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TS PRSI, daade o Covlive an of theldeh day of
L9758, by end bolwoon i pnd e igned, whoLhios one of
PMATLer cotloctivedy poiormed T an Whennot, and NATONAT COHPLLE,
a corpeyation, horednad ey reforred tooas “Lossee, "

vets it Tor v i receint o T
WIrTnpasntiie  Yhat for valuabla considerat.ion, roceint ol ‘
which is heveby sehpowledgoed, and ol the copvenants and agrecionts
heveinafoer contained, Lossos s leaue, let and dosnise vntao heeeoy,
145 suLceosors and nseion e Tollowing decceribed Tand (erdinar oy
corroad Lo as the Mleasod Joand®) for the purposes ane wiih the sole
cedanive wivht of cup lor g, Ayilling, wmining ond operating
"for ucothermal ctoam, ccobherued Fluaids, o Ty -produs L Ehoyeod . and
taking, storing, vowov g and diasp ing of  sos whuibher For the
production of cnergy or olher comnes 1 uecs, ond usos and purpanes
inecidental thoereto; tocethor wilth the right to censbouct any aud
itice on the lessed Lot de may bho noecessary for theoo
ipciading but not Timited to pipelines, povier-1ine:s, tanks,
s, ponds, voods and straetuar Ehoreon Lo explore Loy,
: ave, take cave of apd dispose ol qomthcrmaJ stoom, goeodl
fluids, or by-products -1 of, on or frcu rhe leased land oy
other land leased by Lessoed - in which Legssece may have an intorent
in the vicinity of the 1nased land:

All that certain tract of land situated in the County of Klamath .
Sstate 0¥ Oregon , heing, to-wit:
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SEE EXHIBIT A ATTACHED

A

and containing 352 @cres, ore or less.

70 HAVE AND TO HOLD the leased land feor a term of Ten (10) years
from and after the date hercof, and so long thevcafter as geothermal
steam, geothermal fluids, ox by-products thereof, or either oXr any
of them, are produced from Lhe leased land in guantitics deened pay-
ing by Lessec, oOr 80 lonyg thereafter as Le e in good faith shall
continue mining, drilling, re-drilling, deepening ox remadial op
tions on the leascd 1and or be excused therefrom, as hereinafter
provided.

1. Lessee agreces to pay Lessor as royalty one~tenth of the
gross proceeds received by lessce from the sale of aeothermal shtoam,
geothermal £luids, or by-producls thoereof, produced from the leasaed
land. If Lessce elects Lo process Lhy-products before sale, Lessor's
royalty share shall bear its propoxrtionate share of such processing
or exbraction costs.

2, If no well be commenced on the leasced 1and within once (1)
year from the date hercof, Lessoe shall pay or teader to Loessor
the sum of §1,760.00 88 & rental for the privilege of de ring the
comnencement, of a well for one (1) yeor firom said date. In like
manner and upon like paynents or tenders the commencement of a well
may be furthev doferred for successive one (1) year pericds. All
payments oOr enders may be made by check ox drafi, wailed or deliver-
ed to Lessor.
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1, Altor o
Teasod Tand, tenuoe
to Ul suopend,
Loesree door not Lh roevume Gei b g G at oo,
within cne (1) voon fron e compeirat ol A he
for whdeh rental bhas Loen posd Loessoe ohal b resone
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yenbaods in Bhe some amouat ong b the s
provided, and 6 §n ourocd Chab upon Bhe o orosungd
of the rentals as borein providod this leas

4. 1f geothermal steam, geothermal luids, ; TR
thereof are found by Lessee on the leased Tond in quantitiren doon-
ed paying by Losseo, Lossoe wmay ab any Cime and from ©ime Co e
suspend operations wndor this lease and the producbion of (he gl a—— s e M RER T v | b A i
stane from the Tand Jeased horoundor, and cormencing with thoe ‘ 1”
first day of the calendar month fol Towing thoe cnpivation of 4hirty w
(30) days from the dote of such shut—in or suspension, Loesoeo i
pay to Luossor annually the ameumt of tho yearly rontal scel Fortl
in Paragraph tvo () above as shul-in vovelfios wnbil ouch Lipe
as the sale of geotheumwn) stoan, geolhermal fluids, or Ly-prodocis
thercol from the leaced lond s comunenced or rosumed.  Such vhat -
in royalties shall bo doomed Lo be advarnc royvaltios Lo boe ropaid
from royaltices thercafler payvable to Lessor hereundes. Duving e
period that such operations are suspended or shut-in, Loessee's
obligations to produce horxceunder shall be susponded, and the term
of this lecase shall be oxtended during the period of such suspon-
sion.

5. Lessce may at any time surrender this lease as Lo part o
all of the leased land by delivering o quitclaim docd aoscribing the
lands surrendered or causing a guitclaim deed to be recorded in the
appropriatae.county recorvds. Lessce shall thereby be relcased of all
obligations hereunder as to the part of the leased land so surrendor-
ed. In the event of a partinl surrender, the anpual delay
above mentioned shall be reducced proportionately.

6. If Lessor owns an interest in the substances recovered
hereunder less than the entire and undivided fee estabte therein,
the royalty and rental berein provided shall be paid to Lessor only
in proportion which its ownership bears to the whole and undivided
fee; provided however that, if Lessor has no interest in the sub-
stances recovered hereunder but has 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 occupicd or used by Lessee,
as rental for the surface thereof.

7. Should any paerson, firm or corporation having an interest
in the above described land not leased to Lessce, or 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.

8. Lessce is hereby authorized to pay any taxes and asscsg-
ments on behalf of Lessor and may, 1f it so desires, deduct the amount
so paid from royaltics or monics due Lessor hereunder.

9. Lessec shall pay all taxes levied -against its improvements
on the leased land, Lessor shall pay its royvalty sharce and Lessco
shall pay the remaining portion of any and all taxes asscssed upon
geothermal steam, geothermal fluids, or by-products thercof firom
the leased land on account of actual production of geothermal steam,
geothermal fluids, or by-produvects thereof on or from the leased limd,
and also all severiance, production, license taxes, and olher taxes
or assessments levied or assessed on account of the production or
sale of geothermal steam, geothermal Fluids, or by-products thereof
on or from the leased land. Lessor shall pay before delinguency all

other taxcs and asscssments on the leased land and improvements.
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10. If Lessce is prevented or hindered from drilling or con-
ducting other operations for the purposc of obtaining or restoring
production or from preducing said substances by fire, flood, storm,
act of God, or any cause beyond Lessee's control (including, but B . ““ﬂmﬁﬂmwﬁw’x t

|
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not limited tc governmental law, order or regulation, labor disputes, 3 o

war, inability to secure any necessary governmental permits, men, 3 ot

material or transportation, or an adverse claim to Lessor's title);

then the performance of any such operations or the production of

said substances shall be suspended during the period of such pre-

vention or hindrance. If such suspension occurs during the primary

term, the payment of delay rental during such suspension shall be . j

excused and the primary term shall be extended for a period of time g — i et TR »“ﬁ;.q“ﬂWﬁWTTWPWTM‘ A
. ‘_“ \‘\' i

1
i

equal to the period of such suspension and this lease shall remain e . T | ‘
in full force and effect during such period of suspension and any Coid o .
such extension of the primary term. Lessee may commence or resume
the payment or tender of rentals in accordance with Paragraph Two

(2) hereof, after the period of suspension, by paying or tendering
within sixty (60) days after the period of suspension 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 thereafter 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.

If the permission or approval of any governmental agency is
necessary before drilling operations may be commenced on said land,
then if such permission or approval has been applied for at least
thirty (30) days prior to 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 further proceedings in an
attempt to secure such permit or approval and thirty (30) days
thereafter.

11. In case of default in performance by Lessee of any of the
terms, covenants or conditions contained herein and the failure to
commence 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 lease 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 (&) hereof:

(a) each and any well then capable of producing in paying guantities
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 (c¢) 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, lLessor 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 Lessee 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 hereunder.
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if‘()\l"'lﬂl sources, which well b o
sultinble onneetd sivh T ola furthoer opd fons harcund
LESS0LT uhuL‘ ¢ > oplic foaequasting, in weiting, thab Lessoe
turn over such well to Lessor for conversion to a waier well b
Lessor. I legoor so cleck hogssee @ grecs to pluy said
the bottom of the surflace casil according Lo the reguire
the Statce ol Oregon “in order to py L LHHLdm1hu,
of frosh water bearing Lormations as a result of Lessce's dri
operations.

16. ALl labor to be performed and matoe to be furnished in
rations hereunder shall be at sole co and expanse of Lo
and Lessce shall hold Lessor freo and harm)oss from liability there-
under, and Leosce shall keep the demised cmigos fully protoctad
against o1l liens of cvery charactoer ari51ng from or conncctod with

its operations hereunder.

17. Lessce during the term hercof shall indennify and save
Lessor harmless from and against any ond all claims and demands,
whether for injuriés to persons or loss of life, or domage Lo prop-
exty, orcumlnq on Lhc leased land and arising ocut of the use of the
leased land by Lessce, :xcoptlng however such ¢laiws and demands,
whether for JNJHJJ_u to persons or loss of life, or damage Lo prop-
erty, caused by acts or omissions of Lessor.

18. Lessec shall pay to the person beneficially interested in
the damaged ODJQC. all damages caused by its ope erations to thce sur-
face of the leased land, growing crops, pasture and inprovements on
the leased land, or to animals ox livestock.
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19, Within six (6) months after abandonment of any well, e . bodog oy ek b I T T
Lessee shall remove all machinery, material and structures used : et il
in connection with said well and not usced in its other operations,
if any, on the leasced land, and shall £ill in and level off all
excavations, pits ov other alterations in the surface of the land
caused in connection with said well, and generally shall restore
the surrounding land and the means of ingress and cgress to as
good a condition as existed when Lessce commenced operations under
this lease, including the replacing or repairing.of all fences
which Lessee may have removed or damaged.

20. Lessce is hereby granted an ecasement and right of way
for roads, pipelines, electrical transmission lines, and any other
uses reilated to Lessee's use of the leased land and cther lands
in the vicinity, over the leascd land and any other lands now or Fo !
in the future owned, leased or otherwise controlled by Lessor in : ‘
the vicinity of the leased land.

i
i
|
!

21. (A) Lessee shall have the right, from time to time and at : '.wunhimhéiwm it
any time, to commingle (for purposes of storing, transporting, han- C
dling, utilizing, selling oxr processing) said geothermal steam, : -
geothermal fluids, or by-products thercof, produced or extracted ‘-“Mwmmg uq:ﬁ%f%hw;gwmn
from production from the leased land and lands pooled, unitized S
or combined therewith, with similar substances produced or extracted
from production from other lands or units, and in the event of
such commingling, Lessee shall meter, gauge, or measure, according
to prevalent industry standards, the production from the leased land,
or from the unit or units including the leased land or other units
or lands, as applicable, and compute and pay Lessor's royalty attri-
butable to Lessor'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, or operating purposes,
pool, unitize, or combine all or any part of the leased land into
a unit with any other land or lands (whether held by Lessee or
others), whether or not adjacent or contiguous, which Lessee desires
to develop or operate as a unit. Such a unit shall be officially
created upon Lessee' filing in the office of the County Recorder
a notice of such unitization, describing said unit. Any well
(whether or not Lessee's well) commenced, drilled, drilling and/or
producing or being capable of producing in any part of such unit
shall for all purposes of this lease be deemed a well commenced,
drilled, drilling and/or producing on the leased land, and Lessee
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 or provisions of this lease
to the contrary:

(1) production as to which royalty is payable from any
such well or wells drilled upon any such unit, whether located upon
the leased land or other lands, shall be allocated to the leased
land in the proportion that the acreage of the leased land in such
unit bears to the total acreage of such unit, and such allocated
portion thereof 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 leased 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 levied 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 borne 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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rom any such upit,

Allocation as aforesaid of production f
vhether to the leased land or in 1ike manne) Lo other lands there-
in, shall continue notwithotanding any cormination, cithor in whole
or in part {(by surrender, forfeiture or otherwise), of this o¥

any other lease covering lands in such unit until such time as

the owner of such lands s0 terminated shall enter into a new agrecs
ment to drill for or produce oY shall drill for or producc oY pormit
or cause the drilling for ox producing of any geothermal steam,
geothermal fluids, or by-products thercof from any part ot such
lands, whereupon all such lands subject toO said new agrecmenl OY
drilling or producing oporations formerly included in such unit

and as to which the lease covering the sane shall have terminated
shall he excluded in determining the productiocn to be allocated

to the respective 1ands in such unit; additionally, in the event

of the failure of Legsor's or any other owner's title as to any
portion of the land included in any such unit, such portion of

such land shall likewise he oxcluded in allocating production from
such unit; provided, howeveyr, Lesosec shall not be held to account
foxr any production allocated to any 1ands excluded from any such
operating unit unless and until Lessec has actual knowledge of the
aforesaid circumstances requiring such exclusion. Any exclusion
shall be deemed effoctive the first day of the month next follow-
ing the date upon which such ex es finally established.
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clusion becom

ave drilled and com-

(c) At such time as Lessee shall h
pleted a well or wells on the leased land or land pooled, unitized
or combined therewith which, in Lessce's opinion, indicates a
sufficient power potential ox the existence of extractable geother-
mal steam, geothermal fluids, oxr by-products thereof in comnmercial
guantities, Lessec may at any time and from time to time thercafter
construct, install, repair, maintain, replace and utilize on the
leased land, facilities for the commercial sale or use of hot water,
geothermal steam, or thermal energy produced on the leased land ox
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 for thermal
energy, or for agricultural or other commercial purposes, and at
such time Lessee, if it so elects, may purchase from Lessor, at
the then fair marked value, an casement for surface use only which
Lessee shall in good faith need for such facilities, the duration
of which shall extend for the life of such facilities. Upon the
expiration thereof, such ecasement shall terminate and Lessee shall
furnish Lessor with a quitclaim deed divesting itself of all interest

in any such easement.
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liver any document here-

22. Lessor may give any notice or de
istered mail addressed

under to Lessee by mailing the same by reg
to Lessee at 601 California Street, San Francisco, california 94108,

or by delivering the same in person to any officer of Lessee, Lessce
may give any notice or deliver any document hereunder to Lessor by

mailing the same by registered mail

Midland, Orxegon

addressed to Lessor at Box 57,

For the purposes
may change its address by written
f any notice or document delivered
d delivered when deposit-
sed as herein

or by delivering the same tO Tessor in person.

of this Paragraph, either party
notice to the other. In case ©
by registered mail, the same shall be deeme
ed in any United States post Office, properly addres
provided, with postage fully prepaid.
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23,  Phis lease and all its toesuid, conditions and stipuintions
shall extend to and boe binding upon fhe hedlrs, successors and as-

signs of Lessor and Losse

IN W1TNESS WHEREOF, the parties hereto have execcuted this

agreement.

3 R

LESSEE LESSOR

7 )/
NATOMAS COMPANY CZ,;& e Mﬂ/é;}?

cHyde M. Horsley

(o Aol

Almeta Horsley 7

State of Oregon, County OfKlamath

May 24, 1975

Personally appeared before me and the above named
argkuewkedged CLYDE M. HORSLEY AND ALMETA HORSLEY
and acknowledged the foregoing instrument to be
thejr voluntary act and deed.

)

Before me:

Notary Public for Oregon

My commission expireg/ P

ey m} '

8

[ e R

Teigyseer?

2

STATE OF CALIFORNTA %ss.

‘ “ﬂ City and County of San Francisco]
U oM May 30th 1975, hefore mc—:,cghe undersign 8, 2w ,
s personally appear ~ John C. RODertS . s
tggwiaig ;é?z;'bzcihelecz P;Z;1dent, of NATOMAS COMPIY the L?xrnxatli?dttiz
. : : » +he person who cxecutea I
. 3 the within Instrument known to ma to he the person Wi >
e§ifqt0%ngsggxiﬁ?non E@half o% the Corporation herein named, and écgnoyiidgci
zé &gntha; such Cérporation executed the within Instrment pursuant to L
by-laws or & resolution of its boa

ed, a Notary public in and for

1d of directors.

WITNESS my hand and official seal

ODFEICTAL BEAL -

NTF,RF.SA T.1C

.
COUSTNIIICHRAINUITICEIANICI S L 2IINAAINOIILY 7
uannan e [;,3 - Sy foa) pwtn o
"

Nota;;kﬁublic in and for said Gtate

Heh axpiey Mar, 4, 1978
RBRRIREI ISR 0NN habuaaab L08R CUATERANATIBAATIINY

Brrissseasuvas Ty
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EXHIBIT "A"

PARCEL ONE

ELNWY and WHYNEY% of Section 6, Township 40 South, Range 9,
East of the Willamette Meridian, EXCEPT tract conveyed to Richard
H. Outcalt by Deed recorded September 6, 1963, in Deed Volume
348 at page 38, Klamath County, Oregon.

PARCEL TWO

The North half of the Southwest gquarter and the Southeast
guarter of the Southwest quarter and the West half of the South~
east quarter of Section 31, Township 39 South, Range 9 East,
Willamette Meridian, less and excepting the small triangular tract
being that part of the Northwest quarter of the Southwest quarter
of Section 31, Township 39 South, Range 9 East, Willamette Meridian,
lying Southwest of the county road.

ALSO EXCEPTING from the SEX% of the SW% of said Section 31,
that portion conveyed to Edgar and Evangeline Blodgett by Deed
recorded in Volume 74 page 4104, Official Records of Klamath
County, Oregon. :

wwr‘m‘: ‘ ‘
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STATE OF OREGON; COUNTY OF KLAMATH; ss.
Transamerica Title Ins

Filed for récoid at request of

this .. _“...é....... day of ..._.E]_‘}Pf.._.-_

Vol. .. MT75 deeds
16.00 M. D. MILNE, County Clerk




