
MINUTE ITEM 

5. APPLICATION FOR PROSPECTING PERMIT ON SOVrateaui LAND IN IMERIAL 
COUNTY; AMERICAN METAL CLIMAX, INC. W.O. 48011  P.R.C. 3036.1. 

Mr. David Joseph appeared on behalf of the State Department of Fish and 
Game, to question whether the proposed operation covered by Calendar 
Item 13 attached would entail a waste discharge that could enter the 
Salton Sea or if this was for a waste-receiving well. The Executive 
Officer advised that this was a prospecting permit for geothermal steam 
and was tc,ing considered for the purpose of continuing prospecting under 
the same controls and conditions as were in effect under a prior pros-
pecting permit for the same land, which controls and conditions had been 
satisfactory to the State Water Pollution Control Board and to the State 
Department of Fial and Game. 

UPON MOTION DULY 4MADE AND UNANIMOUSLY CARRIED, THE FOLLOWING RESOLUTION 
WAS ADOPTED: 

PURSUANT TO SECTION 6891 OF THE PUBLIC RESOURCES .ODE, THE EXECUTIVE 
OFFICER 1$ AUTHORIZED TO ISSUE TO ANERICfra ATAL CLIMAX, INC., A IMO-YEAR 
PROSPECTING PERMIT AUTHORIZIN PROSPECTING FOR GEOTHERMAL STEAM AND ENERGY, 
MINERALS IN SOLUTION, CARBON DIOXIDE, AND RESIDUAL W M ON FORTY ACRES OF 
SOVEREIGN LAND IN THE SEk OF THE SO OF SECTION 14„ T. 11 S., R. 13 B. 
S.B.B.& M., IMPERIAL COUNTY, SUBJECT TO THE CONDITIONS INCLUDED IN EXHIBITS 
"A', "By, AND "C" ATTACHED HERETO AND HEREBY MADE A PART HEREOF, WITH 
MULTI' PAYABLE: 

1. UNDER ANY PROSPECTING Isamu ISEUED, 20 PERCENT OF THE GROSS VALUE OF ANY 
.:LIAERALS AND GEOTHERMAL STEAM ECiJED 	FERMITTEE FROM THE LANDS EMBRACET 
WITHIN THE PERMIT AND SOW OA OTHERWISE DISPOSED OF OR HELD BY TRUER-
VaTTEE FOR SALE OR OTHER DISPOSITION; 

2. UNDER ANY PREFERENTIAL LEASE ISSUED UPON THE DISCOVERY OF GEOTHERMAL STEAM, 
VALUABLE DEPOSITS OF MINERALS, AND WATER, TO BE DETERMINED AS FOLLOWS. 

A. UPON ANY AND ALL MINERALS PRODUCED MID EXTRACTED AND SOLD FROM SAZ 
PREMISES: 

(1) FOR GOLD, SILVER, OTHER PRECIOUS MINERALS, AND RADIOACTIVE 
MINERALS 

= 3.00 0.01 (0 - 20.00)2  

(2) FOR NONPRECIOUS METALLIC MINERALS 

R = 3.00 0;37 (C - 60.00) 

(3) FOR NONMETALLIC MINERALS 

= 0.40 0.05 (o 8.00) 

A 75 
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WHERE R = ROYALTY IN DOLLARS AND CENTS PER TON OF MINERAL SALTS 

C = WEIGHTED AVERAGE OF GROSS SALES PRICE OF MINERAL SALTS 
SOLD DETERMINED ON A QUARTERLY BASIS DURING THE FIRST 
YEAR IN WHICH SALES OCCUR. THEREAFTER, THE WEIGHTED 
AVERAGE DETERMINED BY GROSS SALES PRICE OF MINERAL SALTS 
SOLD DURING THE PREVIOUS YEAR IN WHICH SALES OCCUR. 

THE MINIMUM ROYALTY UNDER ANY LEASE ISSUED PURSUANT TO THIS PERMIT 
SHALL BE: 

(1) FOR GOLD, SILVER, OTHER PRECIOUS MINERALS, AND RADIOACTIVE 
MINERALS: $ 3.00 PER TON. 

(2) FOR N0iPRECIOUS METALLIC MINERALS: $3.00 PER TON. 

(3) FOR NONMETALLIC MINERALS: $0.40 PER TON. 

THE MAXIMUM ROYALTY FOR GOLD, SILVER, OTHER PRECIOUS MINERALS, 
AND RADIOACTIVE MINERALS SHALL NOT EXCEED 50 PERCENT OF tehE 
AVERAGE GROSS SAXES PRICE OF THE' MINERAL SALTS, 

THE MAXIMUM LOYALTY FOR ALL =PRECIOUS METALLIC AND NONMETALLIC 
MINERALS SHALL NOT EXCEED 25 PERCENT OF THE AVERAGE GROSS SALES 
PRICE OF THE MINERAL SALTS. 

UPON ALL ELECTRIC ENERGY AND, SALABLE WATER PRODUCED FROM MINERAL 
WATERS EXTRACTED FROM SAID LEASE PREMISES: 

(1) A FIXED MINIMUM PAYMENT OF 1222.-- PERCENT OF THE GROSS SALES 
VALUE OF ALL ELECTRIC POWER AND WATER PRODUCED. 

(2) AN ADDITIONAL SUM OF 33-1/3 PERCENT OF THE NET PROFIT 
DERIVED FROM ALL THE OPERATIONS ON STATE LANDS, LESS THE 
MINIMUM PAYMENT. 

C. UPON ALL CARBON DIOXIDE GAS AND OTHER NONHYDROCARBON GASES EXTRACTED 
AND SAVED UNDER THIS LEASE, A PAYMENT OF SIXTEEN AND TWO-THIRDS 
(16-2/3) PERCENT OF THE CURRENT MARKET PRICE AT 'Jai: WELL 'AND OF ANY 
PREMIUM OR BONUS PAID ON ALL NONHYDROCARBON PRODUCTION REMOVED OR 
SOLD FROM THE LEASED LANDS. 

Attachment 
Exhibits "A" through "C" 
CalendPtr Item 13 (6 pages) 
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EXHIBIT  "A" 

l. The State Lands Commission by issuing the requested. prospecting permit 
is in no way purporting to fix the amount of mineral water that the 
Permittee may bring to the surface, which quantities are subject to 
other applicable provisions yr the law. 

2. The State shall have the right to determine the spacing of wells and 
the rate of drilling and rate of production of such wells so as to 
prevent the waste of superheated water and promote the maximum 
economic recovery of superheated water from and the conservation of 
reservoir energy in each zone or separate underground source of supply 
of superheated water covered in whole or in part by this lease. 

3. The Permittee shall use all reasonable pfeeautions to prevent waste of 
natural resources and energies, including oil and gas, in the leased 
lands or the entrance of water through wills drilled to any oil or gas, 
fresh water or carbon dioxide bearing strata to the destruction or 
injury of such deposits. 

4. The Permittee shall file promptly with the State Lands Commission copies 
of all logs, including electric logs, surveys, drilling records, well 
histories, core records and related information as measured and recorded 
for the wells drilled by the Permittee into the permitted lands. The 
Permittee does hereby waive any statutory limitations, upon the use by 
the State or a duly authorized enDloyee of the State of any information 
filed with the Division of Oil and Gas of the Department of Natural 
Resources by the Permittee in connection with this permit. Any and a12 
information filed by the Permittee with the said Division of Oil and 
Gas in connection with this permit shall be available at all times for 
the confidential use of the State for the purpose of enforcing compli-
ance with the terms, covenants, and conditions of this lease and rules 
and regulations now promulgated by the State, 17- At shell  not be open to 
inspection by any person except members, officers, or employees of the 
State Lands Commission or Division and persons performing any function 
or work assigned to them by said Commission or Division, except upon 
the written consent of the Permittee. Notwithstanding any other provi-
sion hereof, said information may be disclosed to any person where such 
disclosure is reasonably necessary for the administration of the func-
tions, zcsponsibilities, and duties vested in the Commission by law, 
including but not limited to functions, responsibilities, and duties 
arising in connection with any litigations relating to this permit or 
to the rights, duties, and obligations arising hereunder. 

5. With respect to damage to any reservoir underlying the demised premises 
and loss of oil, gas or other bydrecarbon substances, superheated water, 
or carbon dioxide gas therein or therefrom, Permittee shall be liable to 
the State for such damage and loss to the extent that such damage and 
loss is caused by the negligence of or the breach of any provision of 
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W.O. 4801 

EXHIBIT "A" (CONTD.)  

this lease or noncompliance with any applicable statutes or rules and 
regulations by the Permittee or its employees, servants, agents or 
contractors, provided that nothing herein shall diminish any other 
rights or remedies which the State may have in connection with any such 
negligence or breach..  

6. In the event any well has been, is or shall be completed on other than 
State lands, with any part of its prcducing interval within six 
hundred (600.) feet from the exterior boundary of this lease, and if 
such veil is capable of producing superheated waters in commercial 
quantities, provided. Permittee is not drilling or has not heretofore 
drilled an offset well thereto on the permitted lands, then the State 
may Inotify the Permittee in writing to drill an offset well thereto, 
and within one hundred. twenty (120) days from the date of such notice, 
the Permittee shall commence operations for the drilling of an offset 
well on the leased, lands to the same zone as that zone from which such 
well is producing, or is capable of producing, superheated waters. For 
the purpose of this seo,ton an offset well shall mean a well the produc-
ing interval of which is situated at a location in the leased Lands not 
more than one hundred (100) feet from the point on the boundary of the 
lease nearest to the producing interval of the well to be offset. 

7. An electric log, gamma ray neutron log or logs, and temperature survey 
shall be made of all formations penetrated to the drilled depth of eac% 
well or to such depth as is feasible. At least one oriented core or 
dipnrcer record shall be made dining the drilling of the first well to 
each zone if it is mechanically practicable to do so, or during the 
drilling of the earliest subsequent well in which it is mechanically 
practicable to make such core or record. True and correct copies of 
all logs, surveys, paleontological reports, dipmeter records, oriented 
core records rock core recor ;, drill records and. well histories and 
all other arIlling tests and. production data taken by Permittee or his 
agents shall be immediately available to the representatives of the 
State, and said representatives shall also have ready access to all 
rock cores and samples which maybe obtained during the drilling of 
each well. 

8. The Permittee shall comply with all valid laws of the United States and 
of the State of California and, with all valid ordinances of cities and 
counties applicable to the Permittee's operations hereunder, including 
without limitation by reason of the specification thereof the Permittee's 
compliance with Division 3 of the Public Resources Code, Statutes of 
California. The Permittee further agrees without limitation by reason 
of the specifications thereof to comply with all provisions of Division 
6 of the Public Resources Code, Statutes of California, applicable to 
the Permittee's operations hereunder, and with all rules and regulations 
of the State Lands Commission applicable to the Permittee's operations 
hereunder in effect at the date of the issuance of this permit. 

9065 



W.0. 4801 

EXHIBIT "AnICINITI). 

9. The Permittee shall furnish to the State detailed drawings of all 
pipelines attached in any manner to the said wells and report any 
changes or additions promptly, and shall gauge all water and measure 
all steam, 

10. The Permittee shall furnish a bond in favor of the State of California 
in the penal sum of $10,000 to guarantee the faithful performance by 
the Permittee of the terms and covenants and observance of the condi-
tions of this permit, and of the provisions of the rulet and regula-
tions of the State Lands Commission. 

11. The Permittee may use superheated water frail Lessee's wells drilled 
into the leased lands for drilling and production purposes only, to 
the extent such use is necessary for operations of said wells. Such 
superheated water, so used, shall not be included in coluDiAtihg, for 
royalty purposes, the total production of superheated. mater removed 
or sold from the leased lands during the month. 



W.O. 48oi 

EXHIBIT "B" 

"Gross Sales Value" shall be determined by multiplying the contract 

sales price of electricity and water by the quantity produced.. 

EXHIBIT "C" 

"Development and Operating Costs" to be -allowed. in determining net 

profit for the -nurposes of this lease shall include only the ordinary arid 

necessary expenses incurred. by the Lessee which are properly allodable in 

accordance with generally accepted. accounting principles to the cost of 

production of electric energy, and water from the lease premises, includ,  

ing development costs of steam. wells. 



CALENDAR ITEM 

13. 

APPLICATION FOR PROSPECTING PERMIT ON SOVEREIGN LAND IN IMPERIAL COUNTY; 
AMERICAN METAL CLIMAX, INC. - w. o. 4801. 

An application has been received from AMerican Metal Climax, Inc., for a per-
mit to prospect for geothermal steam and energy, minerals in solution, carbon 
dioxide, and residual water on approximately 40 acres of sovereign land in the 
SEi of the SEk of Section 14, T. 11 S., R. 13 E., S.B.B.& PL., Imperial County. 

Section 6891 of the Public Resources Code provides for the issuance to a 
qualified applicant of a prOspecting permit for lands which are not known 
mineral lands. 

The applicant proposes to prospect for geothermal steam to be used to produce 
electric energy, and, as a by-product of this operation, some mineral salts 
and fresh. water :maybe produced. Similar operations for the developnent Gf 
electric power have proved successful at The Geysers near Santa Rosa. 

The feasibility of isolatfaig individual mineral saltS from the precipitate 
deposited upon vaporization of the superheated mineral water can be determined 
only after the operation has commenced. The sale of domestic water in this 
area should present no problem. A. field reconnaissance of the area has estab-
lished that the land sought is not known to contain commercially valuable 
deposits of minerals. The statutory filing fee of $5 has been paid, and the 
permit fee of $110 has been deposited by the applicant. 

The office of the Attorney General has advised that, under the authority of 
public Resources Code Section 6891, the Commission may issue a prospecting 
permit for the exploration of mineral waters from the subject lands. 

IT IS RECOMMENDED THAT, PURSUANT TO SECTION 6891 OF THE PUBLIC RESOURCES CODE, 
THE CO MISSION AUTHORIZE TEE EXECUTIVE OFFICER TO ISSUE TO AMERICAN :METAL 
CLIMAX, INC., A TWO-YEAR PROSPECTING PERMIT AUTHORIZING PROSPECTING FOR GEO-
lataRMAL STEAM AND ENERGY, =EMS IN SOLUTION, CARBON DIOXIDE, AND RESIDUAL 
WATER ON FORTY ACRES OF SOVEREIGN LAND IN THE SE-4-0B THE SE-I OF SECTION 14, 
T. 11 S., R. 13 E., S.B.B.A M., IMPERIAL COUNTY, SUBJECT TO THE CONDITIONS 
INCLUDED IN EXHYBITS "A”, "B", AND "C" ATTA IMO HERETO AND HEREBY MADE A PART 
BM EOF„ WITH ROLairr :MAME: 

1 UNDER ANY PROSPECTING PERMIT ISSUED, 20 PERCENT OF THE GROSS VALUE OF ANY 
MINERALS AND GEOTHERMAL STEAM SECURED BY PERMITTEE FROM Thi LANDS EMBRACED 
WITHIN TEE PERMIT AND SOLD OR OTHERWISE DISPOSED OF OR HELD BY THE PER-
MIT= FOR SALE OR OTHER DISPOSITION; 

2. UNDER ANY PREFERENTIAL LEASE ISSUED UPON THE DISCOVERY OF GEOTHEhMA ►  STEAM, 
VALUABLE DEPOSITS OF MINERALS, AND WATER, TO BE DETERMINED AS FOLLOWS: 

A. UPON ANY AND ALL MINERALS PRODUCED AND EXTRACTED AND SOLD FROM SAID 
PREMISES: 

A 7✓ 
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CALENDAR ITEM 13. (CONTD.)  

(1) FOR GOLD, SILVER, OTHER PRECIOUS VI Or 	AND RADIOACTIVE 
MINERALS 

R = 3.00 -4- 0.01 (C - 20.00)2  

(2) FOR NONPRECIOUS METALLIC MINERALS 

R 3.00 0.37 (C - 60.00) 

(3) FOR NONMETALLIC MINERALS 

R = 0.40 0.05 (C - 8.00) 

WHERE R = ROYALTY IN DOLLARS AND CENTS PER TON OF NI 	SALTS 

C = WEIGHTED-- AVERAGE OF GROSS SALES PRICE OF MIORAL SAINTS 
SOLD' DETERMIED ON A QUARTERLY BASIS DURING TEE FIRST 
YEAR IN WHICH SALES OCCUR. THEREAFTER, THE WEIGHTED 
AVERAGE DELEMINED BY GROSS SALES PRICE OF MINERAI., SATES 
SOLT) DORM THE PREVIOUS YEAR IN WHICH SALES OCCUR. 

THE =MUM ROYALTY MUM ANY TEASE IS 
SHALL BE: 

 

PURSUANT TO THIS PERMIT 11X) 

 

(1) FOR GOLD, SILVER, OT1Th PRECIOUS VENUALS, AND RADIOACTIVE 
VaNERALS: $3.00 PER TON. 

(2) FOR NONPRECIOUS METALLIC MINERALS: $3.00 PER TON. 

(3) FOR NONMETALLIC /MURALS: $0.140 P.M1 TON. 

xi31.., MAXIMUM ROYALTY FOR GOLD, SILVER, OTHER PRECIOUS MINERALS, 
AND .2ADIOACTIVE MINERALS SHALL, NOT =MD 50 PERCENT OF THE 
AVERAGE GROSS SALES PRICE OF !ME MORAL SAIirS. 

THE MAXIMUM ROYALTY FOR ALL NONPRECIOUS METALLIC AND NONMETALLIC 
MINERALS SHALL NOT EX DM 25 PERCENT OF te.tiE AVERAGE GROSS SALES 
PRICE OF THE MINERAL SALTS. 

B. UPON ALL ELECTRIC E4.e.I‘GY AND SALABLE WATER PRODUCED FROM MIN 04" 

WATERS EXTRACTED FROM SAID LEASE PREMISES: 

(1) A FIXED MINIMUM PAYMENT OF 12i PERCENT OF '32/11!J GROSS SALES 
VALUE OF ALL ELECTRIC POWER AND WATER PRODUCED. 

(2) AN ADDITIONAL SUM OF 33-1/3 PERCENT OF THE NET PROFIT 
DERIVED FROM ALL THE OPERATIONS ON STATE LANDS, LESS THE 

PAYMENT. 

C. UPON ALL CARBON DIOXIDE GAS AND OTHER NONHYDROCARBON GASES EXTRACTED 
AWL SAVED UNDER THIS LEASE, A PAYMENT OF SIXTEEN AND TWO-THIRDS 
(16-2/3) PERCENT OF THE CURRENT MARKET PRICE AT THE WELL AND OF ANY 
PREMIUM ORBMUS PAID ON ALL NON HYDROCARBON PRODUCTION REMOVED OR 
SOLD FROM THE LEASED LANDS. 

Atitmehnlents 	 9069 
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EXHIBIT "A"  

l, The State Lands Commission by issuing the requested prospecting permit 
is in no way purporting to fix the amount of mineral water that the 
Permittee may bring to the surface, which quantities are subject to 
other applicable provisions of the law. 

2. The State shall have the right to determine the spacing of wells and 
the rate of drilling and rate of production of such wells so as to 
prevent the waste of superheated water ,and promote the maximum 
economic recovery of superheated water from and the conseeVation 
reservoir energy in each zone or separate underground source of supply 
of superheated meter covered in whole or in part by this leaSe. 

3. The Permittee shall use all reasonable precautions to prevent waste of 
natural resources and energies, including oil and gas, in the leased 
lands or the entrance of water through wells drilled to any oil or gas, 
fresh water or carbon dioxide bearing strata to the destruction or 
injury of such deposits. 

4. The Permittee shall file promptly with the State Lands Commission copies 
of all logs, including electric logs, surveys, drilling records, well 
histories, core records and related information as measured and ..-ecetsded 
for the wells drilled by the Permittee into the permitted lands. The 
Permittee doee hereby waive any statutory limitations upon the use by 
the State or a duly authorized employee of the State of any information 
filed with the Division of Oil and. Gas of the Department of Natural 
Resources by the Permittee in connection with this permit. Any and all 
information filed by the Permittee with the said Division of Oil and 
Gas in connection with this permit shall be available at all times for 
the confidential use of the State for the purpose of enforcing compli-
ance with the terms, covenants, and conditions of this lease and rules 
and regulations now promulgated by the State, but shall not be open to 
inspection by any person except members, officers, or employees of the 
State lands Commission or Division and persons performing any function 
or work assigned to them by said Commission or Division, except upon 
the written consent of the Permittee. Notwithstanding any other provi-
sion hereof, said information may be disclosed to any person where Buell 
disclosure is reasonably necessary for the administration of the func-
tions, responsibilities, and duties vested in the Commission by law, 
including but not limited to functions, responsibilities, and duties 
arising in connection with any litigations rElating to this permit or 
to the rights, duties, and obligations arising hereunder. 

5. With respect to damage to any reservoir underlying the demised premises 
and loss of oil, gas or other hydrocarbon substances, superheated water, 
or carbon dioxide gas therein or therefrom, Permittee shall be liable to 
the State for such damage and loss to the extent that such damage and 
loss is caused by the negligence of or the breach of any provision of 
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EXHIBIT "A" (CONTD.)  

this lease or noncompliance with any applicable statutes or rules and 
regulations by the Permittee or its employees, servants, agents or 
contractors, provided that nothing herein shall diminish any other 
rights or remedies which the State may have in connection with any such 
negligence or breach. 

6. In the event any well has been, is or shall be completed on other than 
State lands, with any part of its producing interval within six 
hundred (600) feet from the exterior boundary of this lease, and if 
such well is capable of producing superheated waters in commercial 
quantities, provided Permittee is not drilling or has not heretofore 
drilled at_ offset well thereto on the permitted lands, then the State 
may notify the Permittee in writing to drill an offset well thereto, 
and within one hundred. twenty (120) days from the date of such notice, 
the Permittee shall conuence operations for the drilling of an offset 
well on the leased lands to the same zone as that zone from Alich such 
well is producing, or is capable of producing, superheated waters. For 
the purpose of this section an offset well shall mean a well the produc-
ing interval of which is situated at a location in the leased lands not 
more than one hundred (100) feet from the point on the boundary of the 
lea,e 'nearest to the producing interval of the well to be offset. 

7. An electric log, gamma ray neutron log or logs, and temperature survey 
shall be made of all formations penetrated to the drilled depth of each 
well or to such depth as is feasible. At least one,  oriented core or 
dipmeter record shall be made during the drilling of the first well to 
each zone if it is mechaiicaily practicable to do so, or during the 
drilling of the earliest subsequent well in which it is nechanicpiljy 
practicable to make such core or record. True and correct copies of 
all logs, surveys, paleontological reports, dipmeter records, oriented 
core records, rock core records, drill records and well histories and 
all other drilling tests and production data taken by Permittee or his 
agents shall be immediately available to the representatives of the 
State, and said representatives shall also have ready access to all 
rock cores and samples which may be obtained during the drilling of 
each well. 

The Permittee shall comply with all, valid laws of the United States and 
of the State of California and with all valid ordinances of cities and 
counties applicable to the Permittee's operations hereunder, including 
without limitation by reason of the specific Lion thereof the Permittee's 
compliance with Division 3 of the Public Resources Code, Statutes of 
California. The Permittee further agrees without limitation by reason 
of the specification l thereof to comply with all provisions of Division 
6 of the Public Resources Code, Statutes of California, applicable to 
the Permittee's operations hereunder, and with all rules and regulations 
of the State Lands Commission applicable to the Permittee's operations 
hereunder in effect at the date of the issuance of this permit. 
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EXHIBIT "A" (c0NT2,1 

9. The Permittee shall furnish to the State detailed drawings of all 
p:',.pelines attached in any manner to the said wells and report any 
changes or additions promptly, and shall gauge all water and measure 
all steam. 

10. The Permittee shall furnish a, bond in favor of the State of California 
in the penal sum of $10,000 to guarantee the faithful performance by 
the Pernrittee of the terms and covenants and observance of the condi-
tions of this permit, and of the provisionb of the rules and regula-
tions of'the State Lands Commission. 

11. The Permittee may use superheated water from Lessee's wells drilled 
into the leased laads for drilling and production purposes only, to 
the extent such use is necessary for operations of said wells. Such 
superheated water, so used, shall not be included in computing, for 
royalty purposes, the total prodmttion of superheated water removed 
or sold from the leased lands dmring the Louth. 
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'; EXHIBIT "B"  

w.o. 149O 

"Gross Sales Value" shall be determined by multiplying the contract 

sales price of electricity and water by the quantity produced. 

EXHIBIT "C" 

"Development and Operating Costs" to be allowed in determining net 

profit for the purposes of this lease shall include only the ordinary and 

necessary expenses incurred by the Lessee which are properly allocable In 

accordance with generally accepted accounting principles to the cost of 

ixoductior. of electric energy, and water from the lease premises, includ-

ing development costs of steamiwells. 
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