Ton

participating area established for the pool or deposit from which such production

is obtained. Settlement for working interest benefits from such a well shall be
made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from
each participating area established under this agreement, except any part thereof
used in conformity with good.operating practices within the unitized area for
drilling, operating, camp and other production or development purposes, for re-
pressuring or recycling in accordance with a plan of development approved by the
Supervisor, or unavoidably lost, shall be deemed to be produced equally on an
acreage basis from the several tracts of unitized land of the participating area
established for such production and, for the purpose of determining any benefits
accruing under this agreement, each such tract of unitized land shall have al-
located to it such percentage of said production as the number of acres of such
tract included in said participating area bears to the total acres of unitized
land in said participating area, except that allocation of production hereunder
for purposes other than for settlement of the royalty, overriding royalty, or
payment.out of production obligations of the respective working interest owners,
shall be on the basis prescribed in the unit operating agreement whether in
conformity with the basis of allocation herein set forth or otherwise. It is
hereby agreed that production of unitized substances from a participating area
shall be allocated as provided herein regardless of whether any wells are drilled
on any particular part or tract of said participating area. If any gas produced
from one participating area is used for repressuring or recycling purposes in
another participating area, the first gas withdrawn from such last-mentioned
participating area for sale during the life of this agreement shall be considered
to be the gas so transferred until an amount equal to that transferred shall be
so produced for sale and such gas shall be allocated to the participating area
from which initially producea as such area was last defined at the time of such
final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.
Any party hereto owning or cdntrolling the working interest in any unitized land
having thereon a regular well location may with the approval of the Supervisor,
at such party's sole risk, costs and expense, drill a well to test any formation

for which a participating area has not been established or to test any formation

11.




