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STATE OF CALIFORNIA

Energy Resources Conservation
and Development Commission

In the Matter of the:

COMPLAINT AGAINST THE
BOTTLE ROCK GEOTHERMAL Docket No. 12-CAI-04

POWER PLANT (79-AFC-4C)

V.V. & J. COLEMAN, LLC’S DIRECT TESTIMONY,
EXHIBIT LIST, AND PREHEARING STATEMENT
RELATED TO THE JANUARY 22,2013 COMMITTEE HEARING
V. V. & J. Coleman, LLC (the “Landowner”), pursuant to the Notice of Committee
Hearing, Possible Amendment of Conditions of Certification and Hearing Orders dated
December 21, 2012 (the “Order”), submits its direct testimony, Exhibit List and Prehearing
Statement. The Order was issued in response to a complaint filed by David Coleman on October

11, 2012 (the “Complaint™). This direct testimony, Exhibit List and Prehearing Statement are

submitted in support of the Landowner’s position regarding the Complaint.
l. PREHEARING STATEMENT
A. Response to Committee’s Inquiries.
The Landowner responds to the specific inquiries in the Order as follows:

1. Regarding the “reduced scope of decommissioning” negotiated with the
underlying landowners, the facilities proposed to remain after the project is
decommissioned, including, if available, photos depicting the relationship of
those facilities to their surroundings. Do the structures conform with Lake
County development standards?



The original Geothermal Lease and Agreement, dated February 25, 1975 (the “Original
Lease”), required that the original project owner “so nearly as practicable restore the areas
affected by such termination or abandonment to the condition in which they were prior to the
commencement of its operations hereunder.” (Ex. 300 at 116(b)). However, the Landowner and
Bottle Rock Power, LLC (the “Project Owner”) have agreed to amend the Original Lease to, in
part, reduce the scope of the required decommissioning in favor of a more general scope, as
outlined in Exhibit B attached to the Amended and Restated Geothermal Lease and Agreement
(Ex. 111, the “Amended Lease”). The reduced scope of decommissioning agreed to in the
Amended Lease allows the Project Owner to leave certain structures and infrastructure on the
subject property. This includes the turbine building, the nearby standby generator building and
certain roads that will be identified at the time of decommissioning. The Landowner agreed to
this reduced scope of decommissioning due to the practical difficulties that would be involved in
restoring the property to its prior condition. For example, the existing roadways on portions of
the property would be difficult to remove and their removal may cause more damage than good.
Notwithstanding this reduced scope, the decommissioning obligations under the Amended Lease
still require that any and all environmental hazards will be remediated. Only the physical

structures that are essentially inert will remain.

For the purposes of the hearing, the Landowner defers to the Project Owner regarding the
Lake County development standards. Landowner does expect that all improvements on the

property comply with applicable federal, state and local requirements.

2. The estimated costs of remediating the decommissioned facility and steam fields,
including underlying assumptions.



The Landowner has not conducted a formal independent study of the costs of remediating
the decommissioned facility and has no reason to dispute the study commissioned by the Project

Owner.

3. The sale agreement between the Department of Water Resources and the project
owner and subsequent amendments thereto.

The Landowner refers the Committee to Exhibits 110 and 112 submitted by the Project

Owner.

4. The lease agreement between the project owner and the landowner.

The Landowner refers the Committee to Exhibit 111 submitted by the Project Owner.

5. The amount of and terms of bonds to secure remediation of the steam fields,
generating facility, or both, required or held by other entities such as Lake
County, the Department of Conservation Division of Oil, Gas & Geothermal
Resources, and any others.

For the purposes of the hearing, the Landowner defers to the Project Owner’s Prehearing
Statement. The Landowner does expect that the Project Owner comply with all applicable

federal, state and local requirements.

6. The amount of and terms of environmental impairment insurance held by the
project or required to be held by entities such as Lake County, the Department
of Conservation Division of Oil, Gas & Geothermal Resources, and any others.

For the purposes of the hearing, the Landowner defers to the Project Owner’s Prehearing
Statement. The Landowner does expect that the Project Owner comply with all applicable

federal, state and local requirements.



7. Lake County’s conditions applicable to the steam fields.
For the purposes of the hearing, the Landowner defers to the Project Owner’s Prehearing
Statement. The Landowner does expect that the Project Owner comply with all applicable

federal, state and local requirements.

B. Landowner’s Position.

The Landowner is in a unique position among the parties in that it has an interest in the
economic success of the Project Owner, but also has a vested interest in maintaining the
environmental health of the property. Landowner conducted year-long negotiations with the
Project Owner in order to properly balance those interests before agreeing to the reduced scope
of decommissioning in the Amended Lease and release of the Department of Water Resources
from its restoration obligations under the Original Lease. During the course of the negotiations,
the Landowner insisted that a proper and reasonable scope of decommissioning be included, as
the property has significant personal value to the members of the Landowner. Landowner was
also concerned that the Project Owner demonstrate a commitment to the project and a

commitment to fulfilling its obligations in the event the project is ever decommissioned.

After review and consultation, Landowner determined that the reduced scope of
decommissioning included in the Amended Lease was the appropriate level for the project,
especially in light of the significant difficulties in restoring the property to its natural state. The
cost of this reduced scope of decommissioning is significantly less than the cost of fully restoring
the property to the condition prior to building the project. As described above, although there is

a reduced scope, the decommissioning obligations still require that the Project Owner remediate



all environmental hazards. Certainly, Landowner expects that the decommissioning will comply

with all federal, state and local requirements, including all environmental laws.

Landowner also determined that the Project Owner had demonstrated a commitment to
the project, and was willing to make additional financial commitments to the project in the form
of expanded production. These significant financial commitments to the project indicated to the
Landowner that the Project Owner was unlikely to abandon its decommissioning obligations,
especially in light of the reduced scope of decommissioning. While the Landowner values David
Coleman’s opinion as expressed in the Complaint, the Landowner agrees with the Project
Owner’s assertion that circumstances which prompted the bond requirement have changed and
that due to the reduced scope of decommissioning obligations and the Project Owner’s

commitment to the project described above, the bond requirement should be eliminated.

C. Landowner’s Direct Testimony & Time Estimate for Examination.

Landowner does not anticipate submitting any direct testimony and does not anticipate
offering any witnesses, but reserves the right to submit direct testimony and offer witnesses
based on the direct testimony and prehearing statements submitted concurrently with the

Landowner’s prehearing statement.

D. Required Time for Cross-Examination.

Landowner does not anticipate that it will cross-examine any witnesses, but reserves the
right to identify witnesses and the amount of time needed for cross-examination in its Rebuttal

Testimony to be filed on January 17, 2013.



E. Amount of Time Needed for Oral Argument.
Landowner does not anticipate providing oral argument during the January 22,2013

Committee Hearing, but respectfully requests that 10 minutes be reserved for oral argument.

IL. LANDOWNER'’S EXHIBIT LIST

The following table identifies all exhibits the Landowner intends to provide to the

Committee.

Exhibit # | Document Title

300 Geothermal Lease Agreement dated February 25, 1975.

III. CONCLUSION

The Landowner agrees with the assertion by the Project Owner that the Committee
should order that the Project Owner and Department of Water Resources were within their right
to amend the Purchase Agreement and that no decommissioning bond should be required for the

project.

Date: January 11,2013 Diepenbrock Elkin LLP
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Eileen M. Diepenbrock, Esq.
Mark E. Peterson, Esq.
Diepenbrock Elkin LLP
Attorneys for

V.V. & J.COLEMAN, LLC
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DECLARATION OF SERVICE

I, Serena Albaeck, declare that on January 11, 2013, | served and filed copies of the attached V.V. & J. COLEMAN,
LLC'S DIRECT TESTIMONY, EXHIBIT LIST, AND PREHEARING STATEMENT RELATED TO THE JANUARY 22,
2013 COMMITTEE HEARING dated January 11, 2013. This document is accompanied by the most recent Proof of
Service list, which | copied from the web page for this project at:
http://www.energy.ca.gov/sitingcases/bottlerock/documents/index.htmi#cai-04.

The document has been sent to the other parties in this proceeding (as shown on the Proof of Service list} and to the
Commission’s Docket Unit, as appropriate, in the following manner:

(Check one)
For service to all other parties and filing with the Docket Unit at the Energy Commission:

X | e-mailed the document to all e-mail addresses on the Service List above and-persenaly-delivered-it-or
depesited-itinthe mail-with SAsspostage - ries-hoted-abe ired”; OR

a
oo = - o wiw -

Instead of e-mailing the document, | personally delivered it or deposited it in the US mail with first class
postage to all of the persons on the Service List for whom a mailing address is given.

| declare under penalty of perjury under the laws of the State of California that the foregoing is true and correct, and
that | am over the age of 18 years.

Dated: _January 11, 2013 kg)mw M

Serena Albaeck

*indicates change 1
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GEOTHERMAL LEASE AND AGREEMENT

THIS GEOTHERMAL LEASE AND AGREEMENT (herelnafter the “l.ense”) {3 made and entered into as of the,_zsth

av vl day
of February 3 19*..7...5._.-‘. by and between ...

_THE_RESPECTIYE. PARTIES_ WHOSE_NAMES_ARE SUBSCRIBED. HERETO,who . are MARJORIE J.

FRANCISCO; MARGARET HODGES, formerly Margaret Stewart; VALENTINE R, COLEMAN;

herelnafter called the “lLeasor” and GEOTHERMAL KINETICS INC. a Nevada Corporation, having its principal office at
801 W. Indian Bchool Road, Phoenix, Arizona 86018, hereinafter called the “Lesseo”.

WHEREAS, Lessor Is the owner of the following lands (whlch are lhcreinafter collectively referred to as “Lands™) situate

SR i st ersmssaeeres s miesestsanen e COUNEY, Stato of L California ..o, known and
descrlbed as follows:
!
SEE EXHIBIT "A" ATTACHED HERETO AND MADE A PART HEREOF. =~ '~
> e
i VUCUMENTARY TRAM2rEn TAX ,__hjjd’f -

Containing 350 acres, more or less

p "=~COMPPUTED ON FULL VALUE OF 7noier: .y
)| ﬂuMl-UluD'ON PULL VALUE LES

ENUUMUNANL EMAINLIC ol \.nv‘ p Le
7% e

Declarant or Agent del;rnnlnlugn; ‘r"l-a;_ihu-:_
Unincorporated

WHEREAS, both of the parties hereto are desirous of having the Lands developed for the production of geothermal re-
sources,

' NOW, THEREFORE, wilnesseth that:
A. Grant of Leasse and RNighta.

FOR AND IN CONSIDERATION of the sum of Ten Dollars ($10.00) pald to the I.cssor br the Lessee and other good
and valuable considerations, recelpt of which in hereby acknowledged by the parties, and In consic

leration of the covennnts and
;{geemenls by the Lesses hereinafter contained to be kept and

erformed by It, Lessor has GRANTED, LEASED, LET AND
MISED and by these presents does grant, lease, let and demise to l.essee

its successora and nsslgna upon and subject to
the terms hereinafter set forth, the Lands as above descrlbed with the sole and exclusive rlizht to the Lessee:
3
. (a) To explore, drill for, produce, extract, take, treat, rofine, convert or otherwise process, store upon, and remove
from tho lLands, and to appropriate and/or sell for its sole account and risk, all minerals, chemical elements and com-

pounds, whether In wolid, liquid, or gaseous form, all ateam and other forins of therm:! -nergy, and all gases other
than those specifically excepted i)clow. emanating from the Innda (all of the said minerals, * '~., produced from the lLands
belng hereinafter collectively referred to as “Substances"”); and

(b) to do upon any portions of the Lands ail thlnpga necessnry or uppropriale in its sole honafide judgment te exer-
clse fully and efliclently all of the rlghta granted by the foregoing item (n) under this section (herelnnfter referred
to collectively as the “Objectives”), including but not limited to the storing and use of materinls, the installation, con-
struction, mnintenance, operatlon, (and repalr, removal, and replacement, ns the case may lLie, where the same have been
placed on the Lands by tho Ieasee) of all buildings, power and other plants, relineries and other treatment and procea-
sing facillties, atructures, machinery, tools, equipment, fixtures, tanks, pipe lines, booster plants, pumping stations, roads,
tracknze and other means of transportation for both materials and perscinel, communication, power and water gystems,
and othcr like and unlike fncilities including sump and other ponds, of whalever nnture deemed appropriate by the Les-
see to the accomplishment of the Objectlves. 7The foregoing specific enumeration shall in no way Le reparded as a limi-
tation upon or ns a reductlon of the general rights included within the Objectives.

TOCOTHER WiTii A RIGHT OF WAY ENTRY into and upon, transit through and ncross, and egreas from the Lands
for all men and material engaged in accomplishiment of the Objectives, and any like activities by or_{

v ﬁ_t_hc;_ 1. ensec on broperty
In the viclnlty of the Lands, and for all products of a llke nature as Substances produced Ly or for lLessee from lands in the
vicinity of the Lands.

B. Terms and Conditlons

1. Lease Termn and Renlalas. (a) This Lense shall be for a term of ten (10) years fromn and after the date hereof (here-
afier referred to as the “Primary Term”) and for so long thereofter as (i) nnt of Wie Suhstances shall be produced in commer-
cial quantities from any of the Lands or (i} for so lung us thia Lcase mny be kept in force under any other provision hercof.

(b) If at the expiration of the primary term hercol none of the Substances mye heing produced, but on or before thet
date reworking operations or operations for the drilling of a well In acarch of any of the Substances are commenced on sald
Lands, ‘hia Lease will contlhua In force for so long nas such operaticns are contlnuously prosecuted; and, such operations rhall
be connidered to bo contlnuoualy prosccuted If not more than three (3‘)‘ months shnll elnpae botween completlon or abandon-
ment of one we!l and beginning of operationn for the drilling or reworking of nnother well, If, as a resuit of such operatlons,
any of the Suba'snces nre produced in comme cinl qunntllﬁes or production I8 reatored, thia Lcase will remnln In force for
8o long as ani of the Subsatances shall he so produced. If gald Substances or any of thern are being so produced from any

ands at or after expiration of the priinary term hereof and all of such production shall thereafter cease, L.as-

wor 189 nee 167



L

see "way, within three (3) months trd .. reworklng aoperations In an e¢ffort to
e Anie or restore such production of n'h_v“ of the Suhstances, [n which event thls lease shall

such opesations are contlnuously prosccuted, ns provided above; and, If such operalions shall result In production 4n com-
mercial quantitiea of any of the Subatnnces for so long as nny of them are produced [n ccmmerclal quantitios,

antlon of auch productlon, resume drilli.,

from Lessce to I.rnEEE gcrnund ; Cr I8

5 ) "Reworking,”
as_uscd herein, shull include, among other_things, cleaning, tesling, repair, and replacement of wells_and related facilities and
cquipmient necessary to production from siuch wells, ) |

[

(c) I drilling operations are not commenced on snld l.ands on or before one (1) year from the date hercof, lhlsl lense

terminate_pnless the lessee, op or befere sald anniversary dale, shall pany to the depository, as provided in Section b,
the sum of -@ILF :

0o
AU M AN o= 8 e TNy =W . |11 ;. o | $/ 2V .N<........) per acre for
all Innds then held under this l.ease, such sum being hereinafter called “rental,” which payment sha® extend, for twelve (12)
months from sald anniversary date, the time within wljich drilligg opeflations may he commenced. Annually thereafter, In like
manner and upon the payment of the rum of (3~ ne. % A —————— .........Dollars <s/00‘3-‘3-) per
acre for all lands then hcld under this 1ense, the commencement of such drilling operatlona may be further deferred for suc-
cessive periods of twelve (12) months each during the primary term but not beyond.

(d) Notwlithstanding the limitation of the term of this Lense na set forth In paragraph (a) of thls Section, this Iense shall
not be terminated for lack of production In commerclnl quantilies after (ts primary term if lLesace ghall have shut-in any or
all producing wells for engincering or cconomic rensons suiliclent In (t3 good faith opinlon to warrant such action; provided,
however, that, In the care of such shutdowns, l.essee rhall have the oaption, In each year, in lleu of drilling or reworking as
descrihed In paragraph (b) of this Seclion, to pay lessor, on the anniversary of this T.cace, a delay rental In the amount of

One Dollar ($1.00) per acre for ench acie of the Land then held under this Lease and each such payment shall extend the
terin of this Lease for an additional year.

2. Acreage. TFor the r
acres whether more or less

3.
follows:

urpose of calculating all payments hereunder, the Lands shall be considered to comprlsc‘_‘..a.s.o. -
n fact.

Royaltles. l.cssee shall pay royalty to Lessor, out of the proceeds recelved hy him from the salc;of Substances, as

(a) On Stecam: Ten per cent (10%) of the gross reccipts reccived by Lessce.

(b) On All Other Suhstances: Two per cent (2%) for tho ﬂrf'lt ten (10) yen.rn of the l.case terin and Four per cent
(4%) thereafter of lersce’s welling price at the wellhend or at Lessee’s wrocessing plant ns may he the casc.

All taxen requlred to he pald hy the Leszee for or on anccount of each snle of any of the Suhstancea upon which rov-

alty shall he payable under the foregolng paragrapha of this Section shall he deducted from l.cxsec’s selling price therefor, he-
fore computlation of royultica hereunder.

4. Payment of Royaitiea. lescen shall pay l.cssor, on or boforo the lant dnr of cach nnd evory calendar month, the roy-
alties accrued and nayobio for tho preceding calendar month. Concurrontly with making ench such royalty payment, Lesace
rhall dellver to lLessor a statement setting forth tho basls for the determlnalion of the royalty then pald hy I.esace.

6. Depository. All payments required to be made by Lessce to Lessor hereunder shall be pald to Lessor by malling or

‘erlng Lessee's check therefor to nm"’or ,c/o_MarJ orieJ‘Fraan'acoo_-_ i AR

I ....5005 Melvin Drive, Carmichael California 95608

.

m-ﬂ-mbmr:nmh—dmmhd-w ; lal-aasountTarasrtierehy—meanting
to sald deposilory full power and authority on behalf of Lessor, and all those succeeding tohia—rightsr—Mercunder wWhether
by voluntary aet or operatlon of law, to collect and

8 of money which may become due and payable
iereby declured by lessor to be coupled with an Interest and to be lrre-
o' 1+ No chango [n the ownership of the Lands or of any payments due l.essor hereunder
ahall he binding on l.essee until It ghall have been furnished adequate written evidence thereof. [n the event more than one
Eerson or entity shall at any time he entitled to receive sums of money paynble hercunder to I.essor, ail such persons shall
ave the right, jointly, to deslgnato any other singlo deposaltory to receive ail paymenta hercunder on thelr joint and several
behalf, and by jointly exccuted and acknowledged I[nstrument so to udvlee l.csree, It being Intended that lLessee shall never
be recquired to make payment to more than one person or entity nor to draw more than one check for nny separate payment

hecoming due hercunder. Until such notice shall he furnished to lessec, l.essee shall continue to make all pnyments to the
depository last designated hereunder.

6. Leasce's Use of Production for Its Operation. Lessre ghall he cntitied, without accountabllity to Tessor therefor
whether by payment of royalty or otherwise, to use in Its pr:duclion and processing operations hereunder such amounts of
steam or other thermal energy produced from the Lands ns may he rensonnhly reaquired by [.ssee for such purposes. Lessce

shall he entitled, without accountingt to l.essor therefor in any manner, to Now and/or bl.w wells without restriction for teating
purposes.

7. Uneconomic Suhalances. Nothing hercin contnined shall require l.ezsee to produce any Substance or to recover, save
and market any of the Suhstances contalned [n the hines or other well output produced from wells on the Lands, which, [n l.es-
gee’s jurlpment, Ia not economic to prnduce, recover, save or market. lLessee shall have the right, without accountahility to l.es-

sor therefor, to wanste or dlapnse of nny such uncconomic Suhstances hy such tawful manner or means as l.easec shall deem ap-
propriate In the clrcumatances.

B. Damages Resulting I'rom lenaee’s Operallona. Promptly followlng 1.esaor's notlce to do so, Lessee gshall adequately
{ence nll of Il.essce's drill sites on the Landa agulnst Lessor’s livestock if any shall then he kept upan the Lands. No woll
shall be drilled within one hundred fcet (100') of any residenco or other bullding now on anld Landas without the prlor writ-
ten consent of the owner thereof. Il.casce shall pav for damnges to growing crops caused by its operations on the Lands.

9. Title Warranty., Leasor herehy grants and agrees to defend title to the Lands except for righta of way and enae-
ments of record, amd further ngreea that l.essee at his option may puy and discharge any delinquent taxea, mortgzages, trust
deeds or other delinquent liens or encumbrances existing, levicd or nssesscd on or apalnst the sald Lands; nm‘, in the event [.cs-
aco shall excreise auch nptlon Lersco khall he suhrogated to the rlghta of any holder or holdera thereof and shall have the
right, in ndditlon to other remedics provided hy law or equlty, te relmhurse hlmself hy applying to the dischnrge of nny

' mortgage, tax or olher lien or encumhrance any and ail nayments accruing ta Lessor hercunder.

10. Lenner Intereat, If It should lhereafter appear that teasor, at the time of making this Lenae, owned a lesser Inter-
eat In the Land« than the fee slmple estnto thercin and thercto, or less than the entire intercst In the Substances contnined
in and under the l.ands, then the rentals, rovnlties and the like accruing to l.essor hercunder shall be pnid to lessor in the

proportlon which Lessor’s interest bears to the entire fece simple estate in the l.ands or to the entire Interest in sald Sub-
stances.

11. Taxes. T.essce shall pay all taxes levied and nsaessed ngainst lessce’s leaschold Interest In the Lands and against
sll structures, Improvements and personal properly placed upon the Lands hy l.essee. l.essor shall pay all taxes levled and
nssesscd ngalnst the l.ands as such and agalnst any righta thereto not covered hy this l.ease and shall pay all taxes levied
and assessed against nil structures and Improvements placed on the Lands Ly l.essor,

12. Operatlions. {n) Jees2e will coinmply wiih aii iaws and regulations applicable to [ts operations hercunder Including

but not limited to requirements for workmen’s compenantlon lnsurance ns rcquired by the lnw of the State of .._...._....

meC2@11fornia

(h) l.essce will ever save harmless and defend lLessor from and agalnst any and all manner of clnims, judgements or
suits whatsocver arislng out of l.essee's operations herecunder other than these arising In whole or in part from l.essor's act
or inllure to act amd this Scetlon shall survive termination of this Lease.

(c) AN of the lahor to be performed and all of the materlals to he furnished in the operntlons of Leasee hereunder shall
he at T.esser's soln cogt nnd expenae, aned Tocgar sholl not he chargeahln with ar linble far wny part thereof, Lagsea ahall oro-
tect the sald Landa apalnet licns of every charncter arising from iia operntions lhureun&,ao Wf @DC{

(4

(d) hessee shall have the right, at its solo option from time to time, to ponl or_l'cnmlmmhiz all any of the Landa
with other Innds to comprise one or more development unitg of not more than 2§ acres each, and drilllng operatlona or pro-
ductlon on any such unit ghall constitute complilance herewlith to the same extent as though such operations or production were
on the l.ands. In Yieu of the rovaltics elsewhere hereln provided, Lessor shnil participate in the royalty from any such umit in
the propoition that the wumher of veres owned hy him within the unit bears to the total number of acres in such unlt. Lessee

shall ot nil times keen becsor informed of the lands emhraced in any unit of which the lands hereby leaged form a part
lessee shall exvcute in writing and record In the conveyance records of the county in which the Lands are situated an instru-

ment Ulentifving and desciibing the pooled or communltized acreage.
soor (89 reee 108
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13. " Force Majeure. Lenace's obligatlons herennder ahall be suspended, nidd the terin of this T.ease aud the period fer re-
moval of Lesaec’s property In tho event of termlustion ahnil be extended while Leaser 3y prevented from comblyving therewith
tv: gtrikes; lockouts; riota; action of the elementn; ncchlentsi deloys in trankportution; lnability to seeure lubor or malerinls in

open market: laws, rules or rejiu!ntloua of nny li‘e(lcrnl‘ State, Municipal or other governmental npency, authority or

)

oresentatlve having {urladlclinn; nability to scewre or nbsence of u market for commerclal 2o0le of Substances or any of
them wroduced from the Lands or of derivatives developed bf' lessee therefrom; or by other matters or conditions beyoud
the reasonable control of Lessee, whether or not slmliar to the

conditlung or matters in this parngraph specifically enumer-
ated. ~
14, Surrenders. Il.essee may, at any tinte, surrender this Lease to lLessor in its eatlvety or, from time to time, surren-
der ?nlr 80 much of the Lands as Lesaco ma¥ elect in the Instrument of surrciler by excenting and delivering to the Lesror
or placin

& of record In the county In which the Lands are locnted a ¢uitclnim deed or decdn covering nll or any pnrt of the
Lands so selccted by Lessee for surrender and l.csseo shall thereby he relicved of all obligntlons as ta the acrenge 8o sur-
rendered, except for obligations nlreudy accrued by the terna hercof or as provided by Sectlon 16 herecof. Notwithstanding
such surrender, Lessee sholl nevertheless retain such righta of way, eascments and privileges over, upon, through and across

the lands so surrendered as shall be necessary or convenient for Lessee's operations on so much of the Lands as shall then
be retained by l.easee under this Lease.

16. Breach of Agreement by Lessce. If l.essee has defaulted in any aubstantinl vespeet in its obligations hereunder,
[essor shull a0 notify Leasee in writing, setting out in what respeets fessor deems lessee o be in asuch default, If, within

sixty (60) daya nfter recelpt of much notice, l.eesco shall commenens to correct the default atlegzed by lessor and continue the’

same with due diligence, Lessee shull not be deemed in defautt hercunder. ‘I'he service of anid notice and the lapae of sixty (60)
days without Leaseo’s ecnmmencing to correct the nalleged defmult shall be n condition mrecedent to any action by lessor for
or on account of such defauit. ﬁeither the aervico of anld notlce nor the doing of any ncts by lessee nimed to correct all
or ani’ of the alleged defaults shall be deemed an ndmlsgion or presumption that lLessee has failed in any respect to perforin
ita obligntions hereunder. In the event of cancellatlon or termination of this Lease for any caugse other than surrender by the
lessee, this Lease shall nevertheless remnln in effect as to forty (40) ncres surrounding cach well then producing, being drilled or
reworked, as to which Lessee shall not be In default, and saving nand excepting rights of \\'nr ncross the Lands necessary
for l.essee's operations on the lands so retalned by l.ceses. ‘I'crmination or cancellution of this Lease pursuant hereto shall
be the sole remedy of Lessor for fallure of Lessee to drill any well hereunder or to puy rental or delay rental in lieu thereof.

16. Removal of Lessee’'s Property. (a) Lessee mnr
the property and fixtures placed by it in or upon tho Lands, inc

(b) Following termination of this Leaso or any part thereof for any cnuse, nnd following abandonment of any well
drilled pursuant to the provisionn hereof, leasee alnll within six () montha tiereafter, remoye nll personal proportr which
lcssee shall have brought upon the Innde affected hy such termination or upon the drill slte of auch abandoned well; shall

fill all guinps, remove ull foundatlons and 8o nearly as practicablo restoro tho arcas nffected by such termlnation or abandonment
to the condition In which they were prior to the commencement of Its operations hercunder; nnd, in the cnae of termination, shall
deliver to the Lessor a quitelnlmi deed, in recordnble form, aurrendering to the lLesaar all vight, title and interest of tho lLesseo ia
that part of the sald landa aa to which this J.ease shall hnve beon so terminnted, snving and excepting neceannry enmementa and
rights of way on the Lnnds for l.ennee’s further operatlona on any part of the sulit Lunds na to which this Lense shall not have
* an tenninated. The ownership of any of Lesace's property not removed by it during the period herein provided shall, in the

ence of forco ma)eure as deflined in Section 13, bo deemed abandoned by Iesice and shnll pasa to Lexsor without further act
<. the partiea or elther of them effective upon cxplrution of such period.

17. Assignment. (a) Lessea shnll have the nbsolute right Lo assign nil or any part of Its Interest in and to this Lease.
No asslgnment by elther party horeunder shall bo clfective for any purpess whatsoever until and unless a certificd copy of
the recorded Instrument of asslgnment; or, if such nsaignment shall have been recorded only in short form, o true and com-

n such short form under the true slgnaturca of each of the partles thercto, together
with a certified copy of such recorded short form, shall be delivercd to the other party, in the same manner as is provided

at any time during the term of this Iease remove all or any of
luding the right to draw and remove all casing.

. .for a notice hereunder.

(b) In the event of assignment Ly the Lensec of thls l.ease as Lo n segregated portion of the Lands, payments due the
Lessor hereunder shall be apportlonable among the several leasehold owners according to the surface area of each of their

reaspective leaseholds, and default in ruch payment by one or more of such leaschold owners shall in nowise aifect the rights
of any other leasehold owner hereunder.

18. Notices. Any notlce or other communicatlon hereunder from l.essor to lessee shall be given in writing hy send-
ing the same by prepatd registered mall, with return receipt requested, addressed to Lessee ns shown at the head of this Legse
sgreement. Any notice or other communication hereunder from Lessce to Lessor shall be given In like manner to Lessor add-
reseed to Lessor at the address shown for him at the head of this I.cuse ngreement. Asiy notice mailed as aforesaid shallbe deemed
given and recolved within forty-eight (48) hours after the deposit thereof in the United States mail if malled within the State
of Arlzona to an address within the pame state; and, If mailed from nnfr atnte to an address in a different state, such notice
shall be deemed to have been given and recelved within seventy-two (72) hours after deposit in the United States mall. The
parties may, by llke notlce nt nn¥ time and from time to time change thelr rospective addreases for the purposes hereof. Post-
or such notlces shall be conclusive ns to the date of mailing,

19, Entlrety Clause. If the leased premlses shnll hereafter he owned in severalty, or in
nevertheless shall be developed and operated as one lease, and ail roynltics nccruing hereunder shall be trested as nn en-
tirety, and shall be divided among nmrnnld to Aauch separate ownera in the proportion thut the ncreape owned by each such
scporate owner bears to the entire lenmed acreare. There ahnll be no oblisggntion on the pnrt of tho Lesaec to offset wells on

teparate tracts into whlech the Innd covered by this lease may be hereafter dlvided by sale, devlse, or othorwise, or to fur-
nish separate measuring or recelving tonks.

20. Reverabllity. TIf any part, portion or nrovialon of thia Lease shall be found or declared to be null, vold or unen-
forceable for any renron whatsoever by any court of competent jurlzdiction or hy mny governmental agency having authority

thereover, then only such part, portion or nrovision shall ba affected therchy and the remaimler of this Inatrument shall con-
tlnuollns{'uil force and effect. The foregoing provisions of this parngraph shall be severable for tho purposes of the provisions
of this Section.

separate tracts, the premises,

21. Binding Effect. This lense and Agreement and all of tho terma, covenants nnd condltions hereof shall extend to
~~d be binding upon the respective heirs, exccutors, administrutors, grantrcs, successors nnd asslgns of the partles hereto.

IN WITNESS WHEREOF, the parties hereto havo executed this instrument as of the date hereinabove firat written.

, m/ ,}w,]:uf_

Stewart

iEOTHERMAL KINETICS INC.

g"%ﬁw / dm’("*u dan

VALENTINE R. COLEMA

(yw‘

“VICTOR™V., COL

e o 1

| Plenarti. M,Lﬁ Thapis 9; Tran disa allowdsy jn Jeesd” o

FLORENCE M. MI
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SUATE OF Californlia

| COIme'or _.JLJ_ 2 L0 7/;:& 8. R0OX 't(‘i’Jg f‘hﬂ[171
ON

February 27 1975’

belore me, the undersigned, a Notary Public in and for said State, personally appeared

— Franklin D. Coleman

4

R OFFICIAL SEAL
o8 ‘.\ EARL L. KESSLER, SR.
} -_(:'{, Y] norany pURLIC CALIFORNIA
A\f50wr) L0 ANGELES COUNTY
¥ -4"'«: .« MyCommission Expires May12,197
- o AA
10676 tedeen Dr.. (ake View Terrace, Calif. 91342

, known to me,

subscribed to the within Instrument,
— executed the same.

to be the person__ whose name__ _____ 1S
and acknowledged to me that __he

WITNESS my hand and officlal seal.

- v

ornia

ON February 25 19_75
belore e, the undersigned, a Notary Public in and for said State, personally appeared

MarJjorie_J, Francisco

Py OFFICIAL SEAL . known 10 ms,
@f‘ch\ EARL L. KESSLEF:BE:& to be the person__ whose name— is subscribed to the within Instrument,
t .1".‘:3 NNTARY PUALIC- CALL E :

¢ IT_f
4 \oxL

and acknowledged to me that .9 _he__ executed the same.
;ﬁb 1.0S ANGELES COUNTY g

d
s May 12,1975
il WITNESS my hand and oflclal seal.

ey A

10676 ledc-en Dr., lake View Terrsce, callt, 91342

- ~ - NotaryPublic in and for said State.
STATE OF CALIFORNIA ) T e i

)
County 0342@<;v04npm1§“)

on February 25, 1975, before me, the undersigned, a Notary Public in and for
said State, personally appeamd Marjorie J. Francisco known to me to be

the person whose name 1is subscribed to the within instrument, as the
Attorney-in-Fact of Margaret llodges, Valentine R. Coleman, Vera Boriack,
Victor V. Coleman and Florence M. Miles, and acknowledged to me that she
subscribed the names of Margaret llodges, Valentine R. Coleman, Vera Boriack,
Victor V. Coleman and Florence M. Miles thereto as principals and her

own name as Attorney-in-Fact. ;

WITNESS my hand and official seal.

220 Tzl In

Notary Public in and for sald

QFFICIAL SEAL

1 67757 EARL L. KESSLER, SR. State
; .(‘} Q) NovaRy eUNEIC CALIFOTINIA- |
W=V Las AnGeLES CoumTy  f
&V: 15 7 MyCommission Explics May 12,1975 ¥
10676 Ledecn Mr., Lake View Terrace, Call. 91342 i —

STATE OF CALIFORNIA )

) ss.
County of Kern )

p /

on <ffﬁ}64%4q0L71237 , 19757, before me, the undersigned,
a Notary Public In ard for s@pid County and State, residing therein,
duly commissioned and sworn, personally appeared J. W, COVELLO, personally
known to me to be the person described in and whose name 1is subscribed
to the within instrument, as the Attorney-in-Fact of GEOTHERMAL KINETICS
INC. and acknowledged to me that he subscribed the name of Geothermal
Kinetics Inc, thereto as principal and his own name as Attorney-in-Fact.

IN WITNESS WHEREOF, I have hereto set my hand and affixed l

my official seal the day and year in this certificate first above
writteng..

MARIAN |, POWELL

NOTARY PUBLIC . CAUPORNIA P 7 . P
BOND FILED IN 4 g / ¢
KERN COUNTY ) vt bre #7

MY COMMISSION EXPIRES APRIL7, 1978

e o g =t sttt LEARLY/A . ToMmon

a4 '
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EXHIBIT "A"

Township 11 North, Range 8 West, M.D.M,

Parcel 1

Section 5: Lots S, 6, 9 and 10 of said section.

Parcel 2:

Section 6: Lot 10 of said section; EXCEPTING THEREFROM the
following:

Beginning at the Southwest corner of Lot 10 and
running North 608.6 feet; thence East 715 feet; thence South

608.6 feet; and thence westerly 715 feet to the place of begin-
ning.

Parcel 3:
Section 5: N4 of SW} of said section 5.
Section 6: N4& of SE} of said section 6.

Containing a total of 350 acres, more or less.

;’//774 THC Q’

“A11 taxes, assessments or charges of whatever kind assessed, levied

or collected by reason of the production, sale or removal of "Sub-

stances”" from the land included in this lease, or from lands pooled

therewith, shall be borne by the p:rties heieto in proportion to the {

royaity share by Lessor and the remainder by Lessee."”
INMIAL
3,
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