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MINUTE ITEM 

4. APPLICATION FOR PROSPECTING PERMIT, IMPERIAL COUNTY; R. W. CYPHER -
W.O. 3884, P.R. C. 3088.2. 

After consideration of Calendar Item 16 attached, and upon motion duly made 
and unanimously carried, the following resolution was adopted: 

PURSUANT TO SECTION 6891 OF THE PUBLIC RESOURCES CODE, THE COMMISSION AUTHORIZES 
THE EXECUTIVE OFFICER TO ISSUE TO R. W. CYPHER A TWO-YEAR PROSPECTING PERMIT 
AUTHORIZING PROSPECTING FOR GEOTHERMAL STEAM, FOR MINERAL WATERS, AND FOR ALL 
MINERALS OTHER THAN OIL AND GAS, IN 80 ACRES OF LANDS SOLD AND PATENTED TO THE 
IMPERIAL IRRIGATION DISTRICT WITH A RESERVATION TO THE STATE OF ALL MINERALS 
INCLUDING OIL AND GAS, IN THE ES OF THE NET OF SECTION 16, T. 11 S. , R. 13 E., 
S. B. B. & M. , IMPERIAL COUNTY, SUBJECT TO THE CONDITIONS INCLUDED IN EXHIBITS 
"A", "B", AND "C" ATTACHED HERETO AND HEREBY MADE A PART HEREOF, WITH ROYALTY 
PAYABLE: 

. UNDER ANY PROSPECTING PERMIT ISSUED, 20 PERCENT OF THE GROSS VALUE OF 
ANY MINERALS AND GEOTHERMAL STEAM SECURED BY PERMITTEE FROM THE LANDS 
EMBRACED WITHIN THE PERMIT AND SOLD OR OTHERWISE DISPOSED OF OR HELD 
BY THE PERMITTEE 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 AND EXTRACTED AND SOLD FROM 
SAID PREMISES: 

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

R = 3.00 + 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 - 80. 00) 

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

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

FOR NONPRECIOUS METALLIC MINERALS: $3. OC 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 THE 
AVERAGE GROSS SALES PRICE OF THE MINERAL SALTS. 

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

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

(1) A FIXED MINIMUM PAYMENT OF 125 PERCENT OF THE GROSS SALES 
VALUE OF ALL AECTRIC 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 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 THE WELL AND OF ANY PREMIUM OR BONUS 
PAID ON ALL SUCH NONHYDROCARBON PRODUCTION REMOVED OR SOLD FROM 
THE LEASED LANDS. 

Attachments 
Exhibits "A", "B", and "C" (4 pages)
Calendar Item 16 (7 pages) 
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EXHIBIT "A" 

1. 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 CONSERVATION OF RESERVOIR 
ENERGY IN EACH ZONE OR SEPARATE UNDERGROUND SOURCE OF SUPPLY OF SUPER-
HEATED WATER COVERED IN WHOLE OR IN PART BY THIS LEASE. 

3. THE PERMITTER 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 SMALL FILE PROMPTLY WITH THE STAT!' LANDS COMMISSION 
COPIES OF ALL LOGS, INCLUDING ELECTRIC LOGS, SURVEYS, DRILLING RECORDS. 
WELL HISTORY:6, CORE RECORDS AND RELATED INFO. MATION AS MEASURED AND 
RECORDED FOR THE WELLS DRILLED BY THE PERMITTEL INTO THE PERMITTED 
LAWS. THE PERMITTEE DOES 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 CONSERVATION BY THE PERMITTEE IN CONNECTION WITH THIS PERMIT. ANY 
AND ALL INFORMATION FILED BY THE PERMITTEE WINE THE SAID DIVISION OF 
OIL AND GAS IN CORRECTION WITH THIS PERMIT SHALL BE AVAILALE AT ALL 
TIMES FOR THE CONFIDENTIAL USE OF THE STATE FOR THE PURPOSE OF ENFORCING 
COMPLIANCE WITH THE TERMS, COVENANTS, AND CONDITIONS OF THIS LEASE AND 
RULES AND REGULATIONS NOW PROMULGATED BY THE STATE, BUT SHALL NOT BE 
OPEN ING 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 
FROVISION HEREOF, SAID INFORMATION MAY BE DISCLOSED TO ANY FERSON 
WHERE SUCH DISCLOSURE IS REASONABLY NECESSARY FOR THE ADMINISTRATION OF 
THE FUNCTIONS, 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 THIS LEASE OR NONCOMPLIANCE WITH ANY APPLICABLE STATUTES OR RULES 
AND REGULATIONS BY THE PERMITTEF OR ITS EMPLOYEES, SERVANTS, AGENTS OR 
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O 
EXHIBIT "A" (CONTD. ) 

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 COM-
MERCIAL QUANTITIES, PROVIDED PERMITTEE IS NOT DRILLING OR HAS NOT 
HERETOFORE DRILLED AN 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 COMMENCE OPERATIONS FOR THE 
DRILL ING 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 PRODUC-
ING, SUPERHRAZED WATERS. FOR THE PURPOSE OF THIS SECTION AN OFFSET 
WELL SHALL MEAN A WELL THE PRODUCING INTERVAL OF WHICH IS SITUATED 
AT A LOCATION IN THE LEASED LANDS NOT MORE THAN ONE HUNDRED (100) 
FEE:f 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 EACHO 
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 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 RECORDS. TRUE AND CORRECT COPIES OF 
ALL LOGS, SURVEYS, PALEONTOLOGIST REPORTS, DIPMETER RECORDS, ORIENTED 
CORE RECORDS, ROCK CONE RECORDS, DRILL. RECORDS AND WELL HISTORIES AND 
ALL OTHER DRIF LING 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. 

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 KULES 
AND REGULATIONS OF THE STATE LANDS COMMISSION APPLICABLE TO THE 
FLEMITTEE'S OPERATIONS HEREUNDER IN EFFECT AT THE DATE OF THE ISSUANCE 
OF THIS PERMIT. 
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EXHIBIT "A" (CONTD. ) 

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 HAVING FURNISHED BOND IN FAVOR OF THE STATE OF CALI-
FORNIA IN THE PENAL SUM OF $50,000 IN CONNECTION WITH NEARBY 
PROSPECTING PERMITS P.R. C. 2548.1, P.R. C. 2705.1, P.R.C. 2706.1, 
P.R.C. 2707.1, P.R.C. 2708.1, P.R. C. 2662.1, P.R. C. 2863.1, P.R.C. 
2864.1, P.R.C. 2865.1, P.R. C. 2866.1 AND P.R. C. 2867.1 SHALL AMEND 
THE AFORESAID SOND TO GUARANTEE THE FAITHFUL PERFORMANCE BY THE 
PERMITTEE OF THE TERMS AND COVENANTS AND OPSERVANCE OF THE CONDITIONS 
OF SAID PERMIT, AND THE PROVISIONS OF THE RULES AND REGULATIONS OF THE 
STATE LANDS COMMISSION TO COVER OPERATIONS UNDER THIS PERMIT, OR THE 
PERMITTEE SHALL DEPOSIT A SIMILAR BOND IN THE PENAL SUM OF $10,000 
UNDER THIS PERMIT. 

11. THE PERMITTEE MAY USE SUPERHEATED WATER FROM LESSEE'S WELLS DRILLED 
INTO THE LEASED LANDS FOR DRILLING AND PRODUCTION PURPOSES ONLY, TO 
THE EXTENT SUCH "ISE IS NECESSARY FOR OPERATIONS OF SAID WELLS. SUCH 
SUPERHEATED WATER, SO USED, SHALL NOT BE INCLUDED IN COMPUTING, FOR 
ROYALTY PURPOSES, THE TOTAL PRODUCTION OF SUPERHEATED WATER REMOVED 
OR SOLD FROM THE LEASED LANDS DURING THE MONTH. 

12. THE PERMITTEE SHALL AT ALL TIMES PREVENT ANY MATERIAL, LIQUID OR 
SOLID, DELETERIOUS TO FISH, PLANT LIFE, OR BIRD LIFE, FROM BEING 
PLACED IN THE WATERS OF THE SALTON SEA, OR ITS TRIBUTARIES, OR FROM 
BEING PLACED WHERE THEY MAY PASS INTO SUCH WATERS. 

O 
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O 
EXHIBIT "B" 

"GROSS SALES VALUE" SHALL BE DETERMINED BY MULTIPHYING 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 LESSER WHICH ARE PROPERLY ALLOCABLE IN 

ACCORDANCE WITH GENERALLY ACCEPTED ACCOUNTING PRINCIPLES TO THE COST OF 

PRODUCTION CE ELECTRIC ENERGY, AND WATER FROM THE LEASE PREMISES, INCLUD 

ING DEVELOPMENT COSTS OF STEAM WELLS. 
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16. 

APPLICATION FOR PROSPECTING PERMIT, IMPERIAL COUNTY; R. W. CYPHER - W.O. 3984. 

An application has been received from R. W. Cypher of Long Beach for a permit 
to prospect for geothermal steam, for all minerals other than oil and gas 
and for mineral waters on 80 acres of lands in the E2 of the NE, of Section 16, 
T. 11 S., R. 13 E., S.B.B. & M., sold and patented to the Imperial Irrigation 
District on February 9, 1962, with a reservation to the State of all minerals,
including oil and gas. 

The surface owner, who was notified of the pending application, failed to 
exercise his preferential right to file an application for a permit in the 
six-month period, as set forth in Section 6893 of the Public Resources Code. 

At the request of the Department of Fish and Game, action on this permit was 
deferred at the January 24, 1963, Commission meeting. The Department of Fish 
and Game has now submitted provisions to be included in the permit that will 
adequately protect its interests. These provisions, which will prevent dam-
aging waste discharges . com entering the Salton Sea, are included in
Exhibit "B", Section 12. 

The Department of Parks and Recreation has reported that the proposed pros-
pecting permit will not interfere with the recreational use of lands littoral
to the lands involved in the application. 

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. In the course of drilling exploratory wells for the produc-
tion of oil and gas in this general area, large quantities of superheated 
mineralized water were encountered at depths of less than 1,000 feet. No
oil or gas zones were penetrated. 

The applican proposes to propect for geothermal steam, to be used to pro-
luce electric energy; as a by-product of this operation, some minerals and 
fresh water may be produced. Similar operations for the development of 
electric power have proved successful at The Geysers near Santa Rosa. 

The Board of Directors of the Imperial Irrigation District has expressed an 
interest in purchasing electric energy from the proposed operation. 

The feasibility of isolating individual mineral salts from the precipitate 
deposited upon vaporization of the superheated mineral water can be deter-
mined only after the operation has commenced. The sale of domestic water in
this area should present no problem. 

The subject parcel is located approximately one mile offshore in the Salton 
Sea at an average depth of 42 feet. It is completely surrounded by Imperial 
Irrigation District land which the applicant has under lease. The applicant 
proposes to build roads into the sea to the subject parcel, using volcanic 
material from the Red Island Volcano, which is located in the area. 

-1-
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O CALENDAR ITEM 16. (CONTD. ) 

The Commission previously has authorized the Executive Officer to issue to 
R. W. Cypher 11 prospecting permits, for a two-year term, in the same 
vicinity. 

A field reconnaissance of the area has established that the land sought is 
not known to contain commercially valuable deposits of mineral. The statu-
tory filing fee of $5 has been paid, and the permit fee of $80 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 COMMISSION AUTHORIZE THE EXECUTIVE OFFICER TO ISSUE TO R. W. CYPHER A 
TWO-YEAR PROSPECTING PERMIT AUTHORIZING PROSPECTING FOR GEOTHERMAL STEAM, 
FOR MENERAL WATERS, AND FOR ALL MINERALS OTHER THAN OIL AND GAS, IN 80 ACRES 
OF LANDS SOLD AND PATENTED TO THE IMPERIAL IRRIGATION DISTRICT WITH A RESER-
VATION TO THE STATE OF ALL MINERALS INCLUDING OIL AND GAS, IN THE BE OF THE 
NE, OF SECTION 16, T. 11 S., R. 13 E., S.B.B. & M., IMPERIAL COUNTY, SUBJECT 
TO THE CONDITIONS INCLUDED IN EXHIBITS "A", "B", AND "C" ATTACHED HERETO AND 
HEREBY MADE A PART HEREOF, WITH ROYALTY PAYABLE: 

O 1. UNDER ANY PROSPECTING PERMIT ISSUED, 20 PERCENT OF THE GROSS VALUE OF 
ANY MINERALS AND GEOTHERMAL, STEAM SECURED BY PERMITTEE FROM THE LANDS 

EMBRACED WITHIN THE PERMIT AND SOLD OR OTHERWISE DISPOSED OF OR HELD 
BY THE PERMITTEE 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: 

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

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

R = 3.00 + 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) 

-2-
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O CALENDAR ITEM 16. (CONTD. ) 

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: 

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

FOR NONPRECIOUS METALLIC MINERALS: $3-00 PER TON. 

FOR NONMETALLIC MINERALS: $0. 40 PER TON. 

THE MAXIMUM ROYAITY FOR GOLD, SILVER, OTHER PRECIOUS MINERALS, 
AND RADIOACTIVE MINERALS SHALL NOT EXCEED 50 PERCENT OF THE 
AVERAGE GROSS SALES PRICE OF THE MINERAL SALTS. 

THE MAXIMUM ROYALTY FOR ALL NONPRECIOUS METALLIC AND NONMETALLICO 
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: 

A FIXED MINIMUM PAYMENT OF 125 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 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 THE WELL AND OF ANY PREMIUM OR BONUS 

PAID ON ALL SUCH NONHYDROCARBON PRODUCTION REMOVED OR SOLD FROM 
THE LEASED LANDS. 

Attachments 
Exhibits "A", "B'', and "c" 

-3-
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O EXHIBIT "A"L 

1. 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 20 
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 CONSERVATION OF RESERVOIR 
ENERGY IN EACH ZONE OR SEPARATE UNDERGROUND SOURCE OF SUPPLY OF SUPER-
HEATED WATER 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 
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 EMPLOYEE OF THE STATE OF ANY 
INFORMATION FILED WITH THE DIVISION OF OIL AND GAS OF THE DEPARTMENT 
OF CONSERVATION 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 
COMPLIANCE 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 CONSENTOF THE PERMITTEE. NOTWITHSTANDING ANY OTHER 
PROVISION HEREOF, SAID INFORMATION MAY BE DISCLOSED TO ANY PERSON 
WHERE SUC. " DISCLOSURE IS REASONABLY NECESSARY FOR THE ADMINISTRATION OF 
THE FUNCTIONS, 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. 

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 THIS LEASE OR NONCOMPLIANCE WITH ANY APPLICABLE STATUTES OR RULES 
AND REGULATIONS BY THE PERMITTEE OR ITS EMPLOYEES, SERVANTS, AGENTS OR 

-4-
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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 COM-
MERCIAL QUANTITIES, PROVIDED PERMITTEE IS NOT DRILLING OR HAS NOT 
HERETOFORE DRILLED AN OFFSET WELL THERETO ON THE PERMITTED LANDS, 
THEN THE STATE MAY NOTIFY THE PERMITTEE IN WRITING TO DRILL AN OFF-
SET 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 PRODUC-
ING, SUPERHEATED WATERS. FOR THE PURPOSE OF THIS SECTION AN OFFSET 
WELL SHALL MEAN A WELL THE PRODUCING 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 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 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 RECORDS. TRUE AND CORRECT COPIES OF 
ALL LOGS, SURVEYS, PALEONTOLOGIST 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. 

8. THE PERMITTED 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.O 
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W.O. 1884 

EXHIBIT "A" (CONTD. ) 

9. THE PERMITTEE SHALL FURNISH TO THE STATE DETAILED DRAWINGS OF ALL PIPE -
LINES 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 HAVING FURNISHED BOND IN FAVOR OF THE STATE OF CALIFORNIA 
IN THE PENAL SUM OF $50,000 IN CONNECTION WITH NEARBY PROSPECTING 
PERMITS P.R.C. 2548.1, P. R.C. 2705.1, P.R.C. 2706.1, P. R.C. 2707.1, 
P.R.C. 2708.1, P.R.C. 2862.1, P.R. C. 2863.1, P.R.C. 2864.1, P.R.C. 2855.1, 
P.R. C. 2866.1 AND P. R.C. 2867.1 SHALL AMEND THE AFORESAID BOND TO 
GUARANTEE THE FAITHFUL PERFORMANCE BY THE PERMITTEE OF THE TERMS AND 
COVENANTS AND OBSERVANCE OF THE CONDITIONS OF SAID PERMIT, AND THE 
PROVISIONS OF THE RULES AND REGULATIONS OF THE STATE LANDS COMMISSION TO 
COVER OPERATIONS UNDER THIS PERMIT, OR . HE PERMITTEE SHALL DEPOSIT A 
SIMILAR BOND IN THE PENAL SUM OF $10,000 UNDER THIS PERMIT. 

11, THE PERMITTEE MAY USE SUPERHEATED WATER FROM 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 COMPUTING, FOR 
ROYALTY PURPOSES, THE TOTAL PRODUCTION OF SUPERHEATED WATER REMOVED 
OR SOLD FROM THE LEASED LANDS DURING THE MONTH. 

12. THE PERMITTEE SHALL AT ALL TIMES PREVENT ANY MATERIAL, LIQUID OR 
SOLID, DELETTERTOUS TO FISH, PLANT LIFE, OR BIRD LIFE, FROM BEINGO 
PLACED IN THE WATERS OF THE SALTON SEA, OR ITS TRIBUTARIES, OR FROM 
BEING PLACED WHERE THEY MAY PASS INTO SUCH WATERS. 
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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 PURPOSES OF THIS LEASE SHALL INCLUDE ONLY THE ORDINARY AND 

NECESSARY EXPENSES INCURRED BY THE LESSEE WHICH ARE PROPERLY ALLOCABLE IN 

ACCRDANCE 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. 
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