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AUTHORIZE NOTIFICATION OF DEFAULT
OF HAZARD REMOUAL REQUIREMENT
UNDER MINERAL EXTRACTION LEASE NC. PRC 7073

LESSEE: Aggregate Transport Co., Inc.
P.0. Box 160086
sacramento, California 95816

John Grattan
‘Grattan/Cersick/Karp

1009 Fourteenth Street
Sacramento, California 95814

BACKGROUND INFORMATION: A
Oon April 23, 1987, Lease PRC 7073 was issued to
Aggregate Transport for two years, effective
May 1, 1987. The lease was awarded pursuant to
competitive bidding.

The lease bid package provided a disposal site
which was environmentally approved for dumping
but not offsite transfer. The bid package also
stated that the bidder could use another spoils
site provided it could be certified under CEQA.

The bid géckage called for removal of a
navigatjonal hazard located at the entrance to
the do¢ks. Remcval of the hazard uas to be
accomplished within the first three months of
‘the lease term that is by July 31, 1987.
Determination of royalty was by the highest bid
factor.
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CALENDAR ITEM NO. 24 (CONT'D)

rPggregate Transport was the highest qualified
bidder of the two bids it submitted a bid
factor of 2.3, The 2.3 bid factor operates as
a multiplier to the lease royalty formula and
fixes royalty at 23 percent of the weighted
average sales price per cubic yard. The lease
has & minimum .annual rovalty of $30,000 and an
annual rental of $121,

In is bid proposal Aggregate Transport
indicated that it would use the spoils site
identified in the bid package and that it could
obtain all necessary approvals. In the
alternative aggregate Transport stated that it
would use a site locatad at Harbor Sand and
Gravel, 231, 2nd Street, West Sacramento,

APA #12755-01-02.

On June 29, 1987, the Lessee had not begun
removal of the hazard and was reminded of the
requirement to remove it by July 31, 1987, At
that time, the Lessee requested a 30-day
extension of the hazard removal date to allow
for approval of the project by the Central
Valley Regional Water -Quality Control Board on
August 14, 1987. The lessee anticipated at
that time that all other required permits
(including approval by the City of West
Sacramante t. spoil and transport materials
through { o City) would be in hand during the
month of July. Staff granted the lessee's
request for an extansion of 30 days. The
Regional Water Quality Control Board permit was
issued on August 14, 1987.

8y early August, the lessoe had still not
obtained a permit from the City of West
Sacramente. The City was hesitant to issue a
permit because of potential impacts associated
with transporting the material from the
disposal site. At the lessee's request, a
letter was sent vo the City on August 17, 1987,
informing the Planning Department of the terms
of the lease including the provision requiring
removal of the navigational hazard. The City
considered but did not approve the project on
September 24, 1987.
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CALENDAR _ITEM NO. 24 (CONT'D) _

Bocause the permit issued by the Department of
Fish and Game authorizes the lessee to perform
dredging only from July 1 - Saptember 30, the
lessee will not be able to dredge before next
July regardless of receiving -City approval.
Therefore, the hazard remains in place and the
lease is in default.

additionally, the lessae has made no attempt at
any time to use the alternate site identified
in its bid proposal. In fact, it has now lost
the right to use the site because of a lease
termination to date the lessee has not secured
the right to any other disposal site.

The default has occurred because of the
lessee's failure to dredge the navigational
hazard during the first three mohths of the
jease term. Staff is therefcre seeking
authorization to notify lessee immediately that
it is in default under the terms of the lease.

Upon notification, lessee has 90 days to cure
the default. If lessee fails to cure the
default within the 90-day period, the,

Commission may proceed to cancel the lease and
collect damages.

N/A.

INFORMATION:

pursuant to the Commission's delegation of
authority and the State CEQA Guidelines

(14 cal. Adm. Code 15061), the staff has
determined that this activity is exempt from
the reaguirements of the CEQA because the
activity is not & Yproject” as defined by CEQA
Guidelines.

Authority: P.R.C. 21065 and 14 cal. Adm.
Code: 15378,

A. Site Map.

8 Lease.

f reorewe
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CALENDAFR ITEM NO. 24 (CONT'D)

IT IS RECOMMENDED THAT THE COMMISSION: -

1.

FIND THAT THE ACTIVITY IS EXEMPT FROM THE REQUIREMENTS OF
THE CEQA PURSUANT TO 14 CAL. ADM. CODE 15061 BECAUSE THE
ACTIVITY IS NOT A PROJECT AS DEFINED 8Y P.R.C. 21065 WND
14 CAL. ADM. CODE 15378.

AUTHORIZE THE EXECUTIVE OFFICER TO NOTIFY AGGREGATE
TRANSPORT THAT IT HAS FAILED TO COMPLY WITH THE HAZARD
REMOVAL PROVISION OF LEASE PRC 7073 AND IS IN DEFAULT OfF
SECTION 1, PARAGRAPH 3 OF THE LEASE, AND FURTHER, THAT
FAILURE TO CURE THE DEFAULT WITHIN NINETY DAYS OF RECEIPT
OF THE NOTICE MAY CAUSE CANCELLATION OF THE LEASE AND
PAYMENT OF DAMAGES.
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FRC 7673

EXHIBIT B
STATE LANDS COMMISSION~ - -
state of Califoenia

)
Lease for Extraction of Mineral Resocurces

Section 1-

THIS INDENTURE OF LEASE:; made and entered. into pursuant to
Division 6 of the Public Resources Code, Statutes of California,
by and between the State of California, acting by and through
the State Lands Cmmnisszon, sometimas hereinafter called the

State, as lessor, and Agqreqate Transport Co,. Ing.

hereinifter called the lessee, whose malling address is:

28 28th Street, P.O. {Box 160086, Sacramento, CA 95816

' 4
WITHNRESSETH

That the State;, in vconsideration of the royalties and
rentals provided hereunder, as well as the covenanfs, conditions
and agreements hereiu ¢ontained, does hereby lease unto the
lessee that certain par«~e1 of 3land, hereinafter designated as
the "“leased {ands.," situate in the counties of Sacramento 2nd
Yolo, State of Califcrnia, and more particularly described in

Section 3 hereof.

1. This lease shall commence on the first of the moath
following the month in which this lease is executed by the
State, which date shall be hereinafter referrad to as ¢£he
"effective date of thi lease" and shall continue for two years,
unless sooner terminated as provided below. The lessee shall
have thé option to reniéw this lease for one successive pericd of
two years upon sich rizasonable terms and conditions as nay :be
prescribed by the State, including but not 1limited tfo,
modification of the royalty or rental provisions., or any cther
provisione in a manner which, in the opinion e¢f the State, will
adequately piotect the 'interests of the State.

g The lessee jphall have the right to remove sand and
gravel from the leased 1lands. No. other minerals of any kind
shall be removed without the further express consent of Lessor.

3. Additionally, Lessee shall remove the navigdtional
hazard identified in [Exhibit ©“A" asg necessary to -attain a
navigational depth detérmined by the United States Army Corps
of Engineers. Such hazard shall be removed during ‘the ti:st
three months of this Leise,

CALENDAR PAGE
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4. Purguznt to ths Commission's delegation .of zuthority
and the State CEQA Puidelines (14 Cal. Adm. Code 15025), the
staf{ has prepareid a MNegative Declaration identified as EIR
No. 403, State Clearinghouse No. 86072111 attached as
Exhkibit “E>*, Sucy Megative Declaration was prepared and
girculated for public review pursuant to the provisions «f CEQA.
Further environmental documontation will be requized to discuss
use of any disposzal site proposed for ruse by the successful
bidder not identified in ND 403. sSaid additional envircnmental
documentation, if required, will have to be adopted by the State
lands Conmission .prior to the effective date of this lezse. The
mining operations allowable under this lezse shall be those
described in said Negative Decliratlon and {) any additional
environmental documentation.

S The bpnd required pursuant <o paragraph 17 of
Section 4 is to ba in the amount of $40,000,.00. .

6. Thiw lease consists of four =zxections and exhibits
"A* and *3" attached hercto &nd by reference nade a part of the
whole agreement.

CALENDAR PAGE
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CONSIDERATION:

Royalties for the mineral resolurces produced or extracted are to
be determined according to the following formula:

R = [0.10 W(Y)] B

R = royalty in dollars and cents paid to the State.

B « bid factor of _ e 3 Kd'whicb shall be no less

than 1.0.

¥ = weighted average lease quarter gross sales
price, £.0.b. the dock, per cubic yard.

Y total lease guarter cubjic Yyardage rzemoved <£rom
the lease area.

The weightaed average sales price (WASP) per lease quarter shall
include consideration of wholesale &nd retail salas and is
subject to approval and audit by the State. The royalty rate
for a leazse quacter shall be based upon the WASP for that
quarter. In place sales shall not be permitied.

The minimum royalty to be paid to the State for any lease year
ghall be Thirty Thousand Dollars ($30,000).

The first 1lease quarter shall be the first three wonths
following the effective date of the lease and every three-month
period thereafter shall be a lease quarter. A lease year shall
be the £first twelve /{32) congecutive months £following the
effective date of the iease and every twelve month period
thereafter shall be a leace year.

A1l sales and production data are subject to audit by the State.
The term *“dock* as used herein is defined as the berthing

facility commonly used by the lessee as zhe. base of operations
Zor the -conduct of those operations permitted under the terms

of this lease.

All royalties shall be due and payable to the State as provided
in Section 4, Paragraph 2 hereof. ‘

LUDARPAGE e sone
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SQct;og 3

Land Description

211 that tide and submerged land in the bed of the Sacramento

River between Mile Post 56.0 and Mile Post 58.0 in Sacramento AR
and Yolo Counties, California. A

EXCEPTING THEREFROK any portion lying landward of the ordinary

high water marks along the right and left banks of the
Sacramento River.

o

END OF DESCRIPTION ‘ -

PREPARED DECENMBER 4, 1936 BY BOIsDARY SERVICES UNIT, M. L.
SHAFER, SUPERVISOR.

’

T
CALENDAR PAGE _..W_Q_.a_* 8
MINUTE PAGE Z




W 23828

Section 4

COVENANTS AND CONDITIONS

1. PURPOSE:

(a) The lessee shall have the right to rcemove only
those mineral resource deposits from the leazsed lands as are
spec: "8 4in paragraph 2 of Section 1 hereof.

(b) The State shall have the right to go upon the
lea: .; lands for the purposes of conducting surveys, tests, or
expuriments using any geological, geochemical, geophysical or
other method, including core drilling, for determining the
presence on or in the leased lands of any natural resources
including but not 1limited to oil, hydrocarbon gas, other
hydrocarbons, and geothermal resources, as well as all other

mineral deposits listed in_Public Resources Code Section 6407

(hereinafter collectively “mineral resources®), provided that
such surveys, tests, or experiments do not unreasonably
interfere with or endanger lessee's operations pursuant to this

lease.

(c) The State shall have the right to 1issue
additionai non-exclusive exploratory rights teo conduct surveys,
tests or experiments using any geological, geochemical,
geophysical or other method, including core drilling, for
determining the presence on or in the leased lands of any
natural resource except those 1listed in paragraph 2 of
Sectloz 1:; provided that operations conducted pursuant to such
rights do not unreasonably interfere with or endanger lessee's
operations pursuant to this lease. Further, lessee agrees to
allow all persons authorized by such rights to anter upoa the
leased 1lands in order to conduct such suvrveys, testgs or
experiments.

(d) This 1lease is entered into with the agreement
that its purposes are and its adninistration shall be consistent
with the principle of multiple use of public 1lands and
resources; this lease shall allow co-existence of other permits
or leases of the same lands for deposits of other mineral
resources under applicable laws, and the existence of this Xease
shall not preclude other uses of thig area covered hereby.
However, operations under such other permits or leases or other
such uses shall not unreasonably interfere with or endanger
operations under this lease, nor 8hall operations under this
lease unreasonably intepfere with the public easement for
commerce, navigation, and fishing or endanger -operations under
any perzmir, lease, or other antitlcment for use issued pursuant

:CALEND&&?AGE
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W 23828

to the provisions of any other act. Nor shall this lease be
construed as superseding the autherity which any State
department oz agency has with respect to the management,
protection, and utilization of the State lands and resources
under its jurisdiction. The State may prescribe 'in its rules
and regulations ttese conditions it deems to be necessary for
the protection of yther mineral resources.

{@) This lease doeg not conte: upon the lessee any
other privilege or right not expressly given herein.

Y CONSIDEBATI ..¢

Lesst agrees to pay to the State the {following
rovalties and rentals, without deduction, delay or offset and
&6 is further provided hereia:

(a) Lessee agrees to pay the State, annually in
advance, a5 rent, the some of One Hurndred Twenty-One Dollars
($121,00) per year. ‘

{b) Operating royalties for the mineral resources
produced or -extracted based on the formula, rate, or in the
amount specified in Section 2 hereof, which shall be due and
payable the 25th day of the month following the gquarter of
production,

(c) If the operating royalties for the mineral
resources produced and/or extracted and sold during any lease
year is less than the minimum royalty set forth in Section 2,
hereof, the difference between the total operating royalty paid
for that year and the minimum royalty shail be determined by
lessee and shall be due and payable no later than the 25th day
of the month, following the end of the lease ‘year. Ian the event
that this lease is terminated for any reaqon during a lease
year, the minimum rc alty for such lease year shall be due and
payable no later than the 25th day of the month following the
date of termination. The minimum royalty for such lease year
shall be prorated on the basis of a 365-day year.

{d) Lessee shall keep accurate books and records of
his operations hereunder, including all minerals extracted from
the leased lands, together with the cost of extraction of same
and of wnining, m1111ng..and shipping thereof, and shall file
with the State copies of all sales contracts for the disposition
of any and all minerals extracted from the leased lands.

(e) On or befure the 25th day of each lease quarter,
the lessee shall deliver to the State statements in the forr
prescribed showing the work performed upon the leased lands
value of all mineral resources extracted., produced, shipped or

¥
1
¢
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sold therefrom during the preceding lease quarter. These
statements shall be provided to the State each lease quarter
regardless of whether 2any mineral resources were extracted,
produced, shipped or sold or whether any work was performed on
the leasgsed lands.

3. INTEREST AND PENALTIES:

{(2) 1t is agreed by tha parties hereto that any
royalties or rentals or other monetary considerations, arising
undez the provisions of the lease, and not paid when due as
provided in this 1lease ¢’ ''1 Dbear intereet from the day
following the day upon which .ach monetary consideration was due
at the rate of one and one .alf (1 1/2) percent per month until
the date of payment.

(b) 1t is agreed by the parties hereto that any
royalties or rentals or other monetary considerations, arising
under the provisions of the lease, and not paid when due as
provided in this lease, shall be subject to a five (5) percernt
penalty on the amount of any such royalties, roentals, or other
monetary considerations arising under the provisions of this
lease.

(c) It is agreed by the parties hereto that, for the
purposes of this Section, "royalties or rentals or other
monetary considerations, arising under the provisions of this
lease, and not paid when due" includes but is not limited to any
amounts determined by the State to have been due to the State
jf., in the judgment of the State, an audit by the State of the
accounting statement and records required by paragraphs 2(d4)
of Section 4 hereof. shows that inaccurate, unreascaable or
inapplicable information contained or utilized in the statement
resulted in the computation &nd payment to the State of less
royalties or rentals than actually were due to the State.

4. ENVIRONMENTAL IMPACT:

The 1lessee hereby agrees to conduct 1its mining
operations in accordance with, and to abide by the rules,
requlations, restrictions, mitigation measures and all other
measures designed to restrict, limir, modify, or minimize the
environmental impact of its operations under this lease as set
forth or discussed in the environmental documentation described
in paragraph 4 of Section 1 hereof and on file in the office of
the State Lands commission, 1807 -~ 113th Street, Sacramento,
Califofnia, which environmental documentation is by reference
made a part hereof. Lessee shall comply with any and all
modifications of equipment and plang deemed necessary by the
State to achieve the criteria and objectives set forth in the
environmental documentation.

'185.11"
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5. WASTE OF RESOUSCES, DAMAGE, LOSS AND LIABILITY:

Lessee ghall use all reasonable precautions to
prevent waste of, damage to, Or 1lOSS 6t mineral resources and
wildiife on or in the leased jands, and shall de liable to the
state for any such waste, damage or loss to the extent that
such waste, damage, Or 1CSS ig caused by (1) the negligence of
lessce, its employees, servauts, agents or contractors: (2) the
breach of zny provision of thigs lease by lessee, its employees,
gervants, agents Orf contractors: or (3) the non-compliance of
the lessee, its employces, servants, agents or contractors,
with applicable statutes or rules and julations of the State
provided, however, that nothing herein shall diminish any other
righte or remedies which the State & have in connection with
any such negligence, breach or mnon-cor .iance. With respect to
any other such damage or los8, lessee agrees to indennify. save
the State haimless and, at the option of the State, defend,
except in matters jnvolving the State's title, the State against
any and all losses, damages, claims, demands or actions caused
by. arising out .of, or conpected with the operations of the
ljessee hereunder as are Rgore specifically provided under
pacagraph 18 of section 4 hereof.

6. SUSPENSYON OF OPERATIONS:

N o e e e e
-

in thé event of any disaster or of pollution caused
in any manner or resulting from operations under this 1lease,
jessce shall immediately suspend all operations except those
which are corrective or mitigative and promptly notify staff of
the State Lands Commission. Ssuch operations shall not be
resumed until adequate corrective measures have been taken and
authorization for resupption of operations has been given by
the State. Further, lessee shall suspend any operations, except
those which aze corrective or mitigative, if the State
determined that there: is & substantial likelihood that continued
operations could endanger public health or safety or cause
gerious damage to property or the environment. such -operations
shall mot be resumed unmtil the State determines that adequate
corrective measures &re feasible and have been taken to
elinminate such substaatial 1ikelihood and approves gesunption
of operations.

7. ENTRY BY STATE:

gftate, or persons authorized by State, shall have
the right, at 211 reasonable times, to go upon the leased lands
for the purpose of inspectiag the same, for the purpose Of
maiatainicy or repairing said premises, for the purpose of
placing upon the propertly any usual or ordinary signs, for fire
or police purposes, to protect the premises from any cause

CALENDAB PAGE wtee il
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whatever, or for purposes of examining and inspecting at all
times the operations of lessee with respect to improvements,
pachinery., and (tfixtures used in connection therewith, all
without any rebate of chazges and without any 1iabizity on the
part of the State, for any lose of occupation or qulet enjoyment
of the prenises thereby occasioned.

8. MOTICES:

(a) All notices to lessee Or jessor herein provided
to be given shall be deemed to have beén fully given when made
in writing, and deposited in the United State~ ™ail, return
receipt reguested, and postage prepaid, addressed . follows:

To the State: state Lands Comm. ion
1807 - 13th Strer.
sacramento, CA 95814
To the Lessee: 2As set forth in Section 1 hereof
The addresses to” which the notices shall be mailed
ag afozesaid to either parzy may be changed by written notice
given by such party to the other as herein above provided.

(b) All notices to je~gee herein provided to be

given shall also be deemed to have been fully given if made in
writing and personally gserved upon lessee or any officer
thereof.

(c) A3l paynents gpecified in this lease shall be
mgée to the State at the address provided in paragraph 8(a)
above.

9. EXAMINATION OF BOOKS:

Lessee: hereby waives any and all rights and
objections it may have to prevent an exapination of the books
and records at reasonable times of any individual, association,
or corporation which has transported for, oOr received fLrom
lessee, any minerals extracted or produced from the 1leased
lands. Purther, lessee waives any and all rights and objections
4t may have to prevent an exarpination and inspection of the
books and records ?t reasonable times of the lessee or of any
guch individual, association or corporation with respect to such
individual's association's, oI corporation's or to lessee's
operations, improvements, pachinery and fixtures used of {n

connection with the leased lands.

LALZNDATI FAGE
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10. WAIVER OF USE OF DATA:

{(a) Lessee does hereby waive any statutory or other
right or objection to prevent disclosure to the State or a duly
authorized enplovee o représentative of the State of any
information, reports, data, or studies of any kind, filed by
tessee with any federal, State or local Public agency relating
to the leased lands, or any operations carried out in connection
with this 1lease irrespective of whether such information,
reportg, data or studies of any kind contain sensitive wor
proprietary or confidential information or trade gecrets. Any
and all such information, reports, data, or studies of any Kkin.
ziyed by lessee with any federal, State or local public agency
includipg all information filed with the State pursuant toc & -
paragraph or section of this lease, shall be available at a .
times for the vuse of the State or its duly authorized
representatives for apy purpose. Notwithstanding any provisions
hereof, however, any information, reports, data, or studies
obtained by the State from any public agency and which ‘are not
public records shall be deemed to have been *“obtained in
confidence* for purposes of Government Code Section 6254(e) and
may be disclosed to cother persons only with the written consent
of lecsee oOf upon a determination by the State that such
disclosure is in the public interest.

{b) Lessee ag:ees to supply to the staff ‘of the
State Lands Commission within tBirty (30) days of the comp’erlon
thereof, or tlhe conmpletion of any recorded po:tion thereof, alil
physical and factual exploraticn results, logs, furveys and any
other data in any form resulting £from operations under this
lease or fron any surveys, tests, or expeériments conducted on
the leased lands by lecsee or any person or entity acting with
the consent of lessee or with information or data provided by
lessee. Lessee agrees to supply to the staff of the State Lands
Commission within thirty (39) days of the completion thereof, or
the completion of any recorded portion thereof, the results of
all geological, geophysical or chemical experiments. tests,
reports and studies, interpretive or factual, {irrespective of
whether the results of such tests, experiments, reports or
studies coptain sensitive or proprietary or confidential
information or trade secrets. ULessee further agrees that any
statutory or other rights or objections it might have to prevent
disclosure of any such tests, experiments, reporta or studies
referred to in thie paragraph 10 to the staff of the State Lands
Commission are hereby waived. Notwithstanding any provisions
hereof, however., all data and docunments supplied by lessee
pursuant to this saection shall be deemed to have been “obtained
in confidence® for purposes of Government Code Section 6254(e)
and may be disclosed to other persons only with the written
consent of lessee or upon 2 determination by the State that such
disclosure is in the public interest.

CALEMBAT FAGE
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it. PRESERVATION OF PROPERTY, WASTE DISCHARGE:

Lessee shall carry on al)l work hereunder wirh due
regard for the preservation of the p:ope:ti‘ covered by this
lease and with due regard to the environmental. impact of its
operations im accordance with the following terms and
conditions:

(a) Lessee shall remove aquipment snd facilities
within ninety (90) days after jegsea has ceased making use
thereof. in its operationms.

(b) All excavating and production operations shall
pe econducted in such manner as to eliminate as far as
practicable, dust, noise, vibration, or noxious odors.
Operatiag sites shall be kept neat, clean and safe.

(c) Pollution of the ocean 2nd tidelands, rivers,
lakes or other bodies of water, and all impaiiment of and
interference with bathing, fishing, or -navigation in the waters
of the ocean or any bay or f{nlet thereof is prohibited, and no
refuse of any kind from any extraction or production activities
shall be permitted to be deposited on oI Ppash into waters of
+he" ocean, any bay or inlet theteof, rivers, lakes or other
bodies or water, without specific written State -authorization.

(d) No permanent £illed lands, piers, platforms, oOfr
other fixed or fleoating structures jn, on, or over any tide and
submerged lands. covered by this lease oI otherwise available to
lessee shall be permitted to be constructed, used, waintained,
or operated without obtaining any and 211 pernits reguired under
appropriate State and federal laws, rules and regulations, or
complying with all valid ordinances of citles and couaties
applicable to lessee's operations, or without securing the
written permission of the State Lands Commission specifically

authorizing the activity.

. (e) -Dredging within a 200-foot wide <corridor
gurrounding the existing pipeiine operated by the City of
Sacramentoc designated in Exhibit *A" shall be prohibited from
September 1, 1986 through April 30, 1987.

(f) Improvements, structures, pipelines, wvater
developments, and other .property of the State or other lessees
or permittees shall de protected from damage and repaired or
replaced by lessee when damaged by lessee.

(g} Rccess 1O extraction oz production sites by the
public shall be controelled by lessee to prevent accidents or
ipjury to persuns or property.
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(h) The above are in addition to, and not to. be
construed as limitations upon, all other rules, regulations,
restrictions, mitigation measuregs and all other measures
designed to restrict, limit, wodify or minimize the eanviron-
mental impact of operations carried out pursuant to this lease.

i2. EXISTING RIGHTS:

This lease is issued subject to 211 existing valid
rights as of thée date of execution hereof and such rights shall
not be affected by the issuing of this leacge.

13. OTHER EASEMENTS AND INTERESTS:

To the extent of the right, title and interest of
the State of California in the leased lands, the State shall
have the right at any time during the term of thig lease., or
any extension thereof, to grant to any person, upon such terns
2as it may determine, such easements, rights-of-way, gpermits.
leases, or other interests, in the leased iands, including
easements for tunnels or wells bored through or in the léased
lands as the State may, in its discretion, determine to be
necessary or appropriate, provided, however, interests which
unreasonably interfere with or endanger 1lessce's operations

ghall not be granted. . ] -

lsa. COMPLIANCE WITH LAWS AND RULES:

Lessee shall comply with all valid laws of the
United States and of the State of California and with all vaiigd
ordinances of cities and counties applicable to lessee's
operations hereunder, including without limitation by reason of
the specification thereof 1lessee's compliance with all
provisions of the Public Resources Code, the Administrative
Code, and the Statutes of California, the enforcement of which
are not within the jurisdiction of the State Lands Commission.
Lessee further &8grees without 1limitation by reason of the
specification thereof to comply with all provisions of
Division 2 and Division § of the Public Resources Code, Statutes
of California, applicable to lessee's operations hereunder, and
with all rules and regulations as may from time to time be
issued by the State, or by other State agencies, applicable to
the lessee'!'s operations hereunder. Lessee azl1go agrees that in
its employment practices hereunder it shall not discriminate
against any person because of race, color. religion, sex,
ancestry or national origin. <~
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15. WORKMEN'S COMPENSATION INSURANCE:

Lessee shall at all times in any and ail opecations
under this leazse and in any and all work in and upon the lcased
lands, carry full and complete Workmen's Compensation Insurance,
covering all employees.

26. TRXES:

Lesgee shall pay, when due, all taxes and assessments
lawfully assessed and levied under the laws ©f the State or of
any poiitical subdivision thereof or the United 3tates of
America, against any and 2all improvements, property or assets:
of lessee situate upon the leased lands or other rights of
lessee arising out of the lease.

17.  BOND:

Lessee “shall €furnish and shall thereafter maiatairn
said bond in favor of the- State of Califorpia in the sum
specified in paragraph 5 of Section 1 hereof to guarantee the
feithful performance of lessee of the requirements, terms and
covenants and observance of the conditions of thig lease, and
of the provisions of the Public Resources Code and the rules
and regulations of the State. Said bond shall be fully
effective as of ihe effective date of this 1lease and must be
approved as to its sufficiency and specific provisions by the .

Execrtive Officer of the State Lands Conmmission, ot her
designee, prior to the execution of this lease. -

1s. INDEMNIFICATION:

To the extent hereafter provided lessee agrees to
indemnify, save harmless and, at the option of the State,
defend, except in matters involving title, the State of
California, its cfficers, agents and employees 2g3ajinst any and
ail claims, locses demands, causes of action, or 1liability of
any kind which may be asserted against or {mposed upon the State
of Californiaz or any of its officers, agents, or employees by
any third person or entity arising out of or connected with
operations hereunder, or the use by 1lessee or {ts agents,
employees or contractors or the land., Without 1limiting the
generality of the foregoing, such liidemnification shall include
any claim, loss. demand, cause of action or 1iability of any
kind asserted against or. imposed upon the State of California
or any of its officers, agents, or enmployees arising out of or
connected with any alieged or actual violation by lessee, its
agents, employees or contractors of property of contractual
rights of any third person or entity. This provision shall not
be construed so as to require lessee to indemnify the State for

¥
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any 2lleged acts or negligence or other vrongful act of the
state or any officer, agency or employee thereof, except to the
extent that such negligence or other wrongful act ig alleged to
consist of the issuance of this 1lease, or the adoptien and
eq:orcemeﬁ; of the provisions set forth in the lease OF in the
zules and regulations in effect at the time of the issuance of
this lease, or in any alleged failure of the State to adequately
enforce any such provisions, provided further that said
indemnification £hall be 1imited as follows:

(a) That the foregoing indemnity gpecified in the
jease and regulations 35 not intended to Do ghall it -be
construed to reguire the lessee tc defend the state’s title to
mineral resources and that {n case of litigation involving the
titles of the lessee and the State, lessee and the State will
join in defending their respective jnterests, each bearing the
cost of its own defense.

(b) For the purpose of satisfying any Jjudgments,
settiements, claims, or jjabilities for damages or trespasses
to land or mineral resources resulting from a judicial
determination that the State has no title to the iand or mineral
regources in the leased lands and that the ownerl thereof 1is
entitied to payment fot resources extracted under the 1lezse,
this indemnification will be limited to any State 1iability in
excess of the monies received by the State in the form of
royalties or other payments, as owner of the mineral resources,
jncluding any interest actually earned thereon.

At the option of the state. lessee shall procure and

maintain liabilitry, property damage or other insurance for the
benefit of the State in an amount satisfactory to the State.

19. BREACH, SUSPENSION OF OPERATIONS, AND CANCE@LATIOQ:

1

in the évent eof breach by 1lessee for failure to
comply with any of the terms or provisions of this lease, oOf
with any of the regulations or laws applicable thereto and in
force during the period of the leass, the State, by written
notice, may suspend operations allowable under this lecase. 1In
the event of such a breach by lessee, the State may also, and
in addition, declare 2 forfeiture and cancel this lease after
-ninety (90) days written notice and demand that lessee comply
with the terms and provigions of this lease or with the laws oL
regulations applicable thereto. Any such written notices shall
particularize the grounds for any suspension or cancellatiocn.
In the event of suspension, operations may not be resumed until
the breach is cured or tke State, in writing, authorizes a
resunption of operations. 1In the event of the cancellation of
this lease, lessee shall comply  with the restoration,
reclamation and removal conditions specified in paragraph 27 of

- - «
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20, WAIVER OF BREACH:

The waiver by the State of any default or breach of
any term, covenant or condition shall not constitute a waiver
of any other default or breach whether of the same or any other
term, covenant or condition, regardless. of the State's knowledge
of such other defaults or treaches. The subsequent acceptance
of monies herennder by the State shall not constitute a waiver
of any preceding default or breach of any term, covenants oOr
condition, other than the failure of lessee: to pay the
particula~ monies so accepted, regardless of the State's
knowledge £ such preceding default or breach at the time of
acceptanre of such monies, nor shdil acceptance of monies after
termina ~p- constitute a resinstatemenat, extension, or renewal
of the wcase or revocation of amy notice or other a2ct by the
State.

21.  SOLVENCY:

In the event that léssee at any time during the ternm
hereof is insolvent under any of the provisions of the Federal
Bankruptcy Act, or makes a voluntargy assignment of his assets
for the benefit of creditors,” or is adjudged a bankrupt. either
upon 1lessee's voluntary petition in bankruptey. or upon the
jnveluntary petition of -lessee’s creditors, orf any of-them, or
should an attachment be levied or permitted to rem2in for any
unreasonable length of time upon or against the interest,
gights, or privileges of lessee in or tc any mineral resources
extracted or extractable from the leased lands, then: upod
eélection by the State. all of the interest, rights and
privileges of lessee in and to all mineral resources extracted,
produced and saved from the leased lands by reason of lessee's
operations thereon, shall terminate upon zeceipt of written
potice from the State advising that the State nhas €0 elected.
In suck event the State shall have, and lessee. by the
acceptance hereof, hereby gives the State the right, option and
privilege to cancel and cerminate this lease and all of the
terms and provisions granted hereby, and all of the rights and
privileges of lessee in and to or upon the leased lands and in
any to any mineral resources extracted, produced and saved from
the leased lands by reason of lessee's operations thereon, and
211 of 1lessee’'s rights and privileges granted by this lease
shall terminate immediately upon receip: of written notice from
the State that the State has so exercised its option.

22. ASSIGNMENT AND SUBLETTING:

Lessee wmay assign or transfer this lease or any
interest therein and may sublet gaid land or any part thereof,
ag provided in Public Resources Code Sectdon 6804, to any
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person, association of persons. oI corporation, who at the time
of such assignment, transfer oI sublease possesses the
qualifications required of lessees by Division 6, Part 2,
Chapter 3 of the Public Resources Code, subject to the prior
written consent of the State. such written consent to an
assignment, transfer, or sublease mnmay be conditioned upon the
altering, changing or amending of this lease, as is deemed .to
be in the best interest of the State. The consent to any
transfer of any interest in this lease shall fot be deemed a
conseat to any subsequent assignment, subletting, occupancy or
use by another persch. Any assignment. transfer ot_subletting
without such consent Jhetherz voluntary oOr by operatioh of law,
shall be void ana transfer no rights to the purported
transferree; furth any such attempted transfer shall be a
breach of the 1lez « and shall at the option of the State
terminate this lease. However, the above provision shall not
prevent lessee <from subcontracting parts; of the work to be
performed without State approval so long as lessee remains
responsible to the State. Upon approval of any assignment.
transfer or subleage, the assignee, transferree Of gublessece
shall be bound by the terms of this lease to the same extent as
j¢ such assignee, transferree of sublessee were the original
lessee, any conditions in the assignment, transfer or sublease
to the contrary notwithstanding.

-

23. OVERRIDING. ROYALTY:-

No overriding royalty involving production from this
lease shall be permitted without the written authorization from
the State Lands Comeission. )

24. SUCCESSORS:

The covenants and conditions herein contained shall,
subject to the provisions of arny assignment, apply to and bind
the heirs, successors, executors, administrators and:assigns of
all of the parties hereto; and all of the partias Nereto shall
be jointly and severally liable hereunder.

25, MODIFICATION OF LEASE:

Whenever it appears to be in the public imerest,
the parties hereto by mutual agreement jn writing, may alter or

modify the terms of this lease, or may terminate the same, with
such adjustments and for such considerations as may be fair and

equitable in the circumstances.
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26. QUITCLAIM:

Lessee may at any time make and file with the State
a written quitclaim of all rights under this 1lease. Such
quitclaim shall be effective as of the date of its £iling,
subject to the continued cbligation of the lessee and his surety
to make 211 payments of all rentals and royvalties therefor
accrued and lessee will immediately and at his own expense and
risk, salvage and remove all structures erected by lessee and
restore the land as nearly as possible to the condition existing
at the date of exécution of this lease with due care to carry
out all obligations imposed L. “his lease. No such quitclaims
shall release lessee or his su..cy from any liability for breach
of any obligation of this lea:: with respeét to which lessee is
in default at the time of < filing of such quitclaim or

relinguishment.

27. SURRENDER OF PREMISES: -

If iessee is not the surface owner at the time of
the expiration of this ledse, or sooner termination thereof,
the lessee shall deliver up and surrender possession of the
leased lands with all improvements, structures, and fixtures
thereon in good order and condition; alternatively, and at the
option of State and as specified by Staté, lessee, who i not
the surface owner, at the expiration of this lease, ‘or sooner
termination thereof, shall deliver up and surrender possession

of the 1leased lands after removing all or any part of the
improvements, structures and fixtures and other things which
have been put upon the leased lands by lessee, removing such of
the same as shall be required by the State within ninety
(99) days, and otherwise restore the premises and replant those
areas designated by the State with due care to carzy out all

obligations imposed by paragraph 5 of Section ¢4 of thig lease.

~

28. FORCE MAJEURE?

The obligations imposed upon lessee by the provisions
of this 1lease may be suspended during such time as lessee is
prevented from complying therewitk by war, strikes, riots, adute
and unusual labor or material shortages, acte of God, or by
such othergextreme and unusual conditions which are beyond the

contrel of the lessee.

29. TIME OF ESSENCE:

Time is of the essence in this leass.
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30, RELATIONSHIP OF THE PARTIES:

The performing obligations arising under this lease,

it is understood that this lease does not constitute, and the
parties hereto do not imtend it to create among the parties or

their successors in interest a partnership or joint veature or
the relationship of master and servant, or principal and agent.

31. SEVERABILITY:

any provision -herein is jud .ally determined to
be invalid it ghall be considered deletead hexnfrom and shall
not invalidate the remaining provisions.

32. POSSESSORY INTEREST TAX:

Lessee recognizes and understands in accepting this
lease that his interest czeated therein may be subject to a
possible Possessory Interest Tax that the city or county may
impose on such interest, and that such tax payment shall not
reduce any zent or royalty due the Lessor hereunder and any
such tax shall be the liability of and be paid by the lessee.

33.  CAPTIONS:

The captions in this leace are for convenience only
and are not a part of this lease and do not in any way limit or
amplify the terms and provisions of this lease.

This_ agreement will become binding on the State only..
when approved by the e State Lands Conmission and when executed
‘on the behalf of the Gomnission.

S l1¢ ;‘;"L’*" l
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. IN WITNESS WHEREQF, the parties herato do execute
this lease. .

STATE OF CALIFORNIA
STATE LANDS COMMISSION

Loy _§7 u Vi Hovpa,

Date W. M. THOMPSON, Chief
Extractive Development : jram

LESSEE

January 20, 1987 BY:
Date

President

Title
28 28th Street
P. O. Box 160086

Address

Sacramento, CA 95816
City and State

CORPORA?E SEAL,
if corporation

0734L

0
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