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No. 2200

Introduced by Senator Nielsen

February 26, 1990

An act to amend Sections 3822 and 3823 of, to add Section
3809 to, and to repeal and add Section 3822.1 of, the Public
Resources Code, relating to geothermal resources, and
making an appropriation therefor.

LECISLATIVE COUNSEL'S DICE.>f

SB 2200, as introduced, Nielsen. Geothermal resources:
loans.

Under existing law, geothermal revenues deposited in the
Geothermal Resources Development Account in the General
Fund are continuously appropriated for specified purposes.
The Controller is required to disburse 40% of these
geothermal revenues to the county of origin, and the State
Energy Resources Conservation and Development
Commission is authorized to expend 30% of these geothermal
revenues to provide grants or loans to local jurisdictions, as
defined, for specified purposes.

This bill would also authorize the commission to make loans
to private entities engaged in the exploration and
development of geothermal energy, subject to specified
conditions, thereby making an appropriation. The bill would
extend the maximum repayment period on loans from 6 to 20
years. The bill would delete specified provisions requiring the
disbursement of revenues to be made a part ofthe Governor's
Budget and would revise procedures for approval of proposed
projects by the commission.

Vote: %. Appropriation: yes. Fiscal committee: yes.
State-mandated local P' Jgram: no.
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The people of the State of California do enact as folloll's:

1 SECTION 1. Section 3809 is added to the Public
2 Resources Code, to read:
3 3809. "Private entity" means any individual or
4 organization engaged in the exploration and
5 development of geothermal energy for prl"lfit.
6 SEC. 2. Section 3822 of the Public Resources Code is
7 amended to read:
8 3822. (a) Thirty percent of the revenues received
9 and deposited in the Geothermal Resources

10 Development Account shall be available for expenditure
11 by the State Energy Resources Conservation and
12 Development Commission as grants or loans to local
13 jurisdictions or loans to private entities without regard to
14 fiscal years. These revenues shall be held by the State
15 Energy Resources De~'eleJ:3ffiefit ftfift Conservation and
16 Development Commission in ft the Local Government
17 Geothermal Resources Revolving Subaccount, which is
18 hereby created within the Geothermal Resources
19 Development Account. Loan repayments shall be
20 deposited in the subaccount and shall be used for making
21 additional grants and loans pursuant to Section 3823.
22 (b)'o local jurisdiction shall be eligible to apply for a
23 grant or loan pursuant to this section unless its governing
24 body approves the application by resolution.
25 (c) Each recipient of a grant or loan made pursuant to
26 this section shall establish for deposit of the revenues an
27 account or fund separate from the other accounts and
28 funds of the recipient, and may expend the revenues only
29 for the purposes specified in this chapter.
30 (d) The State Energy Resources Conservation and
31 Development Commission shall make grants and loans
32 pursuant to this section irrespective of whether a local
33 jurisdiction is a county of origin.
34 (e) Any of the revenues that are not disbursed as
35 grants or loans pursuant to this section during the fiscal
36 year received shall be retained in the subaccount and
37 may be disbursed as grants or loans pursuant to this
38 section in succeeding fiscal years. •
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(f) Any loan made under this section shall (l) not
exceed 80 percent of the local jurisdiction's costs, (2) bear
an interest rate no greater than 8 percent per year, and
(3) be repayed together with interest "'ithin 5tlt 20 years
from receipt of the loan funds.

(g) Any loan mad to a pril"1lte enti(\' under this
section shall (1) be matched with at le:1st an equal
investment by the recipient, and (2) provide tangible
benefits, as determine by the State Energy Resources
Conservation and Development Commission, to a locd
jurisdiction.

SEC. 3. Section 3822.1 of the Public Resources Code
is repealed.

a8QQ.l. P'Jet'#itRst8fl8i.flg ftftY ether !3Y6'lisioH et ffi.w.;
eSfflfflefteiftg wttft !fie 19BVse fi~e81 yeM tttt6 itt etteft
flsetti yeM tficrc8:'Rcf, ftttY rc...CfltlCS ft'af gFtu"ltea13l:lfS1:18flt
fl:t 6eet-iofl 38BQ rCffl8:iniflg ffi ffte Ceetkcf'fFHlI ReS8tlfCeS

Dc',elef?Jfficflt Aeceliflt ttttti &tty rCVCfll:lCS e'ff?JCetea fe Be
peeeivee tttt6 6i~l'll:lp~ee el:lriftg !fie 19BVse fi5eftl yeM tttt6
itt eaeft fi~e81 yeM tkere8fl:er !!ftttH ee ffl8e e 8 f*tff ef !fie
GeVCffl6r's BtJ(:lg~ =R=te State 6flcrg)' Resotlrees
COflservatiofl ftftti Develo(3fflcflt GOffiffiissiofl !!ftttH
~l:Il'lfflit te !fie Legi~18tl:lreer Aflril ± ef eaeft yeM 8 ~ ef
flrejeet~, eaeft ~eleetee tttt6 flrisritii!ee er !fie Stttfe
Eflcrgy ResotlPces GeflSCrV8:HOn £lftE.l Dct,'cl013fficflt
COfflfflissiofl fltlfSI:Ulftt fe SeetieR~

SEC. 4. Section 3822.1 is added to the Public
Resources Code, to read:

3822.1. Within 30 days after the State Energy
Resources Conservation and Development Commission
approves a proposed project for funding under this
chapter, the commission shall notify and invite comments
from the Joint Legislative Budget Committee, the
Legislative Analyst, and the Department of Finance. :\fo
funding agreement for any project may be executed by
the commission, and no work on the project may be
begun by the prospective funding recipient until at least
30 days after that notification has been made.

SEC. 5. Section 3823 of the Public Resources Code is
amended to read:
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1 3823. Revenues disbursed to counties of ongm
2 pursuant to Section 3821 and grants or loans made to local
3 jurisdictions or pril'ate entities pursuant to Section 3822
4 shall be expended b~' the eSlIf~t~' et' recipient for the
5 following purposes:
6 -ftl+ wtfft rcsl3cet fa ttftY leettl j\:lrisaietisfl rceeiviflg ft

7 gnu=tt e¥ !ettft I9\:1f!H:lftRt fe Seetisn ~ ffl vlkieA
8 acvelsl3fficflt at geetftcFtTlal rcseurecs 1-5 €sfltcfflf31ateel,
9 tfte Fe~'eAl:IeS~ Be eJlfleAaeEl fet' &tty ef tfte f.ellsYliflg

10 fll!lflflil~g !leti~'ities.

11 tl-t RCS8l:1fee 8SSCS3ffiCt=tt fttlEi eX13lsf'fttisfl
12 (a) Undertaking research and development projects
13 relating to geothermal resource assessment and
14 exploration, and direct-use and electric generation
15 technology.
16 ~

17 (b) Local and regional planning and policy
18 development and implementation necessary for
19 compliance with programs required by local, state, or
20 federal laws and regulations.
21 ~

22 (c) Identification of feasible measures that will
23 mitigate the adverse impacts of the development of
24 geothermal resources and the adoption of ordinances,
25 regulations, and guidelines to implement those measures.
26 f1lt
27 (d) Collecting baseline data and conducting
28 environmental monitoring.
29 +&T
30 (e) Preparation or revision of geothermal resource
31 elements, or geothermal components of energy
32 elements, for inclusion in the local general plan, zoning
33 and other ordinances, and related planning and
34 environmental documents.
35 -f9T wtfft Fesfleet te !lftY leettl jl:lFisaietisA FeeeiviAg ft

36 gf8:flt 6¥ !ettft l3\:1r~uant ffi SeetieR a.ggg ffl Y;lhieh
37 geethcffRal rCSSMfees tlTe eciflg Elc'/elsl3ce 6P ftPe ffi
38 flFSal:letisfl, tfte Fe~'efll:leS~ Be eJlfleflaea fet'!lftY ef tfte
39 f.elJS't'tiflg activities.
40 fl+
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1 (f) Adnlinistrative costs incurred by the local
2 jurisdiction that are attributable to the development or
3 production of geothermal resources.
4 ~

5 (g) ~onitoring and inspecting geothermal facilities
6 and related activities to assure compliance with
7 applicable laws, regulations, and ordinancf's.
8 ~
9 (h) Identifying, researching, and implementing

10 feasible measures that will mitigate the adverse impacts
11 of that development or production.
12 m
13 (i) Planning, constructing, providing, operating, and
14 maintaining those public services and facilities that are
15 necessitated by and result from the development or
16 production.
17 ~
18 (j) Undertaking projects demonstrating the technical
19 and economic feasibility of geothermal direct heat and
20 electrical generation applications.
21 ~

22 (k) Undertaking projects for the enhancement,
23 restoration, or preservation of natural resources,
24 including, but not limited to, water development, water
25 quality improvement, fisheries enhancement, and park
26 and recreation facilities and areas.
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An act to amend Sections 3822, 3822.1, and 3823 of, and to
add Section 3809 to, lIftEi te repeal tift6 ftEIft Seeaaft aSOO.l ef;

•
' the Public Resources Code, relating to geothermal resources,

and making an appropriation therefor.

LEGISLATIVE COUNSEL'S DIGEST

SB 2200, as amended, ielsen. Geothermal resources:

• loans.
(1) Under existing law, geothermal revenues deposited in

the Geothermal Resources Development Account in the
General Fund are continuously appropriated for specified
purposes. The Controller is required to disburse 40% of these
geothermal revenues to the county of origin, and the State
Energy Resources Conservation and Development
Commission is authorized to expend 30% of these geothermal
revenues to provide grants or loans to local jurisdictions, as

• defined, for specified purposes,
This bill would also authorize the commission to make loans

to private entities engaged in the exploration and
development of geothermal energy, subject to specified
conditions, thereby making an appropriation. The bill would
extend the maximum repayment period on loans from 6 to 20

•
years, +fie etIl wattle eelete speeiHee pra~o!siafts re~ttiriHg

~ eiSettrSeffieftt ef reveftttes te Be ffiaee ft ~ ef ~
Ge·/6PRay·s Blieget ttftEl y/stJ:la f'6't'is6 ~reeeEh::lf'esfep flfJfJP8'yal

February 26, 1990

No. 2200

AMENDED IN SENATE MAY 8,1990

Introduced by Senator Nielsen
(Coauthor: Senator Bergeson)

(Principal coauthor: Assembly Member Woodruff)
(Coauthors: Assembly Members Clute, Costa, FiJante,

Harvey, and Statham)
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at ppoposea fJfejeets 6y tfte eOfful\issioFl.
(2) Under existing law, the State Energy Resources

Conservation and Development Commission is required to
submit to the Legislature by April 1 of eclCh year a list of
p,ojects relating to geothermal resources selected and.
prioritized by the commission.

This bill would require the commission to provide
notification, as specified, for any unforeseen or urgent
projects which the commission wishes to approve but which
are not included in the April 1 budget list and lVould prohibit
the commission from executing any funding agreement for
any project until at least 30 days after that notification has
been made.

Vote: 0/:,. Appropri'ltion: yes. Fiscal committee: yes.
State-mandated local program: no.

The people of the State of California do enact as follows:

1 SECTION 1. Section 3809 is added to the Public.
2 Resources Code, to read:
3 3809. "Private entity" means any individual or
4 organization engaged in the exploration and
5 development of geothermal energy for profit. •
6 SEC. 2. Section 3822 of the Public Resources Code is
7 amended to read:
8 3822. (a) Thirty percent of the revenues received
9 and deposited in the Geothermal Resources

10 Development Account shall be available for expenditure
11 by the State Energy Resources Conservation and
12 Development Commission as grants or loans to local
13 jurisdictions or loans to private entities without regard to
14 fiscal years. These revenues shaH be held by the State
15 Energy Resou~ces Conservation and Development
16 Commission in the Local Government Geothermal
17 Resources Revolving Subaccount, which is hereby
18 created within the Geothermal Resources Development
19 Account. Loan repayments shaH be deposited in the
20 subaccount and shaH be used for making additional grants
21 and loans pursuant to Section 3823.
22 (b) 1\0 local jurisdiction shaH be eligible to apply for a
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1 grant or loan pursuant to this section unless its governing
2 body approves the application by resolution.
3 (c) Each recipient of a grant or loan made pursuant to
4 this section shall establish for deposit of the revenues an

account or fund separate from the other accounts and
funds of the recipient; and may expend the revenues
only for the purposes specified in this coapter.

(d) The State Energy Resources Conservation and
Development Commission shall make grants and loans
pursuant to this section irrespective of whether a local
jurisdiction is a county of origin.

(e) Any of the revenues that are not disbursed as
grants or loans pursuant to this section during the fiscal
year received shall be retained in the subaccount and
may be disbursed as grants or loans pursuant to this
section in succeeding fiscal years.

(f) Any loan made under this section shall (1) not
exceed 80 percent of the local jurisdiction's costs, (2) bear
an interest rate no greater than 8 percent per year, and
(3) be repayed together with interest within 20 years
from receipt of the loan funds.

(g) Any loan made to a private entity under this
section shall (1) be matched with at least an equal
investment by the recipient, &fltl (2) provide tangible
h::::~::,fjts, as determined by the State Energy Resources
Ctmservation and Development Commission, to a local
jurisdiction, and (3) be approved by the city, county, or
Indian reservation within which the project is to be
}r,c<!:e.d.

:;EC. 3. Sec'ion 3822.1 of the Public Resources Code
'.3 reflealee.
o~ ~ eeetiea 389£.1 i~ aeeee fe ffte Pt:lslie

:f:.eSBtlfesa beEIe; ~ t=€-l...-4
3SBB.l. Witkift aG ~ lIfreto ffte etate Eftergy

ReSBtlpeeS Cefts€,..'atiefl ftflti Develeflffi€flt Gefflffiissiea
8fttn'S'ies ft fl¥6flBseEl flfejeet fe¥ f1::lfl8iRg l:tftasr Htis
€R8flter, fI:te eem,missiafl~fle~if): ftfttl ift;site eefflffl€fll:s
flo6ffl ffte ~ Legislati~'e Bt:leget GefftffiliHee, ffte
Legisl8:HY€ AH81rst, ftftEI Hte DS138Phfl€flt at Fifl8:flee.~
fttneiftg agpeeffieRf fef' tttty flPejeet ffllIY~ elleet:ltee By
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1 tfie eeffiffii~~ien, lIfld fie werlt eft tfie ~rejeet ffl1lY he.
2 eegl:ln 6y tfie ~re~~eeti~'e ftmaing reei~ient tttttH ttt~
3 aG 6tty9 aftet. tflttt nehfie!ltien ftft5 heett ffl!lae.
4 bEG, &, is amended to read:
5 3822.1. (a) Notwithstanding any other provision of
6 law, commencing with the 1984-S5 fiscal year and in each
7 fiscal year thereafter, any revenues not granted pursuant.
8 to Section 3822 remaining in the Geothermal Resources
9 Development Account and any revenues expected to be

10 received and disbursed during the 1984-S5 fiscal year and
11 in each fiscal year thereafter shall be made a part of the
12 Governor's Budget. The State Energy Resources
13 Conservation and Development Commission shall
14 submit to the Legislature by April 1 of each year a list of
15 projects, each selected and prioritized by the State
16 Energy Resources Conservation and Development
17 Commission pursuant to Section 3822.
18 (b) In the case ofunforeseen or urgent projects which
19 the State Energy Resources Conservation and
20 Development Commission wishes to approve but whiCh.
21 are not included in the April 1 budget list required by
22 subdivision (a), the commission may approve those
23 projects after notifying and i1l\?iting comments from the
24 Joint Legislative Budget Committee. Notification shall
25 include a written description of the following: •
26 (1) The necessity 0' 'he project and the reason for the
27 urgency.
28 (2) The reason the project was not included in the list
29 required by subdivision (a) or the reason the project
30 cannot wait until the next list required by subdivision (a).
31 (3) The fiscal advantage~ of the project.
32 (4) The economic impact of waiting until the next
33 submission of the list required by subdivision (a).
34 No funding agreement for any project may be
35 executed by the State Energy Resources Conservation
36 and Development Commission, and no work on the
37 project may be started by the prospective fu.'1ding
38 recipient until at least 30 days after that notification has
39 been made and the terms of this subdivision have beeT)
40 met.

SB 2200
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1 SEC. 4. Section 3823 of the Public Resources Code is
2 amended to read:
3 3823. Revenues disbursed to counties of origin
4 pursuant to Section 3821 and grants or loans made to local
5 jurisdictions or loans to private entities pursuant to
6 Section 3822 shall be expended by the recipient for the
7 following purposes:
8 (a) Undertaking research and development projects
9 relating to geothermal resource assessment and

10 exploration, and direct-use and electric generation
11 technology.
12 (b) Local and regional planning and policy
13 development and implementation necessary for
14 compliance with programs required by local, state, or
15 federal laws and regulations.
16 (c) Identification of feasible measures that will
17 mitigate the adverse impacts of the development of
18 geothermal resources and the adoption of ordinances,
19 regulations, and guidelines to implement those measures.
20 (d) Collecting baseline data and conducting
21 environmental monitoring.
22 (e) Preparation or revision of geothermal resource
23 elements, or geothermal components of energy
24 elements, for inclusion in the local general plan, zoning
25 and other ordinances, and related planning and
26 environmental documents.
27 (f) Administrative costs incurred by the local
28 jurisdiction that are attributable to the development or
29 production of geothermal resources.
30 (g) Monitoring and inspecting geothermal facilities
31 and related activities to assure compliance with
32 applicable laws, regulations, and ordinances.
33 (h) Identifyiag, researching, and implementing
34 feasible measures that will mitigate the adverse impacts
35 of that development or production.
36 (i) Planning, constructing, providing, operating, and
37 maintaining those public services and facilities that are
38 necessitated by and result from the development or
39 production.
40 (j) Undertaking projects demonstrating the technical

•

•
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1 and economic feasibility of geothermal direct heat and
2 electrical gp-neration applications.
3 (k) Undertaking projects for the enhancement,
4 restoration, or preservation of natural resources,
5 including, but not limited to, water development, water
6 quality improvement, fisheries enhancement, and park
7 and recreation facilities and areas.

5B 2200
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February 26, 1990

No. 2200

AME:\IDED 1]\ ASSEMBLY AUGUST 13, 1990

AME:'IiDED IN SENATE MAY 8,1990

An act to amend Sections 3822, 3822.1, and 3823 of, and to
add Section 3809 to, the Public Resources Code, relating to
geothermal resources, and making an appropriation therefor.

Introduced by Senator Nielsen
(Coauthor: Senator Bergeson)

(Principal coauthor: Assembly Member Woodruff)
(Coauthors: Assembly Members Clute, Costa, Filante,

Harvey, and Statham)

SENATE BILL

LEGISLATIVE COliNSEL'S DIGEST

SB 2200, as amended, ielsen. Geothermal resources:
loans.

(1) Under existing law, geothermal revenues deposited in
the Geothermal Resources Development Account in the
General Fund are continuously appropriated for specified
purposes. The Controller is required to disburse 40% of these
geothermal revenues to the county of origin, and the State
Energy Resources Conservation and Development
Commission is authorized to expend 30% of these geothermal
revenues to provide grants or loans to local jurisdictions, as
defined, for specified purposes.

This bill would also authorize the commission to make loans
to private entities engaged in the exploration and
development of geothermal energy, subject to specified
conditions, thereby making an appropriation. The bill would
extend the maximum repayment period on loans from 6 to 20
years.

(2) Under existing law, the State Energy Resources

•
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The people of the State of Cllifomia do enact as follows:

1 SECTION 1. Section 3809 is added to the Public
2 Resources Code, to read:
3 3809. "Private entity" means any individual or
4 organization engaged in the exploration and
5 development of geothermal energy for profit.
6 SEC. 2. Section 3822 of the Public Resources Code is
7 amended to read:
8 3822. (a) Thirty percent of the revenues re::eived
9 and deposited in the Geothermal Resources

10 Development Account shall be available for expenditure
11 by the State Energy Resources Conservation and
12 Development Commission as grants or loans to local
13 jurisdictions or loans to private entities without regard to
14 fisc;'.! years. These revenues shall be held by the State
15 Energy Resources Conservation and Development
16 Commission in the Local Government Geothermal
17 Resources Revolving Subaccount, which is hereby
18 created within the Geothermal Resources Development
19 Account. Loan repayments shall be deposited in the

-2-

Conservation and Development Commission is required to •
submit to the Legislature by April I of each year a list of
projects relating to geothermal resources selected and
prioritized by the commission.

This bill would require the commission to provide
notification, as spe ified, for any unforeseen or urgent
projects which the commission wishes to approve but which
are not included in the April 1 budget list and would prohibit
the commission from executing any funding agreement for
any project until at least 30 days after that notification has
been made.

(3) The bill would authorize the commission to expend up
to $200,000 during the 1990-91 fiscal year from geothermal
revenues to iIll'estigate the cause of steam decline at the
Geysers and for direct technical assistance to local
jurisdictions.

Vote: 2/,. Appropriation: yes. Fiscal committee: yes.
State-mandated local program: no.

SB 2200



1 subaccount and shall be used for making additional grants
2 and loans pursuant to Section 3823.
3 (b) No local jurisdiction shall be eligible to apply for a
4 grant or loan pursuant to this section unless its governing
5 body approves the application by resolution.
6 (c) Each recipient of a grant or loan made pursuant to
7 this section shall establish for deposit of the revenues an
8 account or fund separate from the other accounts and
9 funds of the recipient and may expend the revenues only

10 for the purposes specified in this chapter.
11 (d) The State Energy Resources Conservation and
12 Development Commission shall make grants and loans
13 pursuant to this section irrespective of whether a local
14 jurisdiction is a county of origin.
15 (e) Any of the revenues that are not disbursed as
16 grants or loans pursuant to this section during the fiscal
17 year received shall be retained in the subaccount and
18 may be disbursed as grants or loans pur~uant to this
19 section in succeeding fiscal years.
20 (f) Any loan made under this section shall (1) not
21 exceed 80 percent of the local jurisdiction's costs, (2) bear
22 an interest rate no greater than 8 percent per year, and
23 (3) be repayed together with interest within 20 years
24 from receipt of the loan funds.
25 (g) Any loan made to a private entity under this
26 section shall (1) be matched with at least an equal
27 investment by the recipient, (2) provide tangible
28 benefits, as determined by the State Energy Resource~

29 Conservation and Development Commission, to a local
30 jurisdiction, and (3) be approved by the city, county, or
31 Indian reservation within which the project is to be
32 located.
33 SEC. 3. Section 3822.1 of the Public Resources Code
34 is amended to read:
35 3822.1. (a) Notwithstanding any other provision of
36 law, commencing with the 1984--85 fiscal year and in each
37 fiscal year thereafter, any revenues not granted pursuant
38 to Section 3822 remaining in the Geothermal Resources
39 Development Account and any revenues expected to be
40 received and disbursed during the 1984-B5 fiscal year and

-3- SB 2200
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1 in each fiscal year thereafter shall be made a part of the
2 Governor's Budget. The State Energy Resources
3 Conservation and Development Commission shall
4 submit to the Legislature by April 1 of each year a list of
;) projects, each selected and prioritized by the State
6 Energy Resources Conservation and De\·elopm~nt

7 Commission pursuant to Section 3822.
8 (b) In the case of unforeseen or urgent projects which
9 the State Energy Resources Conservation and

10 Development Commission wishes to approve but which
11 are not included in the April 1 budget list required by
12 subdivision (a), the commission may approve those
13 projects after notifying and inviting comments from the
14 Joint Legislative Budget Committee. Notification shall
15 include a written description of the following:
16 (1) The necessity of the project and the reason for the
17 urgency.
18 (2) The reason the project was not included in the list
19 required by subdivision (a) or the reason the project
20 cannot wait until the next list required by subdivision (a).
21 (3) The fiscal advantages of the project.
22 (4) The economic impact of waiting until the next
23 submission of the list required by subdivision (a).
24 No funding agreement for any project may be
25 executed by the State Energy Resources Conservation
26 and Development Commission, and no work on the
27 project may be started by the prospective funding
28 recipient until at least 30 days after that notification has
29 been made and the terms of this subdivision have been
30 met.
31 SEC. 4. Section 3823 of the Public Resources Code is
32 amended to read:
33 3823. Revenues disbursed to counties of origin
34 pursuant to Section 3821 and grants or loans made to local
35 jurisdictions or loans to private entities pursuant to
36 Section 3822 shall be expended by the recipient for the
37 following purposes:
38 (a) Undertaking research and development projects
39 relating to geothermal resource assessment and
40 exploration, and direct-use and electric generation

SB 2200 -4-
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1 technology.
2 (b) Local and regional planning and policy
3 development and implementation necessary for
4 compliance with programs required by local, state, or

federal laws and regulations.
(c) Identification of feasible measures that will

mitigate the adverse impacts of the development of
geothermal resources and the adoption of ordinances,
regulations, and guidelines to implement those measures.

(d) Collecting baseline data and conducting
environmental monitoring.

(e) Preparation or revision of geothermal resource
elements, or geothermal components of energy
elements, for inclusion in the local general plan, zoning
and other ordinances, and related planning and
environmental documents.

(f) Administrative costs incurred by the local
jurisdiction that are attributable to the development or
production of geothermal resources.

(g) Monitoring and inspecting geothermal facilities
and related activities to assure compliance with
applicable laws, regulations, and ordinances.

(h) Identifying, researching, and implementing
feasible measures that will mitigate the adverse impacts
of that development or production.

(i) Planning, constructing, providing, operating, and
maintaini"g those public services and facilities that are
necessitated by and result from the development or
production.

U) Undertaking projects demonstrating the technical
and economic feasibility of geothermal direct heat and
electrical generation applications.

(k) Undertaking projects for the enhancement,
restoration, or preservation of natural resources,
including, but not limited to, water development, water
quality improvement, fisheries enhancement, and park
and recreation facilities and areas.

SEC. 6. Notwithstanding ilny other provision of law,
an amount not to exceed two hundred thousand dollars
($200,(J()()) may be expended during the 1990-91 fiscal
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1 year by the State Energy Resources Conservation and
2 Development Commission From the revenues available
3 to the commission ?llrsuant to Section 3822 of the Public
4 Resources Code For the purpose oFinvestigating the cause
5 ofsteam decline at the Geysers and For direct technical
6 assistance to local jurisdictions eligible to receive Fundillg
7 From the Geothermal Resources Development Account.

5B 2200 -6-
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An act to amend Sections 3822, 3822.1, and 3823 of, and
to add Section 3809 to, the Public Resources Code, relat­
ing to geothermal resources, and making an appropria­
tion therefor.

LEGISLATIVE COUNSEL'S DIGEST

SB 2200, Nielsen. Geothermal resources: loans.
(1) Under existing law, geothermal revenues

deposited in the Geothermal Resources Development
Account in the General Fund are continuously
appropriated for specified purposes. The Controller is
required to disburse 40% of these geothermal revenues
to the county of origin, and the State Energy Resources
Conservation and D~velopment Commission is
authorized to expend 30% f these geothermal revenues
to provide grants or loans to local jurisdictions, as defined,
for specified purposes.

This bill would also authorize the commission to make
loans to private entities engaged in the exploration and
development of geothermal energy, subject to specified
conditions, thereby making an appropriation. The bill
would extend the maximum repayment period on loans
from 6 to 20 years.

(2) Under existing law, the State Energy Resources
Conservation and Development Commission is required
to submit to the Legislature by April 1 of each year a list
of projects relating to geothermal resources selected and
prioritized by the commission.

This bill would require the commission to provide
notification, as specified, for any unforeseen or urgent
projects which the commission wishes to approve but
which are not included in the April 1 budget list and
would prohibit the commission from executing any
funding agreement for any project until at least 30 days
after that notification has been made.

(3) The bill would authorize the commission to
expend up to $200,000 during the 1990-91 fiscal year from
geothermal revenues to investigate the cause of steam

-2-
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The people of the State of California do enact FS follows:

decline at the Geysers and for direct technic 11 assistance
to local jurisdictions.

Appropriation: yes.

SB 2200-3-

SECTION 1. Section 3809 is added to the Public
Resources Code, to read:

3809. "Private entity" means any individual or
organization engaged in the exploration and
development of geothermal energy for profit.

SEC. 2. Section 3822 of the Public Resources Code is
amended to rea.d:

3822. (a) Thirty percent of the revenues received
and deposited in the Geothermal Resources
Development Account shall be available for expenditure
by the State Energy Resources Conservation and
Development Commission as grants or loans to local
jurisdictions or loans to private entities without regard to
fiscal years. These revenues shall be held by the State
Energy Resources Conservation and Development
Commission in the Local Government Geothermal
Resources Revolving Subaccount, which is hereby
created within the Geothermal Resources Development
Account. Loan repayments shall be deposited in the
subaccount and shall be used for making additional grants
and loans pursuant to Section 3823.

(b) No local jurisdiction shall be eligible to apply for a
grant or loan pursuant to this section unless its governing
body approves the application by resolution.

(c) Each recipient of a grant or loan made pursuant to
this section shall establish for deposit of the revenues an
account or fund separate from the other accounts and
funds of the recipient and may expend the revenues only
for the purposes speCified in this chapter.

(d) The State Energy Resources Conservation and
Development Commission shall make grants and loans
pursuant to this section irrespective of whether a local
jurisdiction is a county of origin.

(e) Any of the revenues that are not disbursed as
grants or loans pursuant to this section during the fiscal
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year received shall be retained in the subaccount and
may be disbursed as grants or loans pursuant to this
section in succeeding fiscal years.

(f) Any loan made under this section shall (1) not
exceed 80 percent of the iocal jurisdiction's costs, (2) bear
an interest rate no greater than 8 percent per year, and
(3) be repayed together with interest within 20 years
from receipt of the loan funds.

(g) Any loan made to a private entity under this
section shall (1) be matched with at least an equal
investment by the recipient, (2) provide tangible
benefits, as determined by the State Energy Resources
Conservation and Development Commission, to a local
jurisdiction, and (3) be approved by the city, county, or
Indian reservation within which the project is to be
located.

SEC. 3. Section 3822.1 of the Public Resources Code
is amended to read:

3822.1. (a) Notwithstanding any other provision of
law, commencing with the 1984-85 fiscal year and in each
fiscal year thereafter, any revenues not granted pursuant
to Section 3822 remaining in the Geothermal Resources
Development Account and .my revenues expected to be
received and disbursed during the 1984-85 fiscal year and
in each fiscal year thereafter shall be made a part of the
Governor's Budget. The State Energy Resources
Conservation and Develop' _nt Commission shall
submit to the Legislature by April 1 of each year a list of
projects, each selected and prioritized by the State
Energy Resources Conservation and Development
Commission pursuant to Section 3822.

(b) In the case of unforeseen or urgent projects which
the State Energy Resources Conservation and
Development Commission wishes to approve but which
are not included i t e April 1 budget list required by
subdivision (a), the commission may approve those
projects after notifying and inviting comments from the
Joint Legislative Budget Committee. Notification shall
include a written description of the following:

(1) The necessity of the project and the reason for the
urgency.

S8 2200 -4-
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(2) The reason the project was not included in the list
required by subdivision (a) or the reason the project
cannot wait until the next list required by subdivision (a).

(3) The fiscal advantages of the project.
(4) The economic impact of waiting until the next

submission of the list required by subdivision (a).
No funding agreement for any project may be

executed by the State Energy Resources Conservation
and Development Commission, and no work on the
project may be started by the prospective funding
recipient until at least 30 days after that notification has
been made and the terms of this subdivision have been
met.

SEC. 4. Section 3823 of the Public Resources Code is
amended to read:

3823. Revenues disbursed to counties of origin
pursuant to Section 3821 and grants or loans made to local
jurisdictions or loans to private entities pursuant to
Section 3822 shall be expended by the recipient for the
following purposes:

(a) Undertaking research and development projects
relating to geothermal resource assessment and
exploration, and direct-use and electric generation
technology.

(b) Local and regional planning and policy
development and implementation necessary for
compliance with programs required by local, state, or
federal laws and regulations.

(c) Identification of feasible measures that will
mitigate the adverse impacts of the development of
geothermal resources and the adoption of ordinances,
regulations, and guidelines to implement those measures.

(d) Collecting baseline data and conducting
environmental monitoring.

(e) Preparation or revision of geothermal resource
elements, or geothermal components of energy
elements, for inclusion in the local general plan, zoning
and other ordinances, and related planning and
environmental documents.

(f) Administrative costs incurred by the local
jurisdiction that are at ibutab.e ta the development or

-5- SB 2200



production of geothermal resources.
(g) Monitoring and inspecting geothermal facilities

and related activities to assure compliance with
applicable laws, regulations, and ordinances.

(h) Identifying, researching, and implementing
feasible measures that will mitigate the adverse impacts
of that development or production.

(i) Planning, constructing, providing, operating, and
maintaining those public services and facilities that are
necessitated by and result from the development or
production.

(j) Undertaking projects demonstrati'1g the technical
and economic feasibility of geothermal direct heat and
electrical generation applications.

(k) Undertaking projects for the enhancement,
restoration, or preservation of natural resources,
including, but not limited to, water development, water
quality improvement, fisheries enhancement, and park
and recreation facilities and areas.

SEC. 6. Notwithstanding any other provision of law,
an amount not to exceed two hundred thousand dollars
($200,000) may be expended during the 1990-91 fiscal
year by the State Energy Resour::es Conservation and
Development Commission from the revenues available
to t e commission pursuant to Section 3822 of the Public
Resources Code for the purpose of investigating the cause
of steam decline at the Geysers and for direct technical
assistance to local jurisdictions eligible to receive funding
from the Ge-othermal Resources Development Account.

SB 2200 -6-
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Governor
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Senate Bill No. 2200

CHAPTER 644

An act to amend Sections 3822, 3822.1, and 3823 of, and to add
Section 3809 to, the Public Resources Code, relating to geothermal
resources, and making an appropriation therefor.

(Approved by Governor September 8, 1900. Filed "lith
Secretary of State September 11, 1990.)

LEGISLATIVE COUNSEL'S DIGEST

SB 2200, Nielsen. Geothermal resources: loans.
(1) Under existing law, geothermal revenues deposited in the

Geothermal Resources Development Account in the General Fund
are continuously appropriated for speCified purposes. The Controller
is required to disburse 40% of these geothermal revenues to the
county of origin, and the State Energy Resources Conservation and
Development Commission is authorized to expend 30% of these
geothermal revenues to provide grants or loans to local jurisdictions,
as defined, for speCified purposes.

This bill would also authorize the commission to make loans to
private entities engaged in the exploration and development of
geothermal energy, subject to speCified conditions, thereby making
an ...ppropriation. The bill would extend the maximum repayment
period on loans from 6 to 20 years.

(2) Under existing law, the State Energy Resources Conservation
and Development Commission is required to submit to the
Legislature by April 1 of each year a list of projects relating to
geothermal resources selected and prioritized by the commission.

This bill would require the commission to provide notification, as
specified, for any unforeseen or urgent projects which the
commission wishes to approve but which are not included in the
April 1 budget list and would prohibit the commission from
executing any funding agrcp.ment for any project until at least 30
days after that notification has been made.

(3) The bill would authorize the commission to expend up to
$200,000 during the 1990-91 fiscal year from geothermal revenues to
investigate the cause of steam decline at the Geysers and for direct
technical assistance to local jurisdictions.

Appropriation: yes.

The people of the State of California do enact as fol/ows:

SECTION 1. Section 3809 is added to the Public Resources Code,
to read:

3809. "Private entity" means any individual or organization
engaged in the exploration and development of geothermal energy
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for profit.
SEC. 2. Section 3822 of the Pnbli" Hesources Codc is amended to

rcad:
3822. (a) Thirl,· pereenl of the re,·cnues reeei,·ed and deposited

in Ihe Geothermal Resources De,·c1opmcnt Account shall be
available for expenditure b,· the State Energy Hesourecs
Conservation and Dc\'t?lopmcnt Commission as grants or loans to
local jurisdictions or loans to private entities without regard to fiscal
ycars. Thes.... revenues shall be held by the State Energy Resources
Conservation and Dc\"e1opment Commission in the Local
Co\'t:'rnIl1cnt Geothermal HeSOUfces Hc\'oking Subaccount. which is
hereby created within the Geothermal Resources De'·elopmenl
..\ccou"t. Loan repanncnts shall be deposited in the subaccount and
shall be used for making additional grants and loans pursuant to
Seclion 3823.

(bi :\0 local jurisdiction shall bc eligible to apply for a grant or
I()~ln pursuant to this sectiun unless its governing body approves the
application by resollltioTl.

(c) Each recipient of a grant or loan made pursuant to this section
shall establish for dcposit of the rC\·enues an account or fund separate
from the other accounls and funds of the recipient and may expend
thc re ~nues only for the purposes spccificd in this ch:·'lter.

(d) The State Energy Resources Conscrnltion and Development
Commission shall make grants and loans pursuant to this section
irrespective of whether a local jurisdiction is a county or origin.

(e) Any of the revenues that are not disbursed as grants or loans
pursuant to this section during thc fiscal '·ear recei,·ed shall be
retained in the subaccount and may be disbursed as grants or loans
pursuant to this section in slicceeding fiscal years.

(f) Any loan made under this section shall (I) not exceed 80
percent of the local jurisdiction's costs, (2) bear an interest rate no
greater than 8 percent per year, and (3) be repayed together with
interest within 20 years from receipt of the loan funds.

(g) Any loan made to a private entity under this section ,hall (I)
be matched with at least an equal investment by the recipient, (2,)
prO\·ide tangible benefits. as determined by the State Energy
Hesources Conservation and Development' Commission, to a local
jurisdiction, and (3) be approved by the city. county, or Indian
reservation within which the project is to be located.

SEC. 3. Section 3822.1 of the Public Resources Code is amended
to read:

3822.1. (ai :\otwithstanding any other prO\·ision of law,
commencing with the 1984-85 fiscal year and in each fiscal year
thereafter, any "'venues not granted pursuant to Section 3822
remainir.g in the Geothermal Hesources Development Account and
any revenues expected to be re....eived and disbursed during the
1984-85 fiscal year and in each fiscal year thereafter shall be made
a part of the Governor's Budget. The State Energy Hesources

Ch 644 -2-
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Consc .'alion and I)p\'e1opment Commission shall submit to the
Legislatur" bv April J of each year alist of projects, each selected and
prioritized by the State FnC'rgy Hcsources Conservation and
OC"clopmc-nl Comrnissioll pllrSU~lIlt to Section 3822.

(b) In the cas" of unforeseen or urgellt projects which the State
Energy Resources Conscryation and Deyelopmcnt Commissioll
wishes to apprm·e but which arc not included in the April I budget
list required by subdivision (a), the commission tlli.\Y appro\'e those
projects after notifying and in\'iting comments from the Joint
Legislative Budget Committee. "\otification shall include a written
description of the following:

(I) The necessity of the project and the reason for the urgency.
(2) The reaSon the project was not included in the list required by

>ubdi,·ision (a) or the reason the project cannot wait until the next
list required by subdivision (a).

(3) The fiscal advantages of the project.
(4) The economic impact of waiting until the next submission of

the list required by subd,vision (a).
'<0 funding agreement for any project may be executed by the

State Energy Resources Conservation and Development
Commission. alld no work on the project may be started by the
prospective funding recipient until at least 30 days after that
notification has been made and the terms of this subdivision have
been met.

SEC. 4. Section 3823 of the Public Resources Code is amended to
read:

3823. Revenues disbursed to counties of origin pursuant to
Section 3821 and grants or loans made to local jurisdictions or loans
to private entities pursuant to Section 3822 shall be expended by the
recipient for the following purposes:

(a) Undertaking research and development projects relating to
geothermal resource assessment and exploration, and direct-use and
electric generation technology

(b) Local and regional planning and policy t1eveloprnent and
implementation necessary for compliance with programs required
by local, stat . or fec!eral laws and regulations.

(c) Identilkation of feasible measures that will mitigate the
adverse impacts of the development of geothermal resources and the
adoption of ordinances, regulations, and guidelines to implement
those measures.

( I Collecting baseline clata ancl conducting environmental
monitoring.

(e) Preparation or re'··sion of geothermal resource elements, or
geothermal components or energy elem"nts, for incl<lSion in the local
general plan, zoning and other ordinances, and related planning and
environmental documents.

(f) Administrative costs incurred by the local jurisdiction that are
attributable to the development or production of geothermal

-~- Ch. 644
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resources.
(g) Monitoring and inspecting geothermal facilities and related

activities to assure compliance with applicable laws, regulations, and
ordinances.

(h) Identifying, researching, and implementing feasible measures
that will mitigate the adverse impacts of that development or
production.

(i) Planning, constructing, providing, operating, and maintaining
those public services and facilities that are necessitated by and result
from the development or production.

U) Undertaking projects demonstrating the technical and
economic feasibility of geothermal direct heat and electrical
generation applications.

(k) Undertaking projects for the enhancement, restoration, or
preservation of natural resources, including, but not limited to, waler
development, water quality improvement, fisheries enhancement,
and park and recreation facilities and areas.

SEC. 6. Notwithstanding any other provision of law, an amount
not to exceed two hundred thousand dollars ($200,000) may be
expended during the 1990-91 fiscal year by the State Energy
Resources Conservation and Development Commission from the
revenues available to the commission pursuant to Section 3822 of the
Public Resources Code for the purpose of investigating the cause of
steam decline at the Geysers and for direct technical assistance to
local jurisdictions eligible to receive funding from the Geothermal
Resources Development Account.

Ch. 644 -4-
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Governor
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SOUBClI Calitornia Energy Commillion
 

Q1Gllti Thi. bill ravi.e. tho California Energy Commieeion'. (CZC) local qovernmenl 
Geothermal Grant and Loan Proqram. 

ANALY't' I Under the Warren-Alquilt Act, the CEC i. re.pon.ible for promoting the 
development of new technologies, including qaOthermal anerqy. 

aeo~he~mal energy •• natural heat from the oarth'. interior, whi~h flow. to tha 
earth' ••urface, r ••ultlng in "hot .pot.", auch a. hoe Iprlnq8, qay.er. And 
voleanoe.. Callforn1a ha the 14r9••~ geothermal c••curee pot.n~~al of any ~.s. 

atate , par~ of whlch La u••d to 9.nara~e ~l.ctrlc power. 

Under federal law. SO ~@r~ent of the monie. r~ceiv@d !rOftl fe4.ral qaothormal 1••••• 
are paid to the 9~a~e where the lea.os 4r loeated. In C41ifornla. ~he•• fund. &~. 

depoaited In the scate'. Geothermal Redourc~. Development ~ccount {CP~~). Tho 
California Leq~91ature {80sco/Keene&i980) pr~vided for thv d1.trlbulten ~t f~~ef·~l 

OROA fund. &8 r')ilQ~s: 40 percent ~o the county of ~ri91n: 30 pereen~ to t.n~ 

Callfornia Parkl~nd and Renewabl Resource. Inv~.tment Fund: and 30 ~re~nt t~ the 
C41ifol'nia Ener'I'! COrM\iIHlIi.on. 

'f'he 1980 leqi9111f.lon <3l90 dlr cted th@ c~C to cr".. to 8 quoth@rmAl !;tant flf""~'1t';1m lhitt 
~6uld prOvidf'? ltl"d~ng to local jUl"l!~d cti~\"l" to de\r~l¢p '1t'cUn:n"mai I" .bufee~. Sl.hn~ 

CONTjNUED 
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1980, the CEC has awarded $17.1 million in GRDA funds to 126 local government 
projects. 

Current law requires the CEC to submit to the Legislature by April 1 of each year a 
prioritized list of GRDA-funded geothermal projects to be included in the budget. 

Current law authorizes the CEC to expand the geothermal program to include loan. a. 
well .s grants, which must be paid back to the CEC within six years. Loan repayments 
are placed in the GRDA account and reloaned to new projects. 

This bill modifies three provisions of the Geothermal Grant and Loan Program: 

1.	 Extend the maximum loan term from six to twenty year., 

2.	 Expand the eligibility criteria to allow grant. and loan. to private entitie•• 
Any such loan mu.t (1) be matched with at least an equal inve.tment by the 
recipient, (2) provide tangible benefit., a. determined by eEe, to a local 
juri.diction, and (3) be approved by the city, county, or Indian re.ervation 
within which the proj.ct i. to be located; 

3.	 R.quire the commi•• ion to provide notification, a••p.cified, tor any untore"'n 
or urg.nt proj.ct. which the commi•• ion wi.h.. to approve but which .re not 
included in the April 1 budg.t li.t and would prohibit the commi••ion trc. 
.x.cuting any funding agr••ment for .ny proj.ct until .t l •••t 30 day. att.r th.t 
notific.tion ha. b••n mad•• 

Comm.nt (ACCording to the Senate Energy and Public Utiliti•• committ...naly.i.) 

Th••~thor introduced this bill on b.half of the eEe. Th. author believ•• that 
modifying the tunding, review and r.p.yment proc••• of the aeoth.cmal Grant and Loan 
Program would give the CZC gr.ater fl.xibility in admini.t.ring the program, and 
ther.by incr•••• the ~ff.ctiy.n••• of the prQ9ram•• 

Th. CZC h•••t.t.d that the curr.nt .lx-year lo.n r.p.yment period i. unr.aaon.bly 
.hort ln light. of the type. of 98Oth.rmal proj.ct. it fund.. According to the CKC. 
even wh.n • 10.n .greement r.qulre. th.t .11 ••ving. or r.venu•• accrued durin9 the 
.1x-y.ar repayment period go ~ovard repaying the 10.n, loc.l government. are oft.n 
unable to recover the entire co.t of larg.r geothermaL proj.ct. within ••ix-y.ar 
perlod. Th. esc bell.ve. th.t expanding the lo.n r.p.ym.nt period to 20 year. would 
incr•••• the likelihood of loan. beinq r.paid, while a1.0 .n.urln9 that loan 
~.c1pl.nt. be91n reaping the ben.fit. of their proj.ct••1 .arly a. po•• ible. 

Th. czc h•••tated that the effectivene•• of the grant and loan prOQr.. could al.o be 
incr••••d if the eilqibi1lt'l crit.ria allowed prlvate .ntitl•• to r.ceive GRDA fund•• 
Th. CEe ha. found that local juri.dlction. oft.n lack the ••perti•• , initlative, 
.t.ff or fund. to carry out geoth.rmal r ••ourc. explor.tion actlvitl•• or development 
pr01ect.. Thl. b1ll would allow the eKe to fund private geothe~l project. whan 
there 1•• tangible benefit to a loc.l ,uri,diction, and vhen they have been approved 
by the city, county, or Indian re••rv.tion within which the proj.~t 18 to be I~.t~d. ! . 

Appropri4tions Y••	 Local I Ho 



SENATE COMMITTEE ON ENERGY AND PUBLIC UTILITIES
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SB 2200 - NIELSEN Hearing date: 4-19-90 
2 

Public Resour~es C0de Appropriations: Yes 2 
o 
o 

SENATE !lbh 2200: 
~ould revi~e the California Energy Commission's (CEC) local 
governmen~ Geothermal Grant and Loan Program. 

BACKGROUND 

Under the Warren-Alquist Act, the CEC is responw.ole for promoting 
the development of new technologies. including geothermal energy. 

Geothermal energy is natural heat from the e~rth'9 interior, which 
flows to the earth's surface, resulting in "hot spots", such as hot 
springs, geysers and volcanoes. California has the largest 
gsothermal resource potential of any U.S. state, part of which is 
used to generate electric power. 

Under federal law, 50% of the monies received from federal 
geother~al leases are paid to the state where the 1ea581 are 
located. In California, these funds are deposited in the state's 
Geothermal Resources Development Account (GRDA). The California 
Legislature (Bosco/Keene-1980) provided for the distribution of 
federal GRDA funds as fallows: 40% to the county of or1g1n; 30% to 
the California Parkland and Renewable Resources Investment Fund; 
and 30% 12 1h! California Energy CommissIon. 

The 1980 1~8illation allo directed the CEC to create a geothermal 
grant prog~am that would p~ovid. funding to local jurisdictionl to 
develop geothermal resource.. Since 1980. the CEC h•• awarded 
$17.1 million in GRDA fundi to 126 local government proj.cta. 

AI !1!Q (HaUler), Chapter 8~1 of 1983, required the CEC to jubmit 
to the Le2islatur~ by April 1 of each year a prioritized liyt of 
GROA-funded geothermal projects to be included 1n the budget. 

§! ~ (Dills), Chapter 1066 of 1984, authori~ed th~ CEC to ~xpand 

the geothermal progra. to in~tude loans a~ well al grantl. which 
mU9t b~ paid back to th~ CEe within slx years. LOin r~p.,m~ntw are 
placed in th~ GRDA a~raunt and relnan~d tu new prnJ~ct5. 

", I '. .. ~ ~ J ','" 



DESCRIPTION
 

SB 2200 would modify three provisions of the Geothermal Grant and 
Loan Program: 

1.	 Extend the maximum loan term from six to twenty years; 

2.	 Expand the eligibility criteria to allow grants and loans to 
priv~~~ ~ntities; 

3.	 Remove the grant and loan program from the legislative budget 
process and instead set up an ongoing project evaluation 
p=ocess. CEC.approved proposals would be reported to th~ 

Department of Finance, Legislative Analyst, and the Joint 
Legislative Budget Committee, with 30 days to comment. After 
30 day~, the funding agreements would be executed and the 
projects begun. 

COMMENTS 

1. The author introduced this bill on behalf of the CEC. The 
author believe~ that modifying th~ funding, review and repayment 
proc~6s of the Geothermal Grant and Loan Program would sive the CEC 
greater flexibility in ad~ini8tering the program, and thereby 
increase the dffectivanes6 of the program. 

Several local govern~ents are opposed to the provision in 
5B 2200 which would allow the CEe to award GRDA funds to private 
entities becau9~ it would reduce the amount of funds available ~o 

local jurisdictions. They indicate that their opposition could be 
removed if the hill were amended to require that applications from 
privat~ entities be approved by the local jurisdiction. The author 
h!! agreed !:.Q ~ .!:M bill !.2 require !.hll any grant 2.! l2!!l l2 ! 
private entltx !h!l1 be approved ~ 1h! ~ county £! Indian 
reservation within ~ !h2 pro1ect !! located. The amend=ents 
will llso Ike gther t chnieal changeH. 

2. The CEC hat 9tat~d thlt th~ current six-year loan repayment 
period is unreBson&bly ghart in light of the typ~s of g~oth~~~l 

proj~cts it funds. A~Cotdin8 to the etC, even When I 10.n 
agreement requires that all s~vlhgs or r~v~nue5 accrued during th@ 
six-year repay~ent period go toward repaying the loan. lo~al 

governments ace otten unable to recov~r the rn,ir~ cout gf larg~r 

geothermal projects vithin a six.year perloJ. The CEC b~liev~s 

that C'xpanding ill !Q.l!!}repayrn~nt pprlod l!! LQ x.~_rg would in,'rea!!le 
thlot l.l.kelihlwcJ of loam; bding rf'paid, while aha ",nduring that IlJlln 
recipients ht'gin reaping the benf:!ffts of thtdr IlL'OjttCUi as eady au 
possiblt? 

3. The ete has fHI'lost'd a ~dilY legi!ilat.ivt' rl:'lIi~w 1~l:'riod 1.!.:' 
replace the ~~ ......!!..dgel ~il'v l!.!0('t»dur_,:,. By l"I'!'lJIUV ing (h~ 

geot.hermal ,;.anl at,t.l Juan prng U I froll f " ann ,'11 It>gilslat,ivt' 
budgt?t proo's,:;. th .. CE believf!s it I lin IlC\lvhl~' mllrt> t iml~ly 1'1;"•• I:nl~ 

tor nlUJli~ptl,'lS" v,H,,'wrmld llr.Ij"("I.', .'r JlIUjl.."tH thaI tlllUI" 

UrlPltflf:'("'t'd "'sts i)nd IH",J immpdio.ll,· a<,:;j~;liHlI". 
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4. The CEC has stated that the effectiveness of the grant and loan 
program c0uld also be increased if the eligibility criteria allowed 
private entities to receive GRDA funds. The CEC has found that 
local jurisdictions often lack the expertise, initiative, staff or 
funds to carry out geothermal resource exploration activities or 
development pCLjects, SB 2200 would allow the CEC to fund private 
geothermal projects when there is a tangible benefit to a local 
j ur isdiction. 

POSITIONS 

California Energy Commission 

Oppose: 

County of Mono 
County of L.ake 
Lake County Office of Education 

KA 
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J • Ho'horable Jim Nielsen I DEPARTMENT AUTHOR BILL NUMBER 

Member of the Senate Finance Nielsen et al. SB 2200 
State Capitol, Room 3063 
Sacramento, CA 95814 SPONSORE BY RELATED BILLS AMENDMENT DATE 

Ca. Energy 
Commission (CEC) 

May 8, 1990 

BILL SUMMARY 

This bill would authorize the CEC to extend its loan program from the Local 
Government Geothermal Resources Revolving Subaccount to private entities for 
specified purposes~ It would authorize the additional use of funds for direct­
use and electric generation technology. It would also extend the loan repayment 
period from 6 years to a maximum of 20 years. The CEC would also be authorized to 
fund unforeseen or urgent projects, after 30 days notification to the Joint 
Legislative Budget Committee. 

SUMMARY OF COMMENTS 

The Department of Finance (DOF) is neutral, fiscally, and defers to the Resources 
Agency regarding the appropriateness of extending the loan program to private 
entities. 

FISCAL SUMMARY--STATE LEVEL 
SO 

Code/Department LA 
Agency or Revenue CO PROP 

Type RV -.JJL 
3360/CEC 

(Fiscal Impact by Fiscal Year) 
(Dollars in Thousands) 

FC 1989-90 FC 1990-91 FC 1991-92 
-----------No Fiscal Impact-----------­

Code 
Fund 

Impact on State Appropriations Limit--No 

POSITION: Department Director Date 

Neutral, fiscal y; 
defer to the Resources ~~;/&;fu 
Agency for policy 

o~ Pri nci pal Anallyst Date Program Budget 
. • (964) Don A. Rascon Diane M. 

M~~ Date 
cummins.\,~ 
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BILL ANALYSIS/ENROLLED BILL REPORT--{CONTINUED) Form DF-43 
AUTHOR AMENDMENT DATE BILL UMBER 

Nielsen et al. May 8, 1990 SB 2200 

ANALYSIS 

A. Specific Findings 

The CEC indicates that providing loans to private entities is necessary because 
local governments rarely have the staff or funds to carry out resource 
exploration activities or development projects or the in-house expertise to 
design, deve op, and operate a geothermal energy system. Since local 
governments have the capabil 'ty of contracting out for services for which they
have no expertise, and to the extent that they have to approve the loans made 
to private entities, the need to change the law to make direct loans to private 
entities for the purposes indicated by the CEC is not apparent to the DOF. 

B. Fiscal Analysis 

The CEC indicates that it would not incur additional costs as the result of 
this bill's provisions. 
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SB 2200
 

Date of Hearing: June 25, 1990 
Fiscal: Yes 
Urgency: No 

ASSEMBLY COMMITTEE ON NATURAL RESOURCES 
Byron D. Sher, Chair 

SB 2200 (Nielsen) - As Amended: May 8, 1990 

Senate Energy & Public Utilities (5-0) (4/19/90) 
Senate Appropriations Rule 28.8 (5/17/90) 
Senate Floor (33-0) (5/25/90) Consent 

SUBJECT:	 GEOTHERMAL RESOURCES: 

SHOULD PRIVATE ENTITIES BE ELIGIBLE FOR ENERGY COMMISSION LOANS 
FOR EXPLORATION AND DEVELOPMENT OF GEOTHERMAL ENERGY? 

DIGEST 

Appropriations. 2/3 vote required. 

Existing law: 

1) Allocates 50% of revenues from federal geothermal leases to the state in 
which the leases are located. 

2)	 Allocates state share of federal geothermal lease revenues as follows: 

a) 40% to the county in which the federal lease is located. 

b) 30% to the Renewable Resources Investment Fund for use in statutorily 
specified environmental programs. 

c) 30% to the California Energy Commission (CEC), for grants and loans to 
local jurisdictions for development of geothermal resources. 

3) Requires the CEC to submit to the Legislature, by April 1 of each year, a 
list	 of projects to be funded using federal geothermal revenues. 

This bill: 

1)	 Makes a private entity eligible for loans from the CEC for exploration and 
development of geothermal resources if:
 

a) The private entity matches the loan with at least an equal investment.
 

b) The loan provides tangible benefits to a local jurisdiction.
 

c) The loan is approved by the local government or Indian reservation
 
within which the project to be financed by the loan is located. 

- continued ­

SB 2200 
Page 1 
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SB 2200 

2)	 Expands the eligible uses of geothermal resource loans to include research 
into direct-use and electric generation technology. 

3)	 Authorizes geothermal loans to be made for a period of 20 instead of 6 
years. 

4)	 Authorizes the CEC to fund unforeseen and urgent projects using federal 
geothermal revenues 30 days after notifying the Joint Legislative Budget 
Committee. 

COMMENTS 

Background. According to the CEC, this measure is intended to broaden the 
existing geothermal resource grant and loan program. Since 1980 the CEC has 
awarded $17.1 million for 126 local government projects pursuant to this 
program. The changes proposed by the bill respond to problems and needs 
identified by the CEC from its experience in running the program. 

CEC proposes a twenty-year loan repayment period because the present six-year 
repayment requirement is unrealistic in light of the revenues which geothermal 
projects generate. 

The	 CEC also asserts that reliance on local governments to develop geothermal 
resources is unrealistic where those local governments are small and 
unknowledgeable. In response to local government concerns, the CEC has 
amended the measure to require that loans to private entities must benefit 
local jurisdictions and receive local government approvals. 

The CEC has asked for an alternative method of legislative oversight of the 
loan program to enable the agency to respond quickly to desirable and urgent 
proj ects. 

SOURCE:	 California Energy Commission 

SUPPORT:	 Geothermal Resources Association 
Lake County 
Mono County 

OPPOSITION:	 None on file 

Paul Thayer SB 2200 
445-9367 Page 2 
6/25/90:anatres 
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SB 2200 (Nielsen) 
8/8/90 

ASSEMBLY WAYS AND MEANS COMMITTEE
 
REPUBLICAN AN~YSIS
 

SB 2200 (Nielsen) -- GEOTHERMAL RESOURCES: LOANS 
Version: 5/8/90 Vice Chairman: Bill Baker 
Recommendation: Support Vote: 2/3 

Summary: Expands an Energy Commission geothermal energy 
development program to allow for loans to private entities. 
Extends the maximum repayment period on loans from 6 to 20 years. 
Requires the Commission to provide notification to the 
Legislature of any unforeseen or urgent projects which the 
Commission had not included in their annual project 
prioritization list; prohibits the Commission from executing any 
funding agreement until at least 30 days after notifying the 
Legislature. Fiscal effect: Annual revenue loss of probably 
less than $250,000 beginning in 1991-92 to the Geothermal 
Resources Development Account from extending the loan repayment 
on geothermal loans from six to 20 years. 

Supported by: Calif. Energy Commission (sponsor); Geothermal 
Re~ources Assn.; Lake County; Mono County. Opposed by: Unknown. 
Governor's position: Unknown (DOF is neutral). 

Comments: Under current law, the Energy Commission receives 30% 
of the state's share of federal geothermal lease revenues. The 
Commission is allowed to use that money for grants and loans to 
local jurisdictions only. This bill simply allows the Commission 
to provide loans to private companies as well, and allows for a 
20 year repayment period for loans. 

The Commission argues that many local governments do not have 
the expertise to be running geothermal projects. The bill does 
not give the Commission any more money for this program; it 
simply gives the Commission more flexibility in how it divides 
the money up. 

Senate Republican Floor vote -- 5/25/90
 
(33-0) Ayes: All Republicans present and voting
 

Assembly Republican Committee vote
 
Nat. Res. -- 6/25/90
 

(11-0) Ayes: All Republicans
 
Consultants: Bill Lewis/Shannon Hood
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ASSEMBLY WAYS AND MEANS COMMITTEE
 
REPUBLICAN ANALYSIS
 

SB 2200 (Nielsen) -- GEOTHERMAL RESOURCES: LOANS 
Version: 5/8/90 Vice Chairman: Bill Baker 
Recommendation: Support Vote: 2/3 

Summary: Expands an Energy Commission geothermal energy 
development program to allow for loans to private entities. 
Extends the maximum repayment period on loans from 6 to 20 years. 
Requires the Commission to provide notification to the 
Legislature of any unforeseen or urgent projects which the 
Commission had not included in their annual project 
prioritization list; prohibits the Commission from executing any 
funding agreement until at least 30 days aft.er not~ing the 
Legislature. Fiscal effect: T:fflk~~0J 
Supported by: Calif. Energy Commission (sponsor); Geothermal 
Resources Assn.; Lake County; Mono County. ~ed by: Unknown. 
Governor I s position: unknown{])ot- Ld (ljV.A...~ ) 

Comments: Under current law, the Energy Commission receives 30% 
of the state's share of federal geothermal lease revenues. The 
Commission is allowed to use that money for grants and loans to 
local jurisdictions only. This bill simply allows the Commission 
to provide loans to private companies as well, and allows for a 
20 year repayment period fort~oBe loans. ~~is 6eems-reasonabl~ 

iV-the Commission argues that many local governments do not have the 
expertise to be running geothermal projects. The bill does not 
give the Commission any more money for this program; it simply 
gives the Commission more flexibility in how it divides the money 
up. 

Senate Republican Floor vote -- 5/25/90
 
(33-0) Ayes: All Republicans present and voting
 

Assembly Republican Committee vote
 
Nat. Res. -- 6/25/90
 

(11-0) Ayes: All Republicans
 
Consultants: Bill Lewis/SU
 



Legislative Analyst 
July 9, 1990 

ANALYSIS OF SENATE BILL NO. 2200 (Nielsen)
 
As Amended in Senate May 8, 1990
 

1989-90 Session
 

Fi sca1 Effect: 

Cost: None. 
.t"'------­Revenue:	 Annual revenue loss of probably less 
than $250,000 beginning in 1991-92 to 
the Geothermal Resources Development 
Account from extending the loan I
repaYment on geothermal loans from six 

~to 20 years. ) 
---~ 

------------~ Analysis: 

This bill makes various changes to the Geothermal 
Grant and Loa Program administered by the California 
Energy Commission (CEC). 

Under eXisting law, federal geothermal lease 
revenues [Geothermal Resources Development Account 
(GROA) funds] are deposited in the GRDA in the General 
Fund. Thirty percent of these revenues are appropriated 
to the CEC to provide grants and loans to local 
jurisdictions to develop geothermal resources. 

Specifically, this bill makes the following 
changes to the Geothermal Grant and Loan Program: 

• Extends the loan repayment period from six to 
20 years; 

• Authorizes loans to the private sector if (1)
they are matched by at least equal invest­
ments in private funds, (2) are determined by 
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the CEe to provide "tangible benefits" to the 
local jurisdiction and (3) are approved by 
the local government where the project is 
located; 

•	 Authorizes the CEC to fund geotharmal 
research and development projects; 

•	 Allows the eEC to approve nforeseen or 
urgent projects that are not budgeted with 
3D-day notification of the Joint Legislative 
Budget Committee. 

Fiscal Effect 

This bill would not result in any new state 
costs. 

Reven es. This bill would result in an annual 
revenue loss of probably less than $250,000 beginning in 
1991-92 to the GRDA from extending the loan repayment on 
geothermal loans from six to 20 years. In the near 
term, extending the loan repayment period would reduce 
loan repayments by probably less than $250,000 
annually. In the longer term, these losses would be 
substantially offset by future loan repayments. In 
addition, extending the repayment period could reduce 
loan defaults further increasing future loan repayments. 

73/s2 
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