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; B. Such party shall be credited with the sum of (1) the total amount theretofore charged against such Party
in respect of its excluded interest in accordance with the accounting procedure set forth in Exhibit 2 as intangible
Costs incurred in the development and operation of the participating area prior to the effective date of such contrac-
tion, plus (2) the total amount charged against such Party in respect of such excluded interest as intangible value
of useable wells in any previous adjustment or adjustments made upon the establishment or revision of such par-
ticipating area. Such Party shall be charged with the sum of (1) the market value of that portion of the Production
from such participating area which, prior to the effective date of such contraction, is delivered to such Party in
respect of such excluded interest, less the amount of Lease Burdens and taxes paid or payable on said portion, and

(2) the total amount credited to such Party in respect of such excluded interest as intangible value of useable wells,

in any previous adjustment or adjustments made upon the establishment or revision of such participating area. Any

difference between the amount of said credit and the amount of said charge shall be adjusted as hereinafter pro-
vided.

C. Such Party shall be credited with the sum of (1) the total amount theretofore charged against such Party
in respect of its excluded interest, in accordance with the accounting procedure set forth in Exhibit 2, as Costs
other than intangible Costs incurred in the development and operation of the participating area prior to the effective
date of such contraction, plus (2) the total amount charged against such Party in respect of its excluded interest as
value of tangible property in any previous adjustment or adjustments made upon the establishment or revision of
such participating area, plus (3) the excess, if any, of the credit provided for in Subdivision B of this Section
over the charge provided for in said Subdivision B. Such Party shall be charged with the sum of (1) the excess,
if any, of the charge provided for said Subdivision B, over the credit therein provided for, plus (2) the total
amount credited to such Party in respect of its excluded interest as value of tangible property in any previous
adjustment or adjustments made upon the establishment or revision of such participating area.

D. If the charge provided for in Subdivision C of this Section is equal to or greater than the credit therein
provided for, no adjustment shall be made with such Party. However, if the credit provided for in said Subdivision
C is in excess of the charge therein provided for, such excess shall be charged on an Acreage Basis against the
Parties who remain in the participating area after such contraction, and shall be paid by said Parties to Unif
Operator upon receipt of invoices therefor. Such payments, when received by Unit Operator, shall be paid by it to
the Party owning such excluded interest.

13.5 Ownership of Wells and Tangible Property. From and after the effective date of a resulting area, all useable
wells within such resulting area and all tangible property serving such resulting area shall be owned by the Parties
within such area on an Acreage Basis, except that (a) in the case of tangible property serving a participating area or
participating areas in addition to the resulting area, only that undivided interest therein which is proportionate to that
portion of the value thereof which is included in the adjustment above provided for shall be owned by the parties within
the resulting area on an Acreage Basis, and (b) if a Party within the resulting area was a Non-Drilling Party for a well
which is a useable well within such resulting area on the effective date thereof, and if the relinquished interest of such
Non-Drilling Party in such well has not reverted to it prior to such effective date, the Drilling Party for such well shall
own the interest therein that would otherwise be owned by such Non-Drilling Party, until reversion to such Non-Drilling
Party of its relinquished interest in such well.

13.6 Relinquished Interests of Non-Drilling Parties. If the interest relinquished by a Non-Drilling Party in a well
which is a useable well within a resulting area on the effective date thereof has not reverted to it prior to such effec-
tive date then insofar, and only insofar, as relates to such well, the adjustments provided for in Section 13.3 shall be sub-
ject to the following provisions, wherein the sum of the intangible value of such well, plus the value of the tangible
property in or pertaining thereto, is referred to as the “value” of such well:

A. The Drilling Party for such well shall be charged with that part of the value of the well that would other-
wise be chargeable to such Non-Drilling Party in respect of (1) such Non-Drilling Party’s Committed Working
Interest or Interests in the participating area in which the well was Drilled, as such participating area existed when
the Drilling of the well was commenced, if the well was Drilled as a Development Well, or (2) the Committed
Working Interest or Interests of such Non-Drilling Party which entitled it to participate in the Drilling, Deepening,
Plugging Back, or Completion of the well, if it was Drilled, Deepened, Plugged Back or Completed, otherwise than
as a Development Well. However, such Non-Drilling Party shall be charged with such part, if any, of the value of
such well as is chargeable to it, in accordance with Subdivisions A and B or Section 13.3, in respect of its Com-
mitted Working Interests other than those referred to in (1) or (2) above.

B. If that part of the value of such well which would have been credited to such Non-Drilling Party, if the
well had been Drilled, Deepened, Plugged Back or Completed for the account of all Parties entitled to participate
therein, exceeds the amount provided in Subdivision A above to be charged against the Drilling Party, such excess
shall be applied against the reimbursement to which the Drilling Party is entitled out of Production that would
otherwise accrue to such Non-Drilling Party. Any balance of such excess over the amount necessary to complete
such reimbursement shall be credited to such Non-Drilling Party.

ARTICLE 14
SUPERVISION OF OPERATIONS BY PARTIES

14.1 Right of Supervision. Each operation conducted by Unit Operator under this agreement or the Unit Agreement
shall be subject to supervision and control in accordance with the succeeding provisions of this article by the Parties
who are chargeable with the Costs thereof.

14.2 Voting Control. In the supervision of an operation conducted by Unit Operator, the Parties chargeable with
the Costs of such operation shall have the right to vote thereon in proportion to their respective obligations fer such
Costs. The Parties having the right to vote ,on any other matter shall vote thereon on an Acreage Basis. Except as
provided in the Unit Agreement and except as otherwise specified herein (particular reference being made to Section
25.1, Consent Required to Commence Secondary Recovery and Pressure Maintenance; Section 27.1, Surrender or Release
Within Participating Area, and that portion of Part 2, Exhibit 4 relating to Abandonment of producing wells outside of

a participating area), the affirmative vote of Parties having Seventy=Five . . . per cent ( 73..9%) or more
of the voting power on any matter which is proper for action by them shall be binding on all Parties entitled to vote

thereon; provided, however, that if one Party voting in the affirmative has Seventy-Five per cent

(15 9%) or more BEKBRXBERKXXXX XXX XXX XXX XXX XXX XBREREHK XXX XXX XIIERRE X EHHX PuXX the affirma-
tive vote of such Party shall not be binding on the Parties entitled to_ggte thereon unless its vote is supported by the

affirmative vote of at least additional Party; and provided further, that if one Party voting

in the negative or failing to vote has more than... -Five per cent (25%) but less than fifty
per cent (50%) of the voting power, the affirmative vote of the Parties having a majority of the voting power shall be

binding on all Parties entitled to vote unless there is a negative vote of at least One additional
Party. In the event only two Parties are entitled to vote, the vote of the one with the greater interest shall prevail. If
only one Party is entitled to vote, such Party’s vote shall control. A Party failing to vote shall not be deemed to have
voted either in the affirmative or negative. Any Approval or Direction provided for in this agreement which receives
the affirmative vote above specified shall be deemed given by and shall be binding on all Parties entitled to vote thereon,
except where the vote of a larger percentage is specifically required.

14.3 Meetings. Any matter which is proper for consideration by the Parties or any of them, may be considered at
a meeting held for that purpose. A meeting may be called by Unit Operator at any time and a meeting shall be called

by Unit Operator upon written request of any Party or Parties having ................ Five per cent (......... 2...%)
or more of the voting power on each matter to be considered at the meeting. At least ten (10) days in advance of each
meeting, Unit Operator shall give each Party entitled to vote thereat written notice of the time, place and purpose of
the meeting.

14.4 Action Without Meeting. In lieu of calling a meeting, Unit Operator may submit any matter which is proper
for consideration by the Parties, or any of them, by giving to each such Party written notice by mail or telegraph (or
telephone confirmed in writing not later than the next business day), describing in adequate detail the matter so sub-
mitted. Each Party entitled to vote on any matter so submitted shall communicate its vote thereon to Unit Operator by
mail or telegraph, (or telephone, confirmed in writing not later than the next business day), within such period as may
be designated in the notice given by Unit Operator (which period shall not be less than ten (10) nor more than thirty (30)
days) provided, however, that if within ten (10) days after submission of such matter, request is made for a meeting
in accordance with Section 14.3, such matter shall be considered only at a meeting called for that purpose. If a meeting
is not required, then, at the expiration of the period designated in the notice given by it, Unit Operator shall give to each
Party entitled to vote thereon written notice stating the tabulation and result of the vote.
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