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DISCLAIMER

This report was prepared as an account of work sponsored by an
agency of the United States Government. Neither the United States
Government nor any agency Thereof, nor any of their employees,
makes any warranty, express or implied, or assumes any legal
liability or responsibility for the accuracy, completeness, or
usefulness of any information, apparatus, product, or process
disclosed, or represents that its use would not infringe privately
owned rights. Reference herein to any specific commercial product,
process, or service by trade name, trademark, manufacturer, or
otherwise does not necessarily constitute or imply its endorsement,
recommendation, or favoring by the United States Government or any
agency thereof. The views and opinions of authors expressed herein
do not necessarily state or reflect those of the United States
Government or any agency thereof.
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November 17, 1977

- Mr, Herbert Rogers, Jr., President

Rogers Engineering Company, Inc.
Engineers & Architects T

-~ 111 Pine Street RIS e
" San Francisco, CA - 94111

Dear Herb:

With the enactment of the Geothermal Energy Research, Devel-
opment, and Demonstration Act of 1974, the Federal government is
seeking to encourage the commercial development of geothermal
energy by the minimization of financial risks through a loan guar-
antee program. The regulations implementing this loan guarantee
program are now effective.

The Bank of Montreal (California) and Merrill Lynch, Pierce,
Fenner & Smith have joined forces to offer this financing program
to those interested in the production of energy from geothermal
sources. We have combined our knowledge of the administration of
government programs and our financial capabilities in order to
provide you with the necessary experience to expedite the process-
ing of a loan guarantee application and to offer a loan structure
that best meets your requirements.

We are looking forward to assisting you in the development of
alternative sources of energy. '

_Sincerely,

_'(Jz;;:_ . ;5 ,‘mL(;Z,f,,

Wiliiam W. Moore

John H. 'Woods

v Vice President ~ Vice President
Bank of Montreal (California) Merrill Lynch, Pierce, Fenner & Smith
' ' : ‘ Incorporated
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INTRODUCTION

Presently the U.S. imports a large proportion of its petroleum re-
quirements. This dependence on foreign petroleum has had a major
impact on our economy. As a result, the Federal government is
sponsoring programs to offset this foreign reliance by conservation
of oil and gas, conver51on of petroleum usxng facllltles to coal

and nuclear energy and the development of alternate sources of en— ’

'ergy. One of the most acceptable alternate resources is geothermal

It offers an environmentally sound energy resource, can be developed
at reasonable cost in comparison to other forms of energy and has a

long term production capacity.

On September 3, 1974, the Geothermal Energy Research Development
and Demonstration Act was enacted to further the research, develop-
ment and demonstration of geothermal energy technologies. ‘This

Act also established the Geothermal Loan Guaranty Program to assist
in the financing of geothermal resource development, both electri-
cal and non-electrical. The highlights of that Guaranty Program

are detailed in the following sections of this brochure.

The Congress has demonstrated their de51re for the development of

_geothermal energy, and the Bank of Montreal (Californla) and

VMerrlll Lynch, Plerce, Fenner & Smlth have JOlned forces to" faczll-'f

tate the growth of the geothermal industry by offering speclallzed

financing under the Geothermal Loan Guaranty Program.
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PURPOSE:

OBJECTIVES:

. ELIGIBLE
LOANS :

——en

QUALIFIED
BORROWER:

: resources and to develop
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GEOTHERMAL LOAN GUARANTY PROGRAM
" HIGHLIGHTS

Produce,,With environmentally acceptable proc-

esses, useful energy from geothermal resources.

To encourage and ass1st the private and public

ssectors to accelerate development of geothermal

; rmal borrower - lend-
er relationships Without the need for continued -

government a551stance.

Geothermal guaranteed loans can be made for the

'~ following purposes:

1) Evaluation of the commercial potential
of the resources.

2) Research and development of extraction
and utilization methods.

3) Acquisition of rights in the resources.
4) Construction and operation of facilities

for the production of energy from the
resources.

Any private or public entity that has an inter-

_;est;inngeothermelxproduction-incluoingg SN

1) Property owners

2) Developers'

3) Utilities

4) . Equipment suppliers

5) Pﬁrchasers of electric energy

6) Non-electrical developers and users of
geothermal resources.




LOAN
AMOUNT:

LOAN TERM:

" INTEREST
RATE:

COLLATERAL:

OUTSIDE
GUARANTEES :

LOAN FEES:

DOCUMENTATION:

" OTHER FEATURES:

B-2

$25 million per project and $50 million per bor-
rower.. The loan can equal 75% of the total pro-
ject cost. Borrower's equity can be represented
by existing project cost or market value, and re-
quired new equity can be contributed during the

life of the project.

| Up to 30 years

. Negotiable between borrower and lender, subject

“to approval by ERDA. The rate can be floating

or fixed, or a combination of both.

Only those assets essociated with the project.

None.

Negotiable between borrower and lender. ERDA

levys an annual user charge computed as a per-

centage of the loan guaranty  amount.

Loan and security agreements and reports nor-

mally associated with a project loan..

r@Refer~tb;the reQulationsvunder.part-Erof:this-

brochure.
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BORROWER'S BENEFITS

The Geothermal Loan Guaranty Program offers many benefits tb the

borrower, whether it be a development company, a public or private

utility, an industrial user of the electric energy, or a developer

and user of the geothermal resource for a non-electrical applica-

: 3ihé ﬁajog;Benefi£é are:

2)

3)

Ctdom... o

" A borrower's annual capital allocation to geothermal

: development can be expanded three times by utilization

of the Loan Guaranty Program as the loan can be 75% of
the total cost of a geothermal project. This leveraged
financing can enhance the company's profitability and

accelerate their geothermal development program.

The loans are non-recourse and the only risk capital re-
quired of thé borrower is their 25% capital contribution

to the geothermal project.

Financing can be for terms up to thirty years with inter-
est rates fixed and/or floating rates which average

slightly above long term United States Government Securi-

. ties rates.

4)

5)

In the event of a default, the only assets that the
government would generally look to under the guaranty are

those assets associated with the project.

Admittedly, when dealing directly with government, there




c-2
appears to be an abnormally high amount of red tape, but
under a government loan guaranty brogram, this red tape
is lessened because of the borrower's direct negotiation
with the lender. 1In case of the Geothermal Loan Guaranty
Program through the eXpertise of the Bank of Montreal
(California) and Merrill Lynch, Pierce, Fenner & Smith,

_ a company can keep that red tape to a minimum.







§ 183.2

" PART 790—GEGTHERMAL ENERGY RE-
SEARCH, DEVELOPMENT, DEMONSTRA-
TION AND PRODUCTION

. Subpart A~—General Provisions
Sec. : .

790.1
79502
790.3
7904
7905
790.6
1790.7
790.8
790.9

790:19

Purpose.
Objectives.
Effective date.
Eligible loans and priorities.
Definitions,
Loan guaranty criteria.
Interest assistance.
Default payment.
Period of guarantees and interest
assistance.
Information for Governots.
Subpart B~~Applicatitons
Flling.
Supporting information.
Project cost fllustrations.
Environunental considerations.
Mandatory purcnase of flood {nsur-
. ance. -

ASubpart C—Sewlclng and CIoslng

Loan servicing by tender,

User charge.

Geothermal Resources Development
Fund.

Projent mounlitoring.

Loan disbursements by lender,

790.20
79021
790.22
79023
790.24

" 79030
750.31
79032

790.33
790.34
790.35
790.36
790.37
790.38

Withdrawal of guaranty.,
Default-and demand.
Preservation of collateral.

'790.43

:§ 790.3 Efective date,

Satisfactory documentary evidence.

Tiile 10—Energy

3.

T35
790.40
790.41
790.42

Treatment of payments.

Assignment and {ncontestabtlity,

Survival of guaranty agreement.

Security with respect to borrowesr's
assets.

Other federal assistance.

Paten: and proprietary rights.

Closing.

Suspeusion, termln'mon. or cancella-
.. tion of operatfons or production on
Pederal land administered by the
Secremry of t‘u lnurlor

79047 "Appeals, -

Amuonn‘\" Sec. 105(3) of the Energy Re-

700.44
790.45
790.46

“organization Act of 1971, Pub. L. 93—$38; Title -

1I of the Geothermal Erergy Rescarch, Di-
velopnient, und Demonstration Act of 1974,
Pub. L. 93-410; E.O. 11834 dated January 15,
1973.

Source: 41 FR 21433, May 26, 1976, unless
otherwise noted.

Subpart A—General Provisions
§ 790.1 Purpose.

The purpose of this regulation is to
set forth policies and procedures under
which lenders may obtain « Federal guar-
anty on loans related to the commercial
development of practicabie means to pro-
duce, with - environmentally accertable
processes, useful energy from gothermal
resources.

§790.2 Objectives.

" The objectives of the Federal geother-

mal loan guaranty program are: (a) to

encourage and assist the private and pub-

lic sectors to accelerate developme'.t of
geothermal resources with environmen-

tally acceptable processes by enabling the

Administrator ‘of ‘the Energy Re-

search and Development Administration

(ERDA), in the exercise of reasonable

judgment, to minimize a lender’s finan-

cial risk that is associated with the in-

troduction of new geothermal resources

and technology; and, (b) to develcp nor-

mal borrower-lender relationships which

will in time encourage the flow of credit

so as to assist in the development of geo-

thermal resources without t.h° need Icrv
Federal assistance. .

This regulation is eﬂecuve June 25,
18176.

§ 790.4 FEligible loans and prioritics.

(2) The Administrator may enter into
agreements to guaranty lenders against
the loss of principal and accrued interest
on loans made by such lendcrs to quali-

620




Chapter Wl—Energy K’esepr:h and Development Administration: §79c.s

fied borrowers Any such agreements
shall be made subject to the application
of priorities and preferential considera-
tions for guarantees as sct forth in para-
graph (b) of this section and subject to
criteria in § 790.6. Such agreements can
be entered into only for the purposes of:
© 41 Determination and evaluation of
the commercial potential of geomermal
resources; )
(2) Research ¢nd de»elopmcnt. with

_‘respect to geothermal extraction and uti- -

lization technolagices. including but not

limited to the mitization of adverse en- -
- vironmental effécts;

(3) Acquisition of rlghts in geotherm'll
resources; or,

4) Devclopment construcr.ion and
operation of equipment or facilities for
the demonstration or commercial pro-
duction of energy ‘e.g.. electric power,
industrial or agriculiural processes, or
space heating) ' from geothermal re-
sources.

(b)» In complying with the objectives
of the Federal geothermal loan guaranty
program, the Administrator will give

first priority consideration to those ap-.°

plications for prejects having a plan of
operations which show promise of quickly
resulting in the development of useful
energy from geothermal resources. Sec~
ond priority consideration will be given
to those applications for projects de-
signed to demonstrate or utilize new
technological advances or engage in the
production of advanced technology com-
ponents. Third priority will be given to
projects that will demonstrate or exploit
the commercial potential of new gec-
thermal resource areas. The Administra-
tor will give lower consideration to ap-
plications involving projects that ini-
tially propose geological and geophysical
exploration, or the acquisition of land or
leases. Within each category of priority

- as described herein, the Administrator
-will give preferential consideration - to

those applications in which the lender is

" providing & paortion of the loan for which

2 guaranty is nnt requested. Additional
preferential consideration within each

_ priority category will .be given to those
‘applications involving, (1) projects from
“which the Federal government will re-

ceive royalty payments, and (2) projects
to be carried out by small public and pri-
vete utilities and small independently
owned and operated businesses.

‘te) ‘A loan application which meets a
lender's standard without a Federal

“guaranty will be regarded by the Admin-

istrator as not eligible for a loan guar-
anty under this regulation. No loan shau

be guaranteed if the income from such.

loan or the income from oblications is-
stied by the holder of such loan is ex-

. cluded fromn gross income for the pur-

poses of Chapter I of the Internal Rev-
enue Code of 1954. In addition, a project
which is devoted exclusively to the ex-
traction or production of geothermal by-
products. as defined in § 790.5:b), or is
devoted exclusively to the desalination of

- geothern:al brines will be regarded by the

Administrator as not eligiblé for a Fed-
eral loan guaranty under this regulation.

§790.5 Deﬁmnom. =
For purposes of this regh!atlon'

(2) “Geothermal resources” means «1).--

ull products of geothiermal processes, ems
bracing indizenous steam, geopressured
fluids. hot water, and brines, +2) steam
and otHer gases, hot water and hot brines
resulting from water. gas, or other fluids
artificially introduced into geothermal
forinations, and (3) any byproduct de-
rived from them;

th) “Byproduct” means anv mineral or
minerals or gases which are found in
solution or in association with geother-

 mal or geopressured resources and which

have a valué of less than 75 percent of
the value of the geothermal steam and
associatéd geothermal resources or ure
not, because of quantity, quality. or tech-
nical difficulties in extraction and pro-
duction, of sufficient value to warrant
extraction and production by themselves:

(e¢) “Administrator™ means the Ad-
ministrator of the U.S. Energy Research
and Development Administration
+ERDA) or a representative authorized
by the Administrator;

(d) “Manager” means the Manager of
ERDA's San Francisco Operations Office,
1333 Breadway, Oakland, California
94616, 0r a represent:mve authorized by
the Manager; .

(g) “Lender” means any legal entity
formed for the purpose of or engaged

- in the business of lending hioney and
having the capability of servicing the .
loan._ Exaiaples of lenders: inciude, but
“.are not limited to, commercial banks.

savings and loan instituuons. insurance
companies, factoring companies, invest-
ment banking organizations, institu-
tional investors, partnerships. venture

capital invesiment companies, trusts, in- .

dividuals, or entities designated as trust-
ees acting on behalf of bundholders or
other lenders;
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§ 190.6 o ~ firle Y—Energy .

(f) “Qualified borrower” tnereinafter
referred to as the borrower) means any
public or private ageéncy, nstitution.

joint venture, limited partriership,:as- -

sociation, cooperative, partnership, cor-
poration. individual, political subdivi-
sion, or other legal entity having au-

_thority to enter into a loan agreement.

Examples of borrowers include, but are
not-limited to, leaseholders, landowners,

(g) A “loan™ is a1 obligation involving
a borrower and a lender. evidenced in
writing, making available to the borrower
money at a specified rate of interest for
& ltmited period -of time. The loan in-
strument may not be capable of conver-
sion inte an equit.y relationship with me
borrower;

(hy “Project” means an undertaking
by the borrower whicih when completed
will result in an {dentifiable product, sys-
tem. major component or study for
which a markel potentially exists. Ex-
amples of a project include, but are not
limited to, test and production well
drilling, power plant construction, equip-

* ment manufacturing, research and devel-

opment, construction -of transmission
linesfrom a geothermal power plant, and
other ventures to utilize geothermal heat
to serve as an energy source ror nonelec-
tric applications, such as crop drying and
greenhousing;

() A “small public or private elqctric
utility, including its afiliates”. is, as pro-
vided in 12 CFR 121.3-10(d) (11), a busi-
ness concern primarily engaged in the
generation, transmissior and/or | dis-
tribution of eleciric cnergy for sale whose
tofal electric output for its preceding
fiscal year did not exceed four million
megawatt-hours; and.

(' A “small business, including its
afiliates”, is, as provided in 13 CFR

© 121.3-11(a), a concern which is inde-
. pendently owned and . operated, is not
- dominant in its ficld of -operation, does .
* not have assets excecding $9 million, does

not have net worth in excess of &4 mil-
lion, and does not have an average net

. income, after Federal income taxes, for

the preceding two years in excess of
$400,000 (average net income to be com-

“puted without benefit of any carryover

loss).

© § 790.6 .Loan guaranty criteria,

In addition to meeting the require-
ments for eligibility set forth in §790.4 .
1a), o guaranty may be made only ‘it
the following conditions are met as de-
termined by the Administrator upon the .
written recommendation by the- \Ian- )
ager: .
fa) The application Is signed by an- .

public end piivate eclectric utilives, - authorized official of the lerder.and the

reservoir developers, drillers, suppliers, -
* ecomponent and.- equipment manufac-

- turers, research and development firms,
- engineers, patent holders, and licensees;

borrower; .
(b) The loan ls to be made toa quan-
fied borrower; -

" t¢) Except as provided in $ 790 43 the
guaranty as to principal shall apply only
tn so much of the principal amount of
the loan as does not exceed 75 percent of
the estimated aggregate cost of the proj-

ect with respect to which the loan is - ‘

made. However, there is no prohibition
against the guaranty being equal to 1005
of the loan to be made by the lender:

(d)» The lender has set forth reasons
why the loan would not be made to the
borrower without a Federal loan
guaranty; -

te) There is satisfactory evidence
demonstrating that the lender is com-
petent to. administer loan terms and
conditions. and is competent to admin-
ister terms ~and ccnditions' in  the
guaranty agreement that are applicable
to the lender; .

(f» When the maximum permissible.
guaranty is requested as provided in
paragraph ¢c) of this section, the lender
has set forth those reasons it is unwilling
to undertake a loan having less than the
maximum permissible guaranty so as to
permit the Manager to evaluate whether
the preferential consxderatlon provided
in § 790.4¢b) is applicable: -

(g) The loan bears interest at a rate:
nut to exceed an annual percent on the

- principal obligation outstanding as the

Administrator dc‘ermines, in consulta-

- tion with the Secretary of the Treasury.’

to be regsonable, taking Into account the .

- range of interest rates and lending prac-"".

tices, prevailing in the private sector for =

~similar Joans and. risks by ‘the United
States. Howevér, it 15 expected that the ~*

borrower and lender will negotiate 2 mu~ -

“tually acceptable interest rate that rec~

ognizes the benefits to the lender from 8
Federal guaranty:

(h) The terms of such loan requlre full
repayment over a period of no more than
thirty years, or no longer than the ex-
pected average useful life of any major
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Chapter lll—Energy Research and Development Administraiian

physical asset to be financed by such
loan, whichever is less, as determined by
the Administrator.

(f) The amount of the loan together
with other funds available to the bor-
rower will be sufficient to carry out the
project;

1§) There is reasonable assurance ot
-payment of interest and repayment of
“the guarantecd portion of the loan by

the qualified borrower, such as evidence

that there exists or will exist a market
-for the project’s product or results that
“"1s sufiicient to enable the borrou er to-re-
.. pay the loan; .

tk) The amount of a g.aamnty for any'

loan for 2 project does not exceed $25.-
000,000; .
(O The total dollar amount of guar-
‘antees made under this regulation for
any ccmbination of outstanding loans to
any single qualified borrower does not ex-
ceed $50,000,000:

(m) The project is to be performed in
the United States, its territories or pos-
sessions, or on property owned or leased
by the United States outside the United
States, its territories or possessions;

(n)Y The project is techniczally feasible
and uses enviromnentally
processes;

(o) There is sufficient evidence, such
as is provided in a plan of operations..

that the borrower will initiate and com-
. plete the project in a timely and efficlent
manner;

{p) There is a sufliciency of encourag-
ing geophysical, geological. hydrological
and geochemical data;

(q) The borrower agrees to make
available on a timely basis any téchnical
or economic information as specified in
the guaranty agreement, and, subject to
provisions In § 790.33 and § 790.20(b)
tihy, further agrees to the use of such in-
formation for public dissemination pur-
poses:

(r) There is satisfactory evidence ot
the borrower’s interest in geothcrmal re-
sources; -

(s) There is saustact.ory evidence that ‘
. the borrower is capable of completing ;he 5

project. in an acceptable manner;

" .(t) The project, whether conducted on
Federal, State-owned, or private land,
will be carried out with full regard to the
use of environmentally acceptable proc-
esses in such 2 manner as to mitigate ad-
verse environmental impact to the maxi-
mum extent practicable;

acceptable -

§790.8

tu) The environmental risks of the
projest have heen evaluated in accord-
ance with § 790.23;

(v) The terms and conditions set forth
in the loan agrecment are acceptable to
the Administrator: and,

(w) The btorruwer and any non-guare
anteed lender agree in writing that: (1)

- The terms and condijtions set forth in a <

non-guaranteed loan agrecment relating -
to.the project shall be acceptable to the .

"Administrator, and (2 the non-guaran-

teed loan shall be subordinate w the -

- guaranteed loan.

§ 790.7 . Intcrest assus_lancc.

With respect to any loan guaranteed
pursuant to this regulation, the Manager
may enter into an interest assistance
contract with the borrower to pay. and
to pay the lender for and on behalf of
the borrower the interest charges which
become due and payable on the unpaid
balance of any such loan if the Manager
finds: !

(@) ’rhat. the borrower is unable to’
meet interest charges, and that it is in
the public interest to permit the bor«
rower to continue to pursue the purposes
of the project, and that the probable net
cost to the Federal government in paying
such interest will be less than that which
would resuit in the event of a default:

(b) The amount of such interest
charges which the Manager is author- |
ized to pay is no greater than the amount

"of interest which the borrower is obli-

gated to pay under the loan agreement;
and
(¢) The borrower agrees to repayinent

" of interest charges paid by the Federal

government including the payment of
interest on such charges at an annual
rate to be set by the Manager in con-
sultation with the Department of the
Treasury and stated in the interest as-
sistance contract. and to the payment of
any deferrec user charge provided in
£790.31<b).

§ 790.8 : Dcfnu!t payment,

In the event of any defauit by 2 bor-
rower in  making & payment in actord~

" ance with the loan agreement with re-

spect to any loan guaranteed pursuant
to this regulation, and except as pro- .
vided in £ 790.7, the Administrator will,
as provided in §790.37, authorize the
Manager to make payment of principal
and accrued interest in accordance with
the guaranty. Thereupon, the Attorney
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539095 | Title 10—Energy

Generz! cf the Vnited States shall take
such action as may be appropriate to re-
cover the amounts of such payments (in-
cluding any payment of interest under
£ 790.7) from such assets of the default-
ing borrower as are associated with the
project, (includirig patent snd propri-
etary rights resulting from the project as

provided in § 790.44) or from any other.
surety or security bong by or included in - -
7 the terms of the guaranty. Any recovery-

" achieved by the Attorney General which

exceeds the amount paid te the lender

in accordance with the guaranty agree- - )

ment ~or - interest .assistance - contract
shall be returned to the borrower, unless
the guaranty agrecment provides other-
wise.

§790.9 Period of guarantces and inter-

st assistance.

‘No loan guaranty agreements will be
made or interest 2ssistance contracts en-
tered into after September 3, 1984,
Guaranty agreements in effect at that
time will continue until the term of the
loan is completed or until the guaranteed
portion of the loan is repaid in full with
accrued interest, whichever occurs first.
Interest assistance contracts in effect
on ‘September 3, 1984, will remain in
effect thereafter until the contract term
expires or the contract is terminated in
gccordance with its provisions.

§ 790.10 Information for Governors,
“The Administrator will, as appropri-

até, meet with Governors of directly af- -

fected States. regional associations of
Governors, or heads of State agencles
and commissions responsible for energy

or environmental matters for the pur- -

poseof:
(a) Discussing the status of projects

guaranteed under this regulation;
(b) Identifying means to remove or

" mitigate lepal and regulatory harriers to

the accelerated use of geothermal re-

sources; or .
{c) F\aluating plans to encoumge :
growth in the geothermal industry s

" Siibpart B-—Apphcaluons

- §790.2G  Filing.

(2) An application for a loan guar-
anty made under this regulation must be
signed by the prospective borrower and
lender or their authorized representa-
tives and jointly submitted to the Man-
ager who is respounsible: for processing

the application. Information regarding
the filing of applications ma, be obtained
from the Manager.

(b) (1) Prior to receipt of a guaranty
application, the Manager is authorized to
conduct preliminary discussions with
prospective lenders or borrowers wish-
ing to obtain information or advice re-

garding.ehgibility for a loan guaranty .~ -

'and compliance with filing instructions, - - -
including the submission- of aupporunz'-f e

“informatiorn as fllustrated in §790.21. %«

42) Subject to requirements of law .
and this regulation, trade secrets, com-:
mercial and finarcial infor mation geo-
logical. geophysical and geographical in-
formation and data (inciuding maps)
concerning wells which the bLorrower
makes available to ERDA during the pre-
liminary discussion or at any other time
throughout the duration of the project
on a privilezed or confidential basis, will
be so treated by ERDA and will not be
pubticly disclosed without the prior writ-
ten approval of the borrower. In order to
assist ERDA in carrying out this provi-
sion. information. deemed by the bor-
rower or lender to fall within one of the
foregoing categories shall be identified
and appropriately marked by the bor-
rower or the lender.

fcY A guaranty application may be
submitted for a project that is divided
into stages or milestones which are uti-
lized as the basis for assessing the prac-
ticability of proceeding to a subsequent
phase. However, in the event of failure
to proceed to a subsequent phase, the
Government's liability, under the guar-

- anty agreement, will extend oniy to the

amounts disbursed by the lender and
approved by the Manager as provided in
$ 790.34.

§ 790.21 - Supporting informaution.

“¢a) The lender and borrower shall
provide {nformation in support of the
application such as prescribed by the
Manager. The following items illustrate
the range of information which may be
needed, (dependent upon the type. com-
plexity and cost of the project) so as-to

=" - enablé the Nlanager to prepare a recoti-

mendation for the Administrator’s de-
{ermination. as provided in § 79C.6.

(1) Full description of the scape. na-
ture, extent and location of the pro-.
posed project;

(2) A written affirmation by the lpndcr
supporting the necessity for a Federal
loan guaranty;
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Chapter ll—Energy Rescarch and Development Administration

(3) Evidence of the borrower's pre-
vious and current interest in exploiting
the potential of geothermal resources;

(4) Evidence supporling the borrower's

* ability to complete the project;

(5) Interest rate to be charged by the
lender;
(6) Period and amount of the loan

and -the percent of the project cost to

be guaranteed;

(7 -A detailed. budget-type “break-"
down of both the. estimated aggregate
cost . of the project and the amount to -

bc borrowed:.

(8) Evidence showin" t.ha' the amount :
of the loan together with equity or other -

financing will be sufficient to carry out
the project;
(9) The borrower’s plnn to pay in<

- terest charges and repay the loan, in-

cluding assumptions regarding market-
abimy of the project’s results or prod-
uct;

(10). The aggregate amount of guar-
anty commitments and/or guarantecd
loans outstanding made to the borrower
under the provisions of this regulation;

(11) Where relevant to the purpose of

the loan guaranty, & copy of the bor-

rower’s title or lease agreement to the
property. supported by title opinion or

-other locally acceptable evidence of the

.

.borrower’s interest, on which the project
‘is to be carried out;

(12) Subject to § 790.20 (b) (iiy, tech-
nical information and reports. geophysi-
caldata, well logs and core data, financial
statements, milestone schedules, and
maps and charts;

13) Information covering the man-
agement experience of each officer or key
person in the borrower's organization
who is to be associated with the project;

(14) A description of the borrower's

management concept and business plan,

or plan of operations,.to be employed in
carrving out the project;

115 A description of the project's
technica} and economic feasibility;

(16) A description of

factoring) ‘together with evidence of a
commitment from these sources snd a
copy of each such agreement, and evi-
dence of the financial ability of each
source to honor its commitment;

(17> A copy of the Joan agreement to
be executed by the lender and borrower;

(18) . A listing of assets associated or to
be associated with the project, including

. nancial

. the intended

~sources and amount of capital and its

X -form (equity, loans from principals, loans
~~from the lender, ‘outside -financing,’ . or.

-

§ 790.21

.annvapiiate data as to the useful life of

any physical asset, and any other security
for the loan and guaranty agreement;

(19 A-description of other Federal fl- -
assistance (e.g., direct loans,
guarantecd loans, grants, contracts)
available or expected to be made avail-
able to the borrower ln connectlon wlth

the project;” 7.

. (2002 A descriptlon of the processes

. ,_and micthods the borrower plans to utilize
""so as to” comply with §790.23(c);

(21 Copies of all applications when

N 'mcd; atid approvals when issued by Fed-

eral, ‘State ‘and local government

" agenciés, for permits and authorizations

to conduct gperations associated with the
project;

(22)..A description of the borrower’s
organization and a copy of the business
certificate, partnership agreement or
corporate charter, by laws, and appro-
priate authorizing resolutions;

(23) The lender's wrilten assessment
of all aspects of the borrower’s loan ap-
plication in sufficient detail’ as would be ,
completed by any prudent lender con-
sidering a loan without & guaranty, to-
gether with copies of investigations from
credit bureaus, references, bank inquir- -
fes, and professional organizations;

124) Written assurance from guaran-
teed and, when appropriate to the proj-
ect. non-gusranteed lenders that the.
loan amounts as well as terms and con- -
ditions imposed by such lenders will not :
be -altered in any significant respect :
without approval of the Administratdr:.’

(25) A description of salaries (and.
other financial remuneration including
profit sharing and stock options) to be"-

-paid to officers and employees of theébor- -

rower that are, or will be, directly as-
sociated with the project: and

126) Evidence of consultation con-
ducted by the borrower with appropriate
agencies of any affected State regarding
the proposed project.
. (b In addition to supporting informa-
tion illustrated in paragraph (a) of this-
sectign, the Manager may independently .’

‘obtain.or -may- require. the lender to in--:

clude with the guaranty application the
filing  of information regarding the
lender as deemed necessary by the
Manager, including but not limted, to:

(1) Description of the lender’s orga-
nization and a copy of the business cer-
tificate, partnership agreement or cor-
porate charter, by-laws, and appropriate -
authorizing resolutions:
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(2) Coples of investigations obtained
from credit bureaus, reference and bank

" Inquirics. and professional assocfations;
(3) Descriptions covering the man-

rgement experience of each officer or

- key person in the lender's organization

who is or will be mssociated with the

.~ loan;

(4) A description of thé management
concept to be employed by the lender.

-in surveillance of thé Joan;and .
" 45)"When appropriate to the project, -

evidence .of the lender’s experience in

~ surveying the.finaficial aspects of com-,
- plex technological vrojorts

(¢} The- Mamger shall consider the
application and gther relevant infor-
mation and shall be responsible for: «i)
determining whether the application is
in compliance with this regulation; (i)
assessing and evaluating the financial,
technical, environmental. management,
and marketing aspects of -the project;

. and. «}ii’ recommending to the Adminis- -

trator approval or nonapproval of the
application. The Manager shall include
with a recornmendation for approval a
proposed.guaranty agreement containing
appropriate terms and conditions perti-

_nent o the project. The Manager will-"

provide the borrower and lender with a
written statement setting forth the basis
for the Administrator's nonapproval of
an application.

5 790. 22' Project cost illustrations.

ta) The cost elements set forth in
paragraphs (b) -and (¢) of this section
are only for the purpose. of illustrating
the manner by which the estimated ag--
gregate cost of the project can be deter-
mined. It is expected that project costs
will he accumulated in accordance with

- genrerally accepted accounting principles

and practices which are conslstently

- applied.
.- {b) Except as set forth in paragraph .

(¢} of this section, reasonable and
customary costs paid by the borrower
that are directly connected to the project
are generally permitted in computing the

- _.estimated aggregate project cost. These
-costs: include, but: are not-limited:-to the-
. following:

(1) Employees’ salaries and w.;ccs.
consultant fees avd o:her outside assist-
ance;

(2) Land purchase or lease payments,
including reasonable real estate com-
missions:

(3) Engineering fess, surveys, plats,
title Insnrance, recording fees and Jegal

' §790.22

fees incurred .in connection with land
acquisition;

14) Site improvements, site restoration
and abandonment costs, access roads and
fencing:

(5) Drilling of exploration wells,
shallow heat-flow wells, and test, pro-
duction and reinjection wells;

.(6) Builéings. “transmission lines.
power plant equipment, and machinery; .

(7). “Taxes Lo be paid to Federal, State .’

and local government agelncies nnd other
taxing authorities; -

‘(81 Insurance and bonds of all types; -

"19) Engineering, geological, architec-

. tural and legal fecs paid in connection .

with- drilling. machinery selection, de-
sign, acquisition and installation;

110» Research and development neces-
sary to complete the project;

(11} Professional services and fees
necessary to obtain licenses and permits
and to prepare environmental reports
and data;

(12) Interest costs charged by the
lender; ,

(13) Interest payments to other lend-
ers; :
(14) Costs incurred by the borrower -
prior to approval of the guaranty agree-
ment that are dlrectly in connection Mth :
the project;

(15) Technical and socio-economic in-

.formation dissemination costs;

(16) Costs to provide safety and ent
vironmental protection equipment, facili-
ties and services:

(17) Travel and transpertation costs:

(18) Bond financing costs and trustee

fees;

(181 Fees for royalties and licenses:

(20) Costs associated with acquiring
geophysical and other technical data;

(21) Financial and legal services costs;

(22) Costs to comply with terms and
conditions specified in the guaranty
agreement or required by regulations and
issuances by Federal, State and local gov-
ernment agencies; and,

(23) A contingency reserve.

(¢Y Costs which are not considered as
project costs and are excluded from the

~guaranteed portion of the loan are illus-

trated below:
(1) Company organizational expenses:
(2) Parent corporation general and ad-
ministrative expenses and other parent
corporation assessments:
(3) Dividends and profit sharing to
stockholders, employees and officers;
(4) Goodwill, franchises, or irade or
brand name costs;
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'(5) Except as provided in 790.31, fees

- and commissions charged to the bor-.

~rower for obtaining loans and Federal
assistance;
(6) Loan commitment fees charged by
lenders and finders’® fees:
17) Expenses not paid or incurred by
the borrower;
“(8) Normal operating expenses in-

E curred a.'ter an lnlthl pcriod of. start-up'_ :

and, A
€8) Costs th'xt are exce%he or are hot

.. (dy- Independently, or at the direction
“of the Administrator, the Manager may
.cause to.be performed 2 review of any
. or al} cost elements included by the bor-
rower in the estimated aggregate project
cost. The borrower shall make available
records and other data necessary to per-
mit the Manager to carry out such re-
view. In carrying out this responsibility,
the Manager may utilize employecs of
Federal agencies or may direct the bor-
-rower to submit to 2 review performed
by an independent public accountant or
other compctent authority. -
~ (e) When costs incurred prior to the
approval of the guaranty agreement, as
provided in paragraph (b)(14) of this
section, are included in the estimated
aggregate project cost, the borrower will
.make available to auditors sclected by

the Manager financial and other records -

necessary to .complete an audit of such
costs If requested by the Manager.

§ 790.23 Environmental considcrations.

{a) For a propcsed project being ac-
tively considered for a loan guaranty for
which an environmental statement or
negative determination has been pre-
pared by a responsible Federal official,
the environmental statement or negative
determination and supporting assessment
will be utilized by the Manager and the
Administrator in considering the envi-

ronmental consequences of the project.’

(b) - With respect to each project being
considered actively for a loan guaranty
Tor which paragraph (a) of this scection
is not applicable, the Manager, in accord-

- ..iance:with 10 CFR Part 711, shall assess
- the potentidl effect of all-phases of the

project on the human environment, in-
cluding but not limited to fish and other
aquatic resources, wildlife habitat and
populaticns, aesthetics, recreation, ailr
and water quality, land use, and other
resources in the arez. This assessment
will additionally consider, when appro-
priate to the project, the potential im-

_pact on the envis

L dlrectly required to carry out the project.

$ 790.23

r:ement from the con-
struction eof powss siaats and transmis-
sion lines which =iy later be rcquired
but are not inclugsZ in the project.

(1) To aid in == above assessment
the Manager mayx -:quest the views and
recommendations &7 Federal, State, and
local government "‘-cxes environmen-
tal and industri:l crganizations, and

‘others; and, when srgropriate, may hold

public hearings &4 giving due notlce. .
©42) I, as a resul: of the above assess-
ment, the Manager determines that the
proposed project-viil-have a potentially .
significant effect ca the ‘quality of the
human environmez:. final action on the
guaranty applicazin shall be held id
abeyance until an environmental state-
ment in accordance with section 102

. {(2)(¢) of the Naional Environmental

Policy Act of 1969 has been prepared and
fssued by the responziole Federal official.

(3) If the Manacer determines that the
proposed project wii not have a poten-
tially significant eTect on the quality of
the human environment. a negative de-
termination shall be prepared by the
Manager and submitted, together with
the assessmeit, to the Administrator
prior to final action on the guaranty ap-
plication. The negative determination lﬁ-
gether with documentation supporting
that determination shall be kept on file
by the Manager. Environmental assess-
ments and negative determinations pre-
pared in compliance with this regulation
shall be placed in ERDA Public Docu-
ment Rooms.

{¢) Each loan guaranty agreement :
shall include the following general terms
and conditions for the protection of the
environment:-

{1) the borrower shall comply v.'m? all
applicable Federal, State and local,re-
quirements with respect to the control
of air, land, water, and noise pollution.
In the absence of requirements, the Man-
ager, after consultation with appropriate
Federal, State, and local government
agencies, may recommend requirements
for the Administrator’s consideration and: -
the borrower shall comply with:@such -

requirements ‘as are approved by the -

Administrator.

{2) The borrower, In addition to any
other action required by Federzl, State
or local requirements, or requirements
established by the Administrator, or -
conditions set forth in leases issued by
an agency of the Federal government,
shall take the following specific actions:
(For purposes of this paragraph the ap-
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propriate ageney official means the Man-
ager for projects conducted on private
or State-owned land, and the Head of a

- Federal agency for projects conducted

on any land sdministered by any agency
of the Federal government.)

(1) Conduct operations in such a man-

ner as to minimize disturbance to vege-

“-tation, drainage channels and stream- . -

.. " banks, and employ .such soil and.re- -
7. . source consenation and protection meas-
“UreS &S are deemed - necessary ‘by the -
appropriate agency official; :

(il Remove or dispose of all waste
gcncx ated in connection with the project
in & manner acceptable to the appropri-

-ate agency official;

(iil) Take all reasonable precautions
necessary to minimize to the maximum
extent practicable land subsidence or
seismic activity which could result from
the project, including the taking of meas-
ures to monitor operations for land
subsidence and seismic activity and, when
_requosted by the appropriate agency of-
ficial, make available records of all
monitoring activities:

(iv) Take aesthetics into account in
the planning, design. and construction of
facilities; .

{v) Employ  such measures as are
deemed necessary by the: appropriate
agency ofiicial to protect ﬁsh and wild-

. life ancd their habitat;

(vl) Conduct activities on known or

suspected archeological; paleontological,

or historical sites in accordance with
specific instructions issued by the ap-
propriate agency cfficial;

(vil) Provide, in a timely manner, for
the reasonable restoration of all dis-
turbed lands, including the plugging of
sbandoned wells; and promptly employ
corrective measures whenever adverse

" environmental eﬂects exceed those. exs

pected; and,

- (vii) Employ such other treesures as
are deemed nécessary by the appropriate
ageney official to protect the quality of

..the human environment.

, {d) For projects conductcd on prjvatc ;
..~ or State-owned land: .
" "(1) Assuring compliance wm\ the re-

quirements set forth in paragraph (b} of
this section shall be the respousibility of
the Manager, who may utilize experts
from Federal agencies, Nationai Labora<
tories or private firms, and shall have
access to reports prepared by the bor-
rower in compliance with requirements
imposed by Federal, State and local gov-
ernment agencies.

§ 790,04 ' Title 10—Energy

(2) The borrower shall submit an an.
nual report to the lender and the Man-
ager giving a full account of actions
taken to comply with the requirements

- set forth in paragraph (¢) of this section.

(e) For projects to 'be conducted on
any land administered by an agency of
the Federal government:

(1) Assuring compliance with safety -

‘and operating procedures and environ-

mental protecticn requirements shall be
the responsibility of the appropriate
Federal agency or a representative au-
thorized. by the Head of that agency.

(2) The borrower shall provide to the
tender and the Manager a copy of each
annual environmental compliance report
prepared by the borrower in accordance
with regulations issued by the appropri-
ate Federal agency. .

f) Nothing in this regulation shall
be construed to modify requirements im-
posed on the borrower or lender by Fed- |
eral, State and local governinent agen. .
cies-in connection with permits, licenses,
or other authorization to conduct or fi-
nance geothermal activities.

§ 79Q.24 Mandatory purchase of flood
msurance.
The Flood Disaster Protéction Act of
1973 (Pub, L., 92-234) may require pur-
chase by the borrower of floed insurance

" as a condition' of receiving a guaranty

on loans for acquisition or construction
purposes in an identified flood plain area
having special flood hazards. Queéstions
emanating from borrowers or lenders
regarding compliance with provisions of
the Flood Disaster Protection Act and

.guidelines of the Federal Insurance Ad-

miinistration wili be referred to the Man-
ager.. When the purchase of flood insur-

“ance is required, as finally determined

by the Manager, such costs can be in-

- cluded by the borrower in the estimated

aggregate project cost. .
Subpart C—Servicing and Closing
§ 790. 30 ' Loan servicing by lender.

. Loan. cuaranty agreements approvcd
i accordance with. this regulation shall

provide that:

(a) The lender shall exercise such care
and: diligence in the disbursement. serv-
icing, and collection of the loan as would
be exercised by a reasonable and prudent
lender in dealing with 2 loan without
guaranty;

(b) The loan agreement shall provide
the customary period of grace for the
making of any payment of principal or

628




Chapter ll—Energy Reseorcﬁ,ond Developnient Administration

interest. However, the lender shall not
grant to the borrower any further exten-
sion of time over and above any period
of grace for the making of any payment
in whole or in part under the loan
agreement without the prior written
consent of the Manager;

(¢) The lender shall notify the Man-

---ager in writing without delay:

(1) That the first disbursement is
- ready to be made, together with evidence

from the borrower that the project has
commenced or is about to commence:

= 742) Monthly, or at other agreed upon

" intervals, of the date and amount of
each subsequent dlsbursement under the
loan;

(3) Of any non-payment by the bor-
rower of principal or interest as required
by the loan agreement, if such non-
payment is not cured within the grace
period, together with evidence of ap-

propriate notifications made by the lend-

er to the borrower;
(4) Of any failure, known to the lend-

er, by an intended source of capital to

honor its commitment:

(5) Of any failure by the borrower,
known to the lender, to comply with
terms and conditions as set forth in the
loan agrecement or guaranty agreement:
or,

(6) When the lender believes that the
borrower may not be able to meet any
future scheduled payment of principal
or interest.

(d) In the event the lender retains the
option to accelerate payment of the bor-
rower’s indcbtedness, the lender shall
not do so without the prior written con-
sent of the Manager.

{e) If the guaranty agreement so pro-

“-vides, the loan agreement will permit
the borrower to defer payments of prin-
cipal untll such time that income from
the project is sufficient to meet this
obligation.

“(f)y Lenders will submit to the Man-

. ager periodic financial statements that

. report the status and condition of each
-.loan guaranteed under this regulation.

- The Manager. will _prescribe the .fre-
" quensy, “format dnd content ‘of 'such

statements. However, a report on each
foan guaranty sgreement entered into
under this regulation shall, as & mini-
mum. be submitted to the Manager an-
nually on the anniversary date of the
guaranty agreement. Reports will be fur-

nished to the Manager until such tizae as -

the guaranteed portion of the-loan or
interest assistance is repaid. -

§ 7190.32

§ 790.31  Uscr charge.
() A user charge will be collected an-

.nually from the lender imposed on the

guaranteed portion of the loan and com-
puted at a rate to be set forth in the
guaranty agreement. The rate shall be
imposed on the anticipated average
amount of the guaranteed portion of the
loan that is estlimated to be outstanding
during the year. The usar charge may be
passéd to the borrower by the lender and
in such instances may be included in the

,_.projcct. cost.

tb) At the time the- guamnn agree-
ment is closed, as set forth in § 790.45(d), _
the lender shall preseat to the Manager
payment of the first year's user charge.
Subsequent payments of the charge will
be made by the lender on the anniversary
date of closing. If interest assistance is in
effect, payments of this charge, if passed
by the lender to the borrower, will be de-
ferred for the term of the interest assist-
ance contract.

(¢) The Administrator annually nm

- evaluate whether the user charge rate

being impozed is sufficient to cover antic-
ipated administrative, default and in-
terest assistance costs and, when appro-
priate, establish a revised rate to be
applied to new guaranty agreements.

§ 790.32 Geothermial Resources Devel-
opment Fund.

(2) "As providad in Sec. 204(a) of Pub.
L. 93-410, there is established in the
Treasury of the United States a Geo-
thermal Resources Development Fund
thereinafter referred to as the Fund),
which is available to the Administrator

in carrying out the loan guaranty and

interest assistante program contemplated
by this regulation, including the payment
of administrative expenses incurred in
connection therewith. -

(b). Appropriations to the Fund that -
are made available through legislation, or
repayments made by borrowers in ac-
cordance with terms and conditions in
interest assistance contracts, or amounts
returned. to the United States through
recoveries by the U.S. Attorney General,

" as provided in § 790.8, and not disbursed

in accordance therew ith shall, except as

" otherwise provided by law, be available to

the Administrator for the payment to
lenders of principal and interest on guar-
anty agreements and interest assistance
contracts made in accordance with this
regulation. In addition, balances in the
Fund may be used for necessary adminis-
trative expenses incurred by ERDA or
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other Federa] agencles acting pursuant
to ERDA direction in carrying out the
provisions of this rezulation.

(¢) In the event of a default. the Man-
gger may enter into contracts as re-
quired to preserve the collateral for the
loan and to complete unfulfilled environ-
mental requirements. The cost of such
contracts may be charged to the Fund.

(d) In the event that intercst assiste

.- ance payments and default payments ex-
haust Lalances in the Fund, the Admine.

istrator will promptly seek to obtain ap-
propriations as arc-authorized.

(e) Moneys in the Fund not needed

for current operations may, with the

~approval of the Secretary of the Treas-

ury, be invested in bonds or other obli-

~ gations of, or guarantees by, the United

States.
(f) Not less than ten percent of the
amount available for loan guarantees

. during a fiscal year will be allocated to

guarantecs on loans to srall public and
private utilities and small independently
owned and operated businesses, as de-
fined in § 790.5. The Administrator, at
his discretion, may adjust the allocation
reserved for small concerns..To the ex-
tent that guarantees on loans to qualified
small concerns are not. issued within six
months following the beginning of each

. fiscal year, the uncommitted allocation
‘of loan guarantees for small concerns,

at the discretion of the Administrator,
may become available on an unrestricted
basis.

© §790.33 ,Projcct moniloring.
The guaranty agreement shall provide -

that employees and representatives of
ERDA -shall, with the Manager's ap-
proval, have access to the project site.
The lender, to the extent lawful and
within its control, and borrower will as-
sure avallability of informatfon related
to the project as is necessary to permit
the Manager to determine technical
progress, soundness of financial condi-
tion, management stability, compliance
with environmental protection require-

ments, and other matters mrtinent to. -

t.he zuaranty

§ 79034 Loan d.lchursemcms by lcndcr.‘

" Unless otherwise provided in the guar-
anty agreement, the lender shall not
make any d!sburSement on the Jjoan
until:

(2) It has followed notiﬁcation re-

quirements as set forth in § 790.30(e) (1)
and (2) and has received written notice

from the Manager that disbursement is
approved; and,

(b) 1t has received from the borrower
satisfactory documentary evidence, as
provided in § 790.35, that funds requested
will be used to pay the borrover's costs
incurred or to be incurred for the project.

§ 790.35 Satisfactory documcnlary evi-
dence.

The -borrower shau mr'llsh to the: :
lender & written statement in suppori
" of each request by the borrower for loan

disbursements, settiag forth in such de-

tail as the lender or Manager 1nay re- -

quire the purposes for which ‘disburse-
ment is requested and an attestation that
such dishursements will be used only for
such purposes. Signature on the reguest-
ing docurment shall be made by a person
authorized to order the expenditure of
the borrower’s funds.

. §790.36 Withdrawnl of guaranty.

(a) The Administrator, may. upon the
written recommendation of the Manager,

- terminate the guaranty by written notice

to the lender and the borrower Lf the
Manager finds that:
(1) Initiation of activity on the project

‘has not occurred within the period of

time set forth in the guaranty agreement.’
Within' sixty days after termination un-
der this circumstance. the Manager shall
reimburse to the lender the full amount
of the user charge paid by the lender if
the charge has not been passed to the
borrower;

(2). There is non-compliance on the
part of the borrower or the lender with
material terms anc conditions set forth
in either the loan agreement or the guar-
anty agreement, other than those con-
cerning initiation of activity as referred
to In paragraph (a) (1) of this sectfon; or,

(3) - There is failure by the borrower
to acquire capital from intended sources.
as provided in § 790.21(a) (162, and the
borrower is unable to acquire alternate
sources within a reasonable time as may
be approved by the Manager. . :

(b) If the borrower fails to ecquire

. -capital - from. intended  or alternate

sources, or fails to comply with material
terms and conditions set forth in.the
loan or guaranty agreement, the Man-
ager shall notify the borrower and the
lender that the guaranty may be reduced
to the amount that has been disburscd
by the lender as of the date of the nntice.
Disbursements made by the lender after
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such notification is receivedd will not be
covered by a guaranty.

{¢) If the lender fails to comply with
ary material term or condition set forth
in the guaranty or loan agreement, the
guaranty may be terminated. Notice of
the Manager's finding that a material
. term has not been complied with shall

.be served by the Manager upon the bor-
rower and . the lender. Following notifi-
cation, the borrower will be allowed rea-
sonable ‘time to acquire a substitute

.- lender that is capable of complying with -
provisions in this regulation. If the bor- -
fower obtains a substitute !ender satis--

- factory:. to. the Administrator, 8 new
" guaranty agreement will be negotiated.

Upon Issuance of the new guaraniy to.

the substitute lender, the original lender
- shall be reimbursed by the borrower for

unpaid principal outstanding and ac-

crued interest.
§ 790.37 Default and demand.

(a) If the borrower defaults in making
pavment of principal or interest within
the time period sllowed in § 790.30(¢)
(3) and the lender has complied with
the requirements placed on it as set forth
in §$1790.30 and 790.34, the lender may
make demand {n writing upon the Mana-
- ger for payment pursuant to the guar-

anty, subject to the conditions described
in paragraphs (b), (¢) and (d) of this
section. :

. (b)Y The wtanager shall, pursuant to

the provisions of § 790.7, determine
whether an interest assistance contract
shall be executed. In the event that in-
terest assistance is not warranted, the
Manager shall so notify the Adminis-
trator and the lender. The lender shall
make available without delay such doc-
uments and certifications as the Mana-
ger may reasonably require evidencing
the lender’s compliance with notifica-
tion provisions of the guaranty agree-
ment. -
- ~{e) Upon default by the borrower and
notification by the lender, and to the
extent that sufficient reserves -exist in
the Geothermal Resources Development

e Fund: () upon approval-of the Admin-.. -

istrator, the Manager shall, within sixty
- days after receipt of such documents,
pay to the lender on a proportionate
basis or in full, whichever the guaranty
agrecment provides, the guaranteed
amount of unpaid principal and ac-
crued interest outstanding at the date of
default; and (i) during the period be-
ginning from receipt of such documents

00-049 O—77—t1

and until payment is made by the Mana-
ger, interest payable by the United States
will accrue on the guaranteed debt at a
rate to be dctermined by the Secretary
of the Treasury taking into consideration
current average market yields on out-
standing short-term Treasury securities.

(d) The lender shall, concurrently
with payment in full of all amounts guar-

- anteed by the Uilited States, assign to
.the United States and transfer and des<

liver to the Manager the loan documents,
together with all. collateral documents

‘evidencing any and all security for and

guarantees of the loan then held by the
lender as set forth in the loan or guar-
anty agreement, :

§ 790.38 Prescervation of collateral.

Upon default by the borrower, the

_holder of collateral associated with the

project shall take aciions such as the
Manager may reasonably require to pro-
vide for the care, preservation, and main-

. .tenance of such collateral so as to achieve |

maximum recovery upon liquidation of ¢
collateral, security and guarantees for
the loan. Except as provided in §§ 73037
and 790.40, the lender shall not waive or
relinquish, without the consent of -the
Manager, any collateral or guaranty for
the loan to which the Government would
be subrogated upon payment under the
guaranty agreement to the lender.

§ 790.39  Treutment of payments.

When the lender holds a guaranteed
and non-guarantced portion of 2 loan,
payments of principal made by the bor-
rower in accordance with the loan agree-
ment shall be applied by the lender to
reduce the guaranteed and non-guar-
anteed portions of the loan on 2 propor-
ticnate basis.

§ 790.40 Assignment and incontestahil
ity. »
(a) Except as may be required by law,

the lender may assign to another lender

rights and obligations under the lcan:or
guaranty agreement only with the prior

. written consent of the Administrator.: |
- :(b). The lender. may provide .other -
“lenders with participating shares in the

loan without the prior consent of the
Administrator. Written notice shall be
given by the lender to the Manager and
the borrower when participating shares
are so provided. However, the original

“lender shall continue to be responsible for

and perform the provisions of the guar-
anty agreement pertaining to the lender,
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" unless the Administrator approves a sub-
.. stitute lender.

<¢) The guaranty agreement shall be
conclusive evidence that the guaranty
and the underlying loan are in com-
pliance with the provisions.of Pub. L.

93-410 and this regulation, and that sucn

loan has been approved and is legal as

- to principal and interest and other terms..

Such a guaranty shall be valid and in-

. contestable by the Government, except

for {raud or niisrepresentation by the
holder of the obligation.

§ 790.41 - Survival o!' guanmy agrec-
- mients

The guaranty agreement shau be bind-
ing upon the lender. the borrower and
the Administrator and upon their suc-
cessors and assigns and shall survive pay-
ment by the United States. No delav or
failure of the Administrator or the Man-

. ager in the exercise of any right or

remedy and no single or partial exercise
of any such right or remedy shall pre-
clude any further exercise thereof;* and
no action taken or omitted by the Ad-
ministrator or the Manager shall be
deented a waher of any such right or
remedy. . :

§790 42 Securlty with rcspccl to bor-'

rower’s assets,

Each loan guaranteed under this regu-
lation will be secured by liens or'assign-
ments of rights in assets associated with

the project, or such other security speci-

fied in the guaranty agreement as may
be reasonably required to protect the
interests of the United States. Upon de-
fault by the borrower. as set forth in
£ 7908, the Attorney General will seck
recovery from the assets of the borrower

- that are associated with the project or

specified in the guaranty agreement. -
§ 790.43 Other Federal assistance,

(a) Nothing in this regulation shall
be interpreted to deny or limit the bor-

" rower's right to seek and. obtain other

Federal financial assistance (eg.. con-

- tracts, grants, direct loans or guaranteed
~loans), However, the total amount of
+ Federal financial . assistance, :including
" guarantees made under this regulation,

obtained by the borrower for the project,
shall not exceed 75 percent of the esti-

mated aggregate cost of the project to
-be undertaken by the borrower.

(b) After closing of the loan guaranty
agreement, the borrower will not under-
take any work In connection with the
project (by contract or grant) for a Fed-

_eral agency without the Manager's writ-

ten finding that perfecrmance of the work

will not adversely affect the borrower's
ability to comply with pertinent terms
and conditions in the loan and guaranty :

agreement, )
§ 790.44 l’alcnt and propnclnrv rights.

(a) Patents and other proprietary .

" rights accruing to the borrower and re-.

sulting from the project will remain with
‘the borrower, except as such rights shall
be. in the case of default, treated as proj-
ect assets in accordance with terms and

. conditions in the guaranty agreement.

(b The guaranty agreement may pro-
vide that patents or other proprietary in-
tellectual property rights utilized in or
resulting from the project, which are
owned or controlled by the borrower,

shall be made available to other domestic -

parties upon reasonable terms and con-
ditions which protect the confidentiality
of information, if such action is deter-
mined by the Administrator to be in the
public interest. This reguirement will not
be needed where the principal purpose
of the loan to be guaranteed is to utilize
generally available technology to deter-
mine and evaluate 2 new geothermel re-

source base. or the acquisition of rights -

in geothermal resources.

(¢) Where the principal purpose of the
loan is for research and development with
respect to extraction and utilization

" technologies. or for the development or

demonstration of new and unique facili-
ties or equipment. the requirements for
making patents and other proprietary
inteilectual property available to other
domestic parties shall normally be In-
cluded in the guaranty agrzement unless
the Administrator determines, upon the
recommendation of the Manager, that
such implementation would either seri-

cusly impair the borrower’s ability to

conduct the project, seriously impair the

borrower's ability to maintain a market- -

place posture, or be inconsistent with the
borrower's pre-existing contractual ob-
ligations. The Administrater’s determi-

nation on this matter shall include con- -
sideration of whether:attainment of the .-~
objectives of the geothermal loan guar--

anty program, as set forth in § 790.2, will

be adver;ely affected by this req.xlre—_,

ment.
§ 790.4.) Closing.
The major activities leading to the

closing of the guaranty agreement in-

clude the following: ,

nd
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{(a) When an application for a lean
guaranty has been approved by the Ad-
ministrator, the Manager will so notify
the lender .and the borrower and pro-
vide them with a copy of the proposed
guaranty agrcement.

tb) A preclosing conference will be
arrgnged by the Manager, if the lender
or borrower requests one, to discuss the
terms and conditions contained in the

. guaranty agreement.

~t¢) . Requests by the lender or bor-

~ rower for modification of the terms and -

conditions set forth in the guaranty
- agreement shall be submitted to the
“Manager, supported by such documenta-
tion and facts as would justify the re-
quests. : )

(d) Immediately after agreement to
terms and conditions, the Manager shall
arrange with the lender and- the bor-
rower for the preparation and review of
necessary documents and agree upon 2
date for execution of the guaranty agree-
ment and payment of the user charge.

§ 790.46 Suspension, termination - or
cancellation of operations or produc-
tion on Federal lind administered by
the Secretary of the Interior.

(a) The Manager shall inform the Su
pervisor (as defined in 30 CFR 270.2(¢))
when & Joan guaranty is approved in-
volving a Federal lease, so as to provide
for future coordination of the loan

guaranty program and lease administra-

tion.. .
tb) Under regulations issued by the
Department of Interior. a leaseholder
may. as provided in 43 CFR 3205.3-8 and
30 CFR 270.17, apply for suspension of
operations or production, or both, under
a producing geothermal lease (or for
relief from any drilling or producing re-
quirements of such @ lease). When a loan
guaranty has_ been issued under this
" regulation for a project to be conducted
by & qualified borrower who is a lessee
under the gbove cited regulation, the bor-
rower shall submit the suspension ap-
. plication to the Manager, together with

a statement setting forth complete in-
formation showing the effect of such sus- -

pension on the borrower’s ability to com-

‘ply with terms and conditions set forth.
in the loan agreement. The Manager will -

notify the borrower in those situations
when approval of the application might
cause defzult by the borrower, Except
in cases where potential environmental
safety or reservoir damage is imminent,
the borrower shall obtain the Maneger's

§ 790.47

approval prior to submitting a suspen-
sion application to the Supervisor.

(¢) 43 CFR 3204.3 requires that each
geothermal lease Issued by the Depart-
ment of the Interior provide for the
readjustment of terms and conditions at
not less than. 10-year intervals begin-
ning 10 years after the date geothermal
stcam is produced. When a guaranty
under this regulation has been issued for
& loan on & project to be conducted by
a borrower who is a lessce, and the bor-
rower files an objection to any proposed
readjustment with the Authorized Officer
(as defined in 43 CFR 3000.0-5(f)) & copy
of the objection shall be submitted with-
out delay by the borrower to the Man-
ager. The Manager shall forward a copy
of the objection to those lenders con-
cerned. and shall consult with the Au-
thorized Officer regarding any final ac-
tion by the Authorized Officer which
might terminate the lease. The Manager
shall prepare an assessment on the effect
of the proposed readjustment of .lease
terms and conditions that would® sub-
stantially limit the borrower's ability to
comply with the terms and conditions set
forth in the loan agreement. The Man-
ager shall forward his assessment in
writing to the Administrator, the Au-

~thorized Officer and the Supervisor. .

{d) Upon receipt by the lessee of no-
tice of & proposed cancellation of a lease
by the Authorized Officer, the lessee with
a loan guaranteed under this regulation -
will provide the Manager and the lender
with notice of such proposed action. -
Upon receipt of such notice the Manager
will consult with the Supervisor and Au-
thorized Officer for the purpose of deter-
mining whether the public interest can
best be served by an accepiable alterna-
tive arrangement, such as obtaining as-
signments for a party qualified to hold

"~ geothermal leases who is a qualified bor-

rower and who is willing to assume the

-original lessee’s loan agreement and re-

lated undertaking, so that operation and
production can continue. :

te) If default is likely to occuras &
result of termination or cancellationof a
lease, the Manzager shall request the

* Supervisor or the Authorized Officer to -
" rescind the lessee's privilege of removing
.assets from the premises, as prqvided:ln

43 CFR 3244.5. )

§ 750.47 Appeals.

All decisions by the Manager relating
to disputes arising under a guaranty
agreement or loan agreement made un-
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der and entered into pursuant to this reg-
ulation shall be in writing. The borrower
or lender, as applicable, may rsquest the -
Mrnnager to reconsider any such deci-
sion. If not satisfied with the final deci-
sion madsa by the Mar.ager, the borrower
or lender, upons ceceipt of such written
decision, may appeal the decision within
30 days, in writing, to the Chairman,
Board of Contract Appeals (EBCA),.
Energy Rescarch and Development Ad-*-
‘ministration. Washington, D.C. .20545.
That Board when functioning to resolve
such loan guaranty disputes, shall pro-

-ceed In the same general manner as’

when it presides over appeals involving
contract disputes. The decision of the
Board with respect to such appeals shall
be the final decision of the Agency.
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ment of this Act if the effective date of such law occurs prior to
the enactment of this Act), the energy research and development
functions vested in the National Aeronautics and Space Administra-
tion and the National Science Foundation under this Act and any
funds which may have beer appropriated pursuant to section 19
of this Act, to the extent necessary or appropriate, may, in accord-
ance with regulations preseribed by the Office of Management and
Budget, be transferred to and vested in the Energy Research and
Development Administration or such other organization or agency.

"AUTHORIZATION OF APPROPRIATIONS

Sec. 19.. (a) -There is hercby authorized to be appropriated to
the National Aeronautics and Space Administration for the fiscal
year ending June 30, 1975, 85,000,000, to remain available until ex-
pended, to carry out the functions vested in the Administrator by
this Act. : :

(b) There is hereby authorized to be appropriated to the Depart-
ment of Housing and Urban Development for the fiscal year ending
June 30, 1975, $5,000,000, to remain available until expended. Any
sums so appropriated shall be available (1) to carry out the func- °
tions vested in the Secretary of Housing and Urban Develcpment by
this Act, and (2) for transfer to the Department of Defense, the
National Bureau of Standards, and the General Services Administra-
tion to enable them to carry out their respective functions under
this Act. : ’

(c) There is hereby authorized to be appropriated for the fiscal
years ending June 30, 1976, 1977, 1978, and 1979, $50,000,000 in the
aggregate to carry out the programs established by this Act.

Approved Sept. 3, 1974.

GEOTHERMAL ENERGY RESEARCH, DEVELOPMENT,
AND DEMONSTRATION ACT OF 1974

For Legistative History of <lct, scc p. 5234

PUBLIC LAW 93-410; 88 STAT. 1079

(M, R, 149201 - : ’ '

An Act to further the conduct of research. development, and demonstrations
- - in geothermal energy technclogies, to establish a8 Geothermal Energy
. Coordinatlon and Management Project, to provide for the carrying out

of research and develapment in gesthiermal energy technology, to carry

© 7 out aCprogram of demonstrations in technolegies for the utilization of
’.eqthermal resources, to establish a fean guaranty program for the
inancing of geothermal energy development, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That:
SHORT TITLE

Section 1. This Act may be cited as the “Geothermal Energy Re-
:earch, Development, and Demonstration Act of 1974".
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FINDINGS
Sec. 2. The Congress hercby finds that—

(1) the Nation is currently suffering a critical shorlage of .
environmentally acceptable forms of energy;

(2) the inadequate organizational structures and levels of
funding for energy research have limited the Nation’s current
and future options for meeting energy needs;

(3) electric energy is a clean and convenient form of energ)
at the location of its use and is the only practicable form of
energy in some modern applications, but the demandr for electric
energy in every region of the United States is taxing all of the

; alternative energy sources presently available and is projected
-+ to increase; some of the sources available for electric power
generation are already in short supply, and the development
and use of other sources presently involve undesirable environ-
mental impacts;

(4) the Nation's critical energy problems can be solved only
if a national commitment is made to dedicate the necessary fi-
nancial resources, and enlist the cooperation of the private and
public sectors, in developing geothermal resources and other
nonconventional sources of energy;

(5) the conventional geothermal resources which are present-
ly being used have limited total potential; but geothermal re-
sources which are. different from those presently being used,
and which have extremely large energy content, are known to
exist; '

(6) some geothermal resources contain energy in forms other
than heat; examples are methane and extremely high pressures -

. available upon release as kinetic energy;

(7) some geothermal resources contain valuable byproducts

_such as potable water and mineral compounds which should be
processed and recovered as national resources;

(8) technologies are not presently available for the develop-
ment of most of these geothermal resources, but technologies for .
the generation of electric energy from geothermal resources are
potentially economical and environmentally desirable, and the
development of .geothermal resources offers possibilities of proc-

.~ essenergy and other nonelectrxc applications;

‘yo - (9) much of the known geothcrxnal resources e.ust on tho
. public lands; ;7 - | o

7 (10) Federal fmancxal assxstance is nccessary to encourage f
the extensive exploration, research, and development in geother-
mal resources which will bring these technologies to the point of
commercial application;

(11) the advancement of technology with the cooperatnon of
private industry for the production of ‘useful forms of energy
from geothermal resources is important with respect to the Fed-
eral responsibility for the general welfare, to facilitate com-
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merce, to encourage productive harmony between man and his
environment, and to protect the public interest; and

(12) Tke Federal Government should encourage and assist
private industry through Federal assistance for the development
and demonstration of practicable means to produce useful cner-
gy from geothermal resources with environmentally acceptable

processes.

: DEFINITIONS
Sec. 3. For tha purposes of this Act— .

(1) the term *“geothermal rescurces” means (A) all productsA
. of geothermal processes, embracing indigenous steam, hot water,
and brines, (B) steam and other gases, hot water and hot brines,
resulting from water, gas, or other fluids artlfxcxally introduced
into geothermal formatxon;, 'xi ( C) any byproduct derxved from

them;. .

(2) the term “byproduut." means any mineral or mmerals
‘which are found in solution or in association with geothermal
resources and which have a value of less than 75 percent of the
value of the geothermal steam and associated geothermal re-
sources or are not, because of quantity, quality, or technical
difficulties in extraction and production, of sufficient value to

) warrant extraction and production by themselves;

(3) “pilot plant” means an experimental unit of small size -
used for early evaluation and development of new or improved
processes and to obtain technical, engineering, and cost data;

(4) “demonstration plant” means a complete facility which
produces electricity, heat energy, or useful byproducts for com-
mercial disposal from geothermal resources and which will make
a significant contribution to the knowledge of full-size tech-
nology, plant operation, and process economics;

(59 the term “Project” means the Geothermal Energy Coordi-
nation and Management Project established by section 101(a});

(6) the term “fund” means the Geothermal Resources Devel-
opment Fund established by section 204(a); and

(7) the term “Chairman” means the Chairman of the Project.

'TITLE I—-GEOTHERMAL ENERGY COORDINATION
AND MA\'AGE\IEVT PROJECT

. B\ !'Al‘l.l“ﬂl!l-.\'l‘

- See. 101 (a) There is hereby- cstablxshed the Geothermal Energy, i .b

Coordmatlon and Management Project.
(b)(1) The Project shall’ be composed of six members as fo!low‘a.
(A) one appointed by the President;
(B) an Assistant Dircctor of the National Suence Founda-

tion;
(C) an Assistant Secretary of the Depnrtmcnt of the Interior;
(D) an Associate Administrator of the National Aeronautics.

and Space Administration;
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(E) the General \Iamger of the Atomic Energy Commission;
and
(F) an Assistant Administrator of the Fedexal Energy Ad-
ministration.
_ (2) The President shall designate oneé member of the Project to
serve as Chairman of the Project.

(3) If the individual appointed under paragraph (1)(A) is an
officer or employee of the Federal Government, he shall receive no
additional pay on account of his service as 8 member of the Project.
If such individual is not an officer or employee of the Federal Gov-
. ernment, he shall be entitled to receive the daily equivalent of the

“annugl rate of basic pay in effect for level IV of the Executive’
* Schedule (5 U.S.C, 5§315) for each day (including traveltime) during
which he is engaged in the actual performance of duties vested in
the Project.

(¢) The Project shall have overall re«pons:blhtv for the provision
~of effective management and coordination with respect to a national

geothermal energy research, develepment, and demonstration pro-
gram. Such program shall include—

(1) the determination and evaluation of the resource base;

(2) research and development with respect to exploration,
extraction, and utilization technologies;

(3) the demonstration of appropriate technologies; and

(4) the loan guaranty program under title II.

- (d)(1) The Project shall carry out its responsibilities under this
section acting through the following Federal agencies:

(A) the Department of the Interior, the responsibilities of
vchich shall include evaluation and assessment of the resource
base, including development of exploration technologies;

(B) the National Aeronautics and Space Administration, the
responsibilities of which shall include the provision of contract
management capability, evaluation and assessment of the re-
source base, and the development of technologies pursuant to
section 102(b);

(C) the Atomic Energy Commission, the respon51bxlxtxcs of
which shall include the development of technologies; and

(D) the National Science Foundation, the responsibilities of

i. which shall include basic and applied research.

(2) Upon request of the Pro;ect the head of any such agency is
" authorized to detail or assign, on a reimbursable basis or otherwise,
any of the personnel of such agency to-the Project to assxst it m
- carrying out its responmbxhtxes under this Act. - o
" (e) The Project shall have exclusive authority mt‘: respect to
the establishment or approval of programs or projects initiated un-
- der this Act, except that the agency involved in any ‘particular pro-
gram or project shall be responsible for the operation and admin-
istration of such program or project. .
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. PROGRAM DEFINITION
Sec. 102. (a)(1) The Chairman, acting through the Administra-
tor of the National Aeronautics and Space Administration, is au-
thorized and directed to prepare a comprehensive program defini-
tion of an integrated effort and commitment for effectively develop.
ing geothermal energy rcsources. Such Administrator, in prepar-
ing such comprehensive program definition, is authorized to consult

wnth ‘other Federal agencies and non-Federal entities.

(2) The Chairman shall transmit such comprehensive program.

’ .deﬁmtmn to the President and to each House of the Congress. In-

terim reports shall be transmitted not later than November 30, 1974,
and not later than January 21, 1975." Such comprehensive program

" definition shall be iransmitted &s soon as possible thereafter, but

in any case not later than August 31, 1976. .

(3) As part of the comprehensive program definition required by
paragraph (1), the Chairman, acting through the Geological Sur-
vey, shall transmit to the Presideat and to each House of the Con-
gress a schedule and objectives for the inventorying of geothermal
resources. .

(b) The National Aeronautics and Space Administration is au-
thorized to undertake and’ carry out those programs assigned to it by
the Project. :

RESOURCE INVENTORY AND ASSESSMENT PROGRAM
Sec. 103. (a) The Chairman shall initiate a resource inventory
and assessment program with the objective of making regiona! and
national appraisals of all types of geothermal resources, including
identification of promising target areas for industrial exploration
and development. The specific goals shall include—

(1) the improvement of geophysical, geochemical, geologi-
cal, and hydrological techniques necessary for locating and
evaluating geothermal resources;

(2) the development of better methods for pnedtctmg the
power potential and longevity of geothermal reservoirs;

(3) the determination and assessment of the nature and pow-
er potential of the deeper unexplored parts of hngh temperature
geothermal convection systems; and

(4) the survey and assessment of regional and.national geo-
. thermal resources of all types.

(b) The Chairman, acting through the Geolomcal Survey and otber .

_ approprmte agencies, shall— e
(1) develop and carry out a general plan’ for the orderly im-- .

ventorymg of all forms of geothermal resources of the Federal
lands and, where consistent with property rights and determined
by the Chairman to be in the national interest, of non-Federal
lands;

(2) conduct regional surveys, based upon such a general plan,.
using innovative geological, geophysical, geochemical, and stra-
tagraphic drilling techniques, which will lead to a national in-
ventory of geothermal resources in the United States;
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(3) publish and make available maps, reports, and other
documents developed from such surveys to encourage and fa-
cilitate the commercial development of geothermal resources
for beneficial use and consistent with the national interest;

(4) make such recommendations for legislation as may from

. ‘time_.to time appear to be necessary to make Federal leasing

i -fpo!lcy for. geothermal resources consistent with known inven-
tories ‘of various resource types, with the current state of tech-
no]ognes for -geothermal energy de\elopment and with current

_*;»»evaluatlons of the- envnonmental impacts of such development,
and

(5) partlclpate wnth appropriate Federal agencies and non-
Federal entities in research to develop, improve, and test tech-
nologies for the discovery and evaluation of all forms of geo-
thermal resources, and conduct research into the principles con-
trolling the location, occurrence, size, temperature, energy con-
tent, producibility, and economlc lifetimes of geothermal reser-
voirs,

. RESEARCH AND DEVELOPMENT
Sec. 104. (a) The Chairman, acting through the appropriate
Federal agencies and in cooperation with non-Federal entities, shall
initiate a research and development program for the purpose of re-
solving all major technical problems inhibiting the fullest possible
commercial utilization of geothermal resources in the United States.
The specific goals of such programs shall include—

i (1) the development of effective and efficient drilling meth-
ods to operate at high temperatures in formations of geothermal
interest; -

(2) the development of relmble ptedxctxve methods and con-
trol techmques for the production of geothermal resources
from reservoirs;

-(3) the exploitation of new concepts for fracturing rock to
permit recovery of contained heat reserves;

(4) the improvement of equipment and technology for the-
extraction of geothermal resources from reservoirs;

(5) the development of improved methods for converting
geothermal resources and byproducts to useful forms;

(6) the development  of improved methods for controlling ‘

- emissions and ‘wastes from geothermal utilization facilmcs, in- -

cluding new monitoring methods to any extent necessary

(7) the development and evaluation of waste disposal con-
trol technologies and the evaluation of surface and subsurface
environmental effects of geothermal development; :

(8) the improvement of the technical capability to predict
environmental impacts resulting from the development of geo-
thermal resources, the preparation of environmental impact
statements, and the assuring of compliance with applicable
standards and criteria;
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(9) the identification of social, legal, and economic problems
associated with geothermal development (both locally and re-
gionally) for the purpose of developing policy and providing
a framework of policy alternatives for the commercial utiliza-
tion of geothermal resources;

(10) the provision for an adequate supply of scientists to
perform required geothermal. research and development ac-.
tivities; and - :

(11) the establishment of a program to encourage States to
‘establish and maintain geothermal resources clearinghousecs,
which shall serve to (A) provide geothermal resources devel-
opers with information with respect to applicable local, State,
and Federal laws, rules, and regulations, (B) coordinate 'the
processing of permit applications, impact statements, and other
information which geothermal resources developers are re-
quired to provide, (C) encourage uniformity with respect to
local and State laws, rules, and regulations with respect to
geotliermal resources development, and (D) encourage estab-
lishment of land usze plans, which would include zoning for
geothermal resources development and which would assure that

* geothermal resources developers will be able to carry out de-
velopment programs to the production stage. ’
(b) The Chairman, acting through the appropriate Federal agen-
cies and in cooperation with non-Federal entities, shall implement
a coordinated program of research -and -development in order to
demonstrate the technical means for the extraction and utilization
of the resource base, including any byproduets of such base, and in
order to accomplish the goals established by subsection (a2). Re-
search authorized by this Act having potential applications in mat-
ters other than geothermal energy may be pursued to the extent
that the findings of such research can be published in a form
for utilization by others.

DFMONSTRATION )
Sec. 105. (a) The Chairman, acting through the appropriate
Federal agencies and in cooperation with non-Federal entities, shall
_initiate a program to design and construct geothermal demonstra-
tion plants. The specific goals of such program shall include—

(1) the development of economical geothermal resources pro-
ductxon s)stems and components “hlch meet en\'u'onmental

- standards; :

(2) the deswn of plants to produce electnc power and, where :

. appropriate, the large-scale production and utilization of any
useful byproducts;

(3) the involvement of engineers, analysts, technicians, and
managers from industry field and powerplant development,
which shall lead to the early industrial explaitation of advanced
geothermal resources;

(4) the prowsxon for an adequate eupply of trained goo-
thermal engineers and technicians;
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(5) the provision of experimental test beds for component
testing and evaluation by laboratories operated by the Federal
Government, industry, or institutions of higher education;

.(6) the construction and operation of pilot planis; and

(7) the construction and operation of demonstration plants.

~(b) In carrying out his responsibilities under this section, the
Chairman, acting through the appropriate Federal agencies, and in
cooperation with non-Federal entities, may provide for the estab-

lishment of one or more demonstration projects utilizing each geo-

" therma) resource base involved, which shall include, as appropriate,

-

all of the exploration, siting, drilling, pilot plant construction and
operation, ‘demonstration” plant construction and - operation, and
other facilities and activities which may be necessary for the gen-
eration of electric energy and the utilization of geothermal resource

_ byproducts.

© (¢) The Chairman, acting through the appropriate Fedcral agen-

.v cies, is authorized to investigate and enter into agreements for the

cooperative development of facilities to demonstrate the production
of energy from geothermal resources, The responsible Federal

- agency may consider——

(1) cooperative agreements with utilities and nor-Federal
governmental entities for construction of facilities to produce

. energy for commercial disposition; and
(2) cooperative agreements with other Federal agencxes for
_ the construction and operation of facilities to produce energy

.+ for direct Federal consumption.

(d) The responsible Federal agency is authorized to investigate
the feasibility of, construct, and operate, demonstration projects

- without entering into cooperative agreements with respect to such

projects, if the Chairman finds that—

(1) the nature of the resource, the geographical location,
the scale and engineering design of the facilities, the techniques
of production, or any other significant factor of the proposal
offers opportunities to make important contributions to the gen-
eral knowledge of geothermal resources, the techniques of its
development, or public confidence in the technology; and

(2) there is no opportunity for cooperative agreements with

_ any utility or non-Federal governmental entity willing and able
-~ to cooperate in the demonstratnon project under subsection (c)

(1), and there is no opportunity for cooperative agreements' ‘jA ‘

with other Federal agencies ‘under subsection (e)(2).
(e) Before favorably considering proposals under subsection (c).

the responsible Federal agency must find that—

(1) the nature of the resource, the geographical location, the 3
scale and engineering design of the facilities, the techniques of
production, or any other significant factor of the proposal of- !
fers opportunities to make important contributions to the gen- :
eral knowledge of geothermal resources, the techniques of its
development, or public_confidence in the technology;
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(2) the development of the practical benefits as set forth in
paragraph (1) are unlikely to be accomplished without such
cooperative development; and

(3) where non-Federal participants are involved, the proposal
is not eligible for adequate Federal assistance under the loan
guaranty provisions of title IT of this Act.

(f) If the estimate of the Federal investment with respect to con-
“struction and operation costs of any demonstration project pro-
posed to be established under this section exceeds $10,000,000, no
amount may be appropriated for such project except as specifically
. authorized by. legislation hereafter enacted by the Congress.
(g)(1) At the conclusion of the program under this section or as
soon thereafter as may be practicable, the responsible Federal agen-
cies shall, by sale, lease, or otherwise, dispose of all Federal prop-
erty interests which they have acquired pursuant to this section
(including mineral rights) in accordance with existing law and the
terms of the cooperative agreements involved.
(2) The agency involved shall, under appropriate agreements or -
other arrangements, provide for the disposition of geothermal re-
source byproducts ¢f the project administered by such ageney.

SCIENTIFIC AND TECHNICAL EDUCATION

Sec. 106. (a) It is the policy of the Congress to encourage the
development and maintenance of programs through which there
may be provided the necessary trained personnel to perform re-
quired geothermal research, development, and demonstration ac-
tivities under sections 103, 104, and 105. ,

(b) The National Scienée Foundation is authorzzed to support
programs of education in the sciences and engineering to carry out
" the policy of subsection (2). Such support may include fellowships,
traineeships, technical training programs, technologist training pro-
- grams, and summer institute programs. :
" (¢) The National Science Foundation is authorized and directed
to coordinate its actions, to the maximum extent practicable, with
the Project or any permanent cheral organization or agency hav-
ing jurisdiction over the energy research and development functions
of the United States, in determining the optimal selection of pro-
" grams of education to carry out the policy of subsection (a). .

(d) The National Science Foundation is authorized to encourage,
to the maximum extent practicable international partlcxputxon and

‘. cooperation in the development and maintenance of programs of edu« .

cation tocarrying out the policy of subsection (a).

TITLE [I--LOAN GUARANTIES
ESTABLISHMENT OF LOAN GUARANTY PROGRAM
Sec. 201. (a) It is the policy of the Congress to encourage and
assist in the commercial development of practicable meuns to pro-
duce useful energy from geothermal rescurces with environmentally
acceptable processes. Accordingly, it is the policy of the Congress
“to facilitate such commercial development by authorizing the Chair-
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man of the Project to designate an appropriate Federal agency to

- guarantee loans for such purposes.

{(b). In order to encourage the commercml production of encrgy
from geothermal resourcecs, the head of the designated agency is
authorized to, in consultation with the Secretary of the Treasury,
guarantee, and to enter into commitments to guarantec, lenders

_ against loss of prmcxpal or-interest on loans made by such lenders
= to quahﬁed borrowers for the purposes of —

. (1) the determination and evaluation of the resource base;

(2) rescarch and development with respect to extractxon and
~utilization technologxes, .

(3) acquiring rights in geothermal resources' or

(4) development, construction, and operation of facilities for
the demonstration or commercial production of encrgy from geo-
thermal resources. )

(c) Any guaranty under this title shall apply only to so much of
the principal amount of any loan as does mot exceed 75 percent of
the aggregate cost of the project with respect to which the loan is
made.

(d) Loan guaranties under this title shall be on such terms and
conditions as the head of the designated agency determines, except
that a guaranty shall be made under this title only if—

(1) the loan bears interest at a rate not to exceed such annual -
per centum on the principal obligation outstanding as the head
of the designated agency determines to be reasonable, taking
into account the range of interest rates prevailing in the pri-
vate sector for similar loans and risks by the Uniled States;

(2) the terms of such loan require full repayment over a pe-
riod not to exceed thirty years, or the useful life of any physical
asset to be financed by such loan, whichever is less (a‘l deter-
mined by the head of the designated agency);

(3) in the judgment of the head of the designated agency,

" the amount of the loan (when combined with amounts available

to the qualified borrower from other sources) wxll be sufficient
to carry out the project; and

(4) in the judgment of the head of the designated agency,

" there is reasonable assurance of repayment of the loan by the

- qualified borrower of the guarantced indebtedness.
(e) The amount of the guaranty for any loan for a project shall

_+ . not execed $25,000,000, and the amount of the guaranty for any com-
*bination of - lcaqs for ‘any single. quahfxed borrower shall not exceed

$50,000,000.

(f) As used in this title, the term “qualified borrower” means_
any public or private azeney, institution, association, partnership,
corporation, political subdivision, or other legal entity which (as
determined by the head of the designated agency) has presented

 satisfactory evidence "of an interest in geothermal resources and i-

capable of performing research or completing the development and
production of cnergy in an acceptable manner.

1US.Song. & .f.dm.h‘:m 17427 1 2 45
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PAYMENT OF INTEREST

Sec. 202. (a) With respect to any loan guaranteed pursuant to
this title, the head of the designated agency is authorized to enter
into a contract to pay, and to pay, the lender for and on behalf of
the borrower the interest charges which become due and payable on
the unpaid balance of any such loan if the head of the designated
- agency finds——

(1) that the borrower is unable to meet interest charges, and
that it is in the public ‘interest to permit the borrower to con-
tinue to pursue the purposes of his project, and that the proba-
ble net cost to the Federal Government in payxng such interest
will be less than that which would result in the event of a’de-
fault; and

(2) the amount of such interest charges whxch the head of the
designated agency is authorized to pay shall be no greater than
the amount of interest which the borrower is obligated to pay -
under the loan agreement.

(b) In the event of any default by a quahfxed borrower on a guar-
anteed loan, the head of the designated agency is authorized to make
payment in aecordance with the guaranty, and the Attorney General
shall take such action as may be appropriate to recover the amounts
of such payments (including any payment of interest under subsec-
tion (a)) from such assets of the defauiting borrower as are associ-
ated with the project, or from any other surety included in the terms -
of the guaranty. : : '

PERIOD OF GUARANTIES AND INTEREST ASSISTANCE
Sec. 203. No loan guaranties shall be made, or interest assist-
.ance contract entered into, pursuant to this title, after the expiration
of the ten-calendar-year period following the date of enactment of
this Act. :

GROTHERMAL RESOURCES DEVELOPMENT FUND
Sec. 204. (a) There is established in the Treasury of the United
States a Geothermal Resources Development Fund, which shall be
available to the head of the designated agency for carrying out the
loan guaranty and intcrest assistance program authorized by this
title, including tke payment of administrative expenses incurred in

connection therewith. Moneys in the fund not needed for current -

“operations may, with the approval of the Sceretary of the Treasury,

- be invested in: bonds ‘or other obhg'atxons of, or guaranteed by, the . -

United States.

(b) There shall be paid into the fund the amounts appropriated
pursuant to section 304(c) and such anounts as may be returned to
the United States nursuant to section 202(b), and the amounts in the
fund shall remain available until expended, except that after the
expiration of the ten-year ‘period establishied by section 203, such
amounta in the fund which are not required to secure outstanding
guaranty obligations shall Le paid into the general fund of the
Treasury,
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(¢) Business-type financial reports covering the operations of the
fund shall be submitted to the Congress by the head of the desig-
nated agency annually upon the completxon of an appropriate ac-
countmg period.

TITLE III—GENFRAL PROVISIONS

. - PROTECTION OF ENVIRONMENT :

Sec. $01. In the conduct of 1ts activities, the PrO)cct and any
participating public or private persons or agencies shall place par-
ticular emphasis upon' the objective of assuring that the environ-
ment and the safety of persons or property are effectively protect-
ed; and the program under title I shall include such special research
nnd development as may be necessary for the achxc\'ement of that
objective,

- REPORTING REQUIREMENTS

Sec. 302. (a) The Chairman of the Project shall submit to the

- President and the Congress full and complete annual reports of the

activities of the Project, including such projections and estimates
. as may be necessary to evaluate the progress of the national geo-
thermal energy rescarch, development, and demonstration program
and to provxde the basis for as accurate a judgment as is possible
concerning the extent to which the objectives of this Act will have
. been achieved by June 30, 1980.

(b) No later than one year after the termination of each demon-
stration project under section 105, the Chairman of the Project shall
submit to the President and the Congress a final report on the activi-
ties of the Project related to each project, including his recommenda-
tions with respect to any further legislative, administrative, and oth-
er actions which shoula be taken in support of the objectives of this
Act. .

TRANSFEE OF FUNCTIONS
Sec. 303. (a) Within sixty days after the effective date of the
law creating a permanent Federal organization or agency having
jurisdiction over the energy rescarch and development functions of
‘the United States (or within sixty. days after the date of the enact-
ment of this Act if the effective date of such law occurs prior to the
~ date of the enactment of this Act), all of the research, development,
and demonstration functions (including the loan guaranty program)

L vested in the Project under this Act, -along with related :records, v

documents, personnel, obligations, and other items to the extent
necessary or appropriate, shall, in accordance with regulations pre-

- seribed by the Office of Management and Budget, be. transferred to... -

and vested in such organization or agency.

(b) Upon the establishment of a permanent Federal organization
or agency having jurisdiction over the encrgy research and develop-
ment functions of the United States, and when all research and de-
velopment (and other) functions of the Project are transferred, the
members of the Project may provide advice and counsel to the head
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of such organization or agency, in accordance with arrangements
made at that time. :

AUTHORIZATIONS OF APPROPRIATIONS
Sec. 304. (8) For the fiscal yvears ending June 30, 1976, and
September 30, 1977, 1978, 1979, and 1980, only such sums may be ap-
propriated as the Congress may hercafter authorize by law.. -
(b) There are authorized to be appropriated to the National Aero-
nautics and Space Administration not to exceed $2,500,000 for the

- fiseal year ending June 30, 1975, for the purpOSe of preparmg the
~ program definition under section 102(a). ‘

(¢) In addition to sums authorized to be appropriated by subsec-
tion (b), there are authorized to be appropriated to the fund not to
exceed 350,000,000 annually, such sums to carry out the provisions of

the loan guaranty prograin by the Project under title IL

Approved Sept. 3, 1974.

- AGRICULTURAL ADJLST\IL\T ACT-—TOBACCO
MARKETING QUOTA

For ch::!ut: ‘e History of Act, see p, 5279

'PUBLIC LAW 93-111; 88 STAT. 1089

{H B. 6454]

An Act to amend the tobacco markeling quota provisions of the Agrlcultunl ’
Adjustment Act of 1838,

Be it enacted by the Senate and House vf Representatives of the United
States of America in Congress assembled, That:

The Agricultural Adjustment Act of 193813 is amended by msert-
ing after section 319 the following new section:

“Sec. 320. Notwithstanding any other provision of law, begmmng
with the 1975 crop, any kind of tobacco for which marketing quotas
are not in effect that is produced in an area where producers who
are eng.xged in the production of a kind of tobacco traditionally pro-
duced in the area have approved marketing quotas under this Act
shall be subject to the quota for the kind of tobacco traditionally
produced in the area: Provided, however, That this section shall not
apply in any case in which the Secrctary or his designee finds any

*"..such nonquota tobacco is readily and distinguishably different from‘f
. any kind of tobacco produced under quota, because of seed variety,

cultural pructices, method of curing and other factors affecting its

- physical characteristics, as determined through the application of

the Federal Standards of Inspection and Identification of quota
types and the tobacco does not possess any of the distinguishable
characteristics of a quota type. 1If marketing quotas are in effect for
more than one kind of tobacco in an area, any nonguota tobacco pro-
duced in the area shall be subject to quotas for the kind of tobacco

13, 7TU.S.C.A. § 612c et seq.
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BANK OF MONTREAL - (California)
MERRILL LYNCH FINANCING PROGRAM

The Bank of Montreal (California) and Merrill Lynch have joined
forces to assist borrowers under the Geothermal Loan Guaranty
Program in gaining access to funds quickly and on the most advan-
tageous terms available. They are also prepared to make their own
- experience and capabllitles avallable to borrowers to adv1se them
on the structure and terms‘of‘flnanclng pQSSlbllltleS which are
-best suited co the borrowers neede and objectives."The Bank's
parent, The Bank of Montreal, is the oidest of Canada's nine
chartered banks, having been established in 1817 in Montreal. The
Bank of Montreal began itsbinternational operations when it opened
an office in New York in 1859 and in London in 1870. The Bank was
banker in Canada for the Canadian government from 1863 until the
establishment of the central bank in 1935. With total assets of
over $20 billion, the Bank of Montreal is one of the 3 largest
banks in Canada and the 34th largest bank in the Free World. It
has over 1,200 branches in Canada and overseas and offices and

correspondents throughout the world.

Through its sub51diary, Bank of Montreal (Callfornia) located in
W‘San Francisco and Los Angeles, 1t has been 1nvolved w1th the 7
Geothermal Loan Guaranty Program from its inception. The Bank is
one of the most active lenders_in the Geothermal Program, and has
an excellent working relationship with the administrators of the
brogram. Since the loan must be properly serviced in order to in-
sure the maintenance of the guaranty, the Bank's experience and

capabilities of servicing government guaranteed loans is an




important factor with respect to the Geothermal Program.

Merrill Lyﬁch is one of the leading securities firms in the world
and is active in_virtually every aspect of the securities business
both domestically and internationally. Merrill is a leading bro-
kerage house, commodity trader, investment banker, underwriter and
trader of municipal securities, and dealer in Government Securi-
. ties. To support ite securitiesvactivities Merrill has research

analysts and an economic consulting group.

of particuler interest to'a prospective borrower under the Geo-
thermal Program is the volume of Merrill Lynch's government securi-
ties activities. Last year, Merrill Lynch Government Securities
(GSI) accounted for nearly 14% of the Federal government's securi-
ties trades handled by the nation's 34 reporting dealers. Merrill's
average daily government securities volume was $1.4 billion, with

30 days in which daily:trading topped $2 billion, and peak day.of
$3.4 billion. This volume is made possible by an intensive sales
and marketing effort encompassing both GSI's own small but highly
~efficient national sales staff and the worldwide network of Merrill
Lynch, Pierce, Fenner &vSmith and Merrill Lynch International
-offices. GSI hae trained 222 Merrill Lynch eccount executives,
located in 94 offices, in ali phases of the Government Seourities P
market and all the other offxces can qulckly tap GSI- for expert

a531stance whenever needed.

In addition to Merrill's large scale activities in Government
Securitles, the firm is also a leading underwrlter and market maker
in loans guaranteed by government agencies. Merrill began under-
writing and market making in late 1974 and by the end of 1976 had

underwritten over $100 million of federally guaranteed loans.
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Merrill has had.particulatly extensive experience with loans guar-
anteed by.the Small Business Administration, the Farmers Home

Administration, the Agency for International Development, the Over-
seas Private Investment Corporation, therNational Marine Fisheries
Service, the Department of Defense and thé Maritime Administration.

Merrill maintains a special department to handle the underwriting

- and market making of government guaranteed loans. This department

is complementary to GSI and draws upon GSI expertise in government

securities research and market analysis. .

The Bank of Montreal (California) is a wholesale commercial bank -
with experience in financing "project loans" and the processing

and servicing of government guaranteed loans. Merrill Lynch is a
leading investment banker and underwriter and market maker in
government securities and government guaranteed loans. The com-
bination of these two firms working>together»provides a prospective
borrower with the opportunity to obtain financing under the
Geothermal Program as expeditiously as possible and to structure

a financing package on the most advantageous terms‘availablé.
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TIME SCHEDULE
The following outline presents the principal events which are ex-
pected to occur in the course of obtaining a loan guaranty under
the Geothermal Program.
Preliminary a The borrower has prepared a feasibility
: study for an eligible‘geothermalr
project.
Day 1 Representatives of the borrower, Bank

of Montreal and Merrill Lynch meet to
discuss project, financing requirements,

and material to be submitted to ERDA.

Day 22 ‘ Deliver summary of project to ERDA's
Oakland, California office (SAN). Sum-
mary to include the following information:
1;) A statement of the project's

scope, nature, cost, location and

objective;
2.) Environmental considerations;

e3.)A Informatlon concerning funding_ofk.

the project through completion;

4.) Description of terms and conditions

of the proposed loan agreement;

5.) Financial information about the

borrower and lender;




Day
22

Day
36

(6)

(7)

(8)

(9)

(10)

Relevant geothermal resource data

'together with a description of how

the resource will be utilized;

Description of the operations and

processes to be employed;
Management organization;

Marketing analysis of the project
demonstrating a reasonable assurance

for payback of the loan; and

Other such information as the bor-
rower and lender feel should be pres-

ented during this conference.

With delivery of information, request

appointment to meet with program director

in two weeks to review proposal.

Pre-application conference at SAN's

offices at 1333 Broadwqy,}Oakland,

. California. A loan guaranty officer will

be assigned to the projecﬁ'to work with

applicant to aid in answering questions

or resolving any difficulties.




e

Day ,
36 (continued)

Day
66

The principal individuals associated

with the borrower's prbject

| togéther’with an authorized represen-

~ tative of the lender's organization

should attend this meeting. The pre-

application conference provides both

. the lender and borrower én opportunity-
- to meet with\the specific ERDA team that

. will be evalﬁating'their application and

to resolve any outstanding questions

prior to its submittal.

Application form completed together with
supplemental information concerning pro-

ject and borrower.

Upon completion of the original geothermal
loan guaranty application package, the

borrower and‘lenderkshould:

l.) . Assemble and submit all application
packages according to the following
) foiﬁéf:- e _ D RN
a. Transmittal‘letter;
b. Application form.
c. Borrower--supporting information

(including borrower's checklist).




Day
yu 66 (contlnued)
o/
-

Day

96-126

2.)

3.)

4.)

Energy Research and Development Administration
- San Francisco 0peratlons Offzce : o
©1333 Broadway 5

d. Lender--supporting information
(including lender's checklist).
e. Loan agreement.

£. Other relevant agreements.

Identify and appropriately mark all
information deemed confidential or
proprietary by the borrower or

1enden.v

Reproduce and assemble 14

additional copies of the completed

~geothermal loan guaranty application

package. Three application forms
shall be signed in ink (not re-

produced). The remaining copies

- submitted to ERDA need not be origi-

nally signed.

Forward the 15 completed

application packages to ERDA ad-

dressed as follows.

Oakland, CA 94612

Attention: Geothermal Loan Guaranty

Program Office

Informed of ERDA's approval of project.




Day : _ Loan guaranty and loan agreements
- 156 ' ‘ :
= executed.

Thereafter to keep the lender and ERDA informed of the progress
- and financial condition of a project, interim, quarterly, and

annual reports will be required. SAN must approve, in advance

and in writing; all disbursements‘connected with the project.






