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l~~ ~~Vl\L 9F.:AqR~s·FgR .~ ·~ OlJ' G~.S,~1· P.RC 45,Q6·?1· 
?RC·.4597.2, AN,:p"- Pl:lC :4341.2, ~ .. G~ERS ,AREi\, LA!<E ·~ :soNOMA. ~~; 
·Tffl!Ol{· .9IL ~O!tW~ OF ·CALIFOIµW~,,. MAGM4. POWP;R co~~' AND'.'TJI}i~MAL P9WER 
COMPANY - W'. 9199, ·PRC 4596 .• 2,. PRC ·4597 .• 2,. PitC' 434:t.2. 

After cons;tdera.tio~ o~ <;ale~~r.Item.13 a.ttaQhed., and upo11motion duly made 
and. carried, the. folJ..(~ng re.solutiop. was aAopted: 

THE COMKrSS~ON AUTHORIZES THE APP.ijbVAt OF:. 

1.. IBE AGR~ FOR TijE ~·OF G~ STEAM, DATED MAY. ll, 19.10, BY 
AND BETWEEN UNION .OIL COMPANY OF CALIFORNIA AND PACIFIC ·GAS AND ELEC
TRIC COMPANY, ON ;FILE ;m mE OFFICE OF mlil STATE LANDS COMMISSION AND 
BY REFERENCE MADE. A PART HEREOF. 

2. '+1l!E REVISED AGREEMENT FOR THE SALE OF GIDTHERMAL STEAM, DATED MAY ll, 
1970, BY AND BmwEEN MAGMA POWER COMPANY AND THERMAL POWER COMP.ANY, AND 
PACD.i'IC GAS AND ELECTRIC COMPANY, ·ON FILE IN THE OFFICE OF ·THE .STATE 
LANDS COMMISSION AND BY REFERENCE MADE A 'PART HmEOF .. 

3. THE APPROVAL SHALL BE suBJEcT TO THE FOLLOWING CONDITIONS: 

A. SAID APPROVAI, IS NOT INTENDED TO PASS UPON 1mE QUESTION OF WHETHm 
OR '1'.~0T SAID AGREEMENTS ARE, IN COMPLIANCE wr.m STATE OR FEDERAL 
ANT:t:..TRusT !AW NOR TO .CREJATE Alf! :ooiUNITY m RELA.TION THERmo11, 

B. SAlD APPROVAL SHALL NOT :SE CONSTRUED ·SO AS TO VEST IN THE APPLICANTS 
NOR It~ ANY PARTY TO SAID AGRE!!i.~·l!S ~""l RIGHT, Tl'rLE, OR !NT'EF.EST !N 
mE SUDJEC'.r IANDS IN ADDITION TO THOSE CONVEYED BY THE L'EASE OR PEd· 
MIT ISSUED BY THE STATE LANDS COMMISSION. 

C. m 'mE EVENT 0F ANY CONFLICT BE'l'WEEN THE TERMS AND CONDITIONS OF THE 
SuBJECT AGREEMENTS, ON 'THE ONE NAND, AND mosE OF mE ~qp:. OR PERMrl.', 
OR R~ . .AND REGV!ATIONS·OF THE ~'l!l\TE.LANDS COMMISSION, ON THE OO!HER, 
THE TmMS. AND CONDITIONS OF THE PERMIT OR LEASE AND THE SAID RULES AND 
~TIO~s· sflALL PREyAIL AS ·~ ~ STATE, ON. 'ME .ONE :lIAND, AND 
ITS PERMfiV.fEE O:R tESSEE ANp· ANY omm PARTY TO SAID AGREEMENTS, ON THE 
OTHER. 

D. SAID APPROVAL SHALL· NOT BE CONSTRUED AS A PRIOR APPROVAL :SY THE COMMIS• 
s:io:N ()F ~x A.ssI$MEBT QF ~ +&sE o~ PERMIT Q~.:oF· ~ RIGnT; TITLE, 
OR Il'JTERESIJ!-' Jl1: THE ~S COVERED BY ~ ·SAID LEA.~ OR PERMIT. 

E.. tN. 'THE EVENT· ~'\{AT· STEAM FROM TffE. LANDS. COVERED BY ANY LEASE OR PERMIT 
,HERE nriroLWD' i~ ·:OEL:tvERED :aY um:eu· AT No c0sT··oR. AT A. REiJUCEn com.' 
PlniSttANT t.ro· mm·-71:~ov.i;s:tciNs or s~ows ·8(.d)' oi:t, io(d)., oF THE·~. 
A~~~' UNlOB b"HAIJ..i'S,9 NO'I'JJfX ·.iitm·.$XATE1 A1ID ·~roN:.·Ttm gn~TE 
SHALli ·E&t!ABLIS!l' 'l!llE· 'Ml!."THOD. OF ACCOUNTING' FOR SUCH:. STEAM. FOR ROYAIIJ.ll 
~a,; ~ .}~4.~, ~~. t~$. ~IS~I,9N, :~~ ·~- .!JROVISIO~S OF .. :etmLIC 
.~Q~''.QOD,:13' SJ!:CTI9~ .. 91 ·'~-·~ TO RO~ES ON· SU@·~~ 
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'F... ,SA]j), APPROVAL ,SffAL1., 'NQT ca . ' . ' ' .. ':PaIOll p~ov.AL::Bt. ''ilffilOOMML..<tSI<>N~ ·OF . 
""' ,.. " • "',,• ,. , ,· •,>', ', •• • •··~:!. ,. • ~ ,••~;,, -~, ··.,<,,.~ • 'V'"'' ~· '<>, •, > »-~ · .,,, "'•·,. t-,,.._1 -~ r' ~.i:,«', • ' ...,..!...,~· '""'" 

.FURTBER· AGREEf(ENTS: llF1J.'W8VmE PARTIES ·TBE.rmro· •WliE'MEll. '.OR ··NOT .aAID 
·,,,..,.,.,,,..1»t•.' •,,,~··"'•«•"'~ '·'· ·'Z ", '" •• :. '·• ~ '~·"· ·•"-.' ,~ ••' '"(,,.:._ ".~,_; ,1 ,-'-".'.t''.,,,.,.'i\..''•~,r<'•,,1' ,_.~·-~ 

'Ftm?HER. AGREEMENTS .. ARE' P.ROVIDBJ>. JlOR IN m· '~ :~S. !HIS 
·¢9m?I$:oi:·~s~-;:;~*8i: ·~·.zs.:+.i~T ... ~~) ·:~ ~D; AG~s. 
·~~MT ·TO· '-~!BAGRAE{ lO(;h):"O:t? ·~: SUJ3~T .AG~ • 

. G. J:F., .. ~· ~SON:'()~ ··~Q:VX~ION~·oF:P~GRlµ'i! l()(~l ~·-.:~ 
A,~s·, ·UNIO~ I~ .. ~~ TO A;BSORB. ~ ;~~j USE, .9ll o~ E;OISE· 
TAX 'mPOSED·'.UJ!()N: mE SALE ·or GEOTHERMAL.·RESOURCES .FROM !mE SUBJECT• 
~s ~~'.wqULD, .fl.:B~·r.·SµCH p~~qiwH, BE p~ ·:SI.~.d·~&..E.,,·~ . 
UNION. SHALL:. :rm AJALOWED ro· DEDUCT. 'JlIE.'.AMQUNT ·OF TAX so A:B'SOR13ED' ·m COM
PoTING GF.oss: RFI'vEmm .FoR Rol'.iul:rY .:~SEs. ·mmm .. ·m ·stfuJ.EcT · LEASEs .AND 
~s.·. . ..... . . . ......... . 

H. ~C~ _AS· PROVIDED IN ·CO~ITION 7 H~OF1 APPR9V~"L OF ·~ .SUBJECT 
AGREEMEras: .SB'.ALL. NOT· AFFECT THE NECESSITY FOR 'FUR~ COMMISSION AP
PROVAL OF ·CHARGEs AILOWABL'E AGAINST GROSS .REVENUE. AS PROVrnED m .. 
Mr.Lid RESOURCFS CODE. SECTION 6913( a f Alm· m· C.OmmSl'ONDIN~· .Lt$ 
AND· PERMIT PROVIS.iONS. WITHOUT LIMITING THE GENERALI'l'Y OF THE FORE
GOING, AP¥ftOVAL :oF 'TlrE SUBJECT AGREEME't~s rioES NOT CONSTITUTE APPRO
VAL.·OF mE. COSTS ~ TO m PARAGRAPHS 2( a)' 2(b ), AND 8(b) OF 
TBE SUBJECT. AGREEMENTS. 

I. IN THE EVENT P.G.& E. DOES NOT TAKE· AND UTILIZE STEAM AVAILABLE TO IT 
'UNDE& mE. CONTRACT, UNION'-S .RIGHT TO· Ui'ILIZE SAID. sTE!AM INCWDES THE 
RIGHT TO GENEBA~E mCTRIQITY ·~· FOR RESALE. 

J. IN THE EVENT ·THAT P.G.& E., m -ACCORDA:HCE wITH· THE TERMS OF 'mE .CON
TRAC'T, Fwt Alfi REASq:t~ sUCCEEDS _UNION· A$ -O~TOR ON ANY STATE PERMIT 
OR LEA$E, .P.G.t& E. 'S OPERATIONS.:SHALL BE SUBJECT TO AND· m ACCORDANCE. 
wr.m: .ALL mm· TERMs .AND coNbITr(>:w~ o:F 11m· :PERMI·:r oR r~$E, .~.&Aµm~s, 
A.ND STA~' ALL ':J.'O THE SAME.~ ,mAT UNI()N'S o~~~ONS w"ERE ·so 
~~T, IT ;t3EING SPEC!.FICALLY UNDEaS'l!OOD !I.HA~ N<;> ASf?IG~ OR R~m,=ITS 
IN ANY SUCH STATE PERMIT ·0R LEASE· CAN :BE OR .SHALL BE EFFECTIVE UNLESS 
A1'ID UNTIL SUCH .Ass:t~ HAVE BEEN APPROVED ~y THE·STA,TE ~s co~
~SSIONo 

THIS APPROVAL SHALL ·:BECOME EFFECTIVE UPON !lJ1E EXECUTION OF AN APPROPRIATE oocu~· 
MENT :BY A. ,DlJLy AUTdORIZED OFf~CER OF"TJNION ·OIL CQMPANY ACCEPT~G. THE FOREGOING. 
·CO~ITIQNS. 

Attachment·· 
' . ' Ca.lendarttem 1$ (3 pages) 

~ • I 

•' ' 

' '' 

' " 



. } .. :;>~:'t;'~~'!:.·--·' 
,,1·' < '1~~;1 ~'. ' ' .. .I', 

I 

--··· ,• ... ,. , 
' ' ' ', I ~ 

·" /\'fr ''\ 
r' 

. ,,. 

:PURCltA$~: 

LOCATION: 

APPROVAt, :OF· •AGRF~MENTS. FOR, ·m 1SALE, OF· GEoTBERMAL ·sTE.AM· 
. . .:i?Rc. 45.96~2:~ :Pnc -4L397•.2:~ . .,A.ND: i>~c- 4~4i.2... . . . 

' 

1(1/7~ '· 
AHJ; 

W:·9i99; 

Un~<.l~. ·Oil .. Company of California, Magma Power dompariy, and 
Ther~al ·Power. Companyo 

.Pacific Gas and-~lectric· Company. 

The G~ysers area, Lake an;~ Sbtmma Counties. 

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

Lease Form: Paragraphs 4 ~md 34. 

Permit Form: .Paragr?-phs 3 and 27 •. 

PERTINENT INFORMATION: 

EKHIBIT: 

On May 11, 1970, Union Oil Company of Ga.lifornia, 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 CC1unties. State Geothermal 
Reso~ces Leases PRC 4596.2 and ~RC 459?.2, and a ?ermit to 
Prospect for Geothermal Resources." PRC 4341.2, under lease to 
Union-Magrua.-Th~rml:l.l, are located- wi ·thin the area. covered by 
said Agreements.. Under .~he terms of the Agreemen~s., Union
Magma-Thermal shall develop and sell to Pacific Gas and 
Electric Company geothermal steam from the lands. within the 
boundaries of the agreementsG 

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"'!·P.our wiil be based 011 

the average annual cost o:f;' fossil fuel and nuclear fuel, and 
average plant efficiency~ ~n no ~vent .will the sales price 
be less than two mills per kilowatt-hoUl~e A geoth~r~al gen
erating plant (rated at 110,000 KW)_, cur:rently ~nder construc
tion and proposed to be completed this year, will operate 
totally on ·steEµ!l produced· under State .ieruse. Roya1 ties on 
such st~am ~e e~ected -to qe in· excess of $2001000 ,p(tr year. 
An. additionai plant is s~li~duled for compll~tion in. 19?3. 

A. Location· ·Map. 

IT IS RmCOMMENDED· ·'l!fIAT THE-·COJ-1MISSION AUTHORIZE. THE APPROV.A:4 <O;F.:· 

i. THE' ,~~REEM~~. _:rro:R ~i:~LS~ q~ Gfil()~~A:InS~, .D!~D'. MA¥ ~i:,- :1970, l}Y. 
,AND.·:BET\JJEEN, UNION",,OIL ·COMPANY. ·OF CALUORNIA AND PAOIEIO GAS AND' ELECTRIC 
:qq~ij¥,; .. b.N t~ .. ~~~f ~; 9W,i.c~· o~ · nrt: $T~~~ :µND$ .. ,qo~n~J:ss;r,01~ AND .~)!'. ~-
'ENvJ!i: ·MADE' A· ;PART. HERE~,• . · 

' '. - " . ... . 
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.2~ "'.@J Rl!lv~s~D .. ft.l~~::JrQR T,$; s~ OF ·G~TliERM.AL-'ST.ffiM!·~ J;>~~D -M~¥ i·+, _1970,, 
B~ A;ND, BE~~~. MAGMA POWER" COMPANY, 1\Nl;>·-~~t 'PO~. QO~~AN~_,. ~ PACµ'~C 
·GM>, ~D ~C~:t9: ·~01.fi'/~Y:, ON· F~~ Iii. THE OFFICE, OF TiiE S~A?.$ ·~DS COMMISSION 
M'fD· ~y P~CE MADE A- PAR~ .HEREO:F. 

3. ~:APPROVAL SIW.fL J3E .Sl!BJECT '.00 T!m· FOLLOWIN~ COND~TIO?fS:-

'' 

A~ SAID APPROVAL IS NOT IN~DE:D· ~- P~S lJVON ~QUESTION, QF wHETflF:R 
OR, ·NOT SAID AGREEMENTS ARE IN ~COMPLIANCE WITH STA'rE OR FEDERAL PN'l:1:-
TRUS~ LAWS NOR 'TO CREATE ANi IMMUNITY IN REiJlTION TilEREi'Q.. . . 

B. SAID APPROVAL SHALL NoT BE ·CONSTRUED SO AS TO VEsT IN THE APPLICANTS 
N<;>R IN· AN~ PARTY TO SAID AGREEMfilNTs ANY RIGHT, TITLE, OR INTEREST IN 
THE SUB~TECT ·LANDS IN ADDITION TO THOSE C\.lNVEYED BY THE LEASE OR PERMIT 
ISSUED B~t·~ STATE LANDS COMMISSION. , .. . 

·c. IN THE EVENT OF ANY CONFLICT BETWEIDN THE i'ERMS AND CONDITIONS OF THE 
SUBJECT AGREEMENTS, ON THE ONE HAND, AND Tl~OSE OF THE LEASE 'OR PERMIT, 
OR RULES AND REGULfo.TIONS OF THE STATE LANDS.COMMISSION, ON THEO~, 
m TERMS AND CONDITIONS OF' THE' PERMIT OR LEASE AND THE SAIDRUI.ES AND 
REG~TIONS SHALL PRE\f~L AS BETWEEN THE STATE, ON THE ONE HAND,° AND 
ITS PERMIT'l'EE OR LESSEt AND ANY OTHER PARTY 'l'O SAID AGREEMENTS, ON THE 
OTHER. 

D. SAID APPROVAL SHALL NO'l' BE CONSTRUED .AS A PRIOR APPROVAL BY THE ·COMMISSION 
OF ANY ASSIGNMENT OF ANY LEASE OR PERMIT· OR OF ANY RIGHT, TITLE, CR IN
TEREST IN THE LANDS COVERED BY ANY SAID LEASE OR PERMITo 

E. IN THE EVENT THAT S!J.!EAM FROM THE LANDS COVERED BY .!\NY LEASE OR PERMIT 
HERE INVOLVED IS DELIVERt.1.l BY UNION AT NO COST OR AT A REDUCED COST 
PURSUANT TO THE PROVISIONS OF SECTIONS 8(d) OR lO(d) OF THE SUBJECT 
AGREEMENTS, UNION SHALL SO NOTIFY THE STATE, AND THEREUPON THE STATE 
SHALL ESTABLISH THE.ME'I1IOD OF ACCOUNTING FOR SUCH 'STEAM FOR ROYALTY 
PU1U'Q$ES, AND MAY, N~ ITS DISCRETION,. INV9KE THE ·PROV~SIONS OF ·PUBLIC 
RESOURCES CODE SECTION 6916 WITH REGARD TO ROYALTIES ON· SUCH STEAM. 

F. SAID .APPROI/ AL SHALL NOT CONS.TITUTE PRIOR APPROV .AL BY THE COMMISSION. 
OF FtmTHER AG~TS BETVIEEN· THE PARTIES THE,RET.O t WHETIL~R OR NOT SAID 
FURTHER 'AGREEMENTS ARE PROVIDED FOR IN THE SUBJECT AGREEMENTS. THIS 
·C9NDITIQN ExPRESSLY APPL:rES, BUT IS N9T LIMITED, TO FURTHER AGREEMENTS 
PURSUANT TO PARAGRAPH lO(h) OF THE su.aJEcT /!.~NTS. 

G. IF, B'Y REAsON OF ~·PROVISIONS ·oF .PARAGRAPH lO(:t)' 0;1t -~, SUBJ'JµQT AGREE~ 
M;ENTS' tJNION· rs REQU'J:RED ~ PJ3SOI?f3 _ANY SALES' USE, OR O~IER: ~OISE ~AX 
IMPOSED. UPON THE SALE ·oF GEOT"cll!.mMAI~ RESOURCES FROM THE SUBJECT ·LANDS 
THAT WOULD,, ABS~T $.Jr~ P!AAGRAP.R~ "~E. PAIP :BY: ~.G·.&E.,, THEN. uN~ON· SHALL 
BE ALLOWED TO DEDUCT' THE. AMOUNT' OF TAX SO ABSORBED IN COMPUTING. GROSS 
:REVENul!i ]'OR RQY~T':I FVRPO$E$ -mibER· THE ·sUBJEOT ·t'ffi.QsEJ$· AND: ·PERMITS. · 
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t·®SO@@S· CODE ·SECT~OR ·9913(a) ~f>. ~j}l; OO~~ONDINci: -~~: .~p FPmMIT 
PROV~St~~&.! ~w~~6y~ _tp-i:t~~ ~- .. G~RJµit-TY; o~ :ifHE >F'OR~r;qt~G:, :/,.P~RQVAL. 
OF THE-:SUBJ.biCT· AGREEMENTS' DOES· NOT CONSTITUTE APPROVAL. OF".THE .COSTS 
~D ·'iio· .IN l?AA4~RA?H8 2{a),. 2(p), Mill B(b)· OF"THE ·SUBJECT AcmEPJ-
·MENTS., 

r.. IN THE EVENT P.G.&E. OOES NOT TAKE AND UTILizE STEAM AVAII:.ABL'E TO IT 
·UNDER: THE CONTRAC~, UNION'S 'RIGHT ·TQ 1 JJTILIZE '$AID STEAM .~NCLUDES THE 
RIGHT· TO· GENERA~ EtEQTRICITY·THEREWI'ffi FOR~~~· 

J. IN THE EVENT' THAT P.G.;&E •. ;. IN ACCORDANcE wrrn THE TERMS,· OF"THE CONTRACT, 
FOR ANYR"©ASON S'Q'CCEEDS UN~ONAS c;>PERATOR ON· ~Y.STAT,¢.~IT OR.!$ASE, 
P.G.&E .. •s· -OPERATIONS SHALL BE Stil3JECT TO AND IN ACCORDANCE WITH ALL 
THE TERMS ~D CONDIT!ONS OF~ PERMIT, OR ~ASE, REGuLATIONS, AND 
STATUTES'; ALL To THE SAME EXTENT ·TIIAT UNION!S OPERATIONS WERE SO SUB
JECT, :i:T BEING SPECIFICALLY UNPERsTOOD THAT NO ASSIGNMENTS- OR RIGHTS 
IN ANY SUGH STATE PERMIT OR LEASE CAN BE OR SHALL BE EFFECTIVE UNLESS 
AND UNTII, SUCH ASSIGNMENTS HAVE BEEN. APPROVED BY THE STATE LANDS 
COMMISSION. 

THIS .APPROVAL SHALL BECOME EFFECTIVE UPON- THE EXECUTION OF AN APPROPRIATE DOCU
~T. BY A l)ULY AUTHORIZED OFFICER OF UNION OIL cor.j>ANY ACCEPTING THE FOREGOING 
CONDITIONS. 


