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.,THIS LEASE ;PREPARED BY JULIE A. MAYOR PMM 76525

FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON '
POST OFFICE BOX 12468 OIL AND Gig LEASE

JACKSON, MISSISSIPPI 39236-2468

THIS AGREEMENT made this__26TH _ day of SEPTEMBER 19_ 89 between
I ' .

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

IR ~ ARKLA EXPLORATION COMPANY

thorized, and .

— — - —
- -

' , Lessee, WITNESSETH:
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Lessor in consideration of TEN DOLLARS AND OTHER VALUABLE CONSIDERATIONS, in hand paid, the royaltiex provided, and
the agreements of the Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, explar-
ing, lprn:pu:ting. drilling, and mining for and producing oil, gas, and all other minerals derived from oil and gas, together with such rights ax
the Lessor may own to enter and use the In herein descri for the purpose of dredging and maintaining canals, constructing roads sl
bridges, laying pipe lines, buillding tanks dpj:wer stations, telephone Jines, and other structures thercon to produce, save, take care of, treat,
transport, and own sald products, and buil g houses for its employees, and in general for all appliances, structures, equipment, servituches and
privileges which may be necessary, useful, or convenient to or in connection with any such nperatiumsfﬂtl qh-tr development am! prixluc-

tion of any or all of such ndmhATmﬁ Aby Lesseo thereon the following described land in
Caunty’%;( ¥I,I;'l§1, State. of —— it to-wit:

I W -
“An l;:.ndtlﬁded fun:—hllf Interest in and to all ofl, gas and ‘all other minerals derived from oll and gas in and under the following described
propeny, wil: .

1
|

. EE The East one-half of Northwest Quarter of Section 28,
Township 19 South, Range 1 East, all situated in Shelby
S;E County, Alabama.
CJAs a further and additional consideration for this lease and in

- addition to the royalty provided in paragraph IIT, the lessee agrees
1 to pay to lessor an over-riding royalty equal to 1/32 of all of the
¢S 041, gas, and other minerals produced from the undivided 1/2

s sntorest leased herein, or 1/64 of all production from the entire
i""""m1ruu=.*rni't‘l,*Int:amstﬂ. 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 tn paragraph IlI1 hereinbelow.
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 Thn view n”ﬂﬂﬂﬂl intersst leased heretinder the lm(_' i nne-half of the realties hﬂﬂﬂr‘lﬂﬁﬂ“nr‘a th dalae
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' §TATE OF {MISSISSIPPI
COUNTY OF MADISON

Before me, the undersigned authority in and for the jurisdiction aforesaid, this dir_pemnallr appeared

. who is known to me and who scknowledged that his name as

of ihe FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON, a corporation, is signed o
the foregoing instrument, and thal, being informed of the contents of this instrument, he, as such officer and with [ull authority, signed, execuled,
sealed and delivered the same voluntarily as the act and deed of said carporation for the uses and purposes therein stated.

Given under ‘my hand and official seal of office this day of L19 .

ox
o5
£ My commission expires

Notary Public

] L :

! | Eg - ALABAMA CORPORATE ACKNOWLEDGMENT
='j STATE OF MISSISSIPPI
J COYNTY OF MADISON

— -
' C*-}. the undersigned, Notary Public in end for said County in said States, hereby certify thate . RONALD P, RODRIGUEZ .

“' whose name 8 VICE PRESIDENT of the FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON.
' B corpuration, is signed Lo the loregoing conveyance, and who is known 10 me, acknowledged before me on Lhis day thal, being inflormed of the con-

tents of the conveyance he, as such olficer und with full suthorily, executed the same voluntarily for and ay the act of said corporation.

' ‘Givlens under™my tiand thisJOTEH . day of JANUARY . .,
oL Y L R L I L AN AR P '
N IR ELE MY R AT MR TR i
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oy My commissign expires _October 21 .._1 990,
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from this date { called primary term ) snd as long thercafter as oil, gas, or any other mineral derived from oil or gas is
paying quantities, or as long as any payment is

-
i}
1

'k

[ 1 owsi. g

For rental Ipaying purposes the above described land shall be ticated as eumpdling___a.o_-_o.o_ acres, whether there be more
T .

or loss. A
r

A 4

T | 11

Suhject to the other provisions hereln contained. this lensa shall be for a term of EIVE _ years I X XXX

1 $.9.9.% 0
produced from xaid land in
or any conditions exists which, as hereinafter provided, continues this lease in _fm:te.

411

In mmidemtllnn of the premises, and a1 royalties hereunder, Lessee covenonts and agrees:

1. To deliver to the credit of Lessor, fres of cost, in the pipe line or lines to which it may connect the well or wells pioducing 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-cighth part of
all oll precluced and saved from said Iand, such oil to be marketable cride when so delivered; provided, however, that in ibe event of the stor-
ase of oil by Lessee, such storage shall be at the expense of the Lessee 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 gasecus sub-
stunces used for the extraction of gasoline, distillate, condensate, or other petroleum products as follows:

{a) If such gas is sufficlently impregnated with liquid hydrocarbons that paying quantities of such products can be sepamated thercfrom
andd 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 traps, separators, or other devices and separate so much of said biquid hydro-carbons, whether gasoline, distillate, condensate, or other
Heuid petroleum products as can be separated from such gas by such devices, an Lessar shall receive one-eighth of the gasoline, condensate,
distillate, or other Yquid petroleum products cecovered in such manner, same to be delivered free of cost to credit of Lessor in the same man-
ner as hercinabove provided for oil royalty, and one-eighth of the market value of the gas there sold or used off the leasted premises.

(b} When the gas that remalns after such operstion on the leasad Frﬂ!ﬁ“l is not sold or used off the leased premises but is taken to an
extraction plant for further processing Lessee shall also deliver to credit of Lessor st such plant one-eighth of the gasoline, condensate, distillate
or other petraleum products extracted therefrom less the reasonable cost of extraction, provided, however, such costs shall not exceed 30% of
the market value of the products so extracted, and pay to Lessor one-¢l th of the market value at the outlet side of the plant of all resklue gas

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

(¢) If such gus is not sufficlently impregnated with liquid co-carbons that peying quaatities of such products can be separated there-
from and liquefied as n practical lease operation by means of tra J:?’dlepuutnn_ or other devices used in the industry for such pu before
taking the gas to an extraction plant, Lessee will, at the plant, deliver 10 the credit of Lessor one-eighth of all gasoline, condensate, istiflate, or
other petroleum preducts extracted therefrom luiaiut 1o m reasonable charge for the cost of such extraction, provided, however, such costs shall
not excesd 50% of the market value of the products so extracted, and pay to Lessor one-eighth of the market value at the outlet side of the
plant of all residue gas remaining after suc plant operation, if such residue gas.is sold or used off the premises.

{d) On dry naturs! gas to pay Lessor one-eighth of the market value at the well of such gas sold or used off the Jeased premises.

L

o {uLﬂWhere there {5 on the lu:eiﬁemisu or-any unit including the same or part thereof 1 well or wells capable of producing gax, and
as fs not 1]

o

éﬁl’ﬂ hereinafter set forth for the rumber of acres then covered hy this lease, or One Hundred Dollars ($100.00) per well depending wpon which

2 or nnr assignee hereunder may at any time and
- INF, B ]

ng used off the premises or ait or marketed therefrom and this lease is not then heing maintained by other production or opem-
tions, this lease shall nevertheless remain in full force and effect for a period of 90 days after cessation of production or operations or the shutting
n of sald well if on or before the expiration of said B0-day pericd, Lessee pays or tenders to Lessor a sum equal to onc-half the annual reatal poer

ix ter. Such t shall majntain this lease in full force and effect for a period of six {6) monthx from the explration of xaid) 90-day
de,ﬁf it will ﬁ! gnlm:‘ed that gas i being produced hereunder, and such payments or tender shall have the same ‘Hhﬂ as the production of
, for all purposes_ hereof, Thereafter, semi-annually in like manner, upon like payments or tender thix lease will continuc in force and effeut fn=

uccessive periods of six (8) months each, so long as such payments are made, but not, howcever exceeding six {6) such successive periods beyon
he primary term of said lease. 1t is understood tﬁlt the above provision or shut-in clause shall also apply to any well where gas-oi] eatin is such

hat the Lesses is not permitted to operate such well without the use or sale of gas.

tion: at the well ar mine.

4. Lessoo shall have free use of oil, gas and water from said land except water from the Lessor's wells for all operations hereunder and the
royalty on oil and gas shall be computed after deducting sy so used.

EP 3. To pay the Leasor for all other minerals derived From oil and gas which are produced and marketed one-cighth in kind or value st Lessor’s

1f & wall is not sctually spudded in on sald land in ditigen! search of oil or gas, on or before one year from above date, the lease shall then sutomatica
terminats as 1o both plrtiu: unless on or befors such date Leasee shall pey or tender o Lessor, the FEDERAL INTERMEDIATE CREDIT BANK 3;

JACKSON at Jackson, Mississippi, its successors of assigns {or to such deposilory as may he:rufter be designated in wriling by Lessor or asgigns) the

ﬁ;ﬁ.ﬂ...ﬂ.ﬂ Doltars { herein called rental) \;rhi::h shall cover the privilege of deferring such
In of such a well) for a period of twelve (12) months. In like manner and upon like payment or tender annually

rther deferred for successive periods of twelve (12) months cach during the q:timnry term. The payment or tender of
U

"

sum of :
drilling operations (npuddirig
1]

drilling operations may bs
rental may be made by malling or delivering to Lessor or depository on or hefore such date of payment the
or draft s honored upon presentment, If such Lessor or depository should fail, liquidate, or be succeeded by another, or for any reason faf} or refuse

to accept rental, Lessee shall not be held io default for failure to make such payment or tender of rental until thirty (30} days after Lessor, its

successors or assigns, shnll deliver to Lessee a proper recordable instrument, naming another depository to receive such payment or tender, Lessee,
I;f’mm time to time cxecute and deliver to Lussor, or to the depository named a release or releases cover-

or any portlon or portions of the Jeased premises, and theraby surrender this lease ns to such portion ar portions and be relfeved of all obli-

- gations In connection therewdth, and therenfter the rentals payable by Lessee shall be reduced in the proportion that the acreage covered here-
e’ under Is reduced by such release or releases. The down cash payment i consideration For this Jease according to its terms and shall not bo allocated

as 3 mere rental for a period.

Lessee, at its option, is here Mtha'ri:htmdmwﬂtn 1 or combine the screage covered by this lease or any thereof
with other land, lease or leases in the immediate vicinity reof, in Lessee’s judgment it is necessary or advisable to so in order
roperly to develop and operate 2aid premises in compllance with any lawful spacing rules which may be prescribed for the field in which this
ease {s situsted by any duly authorized suthorty, or when to do 30 would, in the judgment of Lessee, promote the conservation of the oil
and gas in and under and that may be produced from said premises. Lessee shall execute in writing sn instrument identifying and describing
the pooled acreage. In Yieu of the royalties slsewhere herein specified, Lessor shall receive on production from & unit so pool only such por-
tionr 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 tota] acreage so pooled in the particular unit involved.

% or draft of the Lessee if said check

!.-l



Nnhvitlut:ndlwthh: to the contrary berein contained

- vl

it is undersiond and agreed that in the event during the primary term a por-

. an
tion or portions of the covered by this lesse are included with other lands in. a unit or units established under the provisions of this lease
or sdopied by any duly authorized suthority having jurisdiction thereof or otherwise, then operstions on or production from a well situated

in such unit, shall serve to maintain this lease in force as to that portion of the leased premises embraced in such a unit,

but shail 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 paying date, unless on or before such renta] date Lessee shall pay or tender to Lessor, or (o Lessor's
credit in the manner provided in this lease, the amount of rental provided berein to be paid upon the ares then covered hereby, reduced in
the proportion 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 amount of any shut-in gas well royalty payments made by Lessce durin the rental period or portion thereof im-

med intely preceding such rental
ments on each

yment date on that pertion of the leased premises not emhra in such a unit. By similar tender or pay-
succeedin nnnunr.nntal date this lease may be so maintained In foree during the remsinler of the primary term as to the

portion thereof not Included in such unit or units,
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uction in of the leased ises or lands unitized therewith will extend this lease only to such por-
lﬂndpp. wq“ﬂmmpm.mm“myhﬂﬁd;ﬂdhl“nucin:unitnrmﬂl.theﬁulndcmfarmltrofwﬁzh
pproved by any duly authorized autho having jurisdiction thereof. However, this lease shall not termina if actual drilling
lnrporﬁmJ ch pnﬂiuno[thelundpmhumlrhunlﬁ:ed.{nwh

' lnthomtdwmlhtluu Mﬂthhhuhmm,lmhﬂhwﬂnﬂ;htmdmmumdmundrrlhaurnu
hereof forty (40) acres of land mur each well pmdud&ll}n‘l’lf heht“worked on or drilling for oil hereunder, and one hundred sixty (180) acres,
cent one
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Lassor
of faflure of title shall not
and were received by Lessor from the acreage to which title failed, Less
upon Lessor's i
and ml:l]r apply rentals and royalties accruing hereunder
ranty

e b oo o 2 i el g
ta § er or, in a order, er we ng

::nh well, in whichwcl;,l l.ﬂ!unl:ur retain around each such well the tract so allotted to such
that the screage that Lessos may retain hereunder around any such well which is & part of & pooled unit is that portion of the
hereby which & included in such podled unit.

agreed that sald warranty and Lessee’s recournse a inst Lessor in the event
guch of the rentals, royalties, and bonuses, wit t interest, as accrued
ec at his opl:‘iun may discharge any taxes, mortgages, or other such liens
terest in above lands and in the event Lessee does so, Lessee shall subrogated to such liens with the right to enforce same
ards satisfying same, Without rment of Lessee’s right under the above war-

tow
the event of faflure of title H:‘Hndthatiflmrmmhtmhthmn rein represented, then the rentals and royaities
id be fonat

herein provided for to be pa
expressed

regulations and this
Ygations,
drilling or
against Lessos, and this lease shall be extended for a period of t

230 reduced proR:rl .
and lmqlld obligations of this lease shall be su to all valid Federal and State Laws, Executive orders, rules and
lezse shall not ted, in part, nor Lessee be hekl lisble tn damages for hiluratnrmpl‘y with such ob-
 compliance s provented by ang eock oo gas. rom the requlation. If from any such cause Lessce bt B i be oounte
’ oil or mom remises, t S0 preven shaly Coun
y O be o equal “I: thet during which such Lessee is so prevented from conducting

e
drilling or mrkillli.f. operations on, or p:z.lucin; oll or from such lensed g;u:nhu, notwithstanding any other provision hereof: provided, that

the provisions of

paragraph are not the payment of delay rentals for the maintenance of this lesse

the primary term or any extended term as herein provided. |
witness whereof this Instrument is Elﬂ“WTﬂy gﬂwﬂm

durin
‘ln
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. . >y Lo ) FEDERAL INTERMEDIATE CREDIT BANK OF JACKSON
i ARSI g mgga 290
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g - VICE PRESIDENT
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