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e ph AT ' . GEOTHERMAL RESOURCES LEASE
. SAN FRANCISCO, CALORNIA . 94120 * W .
- T’HSAGRBBM‘{NT _d° ’P,‘;f“m _Daasmher, , 1972, by and bejween

2 A

e

[_\N;DARD OIL COMYANY OF CALIFORNIA, o corporﬂlion, herelnaftor

v

WITNESSETH: e e
the'sun of $10,0

psar, fr an risidergtion of ¢ 078 hand paid, ind of thé royaliics heréli provided and of the covenants and
mmenti.heteﬁnn,e,._r, coritelned, Heroby grants,’demlies; leaSex and leis unto Lessoe, the Jand he:refr-uf_ter déscrited with the gole and
xeliialvh ight 10 Ledsds to dilll f. of, prodiies, extrici, take and Femave therefyom: (a) all products of geothermal progéssss, enibricing
ndigenouy stsam; hot water and hot brines; Sb) ptcam ‘and otdjer gases, hot waler and hot brings resulting from walor; gas, or other
itia artlél¢lally, introduced Inta’subgurface formations; (o) heat or other arsociated energy found beneath the surfaco of the earth;
nd (d) byproducts of .any of the foreromg such ay minerals (exclusive of ol! or hydrocarbon gas that can be separately produced)
ch ara-found in solution or assoclation with or derived from any of fhe foregoing. Bach of the f~-=going is horzinafter sometinmes
,ro.dn%t'!.faud ‘all theteof are fométimes tefm

tight:
hpig,ffoff‘._ d land' during the ter W oy thate : 3

alntain,’ edett; rebeie and replate” thieréon, and to remove {hefelvom’ 11 roadd, pipelines; ditches snd lanes, telephone an
lelegra 4 lres, utility installations, power lines, poles, tanks, evaperation or settling basins, extraction or processing plants, machinery,
equ,ipm.enta*bhﬂdings,_ electric. power planis, and ¢quipment for generstion epd transmission of geothermal zesources and electric

| of i __‘;v'fe_o__t_l,lerm‘ai resources.” For the samp consideration, Lessee is hereby
store, utiize; process, convént, snd otherwiss use siich grothermal resolifces upon sald lind anid to'seli the same or
aldhnd during {he term hereof, with the Tight of entry theteon at all tisives for sald piirpodes, and to constrict

ower, ‘and fot (he handling, treetment or storage of geothermal resources, and all styuctures snd facilities relating thereto, which
éssed midy desire to drect, construct of install in carrying on Lessée's business and operdtions on‘or fram seld land and otlier lands in
- {he:yicinity: of tald lnd; and Lessee shall have the further sight to rect, maintain, operate and remove  piant of planis, structures and

facilities withall
for_the extraction: of products f v : zai

Inghyuing all’tights & c-m? or convenlent thereto, together willi rights of way for passage ovér, upon and across and Ingress and
egreds. to and. from eaid land Tor any or all of the above mentioned purposes. Lestee shall also have the right to dispose of waste brias
and ather waste products from a well or wells on the leased land or on other land in the vicinity into a well or welli drilled or
convérted for th.ﬂ.tugurpow on the leased land or on other land in the vicinity, and the right to inject water, brine, steam and gases
fror '3 ‘el or wells on the leased land or on other land in fhe vicinity into 2 well or wells on said land oz such other land for the
purposw of rialntaining or sestoring pressure, increasing or maintaining production, or testing in the pruductive zones beneath paid land

or othet tsnd n the vicinity thereof. The said land included in this lease Is situated in the County of _Fureka . . Statsof
Neveds -~ andis described as follows, to wit: :
T30K: BUOR MDM
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tessary appurienarices for the conversion of geatliermal resources into heat, power or another form of energy, and
f products from steam, brine or water produced from sald land and other lands in’the vicinity of zaid fand,

" . ‘contairing 4o acres-of land, more or Iess, including all accretions thereto and all lakes, streams, canals, waterways, dikes,
contalring

.¥0ads, streets, alleys, caséments and rights of way, on, within, o1 adjoinisg the lands above described and including all strips or parcels
of 1and contiguous, adiacent to or adjoining the above-described land and owned or claimed by Lesszor.

Thiy Jéase shall cover all the interest in said land now owned or lisreafter acquired by Lessor, even though greater than the undivided
intesest (if any) described above. For the purpose of calculating any payments based on acreage, Lessee, at Lessee's option, may act as
if safd berid and its constitueai par-els contain the acreage above stated, whether they actually contain more or less. .

9. Subject to the other provisions herein contained, this lease shall remain in force for a period of ten (10) years from the date
hereof, called the “primary term,” and thereafter so long as geothermal resources, or any one or more of them, is produced from or

Tegses i engaged in operations as defined in paragraph 5 below on said land hereunder or on land pooled or unitized with any of said
land ns provided in paragraph 19 hereof (said land, together with such pooled or unitized land, being hereinafter sometimes called “tha

unit area"), Qr__lgs.i:ba’s performance or obligations are suspended under paragraphs 6 or'9 below.

3, Lessee shall pay to Lesscr on or before the last day of each calendar month the royalties accrued and payable for the preceding
calendar sonth, and in making such payments Lessee shall furnish to Lessor statements setting forth the basis for computation of such
royalty. -

As troyalty, Lessez shall pay to Leasor ten percent {10%), heveinafter called the *‘agreed share,” of the market value at the point of
rersaval from the earth (hercinaf er referred to as the “well”) of all geothermal resources produced from or allocated to said land and
saved and sold or usad (excep! ‘or operations hereunder) off said lard. If Lessee sells any such geothermal resources at the well, the
market value thereof shall Fr !eemed to be the sales price received by Lessee, Jf Lessee sells any such geothermal resources at any
other point, the market vaiue thereof shall be deemed io be the sales price reccived by Lessee less the cast of transporting the same
from the wall to the point of sale. If any such geothermal resources are processed, manufaciured or converted to other form onor in
the vicinity of s+id land before sale or use by Lessee, the costs thereof incurred by Lessee shall be deducted from the sales price
reccived by Lessee or from the market vatue thereof if taken and used by Lessee. The costs of trunsporiing, processing, manufactusing
or converting geothermal sesources shall include the cost of facilities 2nd equipment used, including overhead and amortization
charges, computed and allocated to the geothermal resources sold or used in accordance with Lessee's standard accounting practices.
Lessee may commingle or cause to be commingted geothermal resources producsd from said land with geothermal resources produced
from other Tand and shall metes, gaugs, or otherwise determing the volume and quality of all geothermat resources commingled and
such metering or gauging shall furpish the basis for coraputing Lessor's royalties hereunder. Lessee may use, free of royaity, geo-
thernal resources and electric power devetoped from said land for sll operations hereunder, and Lessee shall not be required to
account to Lessor for or pay royaity on any geothermal resources reasonably lost or consumed in operations hereunder.

4, Lessce agrees to commence driliing operations on said land or on the unit area within the primary term hereof and to prosecute
siuch operations with reasonable diligence until geothermal resources or any thercef shall have been found and produced or processes
In ‘quantitles decined paying quantities by Lessee, or until further operations would, in the judgment of Lessee, be unprofitable or
irapracticabie, o7 Lessee may ai any time within said primary tenn terminate this lease and surrender said land; provided that,

commencing with the 8th__ day of __P2cemher _, j97FH _, if Lessee has not theretofore commenced any such operations on
gaid land or on the umit ares or tecminated this lease, Lessee shall pay or fender to Lessor annually, in advance, as rental, the sum of

s Ll 3

M%lim (5.20,00) (each of such anfwal periods being hereinafter referred to as “rental perind”) until operations
ate commenced on sakd tand or lands which have been pooled or unitized therewith pursuant te pdragraph 19 hereof, or this lease i
terminated as hereln provided; it being understood that In the event of the suirender or termination of this lease as to any portion or
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4y 268

20 § 5 QUEEER o/ | €1 e




.. paymentof
" opérati

o ifb‘,therm

e b

portions of the land covered thereby, said rental shall be reduced proportionateiy as provided in paragraph 16 hereof, The consider-
atfon oxpressed in paragraph 1 hereoi covers nll rental to the doic issi above mentioned. §f Lessec shall clect not to commence
oporations on sald land or on the unit area during the primary term as above provided, this lease shalt then terminate, From time to
time during tha primsry term, Jf (o) Lessee shall drill and abandon a well and there is at the time of abandonment ne other well
prodiicing, or (b) ell production of geothermal resources shall cease, then Lessce may (subject to provisions of paragraph 16 hereof)
commence or.fesume- operations (as defined In paragraph-$_heseof), the productlon of any of said gcothermal resources or the

qontal and in;suoh event: this lesso shsll-remain. in. full. force and-effect as though thers hed been no intetruption in
rati duction, or rental payments, as the case may bé.If sbanddénmoent under (4) above or the cessationi of production under
(b} abve Occurs more than six inontha bgfore thie noxt ensuing sijilVersdry date of this lease, Lesste shall hove until sich anniveisary
Egt},'" vhich.to'commench orresume operations, prodiction or rental payments: if sich abandonment or ‘céssation of ‘produstion
tciina- s’ tidn 1x . months béfore tHe” next ensulfig” anhiversary- date of this lease, Lesseo shall havo until the second ensuing
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anniversary daty'in which {a-cos or re i p.:;'oduc'tlon of réhtal peymonta.”

f:Lessee bncolinter a geothermal resource I ‘nr Wl led.on said land or the unit area, Lessee may.suspend further operatlons
hersundes; provided, Howsyer, that If at the explration of any ‘caléndar year after such suspenslon Lessor shall hot: hive received ag - .
oyalty, ¥pthermal resonrces an amount cqual t-or in ‘eXc2ss 6f the Tental hereélniaboye provided, Ledsba ahall dn of béfore the 20th’

of Janubry! hoxt: pugpgeqlng.,p;Y;.tp Lessor an'umount (kerelnafrer calied “In-leu royalty"') equal to the differéncs between the tofal

amount of all'siich royaltids pald to Lésqo_rdurin;g wich ¢alenddr yeor on geothermal resources and the ranial hereldabove provided.

¥, indleu: royaity so:tendered: to' Lossor shall be recoversble’ by Lessee out of future production of any or all of the above sald

t resourcés and: Lassed'ls herdby authorized and 'direcied: to ‘deduict the sarie from foyelties thereaftér ‘due and.payable.

\egardless of the provisions of this paragraph 4.to the conbraty; if withid ten (10) years from the dafe of the completion of & well én
satd larid br unit ared capable of R;ogucipg"ggpﬁhqrmgl resoireed Leossee shall have failed to make or drtkngeé fof a bena fidé commercis
salo or fialés’df any of sald;gsothérmal resoirces produced.from a-wel of wells on spid lind, or on ihé &rit area, then Lessor; at its
ay conslddr auch chrenmstancek a dufault on the part of Lessca horéunder for ths purpose of pa.agraph 10 belot. Paymeit of
. :_,goyalty._as_al‘o_rpsald shall constitute production for the purposes of paragraph 2. 1

3, If any operations-br geothermal resource production or any combination of such activities shall eccur hersunder and if at’ any
time or times aﬂqi:}_the primary térm or within threé (3) months before expiration of the primary term, such operations oy production
of any: cormbination’ of such actlvities xhall ¢ease for any cauise so that none of such activities continues, such cessation shiall not cause
this-lease, gg_lerq:igaagé and this-fease shall remain in force if and 50 long as (a)} peyments 2re made under paragraph 4 (if applicable) or
(b) any opérations or pré-duction are commenced or resumed hefevnder during a petlod for which any such payinent waé made or
within thres (3) months after cessation of ihe last of the operations or production occurring from time to time under this lease, or'(c)
the-cause of cessution is covered by paragraphs 6 or 9 hereof, Wherever used in this paragraph-5, or wherever efse vsedin this lease,
unléss the context tequires ctherwise, the meaning of the word “'operations” shall without limifation-include: operations for pro-
ducing, reworking, plugging back and drilling wells; remedial and repair work on wells and equipment; tesling; manufaciuting,
piocesting, treating, handling and storing geothermal resources or any component thereof; and operations for construction of facilities
orequipment to accomplish or aid in the accompiishment of any of the foregoing. : '

6. Lessee s'ha,ll not bz obligated to produce geothermal resources it is unable to market at the well or wells, plant or plants. It is
rgcognized that the market demand for geothermal resources may vary from time to time and during such periods as there is no
market at-the well or plant for any geothermal resources, Lessee’s obligstion to produce, process and extract such geothermal

r%s(:)umm shall be suspended. Lessee shall have no obligation to save o1 process byproducts described in clause (d4) in paragraph 1
above.

Subject to the foregoing and except as herein otherwise provided, Lessee agrees to drill wells and operate each completed well with
teasondple diligence and in accordance with good operating practice and all applicable laws so long as such wells zhall produce
g{:othegmal resources in paying quantities while this lease is in force as to the portion of said land on which such well or wells are
stuated.

7. The possession by Lessse of said land shall be sole end exclusive excepting oaly that Lessor reserves the right to occupy and use or
to lease the surface of said land for agricuitural, horticuitural or other surface uses, except those granted tc Lessee hereundsr, which
uses shall be camied on by Lessor subject to, and with no interference with, the rights or aperations of Lessee hereunder. No well shalt
be drilled closer than 18D feet to any residence or bamm now on said Jand without written consent of Lessor. Lessee shall pay for
damages caused by Lessee’s operations o houses, bams, growing crops, fences and irrigation systems, Lessee shatl not be liable to
Lessor for damuges to any geothermal resources reservoir underlying said land or for the loss of geothermal resources therein or
therefrom resulting from its operations hercunder unless such dsmage or Joss is caused by Lessee’s gross negligence or willful
misconduct, Lesste shall have the right to drill such wells on said land as Lessee may deem desirable for the purposes hereof and Lessee
shail utilize or use only so much of said land as is necessary or reasonably convenient for Lessee’s operations hereunder and shall
interfere as Httle 2s reasonably necessary with the use and occupancy of said land by Lessor. No default of Lessee hereunder with
respect to any well or portion of this lesse shali impair Lessee’s rights with respect to any other well or portion of this lease, If Lessee
or anyone purchasing geothermal resources from Lessee constructs on said land a plant for the conversion of geothermat resources into
heat, power or another form of energy or for the extraction and processing of byproducts, or both, and if any such plant utilizes
geothermal resoirces produced or obtained from said land and from other land in the vicinity, Lessee or such purchaser shall have the
right and easement to continue to maintain and operate such vlant and connected pipeline, transmission line and other associated
facilities so long as it utilizes ccothermal resources from other fand notwithstanding any cessation of production from said land or the
expiration, termination or forfeiture of this lease. In such event, Lessor shall be paid annually the fair rental value per year of the area
80 occupied,

8. The rights of Lessor and Lessee hereunder may be assigned in whoie or in part. I all or any part of this lease is assigned, no
leasehold owner shall be Hable for any act or omission of any other {easchold owner, and failure by one to pay rental or in-lieu royalry
shall not affect the righis of others—rentat or in-lieu royalty being apportionable in proportion to acreage. No chunge in ownership of
Lessor's interest, however accomplished, shall be binding on Lessee until Lessor has furnished Lessee with written notice of such
chznge, and then only with respect to payments thoreafrer made; such notice to consist of originzl or certified copies of all recorded
instruments, documents and other information necessary to establish a complete chain of record title from Lessor, and written
instructions from Lessor and Lessor’s tmnsferre directing the disbursement of any payments which may be made thereafter. No other
kind of notice, whether actual or constructive, shall be binding on Lessee, and in the absence of such notice Lessee may make
payments precisely as if no change had occurred. No present or future division of Lessor's owneyship as to different portions or parcels
of said land shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee’s operations, particularly as to the
drilling and lccation of wells and the measurement of production, may be conducted without regard to any such division.

9. The performance by Leasee hereunder shall be suspended while Lessee is prevented or hindered from complying therewith in part
or in whole, by strikes, lockouts; labor disturbances, acts of God, unavoidable accidents, laws, rules, regulations or orders of any
Federzl, State, County, municipal or other governmental agency, acts of war or conditions arising out of or attributable to war,
shortage of neccesary material, equipment or labor, or restrictions in, or limilations upon the use thereof, ina%ility to secore or absence
of a market for the aale of geothermal resources which can be produced or recovered in commercial quantities from said land, delays in
transporistion, and other matters beyond the control of Lessee, whether similar to the matters herein specificaily enumerated or not.
This lease shell remain in full force and effect during any suspension of Lessee's performance under any provisions of this paragraph,
and for & reasonable time thercafter, provided that after the remowval of the caus: or causes preventing or hindering performance,
Lessee, subject to the other provisions of this Irase, diligently commences or resumes performance. Notwithstanding anything to the
contrary herein provided, if any of Lessee’s obligations under this lease condlict with or violate the provisions of any reasonable
conscrvation program or plan of orderly development, whether now or hercafter adopted, to which Lessee may voluatarily subscribe,
or of any conservation program os plan which is now or may hereafter be prescribed by any order of any governmental agency, Lessee
shall not be abligated to perform such obligation.

If the permission or approval of any governmental agency is necessary hefore drilling or producing operations may be commenced on
sald land, then if such permission cr approval has been applied for at least thirty {30) days prior Lo the date upon which such
operations-mugt be commenced under the terms her=ol, the obligation to commence such operations shali be suspended until thirty
(30) days after the governmental permit is granted or approval given, or if such permit or approval is denied initially, then so long as
Lessec i good faith appeals from such denial or conducts furtber proceedings in an attempt to secure suck permit or approvsl and
thirty (30) days thereafter.

10, If Lesace @ shall fail 1o pay any installment of royalty, rental or in-lieu royalty when due and if such default shall continue for a
period of fifteen (15) days alter receipt by Lessee of written notice thereof from Lessor to Lessve, then st the option of Lessor Lhis
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lease shall terminate as to any gorllons thereof or any intezests therein as to which Lessee is in defaull; provided, however, that if there
be a bona fide dispute as to the amount due and all undisputed amounts are paid, sald 1 5-day period shall be extended until five (5)
days after such dispute is suttled by final coust decres, arbitration or agreement.,

tf Lessee shall be in default in the performance of any obligations under this tease other than the payment of rental, reyalty or inlieu
royalty, and if, for a period of 90 days after writton riotice ix given to Lesse2 by Lessor of such default Lessee shall fail to commence
and thereaftor diligently and in good faith prosecute sction to rampt;,l_]y siich dofauil,; Lessor may terminate this lease, No default in the
performance of any ‘condition or obligation hereof shall alfect the ?hu of Lessco hereunder with respect to any drilling, injection,
- disposai, or producing well or wells §n regard to which Lessee {9 not in dofaull, together with a parcel of forty {40) acres surrounding
-..each such'well then comploted or being drilled. ST e

“ 11, Leasee sh
- .and Jocsted

all pay atf daxes that may Ye levied agalnst the improvements, plant, machinery and personal properly owned by Lesses
on any part of md laad, - . i : ’

S V5 ";I,e,ébq_ iiﬁall.a,l_so" piy,- e'xcépl the :'F'c_e_q;ha,r_q, any pnd,,nll,tnxea_ass-éss’ed duringthé term of .this'[¢ase upon any }':mducts of
© . “Lessen's operations  hereunder and ad: valorem taxed on géothormal resolrces togethér with all severence, produvilon sod Hoense taxes
» er-other (axes or dsdossmients-lovied or assessed; on-account of the production’of geothermal resources or any theseof on or from sald

.;land, or on or froin such Lortion of said Iand €8 Lessce may be holding under this lease on the date of such tax lien:

Lesior agreea te pay:the agreed shave of any and all taxes assossed upon any products of Lessee's operations hereunder snd ad yalorém,
taxes on geothérmal resaurces together with the agreed share of all severancs, productlon and:license taxes or other taxes or
, dsgesymients levied or asdessed on account of the groductipn ‘of:geothermal resources from or allotglew to'said:land, and to pay all of
any ‘other-taxes assesz¢id azajnst sald land, whether the samo are assessed 1o Lessor. or. Lessee ‘Or. othsrwide, ahd Lessee is hereby
: EL] hae_ris? lt‘p-_payaall such laxed and ssséssments on behalf of Lessor and tﬁﬁléﬂﬁgt";ﬁe‘aﬁtéum %0 ‘ﬁfd;ftbfn' ahy royalties of moneys .
N or hersunder, . AN RO e ] o3 ormoneys.

In dddition to the rghis granted to Lessce In paragraph 1 horeof, Lessar fiereby grants-to Lessee the sote and exclusive right to
explore said land by geological, geophysical or other msthods, whether now known or not, and to take water from said land for
operations hereunder,

4, All royalties, rentals ang othier payments payable in money- hereunder shall be paid to Lessor by Lessee mailing or delivering &

- 3 -
e R -
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clu:ck_ﬂ:_erefor to Lestor a1 _ JTENE A e
_Pence, 134 E. Branch Strest, Arroyo Grands, Califernia 93420
or Lessee may, st its option, pay eny or all royalties, rentals and other payments payable in money hereunder by mailing or delivering

8 check theefor to

at : %
its successors and assigns, herein designated by Lessor as depository, hereby granting to said depository full power and authority on
behalf of Lessor and on tehalf of the heirs, execuiors, administrators, successors and assigns of Lessor, and each of them, to collect
and receipt for all sums of mosasy due and payable from Lesses to Lzssor hereunder, and to settle all accounts and accounting of
renfals, royalties and other payments payao'e in money hercunder. 8aid depository above named shall continue {0 sct as such until the
owners and holders of Lessor’s estate hereunder shali in writing designate a different depository and notify Lesses in writing at Land
Department, P.O. Box 3495, San Francisco, California 94119, of the name and address of such new depository. The payment of any
and all rentals, royolties and other payments hereunder by Lessee to the depository designated herein or to any other depository
hereafter designated by Lessor, as aloresaid, shall be ¢ full acquittance and discharge of Lessee of and from any and 1ll Hability to
Lessor, anid to the heirs, executors, administrators, successors and assigns of Lessor, and each of them, for any part of such rentals,
royalties or other payments, and Lessee will ot be responsible at any time for the disposition or disbursement by any such depository
of all or any part of any moneys received by it hereunder,

15, It 13 ggreed that if Lessor owns a less interest in tiie rights herein granied Lessee than the entire and undivided fee simiple estate
therein, then any royaltics, rentals or other paymients herein provided for chall be pald Lessor only in the proportion which Lessor’s
interest bears to the whole and undivided fee, In the event Lessee's estate hereunder shall fzil, for a caute other than Lessce’s defanlt
hereunder, in regard to any portion of said land or any interest therein, such failuge shali not sficct oy invalidate Lessee’s estate
hereunder in regard to the remaining portions of said lends or the remaining interests therein and this lease shall nevertheless continue
in full force and effect with respect to said remaining portions of said land or remaining interests therein, and Lessee shall not be
accountabls to Lessor for any payment made with respect 1o said portion of said land or such interest in regard io which Lessee’s
estate hereunder has fajled, Lessee shall have the right to hold or acquire rights to geothermaj resources or leases from others claiming
any ipterest in any part of said land deemed nszessary by Lessee for its oparations hereunder and to withhold from Lessor payment of
reniels, royslties and other payments attributable to any interest so claimed or to any other interest which is subject to advesse claim,
dispute or litigation and the same shall not be due until the ownership of such interest has been determined, and Lessee shall not
thereby be held In default of any provision hereof or to have disputed Lessor's iitie, In the event Lessor has no interesi in the
geothermat resources produced hereunder but has an interest in said land, Lessee shall pay Lessor annuslly the proportionate part
attributable to Lessor’s interest of tre fair rental value per year of the surface occupied by Lessee in the conduct of its operatians
hereunder. If and whenever it shall be necessary so to do in order to protect Lessee’s interpsl under this lease, Lessee may at its option
pay and discharge at any time any mortgage or otiter lien now or hercafter atteching to said land or any part thereof and in such event
Lessee shall be subrogated to all of the rights of the owner or holder of such mortgage or other lien and Lessee may in sddiion
theteto, at its option, apply to the discharge of any such mortgage or other lien, or to the reimbursement Lo Lessee for any amount so
pald by it, any sentals, royalties or other sums accruing or payable hereunder to the owner of the lands to which such mortgage or
other licn attaches.

16. Lessee may at any time or times surrender this Jease as to a2ll or any portion of said land and be relieved of all obligations
thereafter zcoruing as to the acrcage surrendercd, and thereafter the rental and in-licu royalty shall be reduced in the 2ame proportion
that the acreage covered hereby i3 reduced. In the event this leags shall be surrendered under the provisions of this psragraph, or
assigried as hercinegbove provided as to any postion or portions of said land, Lessee shall have such righis of way or easements
hercunder, over, upon and across the tand as o which-this lease is so surrendered or assigned as shall be necessary or convenient for
Lzssee’s operations on the land retained by it and other lands in the vicinity thereof. Upon any aurrender or assignment of this lease 25
to all or any portion of said Innd, Lessec shall be relieved of all further obligations hereunder v.ith respect to the lands so surrendered
o; assigned. Any such surrender shall become effective upon de'ivery to Lessor, or to the deposilm{ bank lerein designated, or the
depozit in the United States mail, postage prepaid, of a duly executed duplicate of an instiument of surrerider properly addressed to
Lessor o to such depository bank. Within a reasonable time thereafter, Lessee shall record the original of such instrument of
surrender,

7. Lessee shall have the right st any time and from thne to time during the coriinuance hereof and witliin a reasonable time afte: the
surrender of any termination of this lease, to remove from sald land oll equipment, machinery, installations, and any other praperty or
improvements belonging to or furnished by Lussce or Lessee’s permitees.

8. Aii labor to bhe performed and material fo be furnished in the operations of Lessee hercunder shall be paid for by Lessec, and
Lessor shall not be liable for eny pari thereof. Lessee shall protect said lend from liens arising from Leszee’s operations thercon,

£9. (u) Lessee is given the sole right and option by writlen declaration of pooling at any time or from time te time, within twenty
(20} years from the date hereol, to combine, pool, or unifize in whole or in part as to any stralum or strata all or any part of said lends
with other landa not subject to this lease 2o as io create one or mwre raasonnbly compact operating units for eny operating or
preducing purpose, Such written declaration of pooling shail descrlbo the pooled lands and shall become effective when recorded in
the Qffice of the County Recorder in the County where the land is sltuated. Lessee shall give written notice of such pooling to those
Lessors whose lands are so pooled. Lessor agrees that with respect to all geothermal resousces oblained from any lands, included
within any uch operating unit, whether or not from lands covered by this lease, there shall be allocated 1o and deemed to have been
produced i the lands covered by this J2ase and included in such operating unit, only thal proportion of the enlire production from
such opcrating unit that the amount of acreage within the lands herein lzased and included in such operating unit bears Lo the total
+ acrzage of all of the land in such vperating unit, snd royalty payable under this lease with respect to,‘.églss land included |2';=,‘O
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“'producton from lands subject to a wnit shall baset forth therein and may be based upon: (i) the sirface acreage, or (i) the astimated
_yolumetric coptent or,units of cnergy of récoverable geothermal fesources, or (i) any weighing of eithér or both (1) end (if), of lands
* within suck unit o7 within the estimated productive limits of sutch nit; or such sllocation may be mads upon any, other basis approved -

operating unit shall be computed onlr on that portion of such production 3o allocated to such leasad lands. The entire acresge 1o
voled or unitized shall be treated as if it were covered by one lease and the drilling of a weall or Pcr[ormance of any other obligatigns*
_any part of such operating unlt, whether or not on land subject to this Jease, shall fulfill Lessce's drilling and othar obligations under
this l¢ase to the yame oxtent as it suck, well were dritled and other obligations performed on land subject to this lease, Lessee may, at
its sole optlon, at !_::K tims when there is no production In such'operating unii of geothermat resources in quantities deemod paylng by
Lescen ferminate such operating unit by & wntten declatetion thereof, in the same manrier in which it.was created, .

e Lo e Sty - rged etk g b - ST - A
nied the fight st.eny. timo or th s;-wﬁlhin tho perjod herelnafier provided to unitlze this lease and the

Iz6 of any such unit shall hot be tetroactive,

‘prodacing operatlons. condigtsd. on- any. of: the, unitived- lands: shall_ constitute full complisnce -with tha,drilling .and- produecing -
ations of: Lessée heretnder and Lessoi. shall be enitled 16 the royaltles fn this J2ase provided; on the fractional part oaly; if any

o uall production allocated to inis lesse In accordance with the provisions of ‘any sald Unif, The method of sliocation of

by Stats or Pedaral authorities having jurlsdletion thereof. The p?éﬂsio’m- of this paragraph authosizlig ine éstablisthment and
~onlargement of contraction of undis and change of the ratio of participation thereundar shall not extond beyond the period of twen

-(20) years from tho date of this lease; provided, however, that if a unit I established beforo the explreti~n of sald twenty-year parod,

such unit may.continue in effect beyond sald twenty-year poriod, Any svch unit may be csiablished, er.tnrgéd er dlminished, and, in
tho abseage of production thesefrom, moy be dissolved by Lessee's filing for record an instrument so ccfaring. A copy of such
instrument shall be delivered to Lessor or to the deposjtory.

. {e).1f any taxes of any kind ars lovied or assessed to the unit arca as a whole (other than taxes on tho land and on Leisor's
improvements),-any- portion of which is chargeable to Lessor under paragraph 12 hereof, ther the share of such taxes to be borae by
Lessor a3 provided i this-lcase shall be in proportion to the share of (li¢ production from such operating unit or unitized lands

allocated to the leased land. No offset obligation shall acerite under this lease as  result of any wel! &rillsd within any such operating
urdt or unitized Isnds- : 3 T

20, -For the comideration pald at the time of execution of this agreement and without any additional consideration to be paid
theyefor, except as provided below, Lessor hereby grants to Lessee, its successors-and assigns, the following rights, rights of way and
ezgements in, unider, upon, through 2ad across sald land which may be exerclsed at any time or from time to time during the duration
of this lease and as long thereafter as Lessee ¢ xerclses any of the rights granted in this paragraph: (a) The sole and exclusive right to
locate a well or wells on the surfaca of safd land and to slant drill said well or wells into, vnder, across and through sald land and into
and under lands other than rald land together with the right to repair, redrll, deepen, maintain, inject in, rework and operate or
abandon such well or wells for the production of geothermal resources from such other lands together with the right to develop water
from sald land for any of Lessee's operations pursuant to this paragraph and together with the right to construct, erect, maintain, use,
opemate, zeplace, and remove all pipelines, power lines, telephene lines, tanks, machinery, and other facilitics, together with all other
rights necessary or convenient for Lersee’s operations under this paragraph and together with rights of way for passage over and upon
and across and lnges and egress to and from said land; (b) The sole and exclusive tight to dril! into and throur,h ald land below a
depth of five hundred feet (500°) from the surface thereof, by means of a well or wells drilled from the surface of lands other then said
Iand, and the right to abandon or repair, redrdli, deepen, maintaln, inject in, rework and operate such well or wells for the production

of geothermsl resources from leands other than said lands.

If Lessee exercises the rights granted by Lessor in subparagraph (a) hereof, Lessee shall pay to Lessor an annual rental computed at the
rate of one hundred dollars ($100.00) per acee for each surface acre of said lands being exclusively occupicd by Lessee pursuant to
such grant. If Lessee exercises the rights granted in gsubparagraph (b) hereof, and thereafier completes a well capable of producing
geathermal resources in (}uantilies deemed paying quantiliez by Lessee or operated by Lessee as an jnjection well, then Lessee shall
within sixty €60) days after such completion pay lescor an annual rental computed st the rate of one dollar fSl.OO) per rod of
horjzontal projection of the survey course of that part of the bore hole of such well wraversing the subsusface of such land. Any such
rentals shall continue until such well is abandoned. Any well drilled under the provisions of this paragraph shall be drilled so that the
toducing or Injecting interval thereof shall lie wholly outside the boundary of said land and Lessor recognizes and agrees that Lessor
a3 no interert in any such well or welis drilled pursuant to this payagreph or any production therefrom,

Any surrender or termination under any other provision of this leass shall be effective notwithstanding the fact that Lescee in and by
such surrender or termination reserves the rights granted to Lessee under this paragraph, and regardless of such surrender or termina-
tion, the righ!s granted under this pasagraph shalt continue for the term hereinabove granted in this paragraph.

21, Whenever used herein, the expression “drilling operstions™ ahall mean, for sll purposes hereof, any work or actual operations
undertaken or commenced fot the purpose of drilling of a well vn or Into said land, including without limiting the generzlity hereof,
the preparation of the ground therefor, the building of rosds and other facilities therefor, the construction of a derrick and cther
necessary structures for the drilling of a well followed by the actual operation of drilling in the ground. Any such work or operations
preliminary to tha d.rlllinf in the ground may be undertaken in any order Lessee shall sec fit. Ali such work and cperations shall be
prosecuted with reasonable ditigence.

22. This agreement may be executed in any number of counterparis with the same force and effect as If all parties signed the same
document,
o "

23. This lease shall pa bindipg upon all wheg exccute it, whether or not they are pamed in the granting clause hereof and whether or
not all partics named in the granling clause execute this lzase. All the provisions of this lease shall inure to the benefit of and be
binding upon the heirs, executors, administrators, successors and assigns of Lessor and Lessee.

IN WITNESS WHEREOQF, the parties hereto have executed this agreement.

LESSEE: 1.LESSOR:

STANDARD OIL COM@OF 1LW
Dy hid

Cuntract Agent

Assi@n Secretary
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IR?I;‘ in wholé of in part gr-es to eny stialum of sirala; with other lands and leasos and to incroase or decrezso.theslzs ..

g‘élu'rlgo in the amount of Ledsor’s royaltids resulting from unitization of this leese or from any:Incresse or =
lecroase in & of any s ] In'the svent of any such unitizatlon; this lease, unless sooner terminated .
by Lesses, shell conitiniy in- sffect for 'uo-lonias any of thé landa héreby leased remain subject to eny such unit, The drilling.and -
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JDTARY PUBUC GI\I.IFD LENE
N CWYANDCOUNTYOF
\2L = T AN FRANCIST
\ My.Commlssbn Expires, Ja

Stateo! California ' '
s -

_ﬂ.r-iunty o Jan Luis Cbispo
L - . On this 15th day of Febmary 1q [3 bEfore
S urdersiemed Notary Public in and for sald..._.,_ga“ L,.u_iﬂ__.Obism

_and Jeraldine Penca
. knowntometo be the persord.. whose nameB arse . subscnbed to th .withm
ument, and acknowledged that ..t heY.. executed the same,-

1552 WrigHAs i B ray hand and oﬁiclai geal,
ISPD.C
M,comm,,m,m;’y{g‘; L ﬂé//?m/ Lwééén/

Mctary Plﬁhc in and far Ba]gsan Lﬂgs Obispo ' County and St&tﬁ{_
T mer My commission expires February 3, 19 74
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