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THIS LEASE :PREPARED BY JULIE :ﬁ MAYOR : PMM 94172
FEDERAL INTERMEDIATE CREDIT B F :

POST OFFICE BOX 12468 &EM\"IB éig’t-EASE

JACKSON, MISSISSIPPI 39236-2468

THIS AGREEMENT made this— 26TH _ day of SEPTEMBER 19_ 89, between
the FEDERAL IJTERMEDIATE CREDIT BANK OF JACKSON. Lessor, herein represented by the undersigned officer, duly au-
thorized. and " ARKLA EXPLORATION COMPANY

, .
— , Lessec, WITNESSETH:
; I

| ‘ ;-

Lessor In condideration of TEN DOLLARS AND OTHER VALUABLE CONSIDERATIONS, in hand paid, the royakies provided, and
the agreements of the Lessee herein contained, hereby grants, leases and lots exclusively unio Lessee for the purpose of investigating, esphore
Ing, prospecting, drilling, and mining for and producing ell, ﬁi and all other minerals derived from cil and gas, together with such rights us
the Lessor may own to enter and use the la herein described for the purpose of dredging and maintaining canals, consteucting roads mxl
bridges, laying pipe lnes, building tanks, power stations, telephone lines, and other structures thercon to produce, save, take care of, treat,
transport, and own sald products, and building houses for jts employees, and in general for all appliances, structures, equipment, xervitudes and
privileges which may be necessary, useful, or convenient to or in connection with any such operations for r.~nm$lt-te development anl produc-

tion of any or all of such minenls conducted by Lessee thereon the following described land in SHELB
Coufity oK K¥ith, State of____ ALABAMA to-wit:

o lﬂpﬁﬁ n:n t:.r:llit\ridpd prie-half interest in and to all ofl, gas and all other minersls derived from oil and gas in and under the foBowing describad

&

Co Southeast Quarter of Southwest Quarter and East one-half of
e, Northeast Quarter of Southwest Quarter of Section 7, and East
f one-half of Northwest Quarter of Section 18, all in Township

Ct% 20 South, Range 1 East.

As a further and additional consideration for this lease and in
addition to the royalty provided in paragraph 111, the lessee agrees
to pay to lessor an over-riding royalty equal to 1/32 of all of the
011, gas, and other minerals produced from the undivided 1/2 .
“interest leased herein, or 1764 of all production from the entire
mineral interest, free and clear of all costs, in the same manner
and under the same conditions as are provided for the payment and
delivery of the 1/8 royalty as set out in paragraph [II hereinbelow.
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|STATE OF, MiSSISSIPP!
COUNTY OF MADISON

Before me, the underigned authority in and for the jurisdiction aforesaid, this dly.penmully appeared
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who i known to me and who acknowledged that his name as

1

of the FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON, a corporation, is signed 1o

the foregoin

instrument, and that, being informed of the contents of this instrument, he, as such officer and with full authority, signed, execuled,

sesled and delivered the same voluntarily as the act and deed of said corporation for the uses and purposes lherein stated.

Civen under 1mr hand and official

1
!

seal of office this day of , 19

Notary Public

My commission expires
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STATE OF MISSISSIPPRI

@FT‘Y OF MADISON

£9C nns

ALABAMA CORPORATE ACKNOWLEDGMENT

o 1, the undersigned, Notary Public in and for said County in said State, hereby certify thuL_EQﬂBLD_Ea_BQDm_—.

whose name as

5 VICE PRESIDENT

of the FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON,

& corporation, is signed lu the loregoiny conveyance, and who is known i me. acknowledged before me on this day that, being informed of the con-
tents of the conveysnce he, as such officer and with full autherily, executed the same volunitarily for and as the acl of said corporation.
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. _For rental ‘paying purposes the sbove described land shall be ticated as comprising 140. 00  acres, whether there be more
o loss. Yoo ' _
| — I
sa shall be term of - FINE — years SRMX XXX XX X X Hrili
Subject to the other provisions herein contained, this lease sha for a term . ' years oduced from said land in

from this date (called primary term) and as lon thereafter as oil, gas, or any other mineral derived from oil or gas is prc '
pr:;?nn q‘ulnﬁtli[;, or lf lungrL any Luyment i3 lgnnde oT any conditions cxists which, as hereinafter provided, continues thix lease in force.

P I
In consideration of the p;'emi.iﬂ. and as royalties hereunder, Lessee covenants and agrees:

" 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 from the leased premises, the equal one-eighth part of
all olf pracduced snd saved from said land, such oil to be marketable enxle when s delivered; provided, however, that in the event of the stor-

aye of oil by Lesses, such storsge shall be at the expense of the Lessee without charge to Lessor,

2. To pay the Lessor royalty for gas produced from sald land, including wet gas, casinghead gas and other vaporous or gaseous sub-
stances used for the extraction of gasoline, distillate, condensate, or other petroleum products as follows:

]

{a) IF such gas is sufficlently jmpre ated with liquid hydro-carbons that paying quantities of such products can be separated thercfrom
amdd liquefied as & practical lease operation means of traps, separators, or other devices used in the industry for such purpase, Lessee will in-
stall such traps, separators, or other devices and separste 30 much of said liquil nl'::rdm-nnrham. whether gasoline, distillate, condenaate, or other
liquid petroleum products as can be separated from such gas by such devices, = Lessor shall receive one-eighth of the gasoline, condenzate,
distillate, or other liquid petroleum products recovered in such manner, same to be dolivered Free of cost to credit of Lessor in the same man-
ner as hereinabove provided for ofl royalty, snd one-eighth of the market value of the gas there sold or used off the leased premises,

(b) When the gas that remains after such operstion on the leased premises is not sold or used off the keased premises but is taken to an
extraction plant for further processing Lessee shall also deliver to credit of Lessor at such plant one-eighth of the gasoline, condensate, di;t';gnt:‘

- -,

g or other pstroleum products extracted therefrom lets the reasonable cost of extraction, provided, however, such costs shall not e

the market value of the products so extracted, snd pay to Lessor one-cighth of the market value at the outlet side of the plant of all residue gas

€Y remaining sfter such plant operation if such residue gas ks sold 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 liquefied as & practical lease operstion by means of treps, separators, or other devices used in the industry for such pu before
as to an extraction plant, Lessee will, at the plant, deliver to the credit of Lessor one-cighth of all gasoline, condensate, istillate, or

AGE

tnking the
g other petrn?eum products extracted therefrom rui:lec! to & reasonsble charge for the cost of such extraction, proviled, however, such costs shall
OO not exceed 50% of the market value of the Erodueu 20 extracted, and pay to Lessor one-eighth of the market value at the outlet

\] plant of all residus gas remaining after

side of the
plant operation, if such residue gas-is sold or used off the premises.

(d) On dry natura} gas to psy Lessor one-eighth of the market value at the well of such gas sold or used off the leased premises.

§ {nL&Where' there i1 on the leased premises or any unit including the same or part thereof a well or wellx capable of peoducing gax, anl
@ cas is not being used off the premlises or said unit or marketed therefrom and this lease is not then being maintained by other production or opera-
tions, this lease shall nevertheless remain in full force and eHect for & period of 80 dayx after cessation of production or operationx or the shultiny

2’ in of said well if on or before the expiration of said 80-day period, Lessee pays or tenders to Lessor a sum equal 1o one-half the annual rental pt;

ﬁ acre hereinafter set forth for the number of acres then covered by this lease, or One Hundred Dollars ($100.00) per well depending upon whic

= yum is greater. Such payment shall maintain this lease in full force and effect for a period of six {6) months from the expiration aof suid 90-day
pericd, and it will be considered that gas is being produced hereunder, and such payments or tender vhall have the same offect as the prduction of
Cr 1 gus, for all purposes hereof. eafter, semi-annually in like manner, upon like payments or tender this Jeaxe will continue in force and effect for
%) successive periods of six (8) months each, so hnﬁ:: such payments are madle, but not, however excerding six (@) sovh successive periocls l:leynlnl
& the primary term of sald lease, It is understood that the above provision or shut-in clause shall akso apply to any well where gax-oil ratio ix such

that the Lessee is not permitted to operate such well without the use or sale of gas.
Pt 3. To pay the Lessor for all other minerals derived from oil and gas which are produced and marketed one-eighth in kind or value st Lessor's

- .

-~ option at the well or mine.

A 4. Lessee shall have free use of oil, gas snd water from said land except water from the Lessor’s wells for all operations hereunder and the

Cr _5 royalty on ol and gas shall be computed deducting sny 30 used.
Cw -
-_ v
¥ & well Is not sctually spudded in on said iand in diligent search of oil or gas, on or before one year from above date, the lease shall then sutomatieaf]
terminate as to both plrliez: tl::‘hu on or before such date Lessee shall pay or tender to Lessor, the FEDERAL INTERMEDIATE CREDIT BANK ﬂ;
JACKSON at Jackson, Mississippi, Hs successors oF assigns {or 1o such depoditory as may hereafter be designated in writing by Lessor or assigna} the

sum of ; HD Dollars { hercin callcd vental) which shall cover the privilege of deferring such
driliing operationy {spudding in of such a well) for a period of twelve (12) months, In like manner and upon like payment or tender annually such
drilling operations may be further deferred for successive periods of twelve (12) months cach during the primary term. The payment or t

rental may ba made by mailing or delivering to Lessor or depository on or before such date of paymoent the check or draft of the Lessee # sald check
or draft & honored upon presentment. 1§ such Lessor or deﬁositury should fail, liquidate, or be succeeded by another, or for any reason fail or refuse
to accept rentul, Lessee shall not be held §n defoult for faflure to make such payment or tender of rental until thirty (30) days after Lessor, its
giccessors or asslgns, shall deliver to Lessee n proper recordable instrument, naming another depository to roceive such payment or tender, Lessee,
ur ﬂnr assizmee hereunder may at any time and Erom time to time cxecuta and deliver to Lussor, or to the depository na a release or releases cover-
ing all or any portion or portions of the premises, and thereby surrender this lease ax to such portion ar pertions and be relieved of all obH-
gutlons in connection therewith, and thereafter the rentals payable by Leossee shall be reduced in the proportion that the acreage covered here-
under {5 reduced by such release or releases. The down cash payment is consideration for this kease according to its terms and shall not be allocated

as a mere rental for & period.

v

Lessoe, at its option, is herelx‘;lvun the right and g:wer to- or combine the acreage covered by this lease or any grﬂnn
with other land, lease or leases in immediste vicinity thereof, w in Lessee’s judgment it is necessary or advisable to so in
roperly to develop and operate said premises in compliance with any lawful spacing rules which may be prescribed for the field fn which this
ase §s situated by sny duly suthorized authority, or when to do so would, in the judgment of Lessee, promote the conservation of the
and gas in and under and that may be produced from seid premises. Lessee shall execute in writing an instrument Hentifyim and describing
the pooled m:ruru. In lieu of the royslties elsewhere herein specified, Lessor shall receive on production from & unit so poo only such por-
tion of the royalty stipulated herein as the amount of his acresge placed in the unit or his royalty interest therein on an acreage

to the total acreage 50 pooled in the particular unit involved.
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. Notwithstanding an g to the contrary herein contained, k is understood and agreed that in the event during the primary term a por-
tion or portions of the covered by this lease are included with other lands in a unit or units established under the provisions of this lease
or .d.ﬂ“d by any duly authorized suthority having jusrisdiction thercof or otherwise, then operations on or production from » well situated
on lands em in such unit, shall serve to maintain this lease in farce 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 premises not embraced in such a unit and not otherwise maintained under
the terms hereof beyond the next rental po,yir'lhl date, 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, the amount of rental provided herein to be paid u the area then covered hereby, rduced in
the proportion that the acreage covered by this lease and contained in such unit or units bears to the total acreage then covercd by this lease and
further reduced by the amount of any shut-in gas well royalty payments made by Lessce during the rental period or poestion thereof im-
mediately preceding such rental I;n}fment date on that portion of the leased premises not r.-mhr:cecf in such a unit. By similar tencler or pay-
ments on each succeeding annual rental date this lease may be 30 mlintlinecf 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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operations are being conducted with no cessation of more thmmhundmdtw::?(lﬂﬂ} consecutive days |

final induction electrical survey of one well and the actusl drilling operations another well; any well commenced and drilled pursuant

hereto after the primary term shall be drilled to a h sufficient to test the producing horizon in the nearest producing well unlesa produc-

tion in rlyinl quantities 13 encountered st a jeaser . If operations taking place at or after the expirstion of the primary term are discon-

tinued for Jonger tha mhundndwmt{u{lwm:ﬂvedlﬂ.ﬂmIhhleua:hallmhh:[nrcemdeffaetnnlrntnthekmdmhu
or units.
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Lsesee shall or within three (3) months after the expiration of this lease to remove all
Hrturuphoulbylmunﬂldhmhuludhgtheﬂghtmduwmdmnlluﬂnp.WMnuquimdbylmr.lmwmg
below no well shall be drilled within 200 feet of any residence or bam now on 1aid land without L ’
mt.l.munlmutnpmuctMfmmychmfmd‘n:ulwlmmmuhmgfm tions of Lessee hereunder and
nd its operation hereunder.
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any cause, Lessee shall have the right to designate and retain under the terms
ofl. being worked on or drilling for oil hereunder, and one hundred sixty (160} acres,
plus an acreage tolerance not one Lmrlrud sixty {160) acres of land around each well producing gas, being
cr-\wurlced on or drilling for gas heraunder governmental :pach:nrﬂmm,hthelhenmnfmhurder.u:d:rthawell;pach\:intha

et wull.lnwhichﬂu,[mmrrﬂahnmndu&mhweﬂtlntndmlﬂuttedmmh

= ared, 4 s 3
v i*:lu-fnr.-ll- pm.mu:hlt the screage that Lesses may retain hereunder around any duch well which is » part of a pooled unit is that portion of the
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. Laessor warrants titls to the interest hersin conveyed, but it is agreed that said warranty and Lesses’s recourse a inst Lessor in the svent
of failure of title shall not extend beyond the return to the Lessee of such of the renfals, royalties, and bonuses, interest, ax accrued
and were received by Lessor from the acreage to which title failed Leuu-thhoihnmrdbchmmyum.mrt ges, or other such liens

subrogated to such liens with the right to enforce same

towards satisfying same. Without inn:mmt of Lessee’s right under the above war-
ranty in the event of failure of title It 1s a that if Lessor owns an interest Jess than as in represented, then the rentals and royalties
herein provided For to be paid Lessor be reduced ionately.

ANl expressed and all be su to all valid Federsl and State Laws, Executive orders, rules and
regulations and thiz lease 1 not be terminated, in or in part, nor be held liable in damages for failure to comply with such ob-
ligations, 1f lHance ts prevented any such law, order, rule or regulstion. }f from any such csuse Lessee is prevented from conducting
drilling or reworking operations on, or ofl or gas from the leased premises, the time while Lessee is 30 prevented shal! not be countad
aguinst Lessee, and this Jease shall be extended for a period of time equal to that during which such Lessee i3 30 prevented from conducting
drilling or reworking operstions on, or producing oil or from such leased premises, notwithstanding any other provision hereof; providad, that
the provisions of tht paragraph are not to be construed as selieving Lessee #om the payment of delay rentals for the maintenaoce of this lesse
during the primary term or sny extended term as herein provided.

In witness whereof _‘uah\i,qs‘tqpment is executed on the day first above written,
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