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3, Aftoer Lossee has commenced drilling operations on the
jeased land, Lesse may, at its option, at any time and from Lime
to time, suspend, defer or resume such érilling operations. 1£
Lessee does not then resume drilling operations on fhe leased land
within one {1) year from the expiration of the last rental perioed
for which rental has been paid Lesscée shall resume the payment of
rentals in the same amount and in the same manner as hercinbefore
provided, and it is agreed that upon the regumption of the payment
of the rentals as herein provided this lease shall continue in
force as cthough there had been no interruption in rental paynents.

4. 1If geothermal steam. geothermal fluids, oY by-products
thereof are found by Lessee On the leased land in guantities qeem-
ed paying by Lessce, Lessce may at any time and from time to time
suspend operations under this leasec and the producticn of the sub-
stances from the land leased hereunder, and commencing with the
first day of the calendar month following the expiration of thirty -
(30) days from the date of such shut-in or suspension, Lessee shall
pay to Lessor annually the amount of the yearly rental set forth
in paragraph Two (2) above as shut-in royalties until such time
as the sale of geothermal steam, gecthermal fluids, o¥ by-products
thereof from the ljeased land is commenced of resumed. Such shut-
in royalties shall be deemed to be advance royalties to pe repaid
from royalties thereafter payable to Lessor hereunder. puring the
period that such operations are suspended or shut-in, Lessee's
obligations to produce hereunder shall be suspended, and the term
of this lease shall be extended during the period of such suspen-
sion.
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5. Lessee may at any time surrender this lease as to part or
all of the leased jand by delivering a guitclaim deed describing the
lands surrendered OY causing a gquitclaim deed to be recorded in the
appropriate county records. Lessee shall thereby be released of all
obligations hereunder as to the part of the leased land so surrender-
ed. In the event of a partial surrender, the annual delay rental
above mentioned shall be reducedrproportionately.

6. 1If Lessoxr owns an interest in the substances recovered
hereunder less than the entire and undivided fee estate therein,
the royalty and rental herein provided shall be paid to Lessor only
in proportion which its.ownership bears to the whole ané undivided
fee; provided however that, if Lessor has no interxest in the sub-
stances recovered hereunder buthas an interest in the leased land,
Lessee shall pay Lessor the sum of one-hundred dollars ($100.00)
per acre per year for all land actually occupied or used by Lessee.
as rental for the surface thereof.

7. Should any person, firm or coxrporation having an interest
in the above described land not leased to Lessee, OF should any one
or more of the parties named as Lessors not execute this lease, it
shall nevertheless be binding upon the party oxr parties executing
the same.

g§. lessee is hereby authorized to pay any taxes and assess-—
ments on behalf of Lessor and may, if it so desires, deduct the amount
so,paid from royalties or monies due Lessor hereunder.

9., Lessee shall pay all taxes levied against its improvements
on the leased land, Lessor shall pay its royalty share and Lessee
shall pay the remairing portion of any and all taxes assessed upon
geothermal steam, geothermal fluids, or pby~products thereof from
the leased land on account of actual production of geothermal steam,
geothermal fluids, or by-products thereof on or from the leased land,
and also all severance, producticn, license taxes, and other taxes
or assessments levied or assessed on account of the production o
sale of geothermal steam, qeothermal fluids, or py-products thereof
on or from the leased land. Lessor shall pay before delingquency all
other taxes and assessments on the leased land and improvements.
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10, If Lesses is provented or hindered from drilling or con- e S TR o BRTR L
dueting other eperations for the purpose of ehtaining or yestoring ‘ T
production or from producing said substances by fire, flood, storm,
act of God, or any cause beyond Lessee's conkrol (including, buat
not limited to governmental law, order or regulation, labor disputes,
war, inability to secure any necessary governmental permits, men,
material or transportiation, or an adverse claim to Lessorfs titie);
then the performance of any such operations or the production of
said substances shall be suspended during the period of such pre-
ventiayn or hindrance. If such suspension occurs during the primary
term, the payment of delay rental during such suspension shall be
excused and the primary term shall be extended for-a period of time
equal to the period of such suspension and this lease shall remain
in full force and effect during such period of suspension and any
such extension of the primary term. Lesgsce may commenca or resumne
the payment or tender of rentals in accordance with Paragraph 1'vo
(2) hereof, after the period of suspension, by paying or tendexing
within sixty (60) days after the period of sugpension the propor-
tionate part of the rental for the rental year remaining after such
period of suspension. If such suspension occurs after the primary
term, this lease shall remain in full force and effect during such
suspension and for a reasonable time therecafter provided that with-
in such time following the period of suspension Lessee diligently
commences or resumes operations or the production of said substances.
Lessee's obligation to pay royalty on actual production shall never
be suspended under this Paragraph. Whenever Lessee would otherwise
be required to surrender any of said land as an alternative to the
performance so suspended, then so long as such performance is sus-
pended by this Paragraph Lessee shall not be required to surrender
any portion of said land.
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If the permission or approval of any governmental agency is
necessary before drilling operations may ke commenced on said land,
then if such permission or approval has been applied for at least
thirty (30) days prior td the date upon which such operations must
be commenced under the terms hereof, the obligation to commence such
operations shall be suspended until thirty (30) days after the govern-
mental permit is granted or approval given, or if such permit or
approval is denied initially, then so long as Lessee in good faith
appeals from such denial or conducts furiher proceedings in an
attempt to secure such permit or approval and thirty (30) days
thereafter.

11. 1In case of default in performance by Lessee of any of the
terms, covenants or conditions contained herein and the failure to
conmence to remedy the same within ninety (90) days after receipt
of written notice so to do specifying the particulars in which it
is claimed Lessee is in default and thereafter to continue such
remedying with reasonable diligence to completion, then at the option
of Lessor all rights of Lessee under this lcase shall forthwith
terminate. There shall be saved and excepted from any lease termina-
tion hereunder as a result of default or a result of any partial re-
lease or quitclaim as provided in Paragraph Five (5) hereof:

(a) each and any well then capable of producing in paying quantities
the substances covered by this lease, and in respect to which Lessee
shall not be in default, (b) forty (40) acres of land surrounding
said well or wells, each said forty (40) acre tract to be selected

and located by Lessee, and {¢) rights of way and easements, across
lands subject to such lease termination, which are necessary for con-
ducting Lessee's operations on or in the vicinity of the lands retain-
ed including sites for electric generating units.

12. Lessor reserves all property rights other than those granted
herein to Lessee, including the ownership of mercury and mercury va-
pors, the right to use or lease the leased lands to third persons for
any use or purpose not inconsistent with the rights of Lessece herein,
and the right to sell or encumber the leased land to third persons
who will take subject to the rights of Lessee herein. Nothing in this
lease shall prevent Lessor from conveying all or part of the leased
land with a reservation of corresponding rights of Lessor hcreunder.
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17. TLessce duving the term hereof shall indemmify and save
essor harmless IXom and against any and all claims and demends,
whether for injuries to persons or loss of life, or damage to prop-
eriy, occouring on the leased land and arising out of the use of the
leased Land by Tessee, ox rting howover such claims and demands,
whelher for injurics to persons or Loss of life, or damage Lo Prop-
erty, caused by acts or omisgions of Lessor.

18, Lessee shall pay to the parson boeneficially interested in
the damaged object all damages causced by its operaticns LO the sur-
faco of the loased land, growing crops, P srure and improvements on
the leasced land, or to animals or Livestock.
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19. Within six (6) months after abandonnent of any well,
Lessee shall remove all machineyy, Smate rial and structures used
in conncction with said well and not used in its other operations,
if any, on the jeased land, und shall fill in and level off all
excavations, pits or other alterations in the surface of the land
caused in connection with said well, and generally shall restore
the surroundind 1and and the means of ingress and egress to as
good & conditi. . as existed when Lessec commenced operations under
this /lease, including the replacing or repairing .of all fences
which Lessee may have removed OX damaged.

20. Lessee is hereby granted an casement and right of way

for roads, pipelines, eclectrical transmission lines, and any other

uses related to Lessee's use of the leased land and cther lands

in the vicinity, over the leased land and any other lands now oOr . { ;
in the future owned, leased or otherwise controlled by Lessor in DR !
the vicinity of the 1eased land. o }

21. (A) Lessee shall have 'the right, from time te time and at ¢ ~ﬂunhuhéimaemu 

any time, to commingle (for purposes of storing, transporting, han-
dling, atilizing, selling or processing) said geothermal steam,
geothermal filuids, or by-products thereof, produced or extracted

from production from the leased 1and and lands pooled, unitized

or combined therewith, with similar substances produced or extracted
from production from other lands oXx units, and in the event of

such comuingling, Lessee shall meter, gauge, Of measure, according
to prevalent industry standards, the production from the leased land,
or from the unit or units including the 1eased land or other units
or lands, as applicable, and compute and pay Lessor's royalty attri-
butable to Lessoxr's land on the basis of such production as SO deter-
mined or allocated. ‘

(B) Lessee may, at any time or from time to time as a re-
curring right for drilling, development, OY operating purposes,
pool, unitize, or combine all or any part of the jeased land into
a unit with any other 1and or lands (whether held by Lessee Or
others), whether or not adjacent oOr contiguous, which Lessee desires
to develop OX operate as a unit. Such a unit shall be officially
created upon Lessee' filing in the office of the Ccounty Recorder
a notice of such unitization, describing said unit. Any well
(whether or not Lessee's well) commenced, drilled, drilling and/orx
producing O being capable of producing in apny part of such unit
shall for all puxrposes of this lease be deemed a well commenced,
drilled, drilling and/or producing on the leased land, and Lessece
shall have the same rights and obligations with respect thereto
and to drilling and producing operations upon the lands £from time to
time included within any such unit as Lessee would have if such
lands constituted the leased land; provided, however, that notwith-
standing this or any other provision ox provisions of this lease
+o0 the contrary:

(1) production as to which royalty is pavable from any
such well or wells drilled upon any such unit, whether located upon
the leased land or other lands, shall he allocated to the leased
land in the proportion that the acreage of the leased jand in such
unit bears to the total acreage of such unit, and such allocated
portion thercof shall for all purposes of this lease be considered
as having been produced from the leased land, and the royalty pay-
able under this lease with respect to the 1eased land included in
such unit shall be payable only upon that proportion of such pro-
duction sO allocated thereto, and,

(2) if any taxes of any kind are jevied or assessed
{other than taxes on the surface and on Lessor's improvements), any
portion of which is chargeable to Lessor under provisions of this
lease, the share of such taxes to be horne by Lessor as provided in
this lease, shall be in proportion to the share of the production
from such unit allocated to the leased land.
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any ether Lonse covering jands in sueeh unit until such Lilme as
the ownoer of guch lands 80 corminatod shadd entor AnLo & new agiees
ment to drill for oy produce o shall drill for o produce or il
or gouse Lo drilling for ox pror:h\cing ofi any <.1oot_.lm.‘;:x\.x:\}_ ateam,
gmothnrmal fluids, ox by -products thereof from any part of such
jands, whereupon 411 such lands subject to gsaid new agreement o
drilling oxr producing oparations formexrly included in such unit
and . as to which the lease covering tho same shall have torminntad
shail he excluded in determining the production to he allocated
ro the respe seive Lands in such unit; additionally. in the event
of the failure of Lossor's or aly other owner's title as o any
portion of the land included in any such unit, such portion of
such land shall likewise pe excluded in allocating productjon from
such unit; provided, howaver, hLessee shall not be held Lo account
for any production allocated Lo any lands cvcluded From any sueh
operatinq unit unless and uptil Lossee has actual knowlcedge of the
aforesald circumstances requiring such cxclusion. ANY exclusion
shall be deemed affective the fFirst day of thie month next follow-
ing the date upon whieh cuch exclusion becomes finally established.

(c)y At such time as Lessce shall have dridled and com-
pleted a well oxr wells on rhe leased land or land pooled, unitized
or combined therewith which. in Lessce's opinion, indicates &
sufficient power potential or ihe existence of extractable geothor-
mal steam, geothcrmal fluids, or bhy-~products thercof in commercial
qnantities, Lessee may at any time and from time to time fhereafter
construct, install, repair, nmaintain, replace and utiliezc on the
1eased land, facilities for rhe commercial sale or use of hot water,
geothcrmal steam, OX thermal energy produced on the leased land O¥
lands in the vicinity thereof or pooled, unitized or combined there~
with,  for the extraction of by-products thereof, and/or for develop-
ment of electric power from the use of geothermal steam oY thermal
energy, 0¥ for agricultural or other commercial purposes. and at
such time Lessee; if it so elects, may purchase from LessO¥, at

the then faixr marked value, an casement L[oT surface use only which
jessee shall in good faith neecd for such facilitles, the dGuration

of which shall extend for the 1ife of such facilities. Upon the
cxpiration thereof, such easement shall terninate and Lessee shall
furnish Lessor with a quitclaim deed divesting itself of all interest
in any such easement.

22, Lessor may give any notice or deliver any document hexre-
under to Lessee by mailing the same by registered mail addressed

to Lessee at 601 California gtreet, San Francisco, california 94108,
or by delivering the same in perscn to any cfficer of LesseC. Lessec
may give any notice OY delivexr any document hercunder to Lassor by
mailing the same by registered mail

addressed to Lessor at__p. O. BoX 321, Merrill, Oregon 97633 _ . S

et e SESRR

Y by delivering the same TS5 Tossor in pexson. YO The purposes

of this paragraph, either party may change its address by written
notice to the other. In casc of any notice oOr document deliverea

by registered mail, the same shall be deemed delivered when deposil-
ed in any United States Post Office, properly addressed as herein
provided, with postage fully prepaid.
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23. '.I‘l)j.s lease nnd all its texms, conditions and st ipulations
shall extend to and e bmrimq upon the hetrs, SuCCessors and as-
$igns of Lessor and Lessee

IN WITRHESS WHRREOYF, the parties iercto have exccuted this
agreoemnen t. :

y NALTOMPS- COMPANY.

Yy
"t\ ks el A
By (AN A2 o {7l

AR o B
Mlldxed L. Fothermgham
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STAIE OF CALIFORNTA
Ccity and County of San Froncisco

ON_February 27,1975, hafore m2y, the wdersigned, a Notary public in and for
he said state, pexrs .Jonally ap)\,urc\a John C. _Roberts

known to we Lo 1 the vice president, ~—5F NAIOMAS RS COMPANY the CorporaLlon Umt
exccuted the w:thm Instrument, known to me to be the person whio oxecuted the
within Ins strument, o0 pehalf of the Corpm“hon herein ncm“d, and acknowlce cdged
o me that such Corporation evecuted the within Instauo & pursuant to its
by-laws or & resolution of its board of directors.

WITNESS my hand and official scal

OFFICIAL BEAL

TERESA T, | ICHIYASU

NOTI\kY PG - L,I\LIH’I\(NII\
CHTY &CIUNIY C Ot SAN FRANCISCO

My Commission expires Mar. 4, 1979
mlmunmuullunuumulmmmmn.uum

MTTITiily g

o
Py e Mg
Notary Pubnc in and for® said State

F"""l:"""; 1

FATI L)

OREGON

, AD. 1915..., before me
,a Notary Pubhc in and for said County and State,
is. . Fotheriogham,. ..kus..wﬁe..and
ham....nis. w:Lf
known to me to De the person.: S the within ins
to me that .Ehd e*{ecutcd the samc,

IN WITNE ito set my hqnd and affixed my officinl seal the day and year In this
certificate ﬁrst above written.
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FXHIBIT "A"

TOWNSHIP 41 SOUTH-RANGE 10 EAST, W. M.

Section 4: WsSWx and SEXSWX
Excepting from said SEXSWk%, that portion
lying Northeasterly of a line described
as follows: Commencing at the Northeast
corner of said SEXSWXx, thence Westerly
along the 1/16 section line 660 feet,
more or less to the point of beginning
of said line; thence Southeasterly 933
feet, more or less, to a point on the 1/16
section line, 660 feet South of the North-
ecast corner of said SEX%SWk.

j
J
!

A,l ..L.»m;. ..u."L WJ

EXNW%, WhNEY, SEXNEY, and E»SEX

Section 10: S%, South 250 feet of SWkNWX% and South 850
feet of SEXNWY.

Section 11: SWk , WsSWHSEY

]é&; v\ “te
fechzmasy Co /I
Lol C‘L@%/’,ﬁbléﬁ-’ -

. ,é@/ﬂ : ~;,1ﬂ,»>w,¢:i,é atn C.o,,,
GGel1o¥

STATE OF OREGON,
County of Klamath [ 3%

Filed for record at request of:
TRANSAMERICA TITLE INS. U

on this ...20d__day of .. April
at .. 3355 X ' P M and duly
recorded in Vol of DEEDS
Page ..3%4L . ...
WM. D. MILNE, County Clerk
7

Fee §J_6(§3({Y/ ' 7)4—;5\:&;..._




