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B. Such party shall he credited with the s of (1) the totnl amount theretofore charged apainst such Party
in respect of its excluded interest inaccordance with the anccounting procedure set forth in I2xhibit 2 as intangible
Costs incurred in the development and operation of the participating aren prior to tho cffcctive date of such contrace
tion, plus (2) the total amount charged apainst such Party in respeet of such excluded dnterest as intangible svalue
of uscable wells in any previous adjustment or adjustments made upon the establishment or revision of such pare
ticlpating area. Such Party shull be charged with the sum of (1) the market value of that portion of the Production
from such participating aven which, prior to the effective date of such contraction, s delivered to such Party in
respect of such excluded interest, less the amount of Lease Burdens and taxes paid or payible on sald portlon, and
(2) tho total amount credited to such Parly in respect of such excluded interest ag Intangible value of useable wells,
fn any previous adjustment or adjustments made upon the establishment or revision of such particlpating areca. Any
‘dr:&fc;cncc between the amount of sald credit and the amount of said charge shall be adjusted as hereinafter pro-

ed. S

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 Costa
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 agninst such Parly in respect of its excluded intercst as
value of tangible property in any previous adjustment or adjustments made upon the establishment or revision of
such participating arca, pluy (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 ghall be charged with the sum of (1) the excess,
it 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 ia equal to or greater than the credit therein

rovided for, no adjustment shall be made with such Party. However, if the credit provided for in sald Subdivision
is in excess of the charge therein provided for, such excess shall be charged on an Acreage Basls against the

Partles who remain in the participating area after such contraction, and shall be pald by said Partics to Unit

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 Ownershlp of Wells and Tangible Proporty. From and after the effective dete of a resulting area, all useabla
wells within such resulting area and all tangible property gerving such resulting area ghall be owned by the Partiea
within such area on an Acreage Basis, except that (a) in the case of tangible property serving a participating aren or
participating aveas in addition to the resulting area, only that undivided interest therein which s proportionate to that

rtion of the value thereof which is included in the adjustment above provided for shall bo owned by the partles within
Ee resulting area on an Acreage Basls, 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 thersof, 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 Relinguichied Yntorests of Non-Driltng Partics. I¢ 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 therecto, 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 {n respect of (1) such Non-Drilling Party's Committed Working
Interest or Interests in the participating area in which the well was Drilled, ag 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 Intercsts 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 & Devélopment 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 13.2, in respect of its Coms=
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 particlpate
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 fis entitled out of Production that would
otherwise accrue to such Non-Drilling Party. Any balance of such excess over the amount necessary to ccmplete
such reimbursement shall be credited to such Non-Drilling Party.

ALTIOLT 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 chall have the right to vote thereon in proportion to thelr respective obligations for such
Costs. Tha Parties having the right to vote on any other matter shall vote therecon on an Acreage Basls, Except as

rovided In the Unit Agreement and except as otherwise apecified herein (particular reference being made to Section
.1, Consent Required to Commence Sccondary 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

s participating area), the affirmative vote of Parties having........ Sixty-tiv.a... .....per cent (._65 ..... %) or more
of the voting power on any matter which is proper for action by them shall be binding on all Partles entitled to vote

thereon; provided, however, that if one Party voting in the affirmative has........ Sixty-vﬁve e ! per cent

(,65 ...... %) or more but less than.......... Seven‘_t;y-five. ......... per cent (..... T5...%) of the voting power, the affirma~
tive vote of such Party shall not be binding on the Parties entitled to vote thereon unleas its vote is supported by the

affirmative vote of at least. .. ... (o1 1Lt e additlonal Party; and provided further, that if one Party voting
in the negative or falling to vote has more than........... Thirty-five . . per cent (...3D......%) 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 o negative vote of at least... TR 1 et additional
Party. In the event only two Partics are entitled to vote, the vote of the one with greater Interest shall prevail, It
only one Party i3 entitled to vote, such Party’s vote shall control. A Party falling 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 affirmetive vote ahove specified shall be deemed given by and shail be binding on all Partles entitled to vote thereon,
except where the vote of & larger percentage is apecifically 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 mecting may be called by Unit Operater at any time and & meeting shall be called

erator upon written request of any Party or Partles having ....... FJ.V.Q._..........,.....‘pcr cont (.5 ....... %)

:¥ :njr?l!: Sfp the (3'0113,; power on cgch matter };o be considered at the meeting. At least ten (10) days in advance of each
mecting, Unit Operator shall give each Party cntitled to vote thereat written notice of the time, place and purpose of
the mecting.
14.4 Action Without Neoting. In licu of calling n mceting, Unit Operator muy submit any matter which ls proper

for conslderation by the I’articn, or nny of them, by glving to each such Party written notice by mall or telegraph (or
telephono canfirmed in writing not Inter than the next buniness day), describing In adequato detall the matter so sub-
mitted. Mnch Party entitled to vote on any mntter g0 aubmitted shall communieato its vote thercon to Unit Operator by
mall or telezraph, (or telephone, confirmed In writing not Iater than the next business day), within such period as may
bo deaipnated In the notice riven by Unit Operntor (which period shall not be lesa than ten (10) nor more than thirty (30)

2 Y g T A Vst ¢ auch matter, request is made for a meeting
dnys rovided, however, that if within ten (10) days after submlassion o y :

in )I,N‘)f‘nr:"dnncc with Section 14.3, such matfer ghall be considered only at a meeting called for that purpose. If a meeting
in nr;t required, then, ut the expiration of tho perlod denignated in the notlce glven by it, Unit Operator shall give to each

Party entitled to vote therenon wiltfen notice stating the tehulntion and reasull of the vote.
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