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Form 2 (Dwvided Intecest) Januay, 1954

ARTICLYE 4
SURSHEOUINT 'LIEST WILLS
4.1 Right to Drill. The Drilling of any Subscquent Test Well shall be on such terms and conditions 03 tho Parties
shall agreo; provided, however, that in the absence of agreement, such wells may be Drilled under the provisions of
Article 9 dealing with Exploratory Wella,

ARTIOLYS 8
ESTARLISIIMINT, REVISION AND CONSOLIDATION OF PARTICIPATING ARITAS

5.1 Propooal. Unit Operator shall initiate each proposal for the establinthment or revision of a participating area by
submitting the proposal in writing to each Party at lenst...... 5. .. days before filing the same with the Director. The
date of proposad fillug munt be shown on the proposal. If the proposal receives the Approval of tho Parties within the
proposed participating area, then such proposal shall be filed on the date specified in the notice.

6.2 Objactions to Xropocal Prior to the proposad filing date any Party may submit to all other Partles written
objections to such proposal. XZ, despite such objections, the proposal receives the Approval of the Partica within the pro-
posed participating, area, then the Farty making the objections may renew the same before the Director.

5.3 Iavi-od Froposzl. It the proposal does not recelve the Approval of the Partles within the proposed participating
area, then Unit Operator shall submit a revised proponal taking Into account the objcctions made to the first propozal
If no propesnl recelves the Approval of the Partlen within............. 30 .......... days from the submiasion of the first proposal,
then Unit Operator shall file with the Dircctor a proposal reflecting as nearly as practicable the verious views expreaced
by the Parties.

5.4 X'al-cilon by Dlreoctor. If a proposal filed by Unit Operator, as ahove provided, is rejccted by the Director, Unit
Operator chinll initiate a new proporal in the same manner as provided in Section 5.1, and the procedure with respect
thereto shall be the same as in the cege of an initial proposal.

5.5 Consolldaticn. Tvso or more participating arecs may be combined as provided in the Unit Agreoment,

ADVTIOLT 6
APPOCTIONLIONT OFF O0SKS AND OWNERCIIL? AIVD DISPOSITXON OF PRODUCTION AND PRORERTY

6.1 Appartlonront ped Ovmorchip Within Portlelpating Arca. Except as otherwise provided in Article 8 dealing
with Development Wells, Part 1 of lixhibit 4 dealing with Xixploratory Wells, and Part 2 of Exhibit 4 dealing with
Attempted Completion, Deepening and Plugging Back:

A. Couto. All Costs incurrcd in the development and operation of a participating arca for or in connection with
production of Unitized Subatonces from eny pool or zone for which such particlpating area ia eatablished shall be
borne by the Parties within such participating area on an Acreage Basls determined o3 of the time such Costs are
incurred.

B. Productlon, All Production from a participating arca shall be allocated in accordance with the Unit Agree-
ment to tha tractas of land within such participating orea. That portion of such Production which I3 allocated to any
such tract sholl ba ownsad by the Party or Parties having Committed Working Intereat or Interests therein in the
same manner and cubjoct to the nome conditions as if fictually produced from such tract through a well thercon, and
as if this apreemont and the Unit Agreement had not been executed.

C. Proporty. All meterlals, equipment and other proparty, whether real or personal, the coat of which is chorge-
able ng Coots end which have been acquired in connection with tho development or operation of a participating area
shull be ownsd by the Partles within such puarticipating area on un Acreago Beoin.

6.2 Ownorahip rud Oonts Cullds Porilelpnting Axes. If a well completed ns a producer i3 not Included within a pore
ticipating area, such well, the Production therefrom, and the materials and equipmont therein or appurtenaunt thercto
ghall be owned by the Party or Partles who constituted the Drilling Party for such well, and all Costs Incurred in the
operation of the well rhell be charged to and borne by such Party or Partics, and all Lenss Burdens payable In rcapect
of Production from tho well shall be borne end pald by such Party or Parties. If the Drilling Farty comprises two or
moro Partics, apportlionment amonyg them of ownership, Costs and Leaso Burdens shall be in the snumo proportions that
thay bore the Costa incurrcd in Drilling the well.

6.3 Tr'du~ In IUnd. Bach Party shall currently ag produced take in kind or ecparately dioposo of ita share of Pro-
duction and pay Unit Oporator for any extra expenditure necesnltated thoreby. Itxcapt as otherwise provided In Section
16.5 dealing with Lienn, each Party choll be ontitled to recelve directly payament for its proportionate share of the pro-
ceeds from the onle of ita ghore of Preduction, and on all purchases or pales each Party shall oxecute any division order
or contract of sale pertalningy to its intorcst.

6.4 I'cllure to Kalko in Hind. If any Party fails so to toke or dispose of its share, Unit Operator shall have the right
for the time being nnd subject to revocation at will by thoe Party owning same to purchzye for its own nccount or cell
to others such ghare ot not lees than the market prico pravalling in the area and not lezs than the price Unit Oporator
receives for its share of Production, subject to the right of such Party to excrcice at any tinro ita right to talo in ltind or
scparatoly disporo of its own share of Production not previoucly talten by Unit Operator or delivercd to othors purguant
to this Bection 6.4,

6.5 Coerlvs Dintoria!s ned Eqvdpiaoat, Materials and equipment acquired by the Partles, or any of thom pursuant
to thin arreonent, muy bo clagsificd as surplus by Unit Operator when deemed by it to be no longer nceded in opcra-
tions hercuader, by giving to cach Party owning an interest therein written notice thereof. Such surplus materials
and equipment shell ba dizpesed of ans followa:

A. Iich Porty ovming an Intorcst theroin shall have the right to tolee in kind its share of surplus tubular goods
and other surplus items which are susceptible of division in kind, by written notice given to Unit Operator within
thirty (30) days after clazsification thoreof as surplus, except that such right shell not apply to junk or to any item
(other than tubular gooda) having a replacemient cost less than one thousand dollara ($1,000).

B. Surplus materials and cquipment not divided in Itdad (other than junl and any itcra othor than tubular goods
having & replacement cost of los than one thoucand dollara ($1,000)) shall be offcred to the Parties owning intercots
therein and sold to the higgheiut biddoer or -biddoras.

C. Surplus materials' and equipment not disposed of in accordance with the preccding provisions of this section
ghall be dispoacd of hy Unit Operator for the best prices obtainable.

ATTIOLT 7
PLANS O DEVELOPLITNT

7.1 Weclln and Projecty Included. ach plon for the development and operation of the Unit Area which is submitted
by Unit Operator to the Suporvicor in accordnnce with the Unit Aprcomont shall malke provision only for such Drilling,
Deepeningg and Plugying Doclk operations and such other projecta as Unit Operator has been authorizod to conduct by
tho Partica chorgoublo with the Costy incurred thereln.

7.2 Notlco of Proponed Xan. At lenst ten (10) dnys before submitting any such proposed plan to the Supervisor,
Unit Operator nhell glve each Party written notlce thernof, together with a copy of the proposed plan.

7.3 Nollen of Approval or Blunpproval. If and when a proposed plan has beon approved or disapproved by the Super-
vinor, Unit Opcrator shall glve prompt wriiten nbtice thercof to ench Party. In the case of disapproval, Unit Oporator
shall state in such notice the reanonn thercior,

7.4 Amondmoents, If any Party or Particy nhall have clected to proceed with Drilling, Dgepening or Plurging Back
operation In accordance with the provisions of this aprecment, and such operation is not provided for in the then curront
plan of devalopment an approved by Lho Supervinor, Unit Operator shall cither (a) request tho Supervisor to approve
an amendment. to such plan which wiil provide for the conduct of such operation, or (b) request the Supervisor to con-
gent to puch operntion, if hin consent 1 ouffleient.

7.6 Copestlon of Operatlons Undor Sloa. 10 any mich plun aa approved by the Supervisor provides for the cessation
of nny Drillirg; or olhor aperationn theratn provided for on the hanppening of a contingoney and if such contingency occurs,
Unit Operator oh2)l promptly donsie pueh D1 nge or othier operations and shall not fncur any addlitionnl Costa in connecs
{1on Verexdth unlers and untdl puch Dreilling or other operations are agaln authorized In accordance with thls agree-

yaent by the Pratlzn ebarvgeable with nvch Caata,




