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. PROPOSED QWENS LAKE .
- MINERAL LEASE ESTRACTION

Waggoner

Stdte Lands Commission aufhorized
the offering by mpmpe;fﬁive'ﬁiﬁ}pf,aggﬁoximatglyr64880 ‘
dceres it the bed of Owens Lake; Inyo County, for Mineral
‘ExﬁrachonuLea§ga The fqulpy(pﬁOVAGed Int the propgsed
lea.e was 10% of the gross sales.of All unprocessed oy

crude ‘ore removed from the lake bed and 5% of the gross
salas of 4ll provessed producEs, $ubject &o an escalator,
based ‘ou the lessee’s felabive profitability, to be applied
to the teoyalty 6ﬁﬂptp¢es$ad?pﬁg§ucts} {(See attached Exhibit
A--Section, 3 of the lease, untitied Considuratlon.) The
escalatoy 'and Léase fornl wasg . subject o approval of the
Exedutive Qffice and the (ffide af the Attorney General.
The ledse will Be awavded o the most qualitied biddeér
offering the highest bid factor which would be applied.

to borh the crude ore and prockssed product voyalty irates.

On September 29, 1977, the Stdt

‘The Executive Officey and the Dffice of the Attorney Gdneral
have approved the profitability index escalafor and the
Form of the lease. The gscplator wil) become, effective
upon the executitn of the lease and bé applied annually
:colche,prqcééscd'pfddﬁékg'royalﬁy\beginning with the lessee's
second £iscal year. The escalator is based on the ratio

of the lessee's annual net after Fax income fo the corresponding

grass tevedues for pracessed produats as that bears to

15% ?gvexage‘pﬁofwt,ra&io'qf.ﬁimiiaﬁ minkng eompanies),

- The effect of this escalation will provide the State with

25% of fhe net after tdx income Erom the sale of all processed
- products, For all crude ore spld the State will receive

10% of the gross sales. ,
The Staff of the Commission has publigiy advertised the
"Notice of Intention to Recedve Bids for Lease'" on Japuary

19, 1978 and January 26, 1978. Bids vill be received un
February 14, 1978, in the Long Beach Office of Che State

Lands Commission. Afiter analysis of the blds, a recommendation
will be presented to the Commission for their consideration
on the award of the lease. ‘ | |
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Royalties ek the mineral resources prouuced and/or extracted
and sold are to be detecmlned accordxng td the f~c>],lowing
Formulat :
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Whewe R = toydl ty in do lara and cedts pai
0 the Stake, In Ehe case OF unprd¢e$“e
Lh “an1by wer fnn sh“ﬂl not be Les'
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G = melghtcd averagq groqw salnsnpviae
per gonth pet ‘ton of uhprocessed ort @xtracbed
and‘snld FOB Quens Lakeu\J

[ L
I

T = potal tennage of UHPYOCQSaed ot extradted
and sold per wonth Erom this lease.
"H.?w'z pvothabllxty fa ctor (as da?iﬁea
Vbéiﬁw) . .

b , v !
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Pow totaﬂ gross aales for all Jprocess é&

products s61d by Lassee at grass sale
Fice FOB hwens Lake .

R = bid Factor submxtted by Lesdée as Exhibit
attached heveto,‘-apreswed‘aq 1.0, 1.1,
W3, dteyy but hot lesd than 1.9, wh el

wxhdbll i3 meorpﬁxated herein by veference

The determination of what is processed product and unprocessed

ore Eor purposes of the application of Ehe various royalty

rates for proce;sad producrs and anprocassed ore shall

bé made by the State, Generally hCWEVu , the Stdue shall

utilize the following ﬂebin(czmnq or Lxe determination

of what {s praoesaed produe and unpcpcebsed ore:

1, Unproces ed ore shall be the uhconcen~
. trated ore as Lt lewsves the 1akebwm except for the physical
‘sgpﬂratxmn,of brxnn or free meisture;

2, Processed products shall be cnac which
Ls not, unpraccbsed e,

R
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Annual, m i royaltioe shall be $75,000 For the First
yeqr5‘$ﬁﬂgaoa~fqr the Sesond, . and émOQ,OOO for the :thiyd
and each SUCces&ﬂve‘méase-year chef&aftaw@ ,

The &bmve;toyakcy formula relative t¢~preaas$ed product s
shall be*suhjagt €0 yearly adjuatmqhts, baginningdwiph
and effect e from, thg'beginning date of tha legsce's

s

Second Fiscal vear whmch\oe¢ur$~af&ar the efteardve date
of this lease. The firse adjustmept shald pe basad on the
legsan's £invst fiscal Yéar which began on. op aftey the
dffoctive dave of nhisﬂ$éase‘ S@&dié&ju$cmen; shall. be
made in acgordance wiph-che.ﬁoliawing;

The muktiplier 0,05 Khéfaiumﬁégr referrdd to as 4 "multiplier)

appiiadwcgvﬁﬁe Factop fpi i the abave torpula, shall

] DS |
ba chﬂﬁggd;by,muLtbpiicgﬁion by~a,pn@£££abﬁibty factor.,
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- Where 1. the total neg aftertay income AtLributable
%0 Processed Produets fo- chg‘p:evigus
fiscal vear, S o
¢ = the Lotal grosg revarnues atpribuﬁgble
to such procesgad products, for the PTeV. ous
fiscal year, ' L

gach year's adjustment3 if any, shal) be based upon the

lesse’ 1g accounting Statements gnd 2ther information vequi rad
to be Provided o fhe State by the lessee as set Fforpl -

below, AL the end of any fiscal yaar and priop to dét@rmination
of the ptofitability factor (P.FV) For the next year ag

set forth above, rhe Yoyalty rate shall remain or revart

to 5%, ,

‘e

Upon ‘he decermidation of the prmfftability factor to be
applicable tq any fiscal Yedr, as set foreh herein, phe
Llessee agtees to pay any wadi-tional voyalr feg determs ned

to be due based’upou the new voyalty tate gp processag

Pr lucts. Saiqg obligation shall ba Fetroactive to phe Jate
at which an ad Justmaqt “ould have been made, Legspp Further
dgraees o Pay interest gy sald additiaongt coyalties, g~

Che razp specfff&dsin—?ubli; Resources Codp Section 6224,

- Erom the date the Addi ¢ ana] voyalties would have beasn
due, untji paid, ‘

In the svent phyr he PoF, is equal ro ot less than 1,
no adimstm&nb to Lhe MUltiplier in the rovelty formula
shall Be made during the next fﬂllﬁwiﬁg year,
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