Outline of Statutory Unitization

NonPaticipating Owner (NPO)*
(limited participating owner)

No revenue for production equalling

the first 300% of well costs,

then paid 100% of production attributable
to NPOs % of acreage in the unit

third party liability

Compulsory Integration
Only if unleased

Statutory Unitization | |

Participating Owner (JR Ewing)

From the first day of production

100% of production attributable

to POs % of acreage in the unit

complete liability

Must pay POS % of the well costs in advance
Lose all investment if dry hole

Statutory Royalty (Ostrich)

12.5% only from gross sales of production
no money required
no liability

Voluntary Integration
Only if lease has been signed

Lessor(landowner) to the Gas Company
Leased to the gas company

Royalty stated in the lease

* exception when the NPO is a lessee, then the NPO receives

a graduated royalty:

a. On production equaling 100% of the cost of the well - 6.25%
b. On production equaling the second 100% of the cost of the well - 9.38%
¢. On production equaling the third 100% of the cost of the well - 12.5%
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