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SUBLEASE AND AGREEMENT

THIS SUBLEASE AND AGREEMENT is made and entered into

as of this _15thday of November , 1963, by and
between MAGMA POWER COMPANY, a Nevada corporation, Party

of the First Part, hereinafter referred to as Sublessor, and
SIERRA PACIFIC POWER COMPANY, a Maine corporation, carrying
on and entitled to carry on a public utility business in the

state of Nevada, Party of the Second Part, hereinafter referred

to as Sublessee.

Recitals
WHERBEAS, Sublessor is the owner and_holder of a

certain Lease and Agreement as lessee from‘éém M. Dermengian
and Annie Dermengian, husband and wife, as lessor, covering
certain lands situated in Lander and Eureka Counties, Nevada,
as described in said Lease-and Agreement, which said Lease
and Agreement is recorded in Book H, Page 75 of Miscellaneous
Recoxrds of Eureka County, Nevada, and in Bogk 11, Page 362 of
Miscellaneous Records of Lander County, Nevada, which said
Lease and Agreement grants to Sublessor the sple and exclusive
right to drill,for, produce, extract, take, remove, transport
and sell all of the heat, fluid and minerals, including forma-
tion water, the natural heat of the earth and all fluids and
minerals producible from wells drilled on said lands, including,
but not limited to, gases, liguids and ;olids such as steam,
hot water, carbon dioxide, methane, helium, heavy water, sul-
phur, sulphur gases, sulphur compounds, boron compounds, halo-
gens and their compopnds, carbonate and bicarbonate compounds,

as well as heat or power derived from any such natural heat,
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fluids or minerals, and

WHEREAS, Sublessor desires to sublet to Sublessee,
and Sublessee desires to sublease from Sublessor, for the
uses and purposes and pursuant to the agreement hereof, all
of the land covered by said lease. {which said lease, for pur-

poses hereof, shall be hereinafter referred to as "primary

lease").

Terms of Agreement

NOW, THEREFORE, for good and wvaluable consideration
paid to Sublessor by Sublessee and other valuable considera-
tion, receipt of which is hereby acknowledged, and in considera-
tion of the covenénbs aﬁd agreemenﬁgrhereinafter contained
by Sublessee to be kept and performed, Sublessor has sublet
and demised and by these presents does sublet and demise to
Sublessee, its grantees, successoré'and assigns, upon and
subject to the terms and conditions hereinafter set forth,
all that certain land covered by:fﬁe’primary lease in Eureka
and Lander Counties, State of Nevada, as described therein,
together with all rights and privileges of Sublessor under
said primary lease and for the uses and purposes as set forth
in said primary lease except, and subject to, the terms and
conditions hereof as follows, to-wit:

1. This sublease shall be for the full term of
the primary lease unless sooner terminated pursuant to the
provisions hereof.

2. BSublessee, subject to the provisions hereof,
shall perform the provisions of the primary lease insofar as
and to the extent that the provisions of said primary lease
are appliecable to the lands covered hereby, it being specifi-

cally understood and agreed that no default on the part of
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Sublessor under the primary lease, ok termination of the
primary lease pursuant'to its_térms because of default

thereunder, shall impair or affect in any way the rights
of Sublessee hereunder, nor cause or-result in aféeimina—

tion of this sublease prior to expi?atlon of the original

term of said prlmary lease._ .-
3. Sublessee shall wmthln ntnety { ays from /%xb

the date hereof commence and-qut}nue dll;gently,.and in
good faith, the drillingﬁof a wéil ﬁpon the demised premises
or on other lands in the vicinity'theregfrsubleased to Sub-
lessee by Sublessox for the dévglqpmént of natural steam or
thermal enexrgy thereﬁrgm_and:Sﬁbleséée shall continue drill-
ing one or more wells ph the démisqgrp;emises,'Qr,such other
lands, provided that SpbleSSeeiépaL}inqt be required to uti-
lize more than one string of d#illiﬁé tools in said drilling
program until Sublesseeréhallghajé'developed on the demised
premises or such othérﬁiﬁﬁdsf?ﬁffici?nt natural steam or
thermal energy, to thefSatiSfécfiﬁp sf Sublessee, to adequately
supply an electric gengxatin§¢?;antaéap§bie of producing
5,000 or more kilowatts of elebtricrpowér. Thereafter, upon
completion of the afo:g;aid d:illing‘program, Sublessee may
test -production and pgqﬁuctive}gépa@ity{d£ said wells for a
period of three monthéiéhd upon completion of said test
period Sublessee shall elther contlnue the drllllng program
{if the tests shall not satlsfy Sublessee as to the capacity
of the wells theretofore drilled on the demised premises)
until an additional well, or additional wells shall have
been drilled on the demisedrpré@ises or such other lands by
Sublessee sufficient to*éatiéf}ngb}esSee'as to the aggregate

productive capacity of said wells, or Sublessee, upon being
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satisfied as to the‘prednéﬁjve-gapaeity:of said wells,
shall commence (or diliQentiy pﬁrsﬁe if already commenced)
engineering studies forncqn3£ruetien of :a plant for the
generation of electric power on: the.demised premises having
a capaclty of 5, 000 kllowatts or, more and. shall proceed
with said engineering studles dlllgently and in goecd. faith
and upon campletlon.the:eoinsne;lrp;qceed diligently and
in good faith with the}ereeﬁiqnigf'euch eléectric generating
plant and shall thereafﬁer,_with diiigence and good faith,
proceed to bring the reguie;te tranemission lines to said
plant and place said plant bn pnednetion. In any and all
events, except as-p?ovi&ed,gndeg ge;agraph 9 hereof, Sub-
lessee shall have;cempletedlcqnetréétion;offSaid eleetric

generating plant and the.tranSmiBsfbnrlines to said plant

w1th1n three years from the, date her”of

4, Notw;thstandlng any of the provisions of
paragraph 3 hepeqf?;Spb%eeeeejmgy at?any_time, if: it .so

Sublessor the demised

desires, relinquish. and*suffendér'

premises and all wells. and cas;ng anu equ;pment appurtenant

thereto theretofore placed thereon by Sublessee dand there-

after be released of further obllga ons hereunder, except

that Sublessee shall not thereafte ___dertake any pro;ect

or projects for the: development of natural steam’ or thermal

energy for generatlon of electrle power therefrom w1th1n an

area of twenty-five. mlles from.:he o'ter boundarles of the
demised land for a perlod of three years from the date of
Sublessee's rellnqulshment of the demlsed premises as afore-

said.

5. Sublessee shall pay: to_Sublessor .as royalty 1-1/2

mills per kilowatt hour for all electr1c1ty produced and trans-

mitted f£from the dem:sed;prem;see:as.measured at the bus bar.
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Said royalty to be payable monthly and the said royalty
payment to be accompanied by a statément,setting forth

the basis for coméutation and deterﬁination of said royalty.
Sublessee shall have the right to commingle steam and thermal
energy produced from the 1eased_p;qﬁises.anﬁ to meter or
gauge the production of such steam or thermal energy from
the leased premises in com_puting and paying: Sublessor's
royalty hereunder in the same mannef as provided in the
Primary lease.

6. oOut of the royalty paid by Syblassee to Sub-
lessor Sublessor undertakes énd'agrées'tofyay monthly to
lessor under the primary lease a lééébrls fgyalty of 25/100ths
of one mill per kilowatt hour,fqr_gll'gleqtricity produced
and transmitted from the demised pf;mises,és measured at the
bus bax. 1In the event Sublessor fa'_j.ié to make said royalty
payments to lessor undef-the‘primaﬁi,lgase,as aforesaid, Sub~
lessee shall have the right to.ﬁithhﬁld_frbm the monthly roy-
alty payments payable to Sublessp;;gﬁg'séid.;oyalty payable
to said lessor under the.primary:1255e aﬁd to pay said royalty
directly to lessor. B

7. Every three,years,cpmquging from and after the
first day of January next fdlloyipgﬁ;he:datg“that the first

electric generating plant shail havgjbesn;piaged on production,
Sublessee shall ascertain thg;qyg;a&é;ngt,gg; kilowatt hour g
to Sublessee during the month of January _.of.:;égghfyear of MW
fueds used by Sublessee in its power plants, ukilizing fm;lwﬂ”
fuels. In the event such avgrqgg,gqﬁ;,ghg;}:gxgged_the aver-

age cost thereof during the sama'monfh-three years prior

thereto, the royalty payable to Sublessor hereunder shall be
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increased in the same proportion as: such increased average
cost. Such increase shall be effective as of January 1 of

such year. In the event of any lncrease in the royalty

pro"de : Sublessor shall pay

lockouts, ;iots,: acc;dents, delays
_§P9§=and mate:;al
:Iﬁtigns éf-ang_fgderal,
aggécy, ahtﬁoiﬁty-or
6nﬁi€idns beyond ﬁhe
ef;dé{got similar to
ééi@y eﬁgmergﬁéﬁl
Sg@léééor and Spﬁlessox

shall forthwith pay to_l'ssor uride] 'hefprimary lease, or

Sublessee, if 1t elects, may pay dl ectly to lessor under

the primary 1ease, the entlre delay rental payable to
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lessor under the said ptimarynlease.

11. After the first_elegt:ic generating plant has
been on production for'three-years,:or sconer at the option
of Sublessee, Sublessesa Shall'contipue development of the
demised premises or other 1ands in the vicinity thereof sub-
leased to Sublessee by Sublessor by the drilling of additional
wells for production of natural steam and thermal energy and
the erection on the demlsedrgremlseg or such other lands of
electric generating facilitieéiand bring thereto transmission
lines for the utilizatien of'eaditiénal natural steam and
thermal energy for the productlon and sale of a greater amount
of electricity to the extent that the generatlon of such !

additional electric1ty and thelealeﬁthereof_reasonably meets

Sublessee's systeﬁgrquiiements formelectricigg at the point

of generation thereof on or iﬁ_the; icinity of: the demised
premises or such other.' lands. f--'s'u_}j']_.'é'sse'e ‘agrees that the

demised premises and such other 1ahé§ as Sublessee may- sub-

lease from Sublessor in the generalarea of the demised

premises shall be develoiédTaﬁéithe;heturel steam and thermal

energy producible therefrom shall b ,utilized by ‘Sublessee

to the reasonably ascertalnable capa01ty thereof prior to the
development or utrllzat;gn by{gubleggee qﬁjany other lands
from which electricity geﬁegaiéd"theteon would serve sub-

stantially the same service area as the demised lands and

such other lands as may be sublet to Sublessee by Sublessor.
12. Sublessor agrees that 1n the event Sublessor
undertakes to sublet any othe;-lands cove;ed by the said
primary lease or other Laﬁ&s-situatéd,within a radius of
five (5) miles from the'outerﬂhpunqify=of5the demised land,
Sublessor shall give to_Sﬁbleseee the right of first refusal

to take such sublease upon thé;same}terms_that Sublessor is




.
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willing to sublet said lands to any other person or persons
provided, however, that no joint venture, agreement, operat-
ing agreement, partnership or joinR effort on the part of

Sublessor and any other person or persons shall be deemed to

be a subletting under the provisions hereof even though such
joint venture, agreement, operating agreement, partnership
or joint effort shall involve the assigning of any interest
in any lease or leases. Sublessee shall nevertheless have
the right of first refusal to purchase natural steam or
thermal energy produced or electricity generated by such
joint venture, partnership or joint effort, or pursuant to
such agreement or operating agreement on the same terms that
such joint venture, partnership or joint effort proposes to
sell same to any other person or persens.

13. If Sublessee shall fail to keep or perform
any covenant or condition imposed on it by the terms of
this instrument, Sublessor may give written notice of such
failure to Sublessee and, if Sublessee does not, within
thirty (30) days after such notice, commence, in good faith,
to correct such failure and thereafter proceed with due dili-
gence and good faith in the correction thereof, Sublessor,
without in any way limiting other remedies it may have in
law or in equity, may forthwith terminate this Suplease and
all rights of Sublessee hereunder.

l4. Any notice or other communication herein from
Sublessor to Sublessse shall be given in widting by deliver-
ing same personally to Sublessee or by sending same by regi-
stered or certified mail, postage prepaid, addressed to Sub-
lessee at 220 South Virginia Street, Reno, Nevada, and any
notice or other communication hereunder from Sublessee to Sub-

lessor shall be given in writing by delivering same personally

]
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to Sublessor or by sending same by registered or certified
mail, postage prepaid, addressed to Sublessor at 631 South
Witmer Street, Los Angeles 17, California. Any notice mailed,
as aforesaid, shall be deemed given and received within 72
hours after the deposit thereof in the United States mail
within either the state of Nevada or the state of California,
and if deposited in the United States mail outside cf either
such states, such notice shall have been deemed to have been
given and received within 96 hours after the deposit of same
in the United States mail in such other state. The parties
may, upon written notice, at any time and " “from time to time,
change their respective addresses for the purposes hereof.
The provisions hereof shall be binding upon and
inure tc the benefit of the respective successors, and assigns,
of the parties hereto subject to the limitations hereof with
respect to transfer or assignment on the part of Sublessee.
IN WITNESS WHEREQOF, the parties have executed this

instrument as of the day and year first above written.

MAGMA POWER COMPANY, a Nevada
corporation,

I

B ’ (o e I

oot 0 LD
By W .

Secretary

SUBLESSOR

SIERRA PRACIFIC POWER COMPANY,
a Maine corporation

SUBLESSEE
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STATE OF CALIFORNIA H
) ss

COUNTY OF LOS ANGELES )

on_ Newvoou bes lls:_/_?é-?. before me, the undersigned,

a Notary Public in and for said County and State, person?lly

appeared R A ‘fbmw(i/ . known to me to be thg;a
k?cgj President, and Y Lk €4Qﬂé,' o Aé%ﬁda;u ., known

7
to me to be the : Secretary of MAGMA POWER COMPANY,

the corporation that executed the within Instrument, known to
me to be the persons who executed the within Instrument on
behalf of the Corporation herein named, and acknowledged to
me that such Corporation executed the within Instrumeﬁt'pur—

suant to its By-Laws or a resolution of its Board of Directors.

_{ ‘-an(\

o PRILLIB > CHRONMjg.:.”
NO!AWPU&UC CeLIFORML
s PRIllu\LOFiL.EiN
=10 AHL A% ('OUHI"I'

v-y—-——.rw*r-r-wvvv-
My Comavission Expires- Eugust 8 1967

STATE OF
} ss

COUNTY OF oawlaso )

n-ghecerp leas 37 L £3 ., before me, the under-

signed, a Notary Public in and for said County and State,

personally appeared M o/\%%r_) known to me to
be the ____ President, and /QuJof fé{mu‘é_‘,../

known to me to be the Secretary of SIERRA PACIFIC

POWER COMPANY, the corporation that executed the within In-
strument, known to me to be the persons who executed the with-
in Instrument on behalf of the corporation herein named, and
acknowledged to me that such corporation executed the within
Instrument pursuvant to its by-laws or a resolutionh of its

Board of Directors.

el

My Commisslon expires March 4, 1964
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