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THIS LEASESPREPARED BYRJUL%EB:ﬁ MAYOR PMM 90407
FEDERAL INTERMEDIATE CREDI F -
POST OFFICE BOX 12468 OILTaNBERE LEASE
JACKSON, MISSISSIPP1 39236-2468
'THIS AGREEMENT made this 26TH__day of — SEPTEMBER 1989, between

the FEDER&L INTERMEDIATE CREDIT BANK OF JACKSON, Lessor, herein represented by the undersigned officer, duly au-
_ARKLA EXPLORATION COMPANY

-

thorized, and .

, Lessec, WITNESSETH:
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Lessor in consideration of TEN DOLLARS AND OTHER VALUABLE CONSIDERATIONS, in hand paid, the royahies provided, and
the agreements of the Lesses herein contained, hereby grants, leases and lets exclusively unto Lesser for the purpose of investigating, explor-
ing, prospecting, driliing, and mining for and roducing oil, gas, and all other minerals derived from oil and gas, to rether with such rights ax
the Lessor may own to enter and use the lands herein descri for the purpose of dredging and maintaining mnnta.
bridges, laying pipe Hnes, building tanks, power stations, telephone lines, and other structures thercon to produce, save, take care of, treat
transport, and own said products, and buil ing houses for its employees, and in general for all appliances, structures, equipment, secvitudes and

constencting roads and

|

1‘ privileges which may be necessary, useful, or convenient to or in connection with any such operations for complete development and produg-
!i tion of any or sll of such minerals conducted by Lessoe thereon the following deseribed land in SHELBY

; County¥oX $atdh, State of ALABAMA to-wit:

g mﬂ?hl :_nﬂflded one-half interest in and to all oil, gas and all other minerals derived from ofl and gas in and under the following described
i Southwest Quarter of Southwest Quarter; East one-half of

: Southwest Quarter; Southeast Quarter of Northwest Quarter,

] a1l in Section 1, Township 20 South, Range 2 East, subject to

y an outstanding right of way easement in favor of the Alabama

; Power Company, and less and except right of way heretofore

% granted for highway.

% As a fu;ther and additional consideration for this lease and in

addition to the royalty provided in paragraph Ill, the lessee agrees
}  to pay to lessor an over-riding royaity equal to 1/32 of all of the
: 0o{1, gas, and other minerals produced from the undivided 1/2

; interest leased herein, or 1/64 of all production from the entire

: mineral interest, free and clear of all costs, in the same manner

i and under the same conditions as are provided for the payment and
delivery of the 1/8 royalty as set out in paragraph IIIl hereinbelow.
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'STATE OF MI$SISSIPPI
COUNTY OF MADISON

Before me, the undersigned authority in and for the jurisdiction aforesaid, this dly‘penunallr appeared
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sealed and delivered the same voluntarily asthe actand d

~ &

¢y &Civen under my hand snd official sea of office this day of
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oMy commission expires

.(TE‘ OF MISSISSIPPI
COUNTY OF MADISON

I, the undenignccl, Notary Public in and for said

whosenahd ax 2 b %3 |

B corporalion; is signed lo the
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oy O L ]

ﬂlé.ﬂ-etﬁlhﬁdt
+ 3

TR

instrurnent, and that, being Informed of the contents of Lhis instrument,
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. who is known to me and who acknowledged that his name as
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of the FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON, a corporation, is signhed to
he, as such officer and with full authority, signed, executed,
eed of said corporalion for the uses and purposes therein stated.
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My commission expires
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foregoing conveyance, an
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TO

ALABAMA CORPORATE ACKNOWLEDCMENT

he, B2 suc ;uﬂ'nr:er and with full authority,
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i;m}t Hand this L6 TH_ ‘day of ..+ JANUARY 1990
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d who is known o me, acknowledged before me on this day that, _
executed the same voluntarily for and as the act of said corporation.

Notary Public

County in said State, hereby certify thamwz———.

.« of the FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON,
being informed of the con-
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‘Forl réntal paying purposes the above described land shall be treated as comprising____ 185 Q1  acres, whether there be more

‘o loss. -

: "‘ .- . 11
Subject to the other provisions herein contained, this Jease shall be for a_term of - FIME years ﬂlimj.utﬁﬂlﬁ
| from this date {called primary term) and as long thercafter as oil, gas, or any other mineral derived from oil or gas is produced from sakd land in

paying quantities, or as long as any payment is made or any conditions exists which, as hereinafter provided, continues this lease in focce.
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In consideration of the premises, and as royalties hereunder, Lessee covenants and agrees: L

‘1. To deliver to the credit of Lessor, free of cost, in the pipe line or lines to which it may connect the well or wells producing here-
under, or in the containers of such other carrier as may be used in transporting the oil frem the leased premises, the equal one-cighth part of
all vil produced and saved from said land, such oil to be marketahle crude when so delivered; provided, however, that in the event of the stor-
nge of oif by Lessee, such storage shall be at the expense of the Lessee without charge to Lessor.

2. To pay tho Lessor royalty for gas produced from said land, including wet gay, casinghead gas and other u-ipomu: or gaseous sub-
stunces used for the extraction of gasoline, distillate, condensate, or other petroleum products as follows:

{a) If nuch gas is sufficiently hnprefmtad with Yquid hydro-carbons that paying quantities of such products can be separated therefrom

" und liquefied as a practical lease operation by means of traps, separators, or other devices used in the industry for such purpose, Lessee will in-
stall such trapy, separators, or other devices and separate so much of said liquid hydro-carbons, whether gasoline, distillate, condensate, or other
liquid petroleum products as can be separated from such gas by such devices, and Lessor shall receive onec-cighth of the gasoline, condensate,
distillate, or other liquid petroleum products recovered in such manner, same to he delivered free of cost to credit of Lessor in the same man.-
ner as hereinabove provided for ofl royalty, and one-eighth of the market value of the gas there sold or used off the Jeased premises.

(b) When the gas that remains afler such operstion on the leased premises is not sold or used off the Jcased premises but is taken to an
“' extraction plant for further processing Lesseo shall also deliver to credit of Lessor at such plant ome-eighth of the gasoline, condensate, distillate
! or other petroleum products extracted therefrom less the reasonable cost of extraction, provided, however, such costs shall not exceed 50% of
| the market valus of the products so extracted, and pay to Lessor one-cighth of the market value at the outlet side of the plant of all residue gas
'- remaining after such plant operation if such residue gas is 10ld or used off the premises.

(¢} If such gas is not sufficiently impregnated with liquid hydro-carbons that paying quantities of such products can be separated there-

' from and Yquefied as a practical leass operation by means of traps, separatons, or other devices used in the industry for such pu before

tnking the gas to an extraction plant, Lessee will, at the plant, deliver to the credit of Lessor one-eighth of all gasoline, condensate, distillate, or

other petroleum products extracted therefrom :uiﬂect to a reasonable charge for the cost of such extraction, pravided, however, such costs shall

not exceed 50% of the market value of the products so extracted, and pay to Lessor one-cighth of the market value at the outlet sile of the
Flnnt of all residue gas remaining after such plant operation, #f such residue gas-is sold or used off the premises.

() On dr}f natural gas to pay Lessor one-eighth of the market value at the well of such gas sold or used off the leased premises.

8 {e) Where there is on the leased ises orany unit including the same or part thereof a woll ar wells capable of producing pgas, anxl
| as iz not being used off the premites or sald unit or marketed therefrom and this lease is not then being maintained by other procluction or opera-
gunu, this lease shall nevertheless remain in full force and effect for a period of 80 days after cessation of production or pperatioms or the shutting
\L! ®¥n of waid well If on or before the expiration of said 80-day period, Lessee pays or tenders to Lessor a sum equat to one-half the annun) rental per
Y re hereinafter st forth for the number of scres then covered hy this lease, or One Hundred Dollars ($100.00) por well depending upon which
= m is greater. Such payment shall maintain this lease in full force and effect for a period of six {8) monthy from the explration of said 90-day
rlod, and it will be considered that gas ix baing produced hereunder, and such payments or tender shall have the same cffect as the prdlaction of

s, for all purposes hereof. Thercafter, semj-annually in Jike manner, upon like payments or tender this lease will continue in Foroe and effect for

e L et - BT - -

ri:: . successive periods of six {8) months each, so long as such payments are macle, but pot, howoever excecding six (8) such suvcessive perinds beyonxd
- - e primary term of sald lease. It is understood tgat the abave provision or shut-in clause shall also apply to any well where gas-oil ratio is xuch
d ﬁat the Lessse is not permitted to operate such well without the use or sale of gas.

= 3. To pay the Lessor for all other minerals derived from oil and gas which are produced and marketed ane-eighth in kind or value at Lesvor's

+1+ option at the well or mine,
"T:,:j 4, Lasses shall have free use of oi), gas and water from said land except weter from the Lessor’s wells for all operations hereunder and the
. royalty on ol and gas shall be computed after deducting any so used.
ot

v

If & well iz not actually spudded in on said land in diligent search of oil or gas, on or before one year from ahove date, the lease shall then automaticall
terminate a3 to both plrﬁﬂ': unless on or before such date Lessee shall pay or lender to Lessor, the FEDERAL INTERMEDIATE CREDIT BANK 0;

JACKSON at Jackson, Mississippi, ils successors or assigns (or to such depository as may hereafter be designated in wriling by Lessor or axsigns) the

qum of . 7 Dollars {hercin called rental} which shall cover the privilege of deferring such
drilling operations {xpudding in of such a well) for a period of twelve (12) months. In like manner and upon like paymeat or tender annually such
drilling operations may be f?trthar deferred for successive periods of twelve (12) months each during the primary term. The payment or tender of
rental may be made by mailing or delivering to Lessor or depository on or hefore such date of payment the check or draft of the Lessee if sald check:
or draft is honored upon irﬂenhnmt* If such Lessor or depository should fail, liquidate, or be succeeded by another, or for any reason fail or refuse
to accept renta), Lessee shall not be held in defauit for failure to make such payment or tender of rentol until thirty (30) days after Lessor, ita
successors or assigns, shall deliver to Lesses o ;Frnper recordable {nstrument, naming another depository to receive such payment or tender, Lessee,
or nnr assignee horeunder may at any time and from time to time execute and deliver to Lussor, or to the depository named a release or releases cover-
ing all or any portion or portions of the leased premises, and thereby surrender this lease as to such portion ar portions and be relieved of sl obli-
y gutions in connection therewlth, and thereafter the rentals payable by Lesses shall be reduced in the proportion that the acreage covered here-
; under is reduced by such release or releases. The down cash payment is consideration for this lease according to its terms and shall not be allocated
as a mere renta] for a period.

b T T e T e e e i Ui e e D, T
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) Lessae, at its option, {s herehy given the right and g‘c;wer to | or combine the screage covered by this lease or any tiuu‘lii:m thersof
with other land, lease or leases in the immediste vieinity thereof, w in Lessee’s judgment it i necessary or advisable to do so in order
Lrnpcrir to develop and operate said premises in compliance with any lawful spacing rules which may be prescribed for the field in which this

ase is situated by any duly suthorized suthority, or when to do so would, in the judgment of Lesses, promote the conservation of the ofl
and gas in and under and that may be produced from said premises. Lezsee shall exscute in writing an instrument identifying and describing
the pooled mcreage. In lieu of the royalties elsewhere herein specified, Lessor shall receive on production from a unit so pooled only such por-
tion of the royalty stipulated herein as the amount of his acreage placed in the unit or his royalty interest therein on an acreage basis bears
to the total acreage yo pooled in the particular unit involved.
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~ Notwithstandin "lﬁylhln; to the contrary herein contained, it s understood and agreed that in the event during the primary term a por-
tion or portions of tha1 covered by this lease sre included with other lands in a unit or units established under the provisions of this lease
or adopted by any duly authorfzed authority having furisdiction thereof or otherwise, then operations on or production from a well situsted
on lands em in such unit, shell serve to maintain this lease In force as to that portion of the leased premises embraced in such a unit,
but shall not so maintain the lease on the remainder of the leased presnises not embraced in such a unit and not otherwise maintained under
the terms herscf beyond the next rental plrlntg’dlte. unless on or before such rental date Lessee shall pay or tender to Lessor, or to Lessor’s
credit in the manner provided in this lease, amount of rental provided herein to be paid upon the area then covered herehy, teduced in
the proportion that the acreage covered by this lease and contained in such unit or units bears to the total acreage then coverced by this lease and
further reduced by the amount of any shut-in gas well royalty payments made by Lessce during the rental pericd or portion thereof im-
medialely preceding such rental psyment date on that portion of the Ieuaisremuu not embra in such a unit. By similar tender or pay-
ments on each succeeding annual rental date this lease may be so maintai in force during the remainder of the primary term as to the
portion thereof not included in such unit or units,
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one wall and the actual drilling operstions 1 well; any well commenced and
be drilled to a h sufficient to test the producing horizon in the nesrest producing
quantitiss is encountersd at a lesser depth. If operations taking place st or after the expiration of the

(120) consecutive days, then this lease shall remain in force and effect only as to the leased premises
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uding the right to draw and remove all casings. When required by will bury
shall be drilled within 200 feet of any residence or bam now on said land without Lessor's

any claim for damages against Lessor resulting from dons of
growing crops on the land covered hereby caused by its operation hereunder.
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well; prov that the acreage that Lessee may retain
Iind covered hereby which is included in such pooled unit.
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Lessor warrants titls to the [nterest hereln conveyed, but it is agreed that said warrsnty and Lessee’s recounse a inst Lessor in the event
of faflure of title shall not extend beyond the rotum to luchnft]umh,myﬂtlu.ndhonum,wncu . accrued
and were received by Lessor from the acreage to which title failed. Lessee at his option may discharge any taxes, morigages, or other such liens
upon Lessor's Interest in above lands and in the event Lessee does so, Lesses shall! be subrogated to such Iicmu:itht right to enforce same
and may apply rentals and royalties accruing hereunder towards satisfying same. Without rment of Lessee’s right under the above war-
ranty in lhn'dwanﬁl.:;f failure ::lf title it is a ve ntm Leasor uwnlm III'I interest less than = represented, then the rentals and royslties
in provided to be Lessor tely.
here Rllmmod and piliul obligations ul’thisleuz all be m;lqr:t to all valid Federsl and State Laws, Executive orders, rules and
regulations and this lease ml not be terminatsd, #n whole or ixi part, nor Lessee be held lisble in damages for fsilure to mmpl’y with such ob-
ligations, if compliance i prevented by such law, order, rile or regulation. If from any such cause Lessec is prevented from conductin
drilling or § operations on, or pﬂm oil or gas from the leased premises, the time while Lesses is 30 prevented shall not be count
ag wter 1::1 a perlnc} of thn:haﬂi to that during which alnmh lmn:;!h $0 ;;!ﬁmh:ed Ir-n: mﬂuﬂﬂ
rilling or reworking opevations on, or ucin or TOM SUC , notwithstanding any t prov recf; provided,
lt:lll'.mu plgvlliml of I]lfl paragraph are nnrtn be :umtmad":.l relieving Lessee mmmt of delay rentals for the maintenance of this lesse
during the primary term or any extended term as herein provided.
In witness whereof this hutnt.m:ﬁx is executed on the day first above written.
i A
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