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© THIS LEASE PREPARED Bg JIZlIJIL'I'I EBAAII HSF‘!'UR c ‘ ‘- ¥ PMM 95837
FEDERAL INTERMEDIATE CRE :
POST OFFICE BOX 12468 OIE AN dR8'\Lease
JACKSON, MISSISSIPPI 39236-2468
THIS AGREEMENT made this—26TH day of SEPTEMBER 19 89’ between

the FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON, Lessor, herein represented by the undersigned officer, duly au-
' ARKLA EXPLORATION COMPANY

lhnrized,' and

. Lessee, WITNESSETH:

r

044

Lessor in consideration of TEN DOLLARS AND OTHER VALUABLE CONSIDERATIONS, in hand paid, the rovalties provided, and
ﬂm agreements of the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpow of investigating, osplar-
Sng, prospecting, drilling, and minlng for and producing oil, gas, and all other minerals derived from oil and gas, together with such rights as
e Lessor may own to enter and use the lands herein descri sed for the purpose of dredging and maintaining canals, constructing roads and
ridges, laying pipe lines, building tanks, power stations, telephone lines, and other structures thercon to produce, save, take care of, treat,
nnsf)ﬂrt, and own said products, and buil ing houses for its employees, and in genera! for all appliances, structures, equipment, servitudes and
rivileges which may be necessary, useful, or convenient to or in connection with any such operations for complete development and produ-

I| §i:»:n of sany or all of such minerals conducted by Lessee thereon the following described land in SHE LB
unty ¥ ¥afh, state of_ ALABAMA to-it:

An undivided one-half Interest in and o all oil, gas and all other minerals derived from oil and gas in and under the following described
property, to-wit:

ESuuthwest Quarter of Southwest Quarter, Sectfon 7, West one-half of Northwest

Quarter of Section 18; Northwest Quarter of Southwest {Quarter of Section 18, all in

ITuwnship 22 South, Range 1 West. Southeast Quarter of Southeast Quarter of Section

12, and the East one-half of the Northeast Quarter of Section 13; Northwest Quarter
of Northeast Quarter of Section 13, except 3 acres in the Northwest corner, thereof;
being 3 acres long East and West and 1 acre wide North and South; 2 acres in the

Southwest Quarter of the Northeast Quarter of Section 13, beginning at the Northeast
corner of said forty acre tract and running South the width of 1 acre square, thence
West the distance of 2 acres or 140 yards, thence North the distance of 1 acre or 70

yards, thence East the distance of 2 acres or 140 yards, to the place of begtnning.

17.5 acres, more or less, situated in the Southwest Quarter of Southeast Quarter of
Section 12, lying East and South of the Southern Railroad, more particularly

- described as follows: Commencing at the Southeast corner of the Southwest Quarter
P of the Southeast Quarter of said Section 12, thence North 440 yards to the Northeast
. corner of said quarter section, thence West 139 yards to the right of way of the

Southern Railroad, thence in a Southwesterly direction along the right of way of
said raiiroad 266 yards to the "Add Harvill" Tract of land, being a 10 acre lot in
the same quarter section, thence along Add Harvill ‘Lot at right angles to said
railroad 403-2/3 yards to a point where said line intersects the South boundary line
of .Section 12, thence East along said section line to the point of beginning, being
about 15 feet from the potnt of intersection to the point of beginning, containing
17.5C4acres, all that part of the Northeast Quarter of Northwest Quarter of Section
13 1¥ing Southeast of the Southern Railroad except 5 acres owned by Will Jones,
knowh™as William Jones, and which was conveyed to said Jones by J. S. Collum,
consisting of 8 acres, more or less and all of which said land is sjtuated in
Township 22 South, Range 2 West, Shelby County, Alabama, all of above and foregoing
land '¢dnsisting of 344.6 acres, more or less.

As a’?ﬁrther and additional consideration for this lease and in addition to the
royalty provided in paragraph I11I, the lessee agrees to pay to lessor an over-riding
royalty equal to 1/32 of all of the oi1, 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 and under the same
conditions as are provided for the payment and delivery of the 1/8 royalty as set

out in para 111 hereinbelow.
. F J l.m_x paid one-half of the myalties htreinaflntrﬂ: the delav

n view {stonal interest leased hereunder, the
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' STATE OF| MISSISSTPPT
COUNTY QF MADISON

.I- ._"-' Y l.[l__li}'I III. *j . . iq"’!"l -
Before me, the undemsigned authority in nm:l. for the jurisdiction aforesaid, this day personally appeared

v . e b, l M . PRI " LA . b "t ' .
! BN < :‘l ! | i . who. is known to me and who acknowledged that his name as
A P v - ' . - B
Vaeg o beditd g L ! | .+ .of the FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON, a corporation, i signed to
‘i, ; the foregoing instrument, and that, being informed of the conlents of this instrument, he, as such officer and with full authorily, signed, executed,
sealed and delivered the same voluntarily as the acl and deed of said corporation for the uses and purposes therein sialed. :
. 4..+||.J1J -:jl.,.* 1 |I.!' : ,.;;l I | . . . .

AL Civen under my hand and official seal of office th day of , 19
| IL l-f!-:b:g”*l *I: 1;1..}'_'.1 e k- .* Feob - ' ]
il {l R}H "‘:U‘tt.l' ‘ |4' 34 r K B ‘ [ " 1 |
-..flgi TR I L R T S S . | i ,
My c?mmh]lfnn expires — : ' ' Notary Public
- T " J - oy by '. |_|‘I ' . . , .
/ L.lJ.iL:‘lilj.‘l' 2 S R IPIY BN s

" vt sy L E L ord I L b
N2 XA T " ALABAMA CORPORATE ACKNOWLEDCMENT

N T R I A e N L L
- ligfé'ﬂ!j !:..r' :!..,.ILL; S 1 I ) |
! l TE ﬂFJh'I[HSIgslPFl ] i_..l.* i Y » " Lo ] :
Wt COUNTY OF MADISON .- § ;- =" e o o .
iy R ! ,. | i I PR ol e e ) G b . ]
vy tees. b thalqnhqx{ignml,- Notary Public in and for sakl County in said State, hereby certify tha :
v whose' Rame Bet M 0 YICE PRESTDENT - . wf the FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON,

a curporation, is signed Lo the [oregoing conveyance, and who is known to me, acknowledged before me on this day that, being mformed of the con-

T lents of the uunvuyap::ethe. us such officer and with full authority, executed the same volunlarily lor and as the act of said corporation.
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sy For rental lpl}flnﬂ purposes the above described land shall be teated as compriting 349 50 __ acres, whether there be more
oy losy, 1° 1 . _ I © e
. I‘ﬂﬂﬂ--—p—-—# ) .
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Subject to the other tmrllinn.l'ﬁerein contained, this lease shall be for a_term of FIVE _ Years
from thisudiltu li?nllednprimﬂr term ) and as long therealter a3 oil, gas, or any other minerat derived from oil or gas is produced Frosm sabd land in
paying quantities, or as long as any payment is made or any conditions exists which, as hereinafter provided, continues this lease in force.

111

g

| In consideration of the premises, and as royalties hereunder, Lessee covenants and agrees;

w1 To deliver to the credit of Lessor, free of cost, in the pipe line or lines ta which it may connect the well or wells producing here-
under, or in the containers of such other carrler as may be used in transparting the ofl from the leased premises, the equal one-¢ighth part of
a1l oil procluced and saved from sald land, such oil to be marketable crude when so delivered; provided, however, that in the event of the stor-

age of oil by Lessee, such storage shall be ut the expense of the Lesses without charge to Lessor,

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

b
(a} If such gas is sufficiently impre ated with liquid hydro-carbons that paying quantities of such producls can be separted therefrom
and linuefied as a practical lease operation by meand of traps, separators, or other devices used in the industry for such purpose, Lessee will in-
stall such traps, separators, or other devices and separate 30 much of said liquid h deo-cnrbons, whether gasoline, distillate, condensate, or other
liquid petroleum products as can be separated from such gas by such devices, Lessor shall receive one-cighth of the gasoline, condensate,
distillate, or other liquid petroleum products racovered in such manner, same 1o he delivered free of cost to credit of Lessor in the same man-
ner as hereinabove provided for ofl royslty, and 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 lessed premises s not sold or used off the leased premises but is taken to an
extraction plant for further processing Lesses shall also deliver to credit of Lessor at such plant one-eighth of the gasoline, condensate, distillate
ar other petraleum products extracted therefrom less the reasonable cost of extraction, provided, however, such costs shall not exceed 50% o
the market value of the products so extracted, and pay to Lessor one-eﬁigzth of the market value st the outlet side of the plant of all residue gas

remaining after such plant operation if such residue gas is sold or used off the premises.

(e} IF such gas is not sufficiently impregnated with Yquid hydro-carbons that paying quantities of such products can be separated there-
from and liquefied ss & practical lease operation by means of traps, separators, or other devices used in the industry for such pursme before
taking the gas to an extraction plant, Lessee will. at the plant, deliver to the credit of Lessor one-cighth of all gasoline, condensate, istitlate, oy
other petrofeum products extracted therefrom mi:ject to a reasonable charge for the cost of such extraction, provided, however, such costs shall
not exceed 50% of the market value of the products s0 extracted, and pay to Lessor one-eighth of the market value at the outlet side of the
plant of sl yesidue ges remaining after suc plant operation, if such residue gas-is sold or used off the premises. '

(d) Om dry natural gas to pay Lessor one-eighth of the mavket value at the well of such gas sold or used off the leased premises.

(¢} Where there is on the leased ites or any unit including the same or part thereof a well or wells capahle of proclucing gas, and
gas 1s not being used off the premises or sa 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 effect for a period of 80 dayx after cessation of production or operatims oy the shutting
in of said well if on or before the expiration of sald B0-day period, Lessee pays or tenders to Lessor a sum equal to onc-half the nrjnmll rental por
acre hereinafter set forth for the number of acres then covered by this lease, or One Hundred Dollans ($100.00) per well depending upon which
sum is greater. Such payment «hall maintatn this bease in full force and effect for a period of six {8) months from the expiration of said Y0y
perlod, and jt will be considered that gas is being produced hereunder, and such payments or tender shall have the same offect as the production nf
gas, for all purposes hereof. Thereafter, semi-annually in like manner, upon like payments ar tender this lease will continne in foree and effect For
successive periods of six (8) months each, so long as such payments are made, but not, howover exceeding six (8) such successive periods heyom!
the primary term of said lease, 1t is understood that the above pravision or shat-in clause shall also apply to any well where gas-oil ratio is such

CL) that the Lenses is not permitted to operate such well without the use or sale of gas.

o option at the w

L &% royalty on oft and gas shall be computed
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3. To palr th:nli.nm for all other minerals derived from oil and gas which are produced and marketed one-cighth in kind or value at Lessor’s
ell or mine.

4. Lessee shall have free use of n‘i}, gas and water From gaid land except water from the Lessor’s wells for all operations hereunder snd the
ter deducting any so used.

¥

1f & wall Is not sctuslly spudded in on said land in diligent search of oil of gas, on or before one year from above date,
lerminate as to both parties uniess on or belore such date Lessee shall psy or tender 1o Lessor, the FEDERAL INTERM

ghCKSDH at Jackson, Mississippl, ils successors or assigns {or to such depomlory as may hgreafter h! designated in wriling
! W Dollars { hercin called rental) which shall cover the privilege of deferring such
¢h o well) for a period such

the leate shall then automatica
EDIATE CREDIT BANK O
by Lessor or assigns) the

um of e
rilllng operations (:puddinlg in of su of twelve ( 12) months. In like manier and upon like payment or terxler annually
il

drillinge operations may be further deferred for successive periods of twelve (12} months cach during the primary term. The payment or tender of
rental may be made by mailing or delivering to Lessor or depository on or before such date of payment the check or draft of the Lesses if sald check
ar draft & honored upon presentment. If such Lessor or denository should fail, liquidate, or be succeeded tiy ancther, or for any reason fail or refuse
to accept rental, Lessee xhall not be held in default for failure to make such payment or tender of rental until thirty (30) days after Lessor, its
suceessors or assigny, shall deliver to Lessas a proper recordable instrument, naming another depository to seceive .-mclgdpnment or tender. Lessee,
ur nnir asslgnec hereunder may at any time and from time to fime cxecute and deliver to Lossor, or to the depository namcd a rclease or releases cover-
ing all or any portion or portions of the lensed premises, nnd thereby surrender this lease as to such portion or portions ard be relieved of all obli-
gutions in connection therewith, and thereafter the rentals payable by Lossee shall be seduced in the proportion that the acreage coversd here-
under is reduced by such release or releasas. The down cash payment is consideration for this fease according to its terms and shall not be allocated

as & mere rental for a period.

Y

Lesses, nt its option, 1a given the right and Twer to 1 or combine the acreage covered by this lease or any ;Il.lon thereof
with other land, lease or leases in the immediate vicinity t ersof, when in Lessee’s judgment it is necessary or advisable to so In order
roperly to develop and operats said premises in complance with any lawful spacing rules which may be prescribed for the field in which this
enso I8 situsted by any duly authorized authority, or when to do so would, in the judgment of Lestes, promote the conservation of the oil
‘and gas in and under snd that may be produced from said premises. Lessee shall execute in writing an instrument idcnﬂfyilra and describing
the pooled l.r.'rﬂl; "In Yeu of the royalties elsewhere herein specified, Lessor shall receive on production from a unit so poo only such por-
tio 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 m:rnia £0 rolnd in the patticular unit involved.
¥ -
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ston in ng quantities is encountersd at a lesser depth. If operations taking place at or after the expiration of

VI

Notwithstanding snything to the contrary hereln contsined, it is understood and agreed that in the event during the primary term a por-
tion or portions of the coversd by this lease are included with other lands in & unit or units established under the provisions of this lease
or adopted by sny duly suthorized muthority having jurisdiction thereof or otherwise, then operations on or production from a well situated
on lands emb in such unit, shall serve to maintain this Jesse 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 premises not embraced in such a wnit and not otherwise maintained under
the terms hereof beyond the next rental pl)'i::‘?‘ 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, amount of rental provided herein to be paid u the area then covered herehy, reduced in
the proporticn that the acreage covered by this lease and contained in such unit or units bears to the total acreage then covered by this lease and
further reduced by the smount of any shut-in gas well royalty payments made by Leisce during the rental perioci or portion thereof im-
mediately preceding such rental payment date on that portion of the l::se;iesremhu not embra in such a unit. By similar tender or pay-
ments on each succeeding annual rental dete this lesse may be 30 maintai in force during the remainder of the primary term as to the
portion thereof not included in such unit or units,

- 1, A 1
'...I!'1-:J ;-.I' :‘ I:I o ‘- . . ﬂl
. Production in paying quantities on a portion of the leased premises or lands unitized therewith will
'hmﬂthupmumumrhthmhdududhlpmdm:mﬂwmh,lluﬂum:l conformity
Hhmmvodbylﬂduh’mﬂwrhﬂ!mdwﬂty having jurisdiction thereof, However, this Jease shall not terminate if actual drillin
thohuodw{:r;mhu or on lands with which a portion of the leased premises may
ANy au!y authorized authority hﬂn:fﬂdm thereof) are being conducted at the of the
jons shall continue to maintain this lease in force and e bcyondt}mprhurrtemforlnln;;umﬂdrﬂllnl
rations are being conducted with no cessation of more than one hundred twenty {120) consecutive days from the the running of the
induction electrical survey of one well and the actual drilling operations another well; any well commenced and drilled purmuant
hereto after the primary term shall be drilled to a depth sufficient to test the producing horizon in the nearest ;E:Iudn: well unless produc-

E
J
1
i

tinued tor longer than one hundred twm%(lﬂﬂ} consecutive days, then this lease shall remain in force and effect only as to the leased premises
or units.

cll!mhmhﬂed_wﬂhinproducﬂmunit
Ef% Viii
Leémsos shall have the at any thoe during, or within three (3} months sfter the Irution: of this lease to remove all
mewmgﬂnﬂhﬂl hwludh:l.ﬂn right to draw and removs all clﬁn:lm%:n requiradhyl.mur,l..tﬂ:a wﬂlﬁ
all pipe lines below ordinary plow depth and no well shall be drilled within 200 feet of any residence or bam now on said land without 5
P

impair the effectiveness of yments made hersunder otil Lessee shall have been Il;roﬁnangUnit-dﬁumn:?l,fmtr
nor u Ve -
"E five (45) dlﬂbdmomrmtm-wﬂﬂdmﬁﬂwmmﬂmdummmﬂ inheritance, sale, or other change

hold owners (inc sublessees) ratably according to

Inihi'm::!unuﬂaﬁnnmhmhlthnd&hhﬂfwmm.lﬂﬁnﬂhuﬂuﬂgmtndulputemd retain under the terms
' around sach well producing ofl mmmdrﬂlln; for oll hereunder, and one hundred sixty (100) acres,
plus an acreage tolerance cent ) of one sixty (180) acres of land around esch well producing gas, being

worked on or drilling for hereunder, governments] ing order or, in the absence of such order, under the well spacing in the
arca, » larger or mﬂarlngt“hu been :]rluttud to E:rch well, in whid?::ﬂ,llnl!u may retain around each such well the tract so allotted to such

wall; prov that the screage that Lesses may retaln hereunder around any fuch well which is a part of a pocled unit is that portion of the
Yand covered hereby which b included in such pocled unit,

| R cod

qmdth:tnﬂwmlrﬂlmu'lmmmuthmhﬂuml
such of the renjals, royalties, and bonuses, without interest,
at his option may discharge any taxes, mort , OF r such
subrogated to such liens with the right to enforce
Hhout lmmirmtnt of Lessee’s right under the above
a3 herein represented, then the rentals and ties

and were received by

upon Lessor’s interest in above lands and In
snd may apply rentala and roy accruin
ranty in the event of failure of title it b
herein ﬁvidud for to be paid

expressed and Led obligations of valid Federal and State Laws, Execulive orders, rules and
regulations and this lease shall not be terminated, or Lesses be held liable in damages for failure to complv with such ob-
Yigations, If compliance is preventad by gulation. If from any such cause Lessee is prevented from conductin
drilling or m&inn operstions on, or p::l remises, the time while Lesseoe is 90 prevented shall nct be count
against Lessss, and this Jease shall be extended to that during which such Lessee is 30 prevented from conducting
or producing oil from such leased , notwithstanding other provision hersof; privided, that

drilling or reworking operstions on,
the provisions of l.hi paragraph are not ttu

during the primary term or an od te
o In -ﬂm whereof th Wmt i ex
| N j{"ﬁ\‘t:i'-‘;ig 8 ’: _ ERAL INTERMEDIATE CREDIT BANK OF JACKSON
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