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15. APPROVAL OF AGIlmo(IN S FOR THE SALE OF GEOTAERMAL PTE Amy PRO 4596.2) 

PRC 4597.2)  MU) PRC '4341.2, ME GEYSERS AREA." LAZE AND SONOMA. COUNTIES; 
UNION OIL COMPANY OF CALIFORNIA., MAGMA POWER COMPANY, MU) THERMAL POWER.  

COMPANY - W 9199, PRC 4596.21. PRC 11597.2, PRC 4311.1.2. 

After consideration of Calendar Item 13 attached, and upon motion duly made 
and. carried., the following resolution was adopted.: 

THE COMMISSION AUTHORIZES THE APPROVAL OF: 

1. THE AGREEMENT FOR THE SALE OF GEOTHERMAL STEAM, DATED MAY 11) 1970, BY 
AND BETWEEN UNION OIL COMPANY OF CALIFORNIA AND PACIFIC GAS AND ELEC-
TRIC COMPANY, ON FILE IN THE OFFICE OF THE STATE LANDS COMMISSION AND 
BY REFERENCE MADE. A PART HEREOF. 

2. ME MIND AGREEMENT FOR THE SALE OF GEOTHERMAL STEAM, DATED MAY 11, 
1970, BY AND BETWEEN MAGMA. POWER COMPANY AND MEDIAL, POWER COMPANY, AND 
PACIFIC GAS AND ELECTRIC COMPANY, ON FILE IN THE OFFICE OF THE STATE 
LANDS COMMISSION AND BY REFERENCE MADE A PART HEREOF. 

3. ME APPROVAL SHALL BE SUBJECT TO THE FOLLOWING CONDITIONS: 

A. SAID APPROVAL IS NOT INTENDED TO PASS UPON THE QUESTION OF WHETHER 
OR NOT SAID AGREEMENTS  ARE. IN COMPLIANCE WULH STATE OR FEDERAL 
ANTI-TRUST JAWS NOR TO CREATE ANY IMMUNITY IN RELATION MEMO. 

B. SAID APPROVAL SHALL NOT BE CONSTRUED SO AS TO VEST IN THE APPLICANTS 
NOR IN ANY PARTY TO SAD AGREEMENTS ANY RIGHT, TITT.i.E„ O INTEREST IN 

THE SUBJECT LANDS IN ADDITION TO THOSE CONVEYED BY THE LEASE OR PEA-
MIT ISSUED BY THE STATE LANDS COMMISSION. 

C. IN ME EVENT OF ANY CONFLICT BETWEEN THE TERMS AND CONDITIONS OF ME 
SUBJECT AGTEEMENTS, ON ME ONE HAND, AND THOSE OF THE LEASE OR PERMIT, 

OR R 	AND REGULATIONS or ME STATE LANDS COMMISSION, ON THE OTHER, 
THE TOMS AND CONDITIONS OF THE PERMIT OR LEASE AND THE SAID RULES AND 

REGULATIONS SHALL PREVAIL AS BMW= THE STATE, ON ME ONE HAND, AND 
ITS FER/ETTEE OR LESSEE AND ANY OTHER PARTY TO SAID AGREEMENTS, ON THE 
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D. SAID ApPRovigs,  MALL-NOT BE CONSTRUED AS A PRIOR APPROVAL BY ME COMMIS-

SION OF mix ASSIGNMENT OF ANY LEASE OR PERMIT (4.0F ANY RIGHT, TITLE, 
OR INTIMEST:IN THE LANDS COVER= BY ANY SAID LEASE OR PERMIT. 

E.- 3-2,".....E 	%ITO sTgA$ DOWN THE,  LANDS CO :31 xi' By ANY LEASE OR PERMIT 

NERE IAVOLVEIY,  L.1 , BY UNION' AT COST,',OR. AT tEtutrEO COST 

FOR ANT' TO THE-itOVISIONS' PP ,SECTIONS ''8(d.)' OR 10(d). OF THE',SUBJECT 

ACtit.4X440 UNION' suALL- 'SO - AND .r-44-74kt-rea NILE GTArgr2 

gE1Atti ,gateNSTA:pl' THE, I4EMOI) OF ACCOUNTING' FOR 	STEAM, FOR ROYAMY 

PURPOSEE4, ASD OW:, AT 	lasqgwpN,,, 140* gi4 PROVISIONS BMW 

Att(duRqt4;,Oopp speeRp$'49,161—.- 	ROY; aIret OE SUCH 06*, 



,SAID,,APPROVAP !HALL_ 	qpitpt3.'or4,p400u: 'APPROVAL:BY 	"COMISSTAt 'OF 

461,01: 	ttstOttil-tig :PARTS 	 110 E;A$0 
"'*t ikdRrOOT$,. 	tOt1PED- **, tati Ois:',P347gcl 14#1 40. THIS 

'Own:Olt': ,:fixtritOsa.44146,,)*Pr„xs,'NOT, .00E14 TO tURTM AGREEMTS,  
*.MAG11011 Igilayor tiATR SUBOECT ,A011EPOTS. 

1E11, BY. REASOIVOF tiE; Opri8t010-04' PA tAC APH irO(;), 01741:0:61040 
AcgonopOsj. UNION IS .11E:QUIRE)? TO ABSORB, ANY SASS, USE), OR ,OT RA EXCISE- 

TA: 'IMPOSED:OW 'IRE WO OF dtovtgatlAI;usgso*Es,  :FROM THE SUBJECT 

LANDS THAT WOULD: , AB S* SUCH PABAGRATH, ,BE PAID BY .P.d.t3, 	1345 
UNION 64:Atr BE ALLOWED' TO DEDUCT: THE .AMOUNT OF TAX SO ABSORBEIYIN COlvi- 
PUTING GROSS: ittVimuis FOR Rotorr 	 -SUBJECT wsts AND 
PERMS. 

B. EXCEPT AS PROVIDED IN, 'CONDITION :7: HEREOF, APPROVAL OP 'THE SUBJECT 
AciREPIENTS .SHALL, NOT AFFECT THE NECESSITY FOR 'FURTHER coiTtassION Ap- 
itoliAL OF ,CHAilGES A1PWABLE- AGAINST GROSS REVENUE. AS PROVIDED IN 
PUBLIC RESOURCES CODE SECTION 6915(x),  AND tat' dOBRESPOODIG- LEASE 
AND PERMIT PROVISIONS. WITHOUT LIMITING THE GENERALITY OF WE FORE-
GOING:  APPROVAL OF THE SUBJECT AGREEMENTS DOES NOT CONSTITUTE APPRO-
VAL:OF THE COSTS REFERRED TO IN PARAGRAPHS 2(a), 2(b), AND 8(b) OF 

TAE SUBJECT, AGREEMENTS. 

I. IN THE 	P.G.ed E. DOES NOT TAKE' AND UTILIZE STEAM AVAILABLE TO IT 
UNDM1-  THE COMPACT:  UNION2-S RIGHT TO UTILIZE SAID. STEAM INCLUDES THE 
RIGHT TO GENERATE ELECTRICITY 11/1ERWITH,  FOR RESALE. 

3. IN THE EVENT 'THAT 	E., IN -ACCOADOCE WITH THE TERMS OF TilE CON- 
TRACT FOR Alci REASON SUCCEEDS UNION Ats -OPERATOR ON ANY STATE PERMIT 
OR, LEASE, .P.G:& E. S OPERATIONS.: SHALL BE Omar TO AND IN ACCORDANCE ,  

WITH ALL THE TIMMS AND CONDITIONS OF THE PERMIT: OR LEASE:  ,RitULA.'TIONS:  

AND STATUTES)  ALL TO THE SAME pcirENT -MAT `01119N'S OPtIATIONS "W ME 'SO 
SUBJECT, IT BEING SPECIFICALLY UNDERSTOOD THAT NO ASSIGWNTS OR RIGHTS 
IN ANY SUCH STATE PERMIT OR LEASE CAN BE OR .SHALL BE EFFECTIVE UNLESS 
AND UNTIL SUCH Assimiwans HAVE BEEN APPROVED TE Tops Co*. 
MISSION. 

THIS APPROVAL SHALL BECOME' WECTIVE UPON THE EXECUTION' OF AN APPROPRIATE ])Owe: 
itENT BY A. 'DULY AUTAORIZED OFFICER OF-UNION 'OIL COMPANY meld/TM; THE FOREGOING. 

COND1719NS. 
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CALENDAR It 'ET 

13. 

APPROVAL or AGREMENTs FORS ;TIC 'SAL OF qE01141ERMAL MAN 
PRC 4596.2, PRC 4597.21  AND PRC 4341.2 

LESSEE: 	Union, Oil Company of California, Magma Power Company, and 
Thermal Power Company. 

PURCHASER: 	Pacific Gas and Eleotric,  Company. 

LOCATION: 	The Geysers area, Lake and Sonoma Counties. 

STATUTORY' AND OTHER REFERENCES: 
Public Resources Code, Sections 6916 and 6913. 

Lease Form: Paragraphs 4 and 34. 

Permit Form: Paragraphs 3 and 27. 

PERTINENT INFORMATION: 
On May 11, , 1970, Union Oil Company of California, Magma Power 
Company, and Thermal Power Company entered into agreements 
covering the purchase and sale of geothermal steam from cer-
tain areas in Lake and Sonoma Counties. State Geothermal 
Resources Leases PRC 4596.2 and PRC 4597.2, and a Permit to 
Prospect for Geothermal Resources. PRC 4341.2, under lease to 
Union-Magma-Thermal, are located within the area covered by 
said Agreements. Under the terms of the Agreements, Union-
Magma-Thermal shall develop and sell to Pacific Gas and 
Electric Company geothermal steam from the lands within the 
boundaries of the agreements. 

Steam delivered to Pacific Gas and Electric Company will be 
paid for on the basis of net output of the generated elec-
tricity; the sales price per kilowatt-hour will be based on 
the average annual cost of fossil fuel and nuclear fuel, and 
average plant efficiency. In no event will the sales price 
be less than two mills per kilowatt-hour. A geothermal gen- 
erating plant (rated at 110,000 KW), currently under construc-
tion and proposed to be completed this year, will operate 
totally on steam produced under State lease. Royalties on 
such steam are expected to be in excess of $200,000 per year. 
An additional plant is scheduled for completion in 1973. 

BIT: 	A. Location Map. 

IT IS RECOMMENDED THAT THE COMMISSION AUTHORIZE. THE APPROVAL CF: 

1. THE AGREEMENT FOR THE SALE OF GEOTHERMAL  ,STEAM, maul MAY 11, 1970, BY 
Ai D 	 of. UNION OIL COMPANY OF CALIFORNIA AND PACIFIC GAS AND ELECTRIC tot  

comPANYI ON FILE TIC OFFICE OF TILE STATE,  LANDS com mu AID D By 
EN MADE A PAW 



7 

tiY 

.t 

e,14,i;t4P4,  

10E REVISED 4 'NCH IN T'FP,R. THE. SALE OF :GEOTHERMAL 'STEAM, DATED MAX 11, 1970p 
BY AND BETWEEN, MAGMA POWER,  COMPANY AND, THERMAL POWER, COMPANY, AND PACIFIC 
GAS AID ELECTRIC COMPANY, ON FILE IN• THE OFFICE OF THE STATE LANDS COMMISSION 
AND BY REFERENCE MADE A, PART HEREOF. 

THE: APPROVAL SHALL BE SUBJECT TO THE FOLLOWING CONDITIONS: 

A. SAID APPROVAL IS NOT INTENDED TO PASS UPON THE QUESTION OF WHETHER 
OR NOT SAID AGREEMENTS ARE IN COM:PI:Wm: WITH STATE OR FEDERAL OTT-
TRUST LAWS NOR TO CREATE. ANY IMMUNITY IN RELATION THERETO. 

B. SAID APPROVAL SHALL NOT BE-CONSTRUED SO AS TO VEST IN THE APPLICANTS 
NOR IN ANY PARTY TO SAID AG' mm  1m' TS ANY RIGHT, TITLE, OR INTEREST IN 
THE SUBJECT LANDS IN ADDITION TO THOSE CONVEYED BY THE LEASE OR PERMIT 
ISSUED BY THE STATE LANDS COMMISSION. 

C. IN THE EVENT OF ANY CONFLICT BETWEEN THE TERMS AND CONDITIONS OF THE 
SUBJECT AGREEMENTS, ON THE ONE HAND, AND THOSE OF THE LEASE OR PERMIT, 
OR RULES AND REGULATIONS OF THE STATE LANDS,COMMISSION„ ON THE ONyr, 
THE TERMS AND CONDITIONS OF THE' PERMIT OR LEASE AND THE SAID RULES AND 
REGULATIONS SHALL PREVAIL AS BETWEEN THE STATE, ON THE ONE HAND, AND 
ITS PERMITTEE OR LESSEE AND ANY OTHER PARTY TO SAID AGREEMENTS, ON THE 
0 

D. SAID APPROVAL SHALL NOT BE CONSTRUED AS A PRIOR APPROVAL BY THE COMMISSION 
OF ANY ASSIGNMENT OF ANY LEASE OR PERMIT OR OF ANY RIGHT, TITLE, OR IN-
TEREST IN THE LANDS COVERED BY ANY SAID LEASE OR PERMIT. 

E. IN THE EVENT THAT STEAM FROM THE LANDS COVERED BY ANY LEASE OR PERMIT 
HERE INVOLVED IS DELIVERLD BY UNION AT NO COST OR AT A REDUCED COST 
PURSUANT TO THE PROVISIONS OF SECTIONS 8(d) OR 10(d) OF THE SUBJECT 
AG'Dmim TS, UNION SHALL SO NOTIFY THE, STATE, AND THEREUPON THE STATE 
SHALL ESTABLISH THE.METHOD OF ACCOUNTING FOR SUCH STEAM FOR ROYALTY 
PURPOSES, AND MAY, AT ITS DISCRETION,, INVOKE THE PROVISIONS OF PUBLIC 
RESOURCES CODE SECTION 6916 WITH REGARD TO ROYALTIES ON SUCH STEAM. 

F. SAID APPROVAL SHALL NOT CONSTITUTE PRIOR APPROVAL BY THE COMMISSION 
OF FURTHER AGREEMENTS BE a N THE PARTIES THERETO, WHETHER OR NOT SAID 
FURTHER AGREEMENTS ARE PROVIDED FOR IN THE SUBJECT AGREEMENTS. THIS 
CONDITION EXPRESSLY APPLIES, BUT IS NOT LIMITED, TO FURTHER AG• CHN TS 
PURSUANT TO PARAGRAPH 10(h) OF THE SUBJECT A bmmlICS. 

G. IF, BY REASON OF THE PROVISIONS OF PARAGRAPH 10(f) OF' THE SUBJECT AGREE-
MENTS, UNION 'IS REQUIRED TO ABSORB ANY SALES, USE, OR OTHER EXCISE TAX 
IMPOSED UPON THE SALE OF GEOTHERMAL RESOURCES FROM THE SUBJECT LANDS 
THAT WOULD,, ABSENT SUCH PARAGRAPH, BE. PAID BY P.G.0.1  THEN UNION SHALL 
BE ALLOWED TO DEDUCT• THE. AMOUNT OF TAX SO ABSORBED IN COMPUTING .GROSS 
REVENUE FOR ROYALTY PURPOSES UNDER THE SUBJECT In as AND- PERMITS. 

H. EXCEPT AS .PROVIDED IN CONDITION '7 HEREOF, APPROVAL OF THE SUBJECT.' AGREE-
mgm SHALL 	AFFECT ME DIEPE4X5T_F.,9! FURTHO g* ISSION APPROVAL 
OP •CHARGES ALLOWABLE AGAINST GROSS, REMTE PROVIDED IN PUBLIC 



tpopp74COD4-tECTX9N-691:3(p) AND TO, 0604PoN140::40w4Np PERMIT 

PROVISIONS o WITHOUT tplITOG'THEONERAmtvOr THE ,FORE' 40G:, APPROVAL. 
OF OtvtuTI,J4TAGpEtmENt4 DOEg'OoTcoNsTOIT4 ApPRO0L,014.cosT$ 
*ErpRtp,'ToIN PARAGRAPHS 2(a) , 2(1), AND 8(3)3W-THE SUBJECT AGREE- 

MENTS . 

I., IN THE EVENT p.G.'&E. DOES NQT TAKE AND UTILIZE STEAM AVAILABLE TO IT 
WW1 THE CONTRACT, UNION'S RIGHT Arp-OILIZE SAID STEAMINCLUDES THE 
RIGHST6GENERATE ELECTRICITY THEREWITH FORRESALE. 

J. IN THE EVENSTHAT MA&E.* IN ACCORDANCE WITH THE, TERMS. OF THE CONTRACT, 
FOR ANY REASON SUCCEEDS UNION-AS OPERATOR ON ANY,STATE,PERMIT OR. LEASE, 
P.G.&E.IS,OPERATIONS SHALL BE SUBJECT TO AND IN AccogpANcE:WITEALL 
THE TERMS AND CONDITIONS OF THE PERMIT OR LEASE, REGULATIONS, AND 
STATUTES., AL± TO-THE SAME EXTENT -THAT UNIONS OPERATIONS WERE SO SUB-
JECT, IT BEING SPECIFICALLY UNDERSTOOD THAT NO ASSIGNMENTS-OR RIGHTS 
IN ANY SUCH STATE PERMIT OR LEASE CAN BE OR SHALL  BE EFFECTIVE UNLESS 
AND UNTIL SUCH ASSIGNMENTS HAVE BEEN. APPROVED BY MN 'STATE LANDS 

COMMISSI0N. 

THIS APPROVAL SHALL BECOME EFFECTIVE UPON=THE EXECUTION OF AN APPROPRIATE DOCU-
MIT BY A DULY AUTHORIZED OFFICER OF UNION OIL COMPANY ACCEPTING THE FOREGOING' 
CONDITIONS. 


