in Article
62 VILA.

63
64 C. Right to Take Production in Kind:
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