
12. (REVIEW AND SUGGESTED REVISION OF RENTAL RATES AND ROYALTIES - W.O. 1087.) 
Concurrently with the study of proposed revisions to the Rules and Regulations
of the State Lands Commission, the staff of the Division of State Lands has 
reviewed the practice and policies concerning rates of rental, royalties, and 
other related matters, with the view of better coordination of a system which 
has evolved over the past yours in a somewhat piecemeal fashion. Inconsist~ 
encies were found to exist in some cases; in others, methods followed and 
rates charged were not working out satisfactorily. The attached tabulation 
brings together the salient items of all types of leases. It contains changes 
which are believed to be desirable, and which are recommended for considers-
tion by the Commission, Discussion of the several changes follows, 

Right- of-Way Easements 

Past presties has been to require a yearly rental of $40.00 plus two cents 
per lineal foot. It has been seriously complained of as being excessive, to 
such an extent that the applicant, in sers cards, has found it cheaper to 
purchase the whole of a school section than to pay for a right of may across 
it. This can be seen to be correct because when the two-ceut rental rate is 
capitalized at %%, the cost of the land amounts to about $200 per sore, well 
in excess of its sotuil value. 

P.R. C. 6976 establishes a rate of $2.50 per sore per year for right-of-way 
easements over certain State leads. For consistency, and to conform to this 
low, this rate should be applied. For a right of wig 100 feet in width it 
is the equivalent of about 0.6 cents per lineal foot per year, which if 
capitalised at to boog as 15 coats per lineal foot in perpetuity. ..These 
rates should apply to we of all kinds of lands under the Jurisdiction of
the State Lands Commission, including the beds of navigable streams and 
tide and submerged lands. 

Beamments are gomrally desired for a long term, sometimes in perpetuity, and 
some times for so long as and for a spooified purpose. . The present practice 
of the State Lands Commission 14 to limit the term to 15 years, with rights 
of renewal for one or more periods of 10 years each. In view of the long-
term financing procedures of public utilities, it is believed that provision 
should be made for increasing the term of such easements to for so long as 
the landd are used for the specified purpose. The term should not exceed $9 
years, however, otherwise the State might be corridered to lose its status 
of owner, which is contrary to law in the case of sovereign lands. 

It is proposed that the minimum total consideration to he paid to the State 
be $60.00. It is further suggested that all foos and za tals be paid in 
advance. Bonds should be required orily there the Lastall tion is of cuch a 
nature as to result in a substantial severance, because otherwise the cost 
of removal of any installation would be negligible. 

The foregoing procedures are recommended to be applied to all cases except 
these involving lands which appraise in excess of $50,00 per aare. For the 
latter, special negotiations should be had in each care. 

Grazing, Recreational, and Agricultural Learns 

Grasing aid agricultural leases are currently being issued on the basis of 
competitive bidding after receipt of a minimum acceptable offer of 5% of 
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the appraised value or of 20 cents per acre per year, w
hichever is the 

greater. T
here is practically no bidding by other than the original appli-

cant, and the m
inim

um
 is set so high that usually the lease is entered into 

only in order to qualify for a F
ederal lease on adjoining lands. S

uch 
leases, in the future, should be based upon an appraisal of the value of 
the land for supporting the intended use; and should be negotiated and not 
m

ade subject to com
petitive bidding unless conditions w

arrant such procedure. 
T

hese leases should run for term
s of from

 one to five years, w
ith preferential 

right of renew
al in the losses for like periods at such term

s and conditions 
as the C

om
m

ission m
ay decide at the tim

e of renew
al. B

onds should be required 
w

here the cost of installed facilities is in excess of $5,000. A
 m

inim
um

 
annual rental of $10.C

0 should be fixed. 

T
hese requirem

ente should also be applied in cases involving the use of tide 
and subm

erged lands for doorsatleast purposes. 

m
oroinl and Industrial Leader 

Leases for com
m

ercial and industrial uses are now
 being issued after negotia-

tion on the basis of 5%
 of the appraised value por antim

e (w
ith autom

atle 
Increase of 10, de value every five years)."T

he base rate is increased to of
w

here there is a purpresture. 
T

he term
s are from

 one to fifteen years, w
ith 

preferential right off renew
al in the lesses for om

 or m
ore ten-year texas,

on such conditions us the C
ountssion m

ax then prescribe. B
onds are N

ow
 .brays 

required. It is believed that this roquite 
t should be w

aived w
here prom

 
posed im

provem
ents do not cost in excess of $1,000. 

It is considered advisable to increase the m
interm

 andus? rental from
 $50,00 

to $100.00. T
his is to bring the m

inim
um

 for &
 com

m
ercial or industrial 

establishm
ent to a higher rate than the flat rentals sexbased for ark-sites 

for residential use. 

T
his m

ethod should be applied also to ark-sites used for com
m

ercial purposes 
and to cafes involving m

inor structures costing in em
dess of $2,000 w

hen 
used oom

neroially. 

G
roins 

N
o changes proposed. 

A
rk-S

ite Losses 

P
resent policy at C

orte M
adera requires an annual rental of $42.00. H

ere 
recently the C

om
m

ission fixed rentals in the B
lack P

oint area at $80.O
f plus

$15:00 per structure, A
s the C

orte M
adera leases are expiring this year. 

thay should be brought in line w
ith those at B

lack P
oint. It is further 

believed that arks used for outm
ercial purposes should be considered as in

the sam
e ontegory as docks and piers. T

herefore, this rate of $50.C
o plus 

$15.00 should apply to ark-sites used for residential purposes only. 

M
inor-S

tructure P
erm

its 

T
hese presently cover buoys, m

oorings, floating equipm
ent, ste., also cate 

w
alks, exall boat; landings, and beat houses, costing not in excess of $500.

A
 flat fee of his.00 is assessed, and the term

 of the perm
it is for not to 
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exceed five years. No expense deposit is required since no appraisals are 
mede. To meet the costs of administration more closely, the fee should be 
increased to $25.00 where recreational use is involved, and to be consistent 
in the differentiation between recreational and commercial use, the for for 
the latter is recommended to be $50.00 where facilities costing not in 
excess of $1,000 are proposed, and $100.0 where the cost exceeds $1,000 and 
doan not exceed $2,000. To reduce further the burden of field appraisals for

minor projects, it is recommended that the cost limit be raised to $1,000.00 
for recreational uses, and to $2,000.00 for comercial. 

Mineral Leases (other than oil and gas), 

Except for prospecting porkits and for renewals of certain losess issued 
prior to 1941, the Public Resources Code leaves the fixing of royalty rates

with the commission, subject to competitive bidding in all but preferential 
leases. In the letter the formula R " a $ Eye has been used, where R 
royalty rate in %, X = 0.00890685, V # assay value per ton in excess of $20, 
& # miningma royalty rate in %, and in # 2. This is designed for precious 
metals, but spears in one profortintial lesse where perlite is the principal 
mineral involved. In another case involving perlite, a stepped scale of 
128 to 2%% of the gross sales price, the rate depending upon the volume of 
production, in used, For renewals of Owena Lake leases, and for the Willimes 
lease at Mono Lake, the rats has been set at 50 cents per ton or 2% of the 
wighted average sales price f.0.B, the plant, whichever is the greater. 

The foregoing methods of computing royalties involve quarterly, if not 
monthly, deterministlobe of average sales prices, and thus imposs ecriplicated 
and burdensome socounting upon the State and the losses. To obviate this
the following formula and method is suggested, 

Re a + blood), in which 

R * Royalty in dollars and cents per unit 

" Fixed minimum royalty 

b E Bid factor (expressed as 1.1, or 0.6, sto.) 

" Neighted average gross sales price per unit for
"yardstick your" 

d # Estimated weighted gross sales value at the beginning
of the Joass. 

The "yardstick your" is one selected at intervals throughout the life of the
"ase for which the actual weighted average gross sales joke is determined 
and utilised in the formula for computing the royalty for the ensuing interval, 
The intervals could be splected with don regard for the type of operation 
involved. For the first interval of the lease R equals &. Thereafter R will 
aquil a or a + blood), whichever is the greater. This method will reduce the 
deteraimtion of the "weighted average gross sales price" to ance overy 
several years. 

In any particular came the selection of 2, the fixed minimum, and of d, the 
initial estimated aules value, should be done with care. Stepped values 
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should be assigned to _ to allow for an increased royalty with a substantial 
increase in volume of production. The bid factor b would be whatever the 
bidder would want to make it, in the case of competitive bidding, or what 
the Commission would fix, in the case of preferential leases. 

for precious minerals the above methed should be followed, but the formula 
should be modified to R " a + b(c-d)" to allow for a more rapid increase in
royalty in cases of high-value pros. 

A top limit of R = 28% should be set for nonprecious minerals, and one of
R = 50% for precious metals. 

Dredging of sand and gravel from navigable streams was coordinated by the 
Commission at its meeting on April 28, 1950, as follows: 

1. For dredging for the spacific improvement of navigation under a 
contract with the Federal Government or other authorised public 
agency where public monies are being used, permits would ba issued
and no royalty charged. 

2. Where dredging is domo at private cost for the specific benefit 
of navigation, or where it is done so as to have concurrent benefits 
to navigation, flood control, and recreational interests, a minimum 
royalty rate of one cent per cubic yard is required. In these cases 
" favorable opinion from the U. S. Corps of Engineers to the affect 
that such benefits will result is a requisite. 

3. For purely occmercial operations the minimum royalty rate to be 
specified is three cents per cubic yard, leases in such cases to 
issue only after waiver of objection by U. 8. Corps of Engineers. 

It is believed that where dredging is done under Federal permit at private 
coat for the specific benefit of avigation, no royalty should be charged, 
this will more closely conform to the intent of P.R.C. 6503 as amended in 
1949. 

The formula suggested above for nonprecious minerals could be used for 
computing royalties and receiving bids for dredging sand and gravel, the 
fixed minimum royalty rate a being ohs cant or three cents, as circumstances
night require. 

Oil and Get Lesson 

No change in ourrent procedures is roccaended at the present time. Study 
is being given, however, to a slaplification of the royalty formula now in 
use. 

UPOR MOTION DWAY MADE AND UNANIMOUSLY CARRIED, A RESOLUTION WAS ADOPTED 
THAT THE PROPOSALS RELATIVE TO LEASING PRACTICES AND POLICIES BE TAKEN 
UNDRE CONSIDERATION AND FOR FURTHER DISCUSSION AT THE NEXT MEETING. 
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STATS LANDS COMITASION - PROPOSED LEASING SOREDULE - JULY 16, 1253 

MINIMORE 

TYPE OF LEASE RENTAL RENTAL OR ROYALTY RATES TER OF LEASE RENCHALS 

1) Right of Way $50 total 0.64 per ft. per yr. 1 to 49 yrs. None pro-
154 per It. 19 yrs. vided for 

2) Grazing, $10.00 By negotiation 1 to 5 yrs. One to 
Agricultural, per yr. after appraisal three at 
Recreational 5 yrs. 

3) Commercial, $100.00 of appraised value 1 to 15 yrs. One to 
Industrial per IT. per yr.; 9% where three at 

purpresture exists 10 yrs. 

4) Groins, etc. No rental No rental Indefinite None pro-
vided for 

5) Ark Sites- $50 plus $15 150 plus $15 per 1 to 10 yrs. As above 
Residential, per dwelling dwelling per yr. 
Recreational par r. 

6) Fish Canyon $15 to $30 $15 to $30 per yr. Varies is above 
per yr 

7) inor $25 fos $25 foo 1 to 5 yrs. As above 
Structures-
Recreational 

8) Minor $50-$100 $50-$100 fee 1 to 5 yrs. As above 
Structures fee 
Commercial 

9) Minerals: 
a) Prospecting $1 per acre 20% of gross value 2 yrs. One at 

b) Precious $1 per aers R a 1 b(c-a)2 20 yrs. Successive 

per yr. Max, of 30* 10-year 
periods 

c) Non- Al per sore R # a # b(c-d) 20 yrs. As above 
Max. of 25%precious per yr. 

a) Dredging 0 to 3# per RT a f blood) 20 yrs. As above 
out. yde Max, of 25% 

) Soda ash, 50% par ton Ra $ bord) 20 yrs. As above 
sto. Her. of 250 

f) oil, and Gas 16-2/36 plus R * (P - 36.67). 20 yrs. (Note 2) 
acreage 2.5 4 016067 

Note 1 - Except preferential leases issued pursuant to prospecting permits. 
Note 2 - For so long thereafter as all and gas produced in paying quantities. 
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AMOUNT OF 

INITIAL 
BONDS REQUIRED METHOD OF IBASING REMARKS 

Where By application $100.00 Amount of bond fixed by cost of 
substratel removal of structure 

Where improve By application $25.60 As above 
ments cost in and negotiation 
axcess of $1000 

Where improve- As above $100.00 Ant. of bond fixed by removal cost. 
ments coat in ppraised value automatically in-
excess of $1000 creased by thes every five years. 

My application $100.00 Amount of band fixed by cost of 

Hope Toneby application 

Nono By application FOne Current reamals for one yr, is 
view of possible exch with us. 

Hona By application 
. . 

Limited to cases where cast of 
facilities does not exceed 
$1090. 

Hope NoneBy application here cost of faoilities does not 
exowed $1000, fee is $80; there 
cost over $1000 and does not, 
exceed $8000, few in #160 

By application $1.08 Proforantial mineral louse upes 
por gore cinoavery 

Competitive bids $60.00 $1ooo afaimm bond 
(Note .1) 

YOU Ac above $50.60. Aa above 

Yo Competitive bids $50.00. 

150600 #1000 minimum bond 

As above Tons $25,000 andrus bond, bidders 
submit depoel' to defray costs, 
If successful, and to guarantes 


