THIS LEASE, made effective as of the 4th day of December, 1974, by and between the
wndersigned, whether one or more, hereinafter collectively referred to as "Lessor," and
NATOMAS COMPANY, a corporation, hereinafter referred to as "Lessce,"

WITNESSETH: That for valuable consideration, receipt of which is hereby acknowledged,
and of the convenants and agreements hereinafter contained, Lessor does lease, let and demisc
unto Lessee, its successors and assigns the following described land (hereinafier referred o
as the "leased land") for the purposes and with the sole and exclusive right of exploring,
drilling, mining and operating for geothermal steam, geothermal fluids, or by-products
thereof, ard taking, storing, removing and disposing of same, whether for the production of
energy or other commercial uses, and uses and purposes incidental thereto, together with the
right to construct any and all facilities on the leased land as may be necessavy for these
operations including but not limited to pipelines, power--lines, tanks, power stations, ponds,
roads and structures thereon to explore for, produce, save, take care of and dispose of gec-
{thermal steam, geothermal fluids, or by-products thereof, on or from the leased land or
other land leased by lLessee or in which Lessee may have an interest in the vicinity of the
leased land:

ALl that certain tract of land situated in the County of Klamath, State of Oregon, being,
to-wit: ‘ B .__

T 40S - R 9B ~ W.M.:

Section 17: Swh

Gov't Lots 13, 14, & 6

Section 20: Svﬁr.l\mlr.
Cov't Iots 4 & 5

and containing' 332  acres, more or less.

70 HAVE AND TO HOLD the leased land for a term of Ten (10) years from and after the
date hereof, and so long thercafter as geothermal steam, geothermal fluids, or riy-products
thereof, or either or any of them, are produced from the leased land in quantities deemed
paying by Lessee, or so long thereafter as Lessee in good faith shall continue mining, drilling,
re-drilling, deepening or remedial operations on the leased land or be excused therefrom, as
hereinafter provided.

1. Ilessee agrees to pay Leossor as royaliy one-tenth of the gross procouds veceived Ly
lessee fram the sale of geothermal steam, geothermal f£luids, or by-products therzof, produce
from the leased land. If Lessee elects to process by-products before sale, Lessoc's royal
share ‘shall bear its proporticnate share of such processing or extraction LS.

‘ one year KL S |

2.. If no well be cammenced on the leased land within twe -years frdm the date hereor,
Lessee shall pay or tender to Lessor the sum of = $1,660.00 as a rental for the privilege of
deferring the cammencement of a well for one additional year. In like manner and upon like
paynments cr tenders the commencament of a well may be further deferred for succcssive one year
periocds. All payments or tenders may be made by check or draft, wailed or deliveied to Lessor.

3. After lessee has coammenced drilling operations on the leased land, lessce may, at
its option, at any time and from time to time, suspend, defer or resume such drilling operations.
If Lesgea does not then resume drilling operations on the leased land within one (1) year from
the expiration of the last: rental period for which rental has been paid, lessce shall resune
the payment of rentals in the same smount and in the some manner as hereinbefore provided, and
it is agréed that upon the resumption of the payment of the rentals ag herein provided this
lease shall continue in foree as thenoh thers had been no interrupticn in rental paymen




4. 1€ geothermal steam, geothermal fluids, or by-products thereof are found by Losses
o the Jeased land in quontitios deamd paying by Lossee, Lossoe may at any time or fram time to
time suspend cperations under this lease and the production of the substances frem the land leased
hereundor, ard conwencing with the first day of the calendar wonth following the expiraticn of
_ thirty (30) days from the date of such shut-in or susprnsion, Lessee shall pay to Lessor annually
the amomnt of the yearly rental set forth in paragraph 2 ahove as shut-in royalties until such
kive as the sale of geothermal steam, geothemmal f£luids, or by-products thereof from the lcased lard
e commenced or resumsd, - Such shut-in royalties shall be deemed to be advance rovalties to be
*gepaid from royalties thoreafter payable to Lessor hereunder. During the peried that such
tpexations are suspended or shut-in, Lessee's cbligations to produce hereunder shall be suspended,
aivd the tem of this Jease shall be extended during the period of such suspension.

. 5. Lesseemay at any time surrender this lease as to part or all of the leased land by
deldvering a quitclaim deed deseribing the lands swrrendered or causing a fguitclaim deed to be
recorded in the appropriate county records.  lessee shall thereby be released of all cbligations
hereunder as to the part of the leased lard so surrendeved. In the event of a partial surrender,
the annual. delay remtal above sentioned shall be reduced proportionately.
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8. If Lemsor cors @ interest in the substances recovered hereunder less than the entive
and undivided fee estate thersin, the royalty and rental herein provided shall be paid to Lessor .
only in proporticn which its cwnership bears to the whole and undivided fee; provided however that,
if Yessor has no interest in the substances recovered hereunder but has an interest in the leased
land, Lessee shall pay lLessor an overriding royalty of 1% of gross proceeds received by Lessee
from the sale of gecthexrmal steam, geothermal fluids, or by-products thereof produced from the
leased land, as rental for the surface thereof. )

, k2 Stmﬂdamy pexsm, £irm or corporation having an interest in the above described land
not lease to Lessee, or shounld any one or more of the parties named as Lessors not execute this
lease, it shall nevertheless be binding upon the party or parties executing the same,

8. Iessee is hereby authorized to pay any taxes and assessments on behalf of Iessor and
w2y, if it so desires, dedmct the amount so paid from rovalties or mondes due lessor herewnder,

9. Iessee shall pay all taxes levied against its improvements on the leased land, Lessor
ghall pay its royalty share and Lessee shall pay the remaining portion of any and all taxes assessed
upcn geothermal steam, geothermal fluids, or by-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 cx assessed on account of the production or sale of geothermal steam, geothemmal fluids, or
by-products thereof on or Zrom the leased land. Iessor shall pay before delinquency all other taxes
and assessments on the leased land and improvements,

. .. %0, If Zessee is prevented or hindered from drilling or conducting other operaticns for the
purpose af cbtaining or restoring production or from producing said substances by fire, £lood, storm,
act of Guxd, or any cause beyond Iessee's control (including, but not limited to governmental law,
order or regulation, labor disputes, war, inability to secure any necessary governmental permits,
men, materials 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 prevention or hindrance. If such suspension occurs during the primary term, the payment of
delay rental durimg such Suspensicn shall be excused and the primary term shall be extended for a
of time equal to the period of such suspension and this lease shall remain in full force and
effect duing sucte period of suspension and any such extension of the primary temm. Iessee may
ocomrence cx resures the payment or tender of rentals in accordance with paragrarh 2 hereof, after
. the period of suspension, by paying or tendering within 60 days after the period of suspensicn the
proportionate part of the rental for the rental year remaining aftey such period of suspension. If
such suspension ocours after the primary term, this lease shall remein in full force and effect
‘during such suspension and for a reascnzble time thereafter provided that within such time following
the period of suspensicn Lessee diligently commences or resumes operaticons or the production of
said substances. Iessee's cbligation to pay royalty on actual production shall never be suspended
under this paragraphz., thenever Lessee would otherwise be required to surrender any of said land
as an alternative to the perfarmance so suspendad, then so long as such performance is suspsnded by
this paragraph Lessee shall not be required to surrender any portion of said land,

‘If the permission or approval of any covernmmental agency is necessary before drilling
cperations may be oomenced on said land, then if such permission or approval has been applied for
at least 30 days prior to the date upon which such operaticns must be camenced under the temms
hexeof, the cbligation to cammence such operaticns si:2ll be suspended until thirty (30) days after
the governmental permit is granted or approval given, or if such pemmit or approval is denied
initially, then so lang as Lessee in good faith appeals from such denial or conducts fruther
proceedings in an attempt to secure such permit or approval and thirty days thereafter.
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11, 1In case of default in porformonce by Iessce of any of the temms, covenants or
conditions contained herein and the failure to comrence to romedy the same within ninety (90) days
after receipt of written notice so to do specifying the porticulars in which it is clained Ieossee
is in default and thereafter to continue such remodying with reasonoble dilicence to conplotion,
then at the option of Lessor all rights of Lessee wnder this lease shall forthwith terminate.
Thera shall be saved and excepted from any lease termination hercurder as a result of default or a
result of any partial release or quitclaim as provided in paragraph 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, () forty (40) acres of land surrounding said well
or wells, each said forty (40) acre tract to be selected and located by Iesses, and (¢) rights of
vay and easements, across lands subject to such lease termination, which are necessary for
oonducting Lessee's operations on or in the vicinity of the lands retained including sites for
electric generating units. o -

12, Iessor reserves all property rights other than those granted herein to lesses,
including the ownership of mercury and mercury vapors, the richt to use or lease the leased lands
to third persons for any use or purpose not incensistent with the rights of Lessee herein, and
the right to sell or encurher 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
Jeased land with a reservaticn of corresponding rights of Lessor hereunder,

13. No well shall be drilled nearer than 500 feet to any house or barn now cn the leased
land, without the written consent of lessor, Lesseé shall have the right at any time to remove {:11
its machinery and fixtures placed on the leased land including the right to draw and remove casing.

14. lessee agrees to take reasonable steps to prevent its operations from:

{a) causing or contributing to soil erosiom or to the injury of soil-comserving structures
on the lessed land; . :

) .polluti.ng the waters of reservoirs, springs, streams or water wells on the leased land;
demaging crops, or pastures, consistent with the purposes of this lease, or

(d) hamring or injuring in any way the animals or livestock owned by lessor or his
tenants and kect or pastured on the leased land, including the erection and
maintenance of fences, gates and cattle guards where necessary for such.purposes. ‘

15, Iessee shall not drill or operate water wells or take water in such a way to injure
the vater wells, pands or reservoirs of Lessor or interfere with or restrict the supply of water
to Iessor or his tenamts for domestic, livestock or agricultural use.  If Lessee elects to
abandon any water well drilled by Lessee cn the leased land, Lessor shall have the option of
reguesting in writing that Iessee turn over such well to Iessor, and at that time Iesser shall pay
Lessee for the saivage value of the material and equipment in and on said well. In drilling geo-
thermal wells Lessee shall, upon request, furnish Lessor with any physical data which Iessee may
cbtain which tends to substantiate the presence of water bearing formations. If lessee elects to
abandon permanently any well drilled for geothermal resources, which well has became unsuitable in
cammection with Lessee's further operations hereunder, Lessor shall have the cption of requesting,
in writing, that ILessee twrn over such well to Lessor for conversion to a water well by lessor, If
lessor so elects, lessee agrees to plug said well at the bottom of the surface casing according to

- the requirements of the State of Califomia Division of 0il and Gas, in order to prevent contamina-
tion of fresh water hearing formations as a result of Lessee's drilling cperations.

16, All labor to be performed and materizl to pe furnished in the operations herewnder
A ek : ghall be at sole cost and expense of lLessee, and Lessee shall hold Lessor free and harmless from
:,‘i.?j N W" ; ; liability therewnder, and Lessee shall keep the demised premises fully protected against all liens
o ; s ; 3 -

of every character arising fram or comnected with its operaticns hereunder,

N
K% . 7. Lessee during the term hereof shall indemify and save Lessor harmless from and
against any and all claims and demands, whether for injuries to persons or loss of life, or
damage to property, ocouring on the leased land and arising out of the use of the leased land by
Iesses, excepting however such claims and demands, whether for injuries to persons or loss of life,
or Gamage to property, caused by acts or omissions of Lessor,
. object all damages

.. 18, Iessee shall pay to the person beneficially interested in the damagedfcaused by its
operations to the surface of the leased land, growing crops, pasture and improvements on the
Jeased land, or to animals or livestock. . .

19. within six (6) months after abandonment of any well, Iessee shall remove all machinery,
material and structures used in comnection with said well and not used in its other cperations, if
any, on the leased land, and shall £ill in and level off all excavations, pits or other alteratioms
in the surface of the land caused in connection with said well, and generally chall restore the
sucrounding land and the means of ingress and egress to as good a condition as existed when Lessee
cupenced operations under this lease, including the replacing or repairing of all fences which
lessee may have removed or damaged.
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0. Yessce is herchy granted an'cascmont and right of way for xoads, pipelines, electrical
gransmission lincs, and any other uses related to Tessee's use of the leased lond and other
3a0ds in the vicinity, over the leased land and any other lands now or in the futwre cwned,
Zsased or othowwise contvolled by Lessor in the vicinity of the leased land,

21, () lessee shall have the right, from time to time and at any time, to cormingle
{for purplges of storirg, transporting, handling, utilizing, selling or precessing) gaid
geothermal teann geothermal fiuids, or ky-products thereof, produced or extracted Lrom
production fgom the leased land and lands pooled, unitized or combired therewith, Fith
similar substyces produced or extracted from production from other lands or wnitf, and in
the event of sgch commingling, lessee shall meter, gauwge, or measure, according Ao prevalent
Ihdustry standfds, the production from the leased land, or from the unit or uwlts including
e leased land ke other wunits or lands, as zpplicable, and campute and pay LgSsor’s royalty
attributable to Dhssor's land on the basis of such production as so detexmingd or allocated.

(8) Iessee Say, at any time or from time to time as a recurring right for drilling,
development, or cperdging purcoses, pool, unitize, or oorbine all or any ga of the leased
Yand into a unit with'eny other land or lands (whether held by Lessee orjothers), whether or
ot adjacent or contiglgus, which Lessee desires to develop or operate #s a unit. Such a
unit shall be officiallfcroztad won Iessee's filing in the office offthe County Recorder a
notice of such unitizatick, Sescribing said unit. Any well (whether gr not Lessee's well)
comenced, drilled, cérillihg emd/or producing or being capable of prpducing in any part of
swch wnit shall for all purkoses of this Lease be deemed a well comfienced, drilled, drilling
and/or produci=g om the lemshd land, and Lessee shall have the samé rights and cbligations
with respect therets zad to @Ehilling and producing cperations upgh the lands frem time to
time included within ény st dit a5 Lesses would have if such fands constituted the leased
land; proviced, howeser, thet aRwithoranding this or any othep provision or provisions of
this lease to the combrary:

(1) prodmeticn as bo wiidh pvalty is payable from ghv such well or wells drilled
uptn any such unit, whether losaied Spom the leased land oy fother lands, shall be allocated
to the leased lend ir the purporidiom ¥t the acreage of jhe leased land in such wnit bears
to the total acreage of sudh wrii, amd‘gurch allocated poytion thereof shall for all purposes
of this lease be csidered as hemity produced frof the leased land, and the royalty
payable wnder this Iease witih respect: to the leased lajd included in such unit shall be
payable only upon ihat propoettio of wwh rodection fo allocated thereto, and,

(2) if ey toves of amy ki ame levied or Assessed (other than taxes on the surface
and on lessor's frprovementsd, any porticn of Ywhich is chargeable to Iessor under provisions
of this Lease, the share of smch %mmes 40 be bognf by Lessor as provided in this ILease,
shall be in proporticn to the share of the produ ion from such wnit allocated to the leased

lzand,
Allocaticn as aforesaidl of productionffrom aky such wnit, whether to the leased land
or in like manmer to other lamés thewein, sjfll contipue notwithstanding any termination,
edther in whole or in part  {oy suroender, forfeiture Y othexwise), of this or any other
lease covering lands in such wmit wmtil sfich time as he cwner of such lands so terminated
shall enter into a new agreevent to dril¥ for or producd or shall drill for or produce or
permit or cause the drilling for or prgf ucing of any geofgermal steam, geothermal fluids, or
by-products thereof from any part of ghch lands, wherewor all such lands subject to said
new agreement or drilling or producing operations formerly Yncluded in such unit and as to
which the lease covering the same shfll have texrminated shal{ be excluded in determining the
production to be allecated to the ybspective lands in such unft; additicnally, in the event
of the failure of Lessor's or anyOther owner's title as to any portion of the land included
in any such wit, such portion of such. land shall likewise be eX luded in  allocatirg
production from such unit; provided, however, lessee shall not b4 held to account for any
producticn allocated to any lagds excluded from any such operatind, unit unless and until
Tessee has actual knowledge of the aforesaid circumstances requir: such exclusion. Any
exclusion shall be deemed effective the first day of the month next ¥ ollowing the date upon
vhich such exclusicn becoamef finally established.

{€) 2t such time As Lessee shall have drilled and completed a wgll or wells en the
Jeased land or land poolfd, unitized or combined therewith which, in leckee's opinion,
indicates a sufficient fover potential or the existence of extractable geythermal steam,
geothexmal fluids, or fy-products thereof in comercial quantities, Iessee\pay at any time
and from time to timgf thereafter construct, install, repair, maintain, replige and utilize
on the leased Yand, facilities for the commercial sale or use of hot water, ¥ othermal steam,
o thermal enextyy groduced on the leased land or lands in the vicinity thereoxy or pooled,
wnitized or conbiphd therewith; for the extraction of by-products thereof, andfpr for
developnent of effectric power frem the use of geothermal steam for thermal en

agricultural orgother conmercial purposes, and at such time Lessee, if it so ele
paxchase from Fessor, at the then fair marked value, an eascment for surface use’
Lessee shall #n good faith need for such facilities, the duration of which shall e
the life of duch facilities. Upon the expiration thereof,. such easement shall t
Iazls‘ee alf fumish Lessor with a quitclaim deed divesting itself of

such easayfnt. : , : ‘
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22, lLessor may give any notice or deliver any documnt heraunder to Lessee by maiiling
. the same by registered rail addressed to Lessea at | 60) California St., San trancicco,
California _ 94108, or by delivering the same in person to any otficer of Louseq, [ossce
miy glve any netio: or deliver any Cocument hereunder to Lessor by mailing the same by
registered mail :

addressed to Lessor at Star Rte., Merrill, Oregon 97633 or by
delivering the sare to LsSOr in person, FOr the purposes of this paragrach, either party
may charge its addvess by written rotice to the other. In case of any notice or docament
delivercd by registered mail, the same shall be doemod delivered when deposited in any
United States Post Office, properly addressed as hevein provided, with postage fully prepaid.

23, This lease and all its temms, conditions and stipulaticns shall extend to wd be
binding upon the heirs, successors and assigns of lessor and lessee.

IN WITNESS WHEREOF, Lessor and Lessee have caused this lease and agreement o be duly
exmeouted as of the date first above written, .

Sherman T. Waldrip

[ iz [l dad
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William M. Waldrip :
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Thomas E. Waldrip
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Jght W. Waldrip 4
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V?.‘ce’ President

STATE OF CALIFORNIA ]
jss.

City and County of San Francisco]

ON December 1,1975, before me, the undersigned, a Notary Public in and for
the said State, personally appeared John C. Roberts

14
Xnown to me to be the Vice President, of NATOMAS LY the Corporaiion that
exxecuted the within Instrument, known. to me to be the person who executed the
within Instrument, on behalf of the Corporation herein named, and ackn_crv_vledged
o me that such Corporation executed the within Instrument pursuant to its
by-laws or a resolution of its board of directors.

WITNESS my hand and official seal

B K k)

Notary Public in and for said State
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é ¥ TERESA T, ICHIYASU

NOTARY PUBLIC «CALIFORNIA
CITY &COUNTY OF SAH FRANCISCO

My Comimission expires Mar, 4, 1978
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