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Ott September 2'9,, 107, the ,Statp 1,ands Oommisston authorized 
the offering by competitive -bidOf appeoximoteiy ,6,480 
acres ia the bed Of, Owe,0 ;(**P4'IrlY0 County, fov Mtnevel 
Xtractione0e the rOyqUypreva4ed in the proposed, 

lea,e,was 	Of the gross s4esof All unprocessed pr 
crude re,removed from the 100 1*, and a%.  o1, the ,gross 
sales Of a14: proOeSse4,PTOW#A,i, ,SUbjeg,t td an, escalator ,  
hoseenin'jthe,  lessee4s reIatiO profitability, to he,  applied 
to the rOyalty dn'proCessed prpOudts, (8ee attached Exhibit 
A-..Sectior0 ofthe 	 Considqation. I The 
eScalatWand lease, foi*wa$,SubjeCt4 gppr,OYql oftle 
866uttVe Office and -the'aff,i0,0tOpikttbrney general. 
the 1,eaSe will be awarded to, the Mbst qualified bidder 
OfOtiAig the highest bLd factor,whiCh,,wouid be applied, 
t/j' both the crude 'cite and, prOcessed product royalty,  rages.. 

'The ftecutivp officer 0410 the Offiev of the' Attorney general 
have approVed the profltahiltty tndex escalator and the 
form of the lease- The eed4loor wil) tecOme,effective 
upon the eXeeutiOn of the iease and Abe applied annually 
to, the propeSsed prod*OctS royalty_beginni3Og ±111;h the 
second 	Yg4rthe eSCaI4tor is 'based on,  thp ratio 
of the lessee's' annual net Oter-tax income to the corresponding 
gross revenues fpe processed. products as that bears to 
iS% (average profit ratio Of Similar mtniing companies). 
The effect of this eScaIation,wilI peovide the State with 
25% of the net after taX income ftoM the sale of all processed 
products, For all crude ore'sold the State will receive 
10% of the gtosS soles. 

The 'Staff 'of the COmmission has publicy advertised the 
"Notice of Intention to Receive Bids for kos•"' on January 
19, 197& and January 2'6„ 197'8. pidg 	it be received on 
February 14, 1978, in the tong 8eaCh Office' of the State 
Lands Commission. Atter, analysts ot the bide, a recommendation 
will he presented to the Commission for their consideration 
on the award,  of the lease, 
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RbyaVties,  fct Ghe mineral, resource§ produced andior extracted 
and sold, are to be deterthInedaccording tO the following 
,,formula 

gOYAVY: FOkM4A 

Whe 	'royalty in dbIllrs aid 'cents; pa;#1.0 
the'gtate,'1:6 etie' c4sa of ,UriprOCeSSed'Or 
the, roya* T.ter to S.ttall'ho't. 1)e Lel's,  than , 

4'Weighted average grbs$ Salr,,s rice,  
per—Month per ton of OhprocesSed 0,0*ti'7454 
arid 'Old' TOB O'Wens take, 

• , 
`T . total tonnage of unpvoccSSed ate extractect' 
and sold per Month, from this lease,' 

troittability factor, (as, de6ned' 
, 15e00, 

'products soil - 	lesAde at grass saleS, 
priee 	'Owens Lake, ' 

bid pleter submitted by tesSee as'F;xhihrt 
attached hereto, 'Opressedas 1.4, 1,1, 

b1.1;c 	lesS than LP, which 
eAlblhis Incorporated herein, by reference. 

The determination of what gs proces6ed product and unprocessed 
ore for purposes of the, application of the vatinus royalty 
rates for processed products and anprecesSed ore ,shall 
be made by the State, denerally, howevarl  the State shall 
utilivi the olloWIng deffnittons for ttle determination 
of What is•prOcessed 'product and uhproceSsed ore:, 

Unprocessed ore shall be the unconcen-
trated or as it le6veS the lakebed eXtept for the phytoal 
.Paratio of ,brine Or free, moisture;' 

Processed products sha1l be that which 
LS not, ,unproqes,sed ore. 

. total tross sales, fo'r atl yprecessed 
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Annual mioiMum royaltioF shall be V.5,1060 for the first 
year,' OM00,, for the s,..,ond4.and AlOG,000 fet the thlrd 
and each 	 'dos,e• 	therftel:  

The,above royalty forMula relative to processed products 
shall be stibject to yearly adjustments, beginning:with 
and effeCtive from thebotinning dk,tteof 	leasee's 
second: 	year which occurs, after the effective date 
of this,  Lease. The first adjustment shall be based, on, the 
lessee's first fiScal year whlch bepn on or after the 
effective date of thisjease, Sa&d, adjuStment shaal, be 
made in accordance with the following 

Themultiplket 	Iherett*ter referred to as a, "multiplier") 
applted to, 6he factor 4i)", in the above fOrmulai shall 
be changed bypultkpiic#10P by Profitability factor. 

,Where l'= the' total net aftertalf income attributable 
-to processed products frn, the:p..revious 
ascal year. , 

the total tross revenues attributable 
to such procesSed products, for the prey., pus 
fiscal year. 

Each year's adjustment, if any, shall be based upon the 
lesse,'s accounting statntents and other information required 
to be provided to the State by the Lessee as set forth 
below. At the end of any fiscal year and prior t,) determination 
of the profitability Factor (P.P.) For tho next year as 
set forth above, the royalty rate shall remain or revert 
to 591.. 

Upon the determination of the profitability factor to he 
applicable to any fiscal yedr, as set forth herein, the 
Lessee agrees to pay any ..6ditione royaltfes determined 
to he sine based upot, the new royalty rate on processed 
pr tucts. Said obligation shall be retroactive to the date 
at: which au adjustment could have been made. Lessee further 
agrees to pay interest on said additional royalties, at 
the rate specified in Public Resources Code Section 6224, 
from the date the additional royalties would have been 
due, 1.ntil paid. 

in the evert that the P.F. is equal. to or less than 1, 
no adiostment to the mutt;plie• Jr the royalty formula 
shall be Made during the next following -Year. 
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in order CO obtain values for "I" and "G" and thereby derive 
the profitability factdr, the lessee shall subadt an audited 
balance sheet and an audited incoMe statement of letse's. 
operation, .ccompanie by an unqualified opinion of an 
independent eertified public accountant for each fiscal 
year begtnning with the first full fiscal year following 
the effectiVe date of this 'Lease. 'these financial statement:. 

shall include the following information 

red 	
to the 

procesed prOducts: gross revenues, operating expenses, 
net praits before taxes, income taxes allocable to the 
processed products and net profits after taxes, If requested 

by the Stae_, lessee stall require that the i

s 

eertified public accounting fIlm provide the State with 
topics of Any and al audit worlang papers used to determine 
the prOcessed product information'. These audited financle 
statements s61I pp due within'90 days following 

the.'eta 

of the 

 ion  in 	fiscal year unless lessee has obti,ned 
permission in wtiting 

tram the State 1,.. ands Comission's 

Staff for later subMission. 
	' 

The State, upon receipt of the above, shall compute the 
"profitability factor' and Shall notify the lessee of its 
determinatlon of the new royalty rate on processed products. 
In the event the State determines that such statements 
contain ()) are based on inaccurate or unreasonable information, 
the State may utilize such informatIon as it deems necessary 

in order to camp he 

the above factor. Said rate shall be 

effective from the beginning date on Which said adjustments 

could be made by the State. 




