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thereof, or, if not sold, the Salvage Value thereof, shall be treated in the same manner as proceeds of Production from
such well for the purpose of determining reversion to Non-Drilling Parties of their relinquished interests in such well.

ARTICLE 25
SECONDARY RECOVERY AND PRESSURE MAINTENANCE

95.1 Consent Required. Unit Operator shall not undertake any program of secondary recovery or pressure main-
tenance involving injection of gas, water or other substance by any method, whether now known or hereafter devised,

without first obtaining the consent of not less than 2 Parties in the aggregate owning not less than

--Bight ~Eive per cent ( 8.2 %) of the Committed Working Interests on an Acreage Basis in the
participafing area affected by any such program. After the Parties have voted to undertake a program of secondary
recovery or pressure maintenance in accordance with this section, the conduct of such a program shall be subject to
supervision by the Parties by vote as set forth in Article 14.

95.2 Above Ground Facilities. This agreement shall not be deemed to require any Party to participate in the con-
struction or operation of any gasoline plant, sulphur recov lant or other above ground facilities to
process or otherwise treat Production, other than such faci i treating Production in ordinary
lease operations and such facilities as may be required in the conduct of operations authorized under Section 25.1.

ARTICLE 26
TRANSFERS OF INTEREST

26.1 Restriction on Zone Transfers. No Party shall assign, mortgage or transfer its Committed Working Interest in
any tract committed to this agreement as to less than all formations underlying said tract without first receiving the
Approval of the Parties within the Unit Area; provided, however, that such restriction shall not apply to a transfer by

f any part of its Committed Working Interest in any tract or tracts after the Drilling of the Initial Test Well

he discovery of Unitized Substances in paying quantities under a farmout arrangement in consid-

eration of the Drilling of a well within the Unit Area, free of expense to the other Parties, and upon the further condition

that if such well results in the Production of Unitized Substances in paying quantities, such well and the Production there-

from will be shared by the Parties within the participating area established for such well in the same manner as if the
well had been Drilled for the account of all Parties within such participating area.

26.2 Sale by Unit Operator. If Unit Operator seils all its Committed Working Interests, it shall resign and a new Unit
Operator shall be selected as provided in the Unit Agreement.

26.3 Assumption of Obligations. No transfer of any Committed Working Interests shall be effective unless the same
is made expressly subject to the Unit Agreement and this agreement and the transferee agrees in writing to assume and
perform all obligations of the transferor under the Unit Agreement and this agreement insofar as relates to the interest
assigned, except that such assumption of obligations shall not be required in case of a transfer by mortgage or deed of
trust as security for indebtedness.

26.4 Effective Date. A transfer of Committed Working Interests shall not be effective as between the Parties until
the first day of the month next following the delivery-to Unit Operator of the original or a certified copy of the instru-
ment of transfer conforming to the requirements of Section 96.3. In no event shall a transfer of Committed Working
Interests relieve the transferring Party of any obligations accrued hereunder prior to said effective date, for which pur-
pose any obligation assumed by the transferor to participate in the Drilling, Deepening or Plugging Back of a well prior
to such effective date shall be deemed an accrued obligation.

ARTICLE 27
RELEASE FROM OBLIGATIONS AND SURRENDER

27.1 Surrender or Release Within Participating Area. A Committed Working Interest covering land within a par-
ticipating area shall not be surrendered except with the consent of all Parties within such participating area. However,
a Party who owns a Committed Working Interest in land within a participating area and who is not at the time com-
mitted to participate in the Drilling, Deepening or Plugging Back of 2 well within such participating area may be relieved
of further obligations with respect to such participating area as then constituted by executing and delivering to Unit
Operator an assignment conveying to all other Parties within such participating area all Committed Working Interests
owned by such Party in lands within the participating area, together with the entire interest of such Party in any and
all wells, materials, equipment and other property within or pertaining to such participating area.

27.2 Procedure on Surrender Outside Participating Area. Whenever a Party desires to surrender its Committed

tract which is not within any participating area, such Party shall give to all other Parties
written notice thereo ibi mitted Working Interest. The Parties receiving such notice, or any of them,
shall have the right a i from the Party desiring to surrender an assignment of such Committed Work-
ing Interest by giving to the Party desiring to surrender written notice of election so to do within thirty (30) days after
receipt of the notice of the desire to surrender. If such election is made as above provided, the Party or Parties taking
the assignment (which shall be taken by them in proportion to the acreage of their Committed Working Interests among
themselves in the Unit Area) shall pay to the assigning Party its share of the Salvage Value of any wells owned by the
Parties and then located on the land covered by such Committed Working Interest, which payment shall be made on
receipt of the assignment. If no Party elects to take such assignment within such thirty (30) day period, then the Party
or Parties owning such Committed Working Interest may surrender the same if surrender thereof can be made in accord-
ance with the Unit Agreement.

27.3 Accrued Obligations. A Party making an assignment or surrender in accordance with Section 27.1 or 27.2 shall
not be relieved of its liability for any obligation accrued hereunder at the time the assignment or surrender is made,
or of obligation to bear its share of the Costs incurred in any Drilling, Deepening or Plugging Back operation in which
such Party has elected to participate prior to the making of such assignment or surrender, except to the extent that
the Party or Parties receiving such assignment shall assume, with the Approval of the Parties, any and all obligations
of the assigning Party hereunder and under the Unit Agreement.

ARTICLE 28  .cen
SEVERAL, NOT JOINT LIABILITY

281 Liability. The liability of the Parties hereunder shall be several and not joint or collective. Each Party shall be
responsible only for its obligations as herein set out.

28.2 No Partnership Created. It is not the intention of the Parties to create, nor shall this agreement or the Unit
Agreement be construed as creating a mining or other partnership or association between the Parties, or to render them
liable as partners or associates.

28.3 Election. Each of the Parties hereby elects to be excluded from the application of Subchapter K of Chapter 1 of
Subtitle A of the Internal Revenue Code of 1954 or such portion or portions thereof as may be permitted or authorized
by the Secretary of the Treasury of the United States or his delegate insofar as such Subchapter or any portion or por-
tions thereof may be applicable to the Parties. If any present or future income tax laws of the state or states in which
the Unit Area is located, or any future income tax law of the United States, contzain, or shall hereafter contain, provisions
similar to those contained in the Subchapter of the Internal Revenue Code of 1954 above referred to under which a simi-
lar election is permitted, each of the Parties hereby elects to be excluded from the application of such laws. Accordingly,
each Party hereby authorizes and directs Unit Operator to execute such an election or elections on its behalf and file the
same with the proper administrative office or agency. If requested by Unit Operator, each Party agrees to execute and
join in such instruments as are necessary to make such elections effective.

ARTICLE 29
NOTICES
29.1 Giving and Receipt. Except as otherwise specified herein, any notice, consent or statement herein provided
or permitted to be given by Unit Operator or a Party to the Parties shall be given in writing by United States mail or
by telegraph, properly addressed to each Party to whom given, with postage or charges prepaid, or by delivery thereof
in person to the Party to whom given; however, if delivered to a corporate Party, it shall not be deemed given unless
delivered personally to an executive officer of such Party or to its representative designated pursuant to Section 14.5
dealing with Representatives. A notice given under any provision hereof shall be deemed given only when received by
the Party to whom such notice is directed, except that any notice given by United States registered mail or by telegraph,
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