


—
—

Mr. P r e s i d e n t

T h e  C o m m i t t e e  o n  lit S O U R C E  ?____________________________ h a s  h a d  J - '■>*
l e a s i n g  o f  t r a c e  la n d  o t h e r  th a n  f o r  -h e  e x t r a c t i o n  o t  n a t u r a l  r e ^ f n r r

u n d e r  c o n s i d e r a t i o n .  A m a j o r i t y  o f  the m e m b e r s  o f  the C o m m i t t e e

r j r e c o m m e n d s it do

o r e c o m m e n d s it do

o r e c o m m e n d s it do

u r e c o m m e n d s it be

CS for

a n d  that

lAA do p a s s

/ ~ 7  (and) r e c o m m e n d s  it be  r e f e r r e d  to the 

c o m m i t t e e

/ ~ 7  r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

/ ~ 7  A N D  a t t a c h e s  a r e p o r t  o f  its i n t e n t  

/ ~ 7  (other) ______  ___

M E M B E R S  S I G N I N G  T H E  M A J O R I T Y  REPORT:

P 1 / } £

7  _

........ . - . -----------  ,, ■

V

M E M B E R S  N O T  C O N C U R R I N G IN T H E  M A J O R I T Y  R E P O R T :  

r e c o m m e n d s :

r e c o m m e n d s : 

r e c o m m e n d s :

S 60

- _ _ _ _ _ _____

C h a i r m a n

■

A G O  8 8 5 6  2 3 J



.lay S. Ha m o  nd , Governor 

Pouch A

Juneau, AK 99811 

Dear Covernor llannond:

The Ad Hoc Committee on land policies and procedures has met o n  a w e e k l y  schedule 

since late' O c t o b e r . U e  h.ave addr e s s e d  m a n y  problems d e a ling w i t h  the administration 

of the state's land patrimony. M a n y  of these problems need res o l u t i o n  through 

the legislative process. Ac c o r d i n g l y  w e  are submitting these f o llowing recom­

mendations as a n  interim report of the Committee, in the h o p e  tliat the legislature 

m a y  act during its current session.

R e c o m m e n d at ion i?l

The committee recommends that the State adopt a system of level payments in 

place of declining payments in its sales contracts. The s y s t e m  of level 

payme n t s  is in common use in the b u s i n e s s  world, and the pnynent figures are 

e a sily set forth in a contract. The disadvantage of the present m e t h o d  is 

that interest mus t  be recalculated every year and the payments decrease each 

year. From both the State's and the buyers' viewpoints, the level payment 

m e t h o d  would be preferred. T he State would receive slightly m o r e  in interest 

paym e n t s  over the contract terms and the buyer would not have to make as high 

initial payments.

Section 2 & 3 of the attached draft bill would accomplish this.

R e commendation j ‘2

The committee recommends that the State charge a market rate of interest in its 

sales contracts. The interest rate, at present 6%, .is b e l o w  m a r k e t  levels and 

m a y  have contributed to inflated prices at state land sales. By setting interest 

rates at m arket levels, the State would help prevent inflated land prices and 

at the name tine return more income to the State. To provide for a market 

rate of interest in sales contracts, no change in AS 38.05.D45 wo u l d  be re­

quired • The addition of a statement of market rate in this s t a tute would be 
desirable, however.

S e c tion 3 of the attached draft bill would a c c omplish this.

1 i0 n !2

The C o mmittee recommends that all sales contracts over $400.00 per year have 

the option of paying in quarterly installments instead of a n n u a l  installments.

It is the committee's belief that thin would case the financial strain on the 

buyer and yet not add significantly to the State's admi n i s t r a t i v e  costs.

Section 3 of the attached draft bill would acc o m p l i s h  this.



Recotr.memla 11 on_?4

The committee recommends that the Director be Riven the a u t h o r i t y  to set the

payment period from one to twenty years. This type of flexibility would allow  

the State and buyers greater m arket possibilities.

Section 3 of the attached draft bill would acc o m p l i s h  this.

R eco m m e n dation ft5

The committee believes that the word "primarily" m a y  imply special consideration  

to some lessees. In order to treat all lessees fairly and e q u i t a b l y  the c o m­

mit t e e  recommends that the w o r d  p r i m a r i l y  be stricken. D e l e t i n g  "primarily" 1 

would clarify the basis for reappraisal. This r e c o m m e n d a t i o n  is als o  ma d e  b y  the 

he a ring panel on the Alaska Industrial Subdivision leasing protest.

Section 8 of the attached bill wil l  ac c o m p l i s h  this.

Re c o m m e n d a t ion #6

Since public notice is covered in A S  38.05.345 the c h a n g e  to "appraisal" for 

AS 38.05.310 is warranted by its present content. T he com m i t t e e  recommends 

that land may be appraised 120 days in advance of a sale or lease. The change 

from 90 to 120 days would be desirable in that m i n i m u m  bid information could 

be given to the public well in a d v ance of the actual sale or lease auction.

Section 10 of the attached draft b i l l  will a c c o m p l i s h  this.

Roconunendat ion /• 7
The committee recommends that land offered over the counter be reviewed at 

90 to 120 day intervals to det e r m i n e  if ar. increase in va l u e  has occurred. This 

review is desired so that parcels are not undervalued b y  pr o g r e s s i v e  changes 

in the market.

Section 10 of the attached draft bill would a c c o m p l i s h  this.

Roc onme ml a t io n A13

The c ommittee recommends that in Title 38.05 of the statutes the terms "fair 

market value ’ be used in place of "fair appraised m a rket v a l u e "  and "market 

v alue." The m e a ning is meant to be the same in all cases. The committee 

would like to see one standard tern used to avoid confusion and misunderstanding.

Sections 4, 5, 7, £< 13 of the attached draft hill would a c c omplish this.

R ecommendation #9

The dura t i o n  of a lease and the economic life of substantial improvements, such 

ay stores or factories n a y  not coincide. In order to see that state leased land 

is used in a rational econom i c a l l y  productive manner the c o mmittee recommends 

that lessees of long-term leases he given a renewal o p t i o n  for up to fifteen 

years. This type of option v/ould grant the lessee m o r e  flexibility in maximizing
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his Investment returns, especially during the final years of his lease. It

„ * would also increi.se the lessee's planning possibilities for use of the leased

ground. This action would als o  soften the Impact of termination of the lease. 

Specifically, this would permit a lessee to w o r k  substantial repairs to a building 

w h e n  the rem a i n i n g  tern of the lease would not otherwise justify it.

S ection 6 of the attached draft bill would accomplish this.

R e c o m m e n d n t ion 4*10

In order to p r o vide a uniform 55 year limit for all l ong-term leases the committee 

r e c ommends d e l e t i o n  of the 99 year provision found in 33.05.070(c) for school <

1 m d s .

S e c tion 6 of the attached bill wo u l d  accomplish this.

R e c o m m endation ?rll

The c o mmittee believes that state trust lands (school, m e n t a l  health, and 

university) are n ow and have been managed at a low Intensity. These lands 

m a y  be returning on l y  a fraction of their potential value that could he re­

alized by a sm a l l  full time m a n a g e m e n t  staff. The Divis i o n  manages, these 

lands at r.o c harge l o  the v a r ious trust funds and receives no reimbursement 

for its services. Therefore, it has traditionally placed low prior i t y  on 

m a n a g e m e n t  of these lands. This committee recommends that the State 

L e g i s l a t u r e  authorize each trust hoard the authority to freely contract with 

any a g e n c y  or private firm for the management of its lands for revenue production 

in accordance wit h  the state's land act.

Section 1 of the attached draft bill would accomplish this.

R o c o n n e n d n t I on #12

To provide the lessee insurance against a land boon or unexpected increase the 

c o mmittee recommends that rental increases at the five-year re a p p r a i s a l  periods 

not exceed 100% of the prior existing annual rental rate. This a c t i o n  would 

increase the p redictability of the lessees payments. The stability thus created 

w o u l d  add significant b o rrowing power for the lessee to finance improvements on 

the leased ground. Mr. Mack of this committee does not concur and believes that 
100% is too high a ceiling.

Section 8 of the attached draft bill would accomplish this.

Recom m e nd a t Ion _/• 13

The D i v i s i o n  of Lands has had m a n y  protests from private parties over the past 

few yearn leading the committee to believe that a hoard of npneals is highly 

des i r a b l e  a n d  needed, at this time. At present there exists no arbitration board 

or hoard of appeals to handle a p p eals allowed by Division of Lands regulations.

The creation of a hoard of a p p eals wo u l d  effect a responsive m e c h a n i s m  for solving 

most p r o b l e m  cases arising out of Division of Lands transactions that affect private 

patties. I he board of appeals would he faster and less costly to private parties 

than legal recourse, which would still he available. The hoard is structured to 

m ain t a i n  a d e q u a t e  expertise w h i l e  attempting to eliminate bins in favor of the

AGO 8 8 5 6 1 4



D i v i s i o n  oe Lands. The appeal board would substitute for the Commissioner in T'y
fr

the present appeal process.

Section 14 of the attached draft bill would a c c o mplish this.

Rjecommendation v!4

Tht? current procedures for informing the nublic of state lands transactions are 

covered in AS 3S.05.305 and AS 38.05.345. The two procedures do not mesh in a 

clear nanner. The committee recommends that the procedures be clarified in a 

m a n n e r  that will he flexible enough to inform the public fully and yet not 

r e q uire m u l t i p l e  a dvertising for mi n o r  negotiated transactions.

S e c tion 11 of the attached draft wi l l  accomplish this.

R e c o m m endation £15

To implement the n ew lease provisions recommended by this c o mmittee n e w  lease

forms for v a r ious types of leases wil l  he required. It is the committee's recommendation

that the Divi s i o n  draft n e w  lease forms to comply wi t h  the statues adopted, and

that the n ew forms be reviewed b y  this connittee.

R e c o m m e n d a tion //lb

At present m a n y  lessees are suffering hardship due to rent increases of several 

hundred percent. To provide for this relief and as a curative for such future increases 

t he.s t a t u t o r y  provisions found in section nine are recommended. Provision 

for o p t i o n a l  conversion of present leases to ones that wil l  place a ceiling of 

10f)r< on rental increases every five years will largely prevent future hardship cases 

and resolve satisfactorily the present cases. With a rent ceiling lease rental 

increases w i l l  be more predictable resulting in more financial stability for the 

lessee. Mr. M a c k  does not concur wi t h  the limitation of 1 0 07,.

S ection 8 & 9 of the attached draft bill will accomplish the above recommendations. 

Recommendstioii if 17

The com m i t t e e  recommends r'vat the L egislature apply the provisions found in Title 

38 to those in Title 3 and Title 19. The rationale would be co make land laws 

u n i f o r m  between the Division of Aviation, Department of Highways and Division of 

L a n d s .

Rcconmendat ion y‘18

To comply wi t h  new statues the committee recommends n major overhaul of Division 

cf Lands regulations. The committee lias found man y  of the regulations now in 
effect to ho outdated and superseded hy statutes.

Rocomn e n dn tion </19

The committee recommends that the State be given more flexibility to resolve 
contract of sale violations. This is n e cessary to prevent foreclosure as the
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o n l y  r e m e d y  for m i n o r  contract violations.

Section 3 of the attached bill wil l  a c c o m p l i s h  this. . . .  - -■ -

The committee w ishes to note that in the course of public testimony it w a s  a p­

parent that Division of A v i a t i o n  lessees had significant problems w i t h  their 

current leases. This subject was not w i t h i n  the scope of the committees de­

liber ations and, therefore, not addressed.

The c o mmittee w i s h e s  to* emphasise that this is ar. interim report and will be 

followed b y  add i t i o n a l  r e c o m m e ndations not necessarily involving legislative 

actions.

:)

C o n m i t t c e  Members:

' " / V

TIIF.ODORE G. SMITH 

C o-chairman

Hugh Gellert, Co-cha i r m a n

W i l l i a m  M a c k

John Ilorman

L i d i a  Selkrcgg

J amie Love

Carl Ma r r s

Cl nr!: Greening

Mike Culletta

Herb Lang

David McCabe.

__
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IN T H E  BY R UL E S C O M M I T T E E  BY RE QU E S T

O F  THE G O V E R N O R

BILL NO.

IN TH E L E G I S L A T U R E  O F  T H E  ST ATE OF  A L A S K A
#

T EN TH L E G I S L A T U R E  - FIRST S ESS ION  

A  B ILL

F o r  an A c t  en ti tle d: "An A c t  r e l a ti n g to st at e lands and p r o vi d in g  for

an ef f e c t i v e  d a te . "

BE IT E N A C T E O  BY T HE  L EG IS L A TU R E OF  TH E  S T AT E  OF  ALASKA:

* S e c t i o n  1. AS 3 8 . 0 5 . 0 3 0  is airended by adding a new s u b s e c t i o n  to read:

Se ct i o n  3 8 . 0 5 . 0 3 0  (f). N o t w i t h s t a n d i n g  the pr ov is io n s  of  (a) and  (e)

a b o v e  and 3 8. 0 5 . 0 3 5  ( a ) (13), the t r u s t e e s  o f  state t ru st lands m a y  m a n a g e  o r  

c o n t r a c t  w i t h an y ag en cy,  p ub l ic  o r  p r i va t e , for ' .> m a n a g e m e n t  of  trust 

lands p u r s ua n t to the pr ovi s io n s  of this chapter. Costs of such ma n a g e m e n t  

shall be b or n e by the r e s p e c t i v e  trusts.

* Se c t i o n  2. AS  3 8 .0 5 .0 5 5  is a m e n d e d  to read:

Se c ti o n 33.0 5.0 55 . SALE PR O CE D UR E S . Except  as p r o v i de d  in Sectio n 

31 5(d) of this c hap ter , the sale shall be  m a d e  at pu bl ic a uc t i o n  to the 

h i g h e s t  qu a l i f i e d  bi d de r  as d e t er m in e d  by the director. A n  a g g r i e v e d  bi d d er  

m a y  appeal to the c o m m i s s i o n e r  w i t h i n  five day s a f t e r  the sa le for a re v ie w  

o f  the d i re c to r ' s det erm in at i on .  T h e  s al e  shall be c o n d u c t e d  by the di r ec t o r  

o r  his r e p r e s e nt a t iv e , and at the time of  s ale  the su ccessful bi d d e r  shall 

d e p o s i t  an a m o u n t  d e t e r m i n e d  by the d i r e c t o r  but no t less t ha n  5% (EQUAL TO 

O N E- T E N T H )  of  the p u r ch a s e price. The d i r e c t o r  or his r e p r e s e n t a t i v e  shall 

i m m e d i a t l e y  issue a re ce ipt  c o nt a i n i n g  a d e s c r i p t i o n  of  the land or pr op er ty 

pur ch as e d,  th e pr ic e bid, and the terms of slae, w h i c h  re ce i p t shall be 

a c k n o w l e d g e d  In w r i t i n g  by the bidder. A c o n t r ac t  o f  sale on a f o r m  ap pr o v ed  

by the a t t o r n e y  general shall be  si g ne d  by the p u r c h a s e r  and , a f t e r  approval of 

the c o m m is s i on e r,  the c o n t ra c t shall a l s o  be signed by the d i r e c t o r  on 

b e h a l f  of the state.

* Se c ti o n 3. AS 3 8 .0 5 .0 6 5 is a m e n d e d  to read:

Se ct i o n  38 .0 5 . 06 5 . T ER MS OF C O N T R A C T  OF  SALE. T h e  c o n t r a c t  o f  sale 

shall re qu i-e  the re m a i n d e r  o f  the p u r c h a s e  p ri c e  to be pa i d  o v e r  a period



o f  not m o r e  than 20  y ea rs,  w h i c h  shall b »  s et fo r e a c h  sa le  by  the director. 

In st a l l m e n t  p a y m en t s plus i n t e r e s t  will be s e t  cn the level p ay m e n t  basis 

o v e r  the pa y me n t  per iod. The  i n t e r e s t  rate c h a r g e d  on in s ta l l me n t payments 

shall be the p re v a i l i n g  r a te  on  s i m i l a r  land t ra n s a c t i o n s  at the time the contrac t 

is si gned, as d e t e r m i n e d  by the d i r ec t o r,  b u t  in no c a s e  shall it be below 

5% pe r year or  a b o v e  the c u r r e n t  u s u r y  rate as set by  AS 4 5 .4 5 .0 i n (b )  and (d).

(IN A N NU A L  I N ST A LL M E NT S  O F  N OT  LE S S  T H A N  10 P E R  C EN T  O F  THE PUR C H AS E  PRICE,

W I T H  I NT ERE ST  AT  T H E  R ATE  OF  M O T  L ES S  T H A N  FIVE PE R C ENT  A  YEAR.) Th e 

dir e ct o r,  w i t h  the c o n s e n t  o f  t he  c o m m i s s i o n e r ,  m a y  al so i m po s e conditions, 

li mi ta t i on s , and terms w h i c h  he c o n s i d e r s  n e c e s s a r y  an d p r o p e r  to p ro tec t 

th e i n t er e st  of the state. V i o l a t i o n s  o f  a n y  p r o v i s i o n  of this ch a p t e r  or 

the terms of the c o n t r a c t  o f  s a l e  s u b j e c t  the p u r c h a s e r  to a p p r o p r i a t e  

ad mi n i L  a t i v e  an d legal a c t i o n ,  i n c l u d i n g  bu t  n ot li mit ed to spe c if i c  

p e r f or m an c e , f o r e c lo s u re ,  e j e c t m e n t ,  o r  o t h e r  legal re me d ie s  in ac co rda nc e 

w i t h  a p p l i c a b l e  s tate law. (LEGA L AC T I ON ,  IN C LU D IN G  A  F O R E C 'O S U RE  ACTION 

IN A C C O R D A N C E  W IT H A P P L I C A B L E  S T A T E  LAW.)

. * Se c t i o n  4. AS  3 3. 0 5 . 0 6 7 ( b )  is a m e n d e d  to read:

| S e c t i o n  5 3 . 0 5 . 0 6 7 ( b ) . T h e  d i r e c t o r  shall not sell the lands under this

s e c t i o n  at less than t he ir fair (A PP RAISED) m a r k e t  value. T h e  d i r ec to r  shall 

m a k e  r e gu l at i o ns  n e c e s s a r y  to e n s u r e  that l an d s sold u n de r  this sectio n are 

for bona fide resi de nti al  u se a nd  not to r sp ecu l a ti o n.

* S e c t i o n  5. A S  38 . 0 5 . 0 6 8 ( a )  is a m e n d e d  to read:

S e c t i o n  38 .0 5 .0 6 8 (a ) . F OR E S T SE R VI C E  PE RM ITT EE S' S AL ES  PREFERENCE.

B e f o r e  o f f e r i n g  to the pu b l i c  a n y  land w h i c h  is s u bj e c t  to a va li d existing 

U n i t e d  S ta t e s  Forest  S e r v i c e  p e r m i t  in e f f e c t  in a s t a t e - s e l e c t e d  area at 

t he  time the ar ea wa s  p a t e n t e d  to the state , o r  w h i c h  is s u b j e c t  to a lease 

is su ed u n d e r  S e c t i o n  87 of  this c h a p t e r ,  the d i r e c t o r  ..hall o f f e r  the land 

f or  sa l e  to the p e r m i t t e e  o r  his s u c c e s s o r  in title, if he can  be found, at 

no t  less than its fair (AP PR AI S ED )  m a r k e t  v a l u e  b e f o r e  o f f e r i n g  to the 

general public.

* S e c t i o n  6. AS 3 8 . 0 5 . 0 7 0 ( c )  is a m e n d e d  to read:

S e c t i o n  38 .0 5.0 70( c) . A  l e as e  m a y  be is su ed for a p e rio d of  up  to 55 

y e a r s ,  if It ap pe ar s  to be in th e b es t i nt e r e s t  of the s tat e an d if the 

c o m m i s s i o n e r  approv es . A  le as e f or a p e r i o d  in ex c e s s  o f  25 y ear s shall grant 

the le sse e an op t i o n  e n t i t l i n g  h i m  to e x t e n d  the te r m  o f  the l eas e for up  to 

"  3 c o n s e c u t i v e  five ye a r  p e r i o d s  in a d d i t i o n  to  the o rig ina l term. If the C o m m i s s i o n e r

d e t e r m i n e s  th at  the land o r  a p ar t  of it w h i c h  is the su b j ec t  of a gr azing
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le as e  is n o t  be ing u sed  for the p u rp o s e  is sued, the le as e m a y  be d e c la r e d void.

(HOWEV ER , A  NONRENEWAfiLE L E A S E  FOR S C HO O L L A N DS  MAY BE ISSUED  FO R A  PE R I OD  H OT 

TO  E X C E E D  99 YEARS.)

* S e c t i o n  7. AS 3 8 . 0 5 .0 87 ( a ) is am e n d e d  to read:

S e c t i o n  3 8 . 0 5 . 0 8 7 ( a ) . FO RE S T  SE R VI C E PERMI TT EES ' L EA S I N G  PREFE RE NCE .

B e f o r e  o f f er i n g to the p u b l i c  an y land f o r  le as e w h i c h  is s u b j e c t  to a valid 

e x i s t i n g  U ni t e d S ta t e s F o r e s t  S e r v i c e  p e r m i t  in e f f e c t  in a st a t e - s e l e c t e d  

ar ea  at  t he  time the a r e a  w a s  p a t e n t e d  to t he  state,  th e  d i r e c t o r  shall 

o f f e r  the land for le a s i n g  to the p e r m i t t e e  at no t les s than its fa i r  

(A PP RAISED) ma r k e t  v a l u e  b e f o r e  o f f e r i n g  it to the general public .

*  S e c t i o n  8. A S  3 8 . 0 5 . 1 0 5  is am e n d e d  to read:

Se c t i o n  3 8. 05 .1 05.  E a c h  l e a se  shall st i p u l a t e  t h a t  the annual rental 

p a y m e n t  is su bj e c t to a d j u s t m e n t  a t  f iv e y e a r  i n t er v al s  and shall be based 

(PRI MA RIL Y)  on a r e a p p r a i s e d  annual rental value. A n y  in c r ea s e du e to 

re ap pra is al  m a y  no t e x c e e d  100" of  the annual rental fo r  the pr e c e d i n g  

5 ye ar  period. Ho we v e r,  i f  the d i r e c t o r  of  the d i v i s i o n  of lands de ter m i ne s  

th at  re sidenw,al d e v e l o p m e n t  is the b e s t use for  the land, the reap pra is al  

pe r io d  m a y  be l e ng t h en e d o r  the r e a d j u s t m e n t  w a i v e d  in a c c o r d a n c e  w it h  

r e gu l a ti o ns  ad o p t e d  by  the co m m i s s i o n e r .  B e f o r e  a w a i v e r  o f  rental r e a d j u s t­

me n t  is issued, the land shall ha v e  a c u r r e n t  rea pp ra i sa l .  A  w a i v e r  is valid 

o n l y  if res idential d e v e l o p m e n t  a c t u a l l y  o c c u r s ,  and o n l y  if it is n e c es sa r y  

for  o b t a i n i n g  p r im a r y  l o n g - t e r m  fi nancing. Th e reg ul at i on s  a d o p t e d  under 

this se c t io n  shall e n s u r e  that the s tat e r e c ei v es  a f air  re tur n fro m the 

land.

* Se c t i o n  9. AS 3 8 . 0 5  is am en d e d  by a dd i ng  a n e w  p a r a g r a p h  to read:

S e c t i o n  38. 05.106. C O N V E R S I O N  OF LEASES, (a) A n y  p e rs o n ho l d in g  a

v a li d  lease as l ess ee  o f  l an ds f r o m  the S t a t e  u nd e r p r o vi s i on s  o f  AS  38 .0 5.0 70 - 

.105, or  as an a p p ro v ed  a s s i g n e e  o f  such le s se e  u n d e r  the terms o f  such 

lease, may, at his op t i o n ,  c on v e r t  his l ea s e  so as to ob t a in  c e r t a i n  benefits, 

e n u m e r a t e d  in s u b p a r a g r a p h  (b) be low, w h i c h  w e r e  not a v a i l a b l e  to h i m  at 

the d a t e  his lease w a s  o r i g i n a l l y  en t er e d , if the lessee at the time of con v e rs i o n 

m a k e s  all pay m e nt s  due  u n d e r  the c o n v e r s i o n  ra te and is not in v i o la t i on  

o f  an y  o t h e r  lease pr ovi s i on .

(b) Th os e le as e b e n e f i t s  w h i c h  shall be m a d e  a v a i l a b l e  to a lessee 

q u a l i f y i n g  u n d e r  s u b s e c t i o n  (a) of this se ct i on  shall be all of th os e 

l ea se p r o v i s i o n s  a u t h o r i z e d  or  m a d e  a p p l i c a b l e  by this ac t to n e w  leases 

e n t e r e d  into by the S t a t e  a f t e r  the e f f e c t i v e  d a t e  of  su ch statu tes .

1
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the  m o s t  r e c e n t  re a p pr a i s a l  p r o v i d e d  t h a t  s u ch  reapp ra isa l w as wi t h i n  2 years

}
of  the e f f e c t i v e  d at e  o f  th is  act. In all o t h e r  ca ses , t he  c o nv e rs i o n shall 

be based on  the n e x t  r e a p p r a i s a l .

(d) A n y  c o n v e r s i o n  a s  to t r u s t  lands shall be e f f e c t i v e  o n l y  if appro ve d 

by th e  a p p r o p r i a t e  b o a r d  o f  trustees.

(e) A p p l i c a t i o n s  for  c o n v e r s i o n  m u s t  be  m a d e  w i t h i n  3 y e a r s  o f  the 

e f f e c t i v e  d a t e  of this act.

* S e c t i o n  10. AS 3 8 . 0 5 . 3 1 0  is am e n d e d  to read:

S e c t i o n  3 8 . 0 5 . 3 1 0  ( NO T I C E  A ND)  A P P R A I S A L ,  (a) N o  land m a y  be  sold or  

leased , o r  a renewal l e a s e  is su ed (W IT HOU T PU B L I C  NO TI CE)  e x c e p t  in the 

ca s e  o f  an oil o r  gas o r  mi ne r al  lease, un l es s  it h as been ap p r a i s e d  w it h i n 

120 (90) days b e f o r e  the d a t e  o f  (F I X ED  FOR THE) sa le  or  lease. (WHEN LAND 

IS O F F E R E D  A T  P U B L I C  S A L E  B UT  IS NO T  S O L D  A N D  IS A V A I L A B L E ) Ts. u v e r  the 

c o u n t e r  s al e (AT T H E  P R I V A T E  SALE, NO) an  (RE)a pp rai sal  is r e q ui re d  unless 

the d i r e c t o r  finds ( CO NS ID ERS ) th a t  a c h a n g e  in v a l u e  o f  the lands has not 

(MAY HAVE) occ ur r e d.  A  g r a z i n g  lease m a y  be g r a n t e d  to a l e s s e e  of  federal 

g r a z i n g  lands w i t h o u t  p r i o r  app ra is a l,  if his federal lease w a s  c an ce ll ed 

to a l l o w  the s t at e  to s e l e c t  the lands u n d e r  lease. No land m a y  be sold or 

l e a s e d  for less than f ai r  (THE AP P R O V E D ,  A P PR A I S E D )  m a r k e t  value , e xce pt  

as p r o v i d e d  in .315 and .320 of th is  c h a p t e r  and  .75 - .85 o f  this chapter.

No land o r  i n t e r e s t  in l a n d  m a y  be sold, leased , or o t h e r w i s e  di s po s ed  of 

i w i t h o u t  p u b l i c  notice.

(b) W h e n land is o f f e r e d  at pu b li c  sale but  is n o t so ld, it m a y  be 

a v a i l a b l e  fo r  s al e  o v e r  t h e  counte r.  T h e  d i r e c t o r  s h all r e v i e w  the list
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be en  no c ha n g e in v a lu e  s i n c e  t he last re ap pr a i sa l .  If an increa se  in value 

oc cu r s  in any  parcel , tn e d i r e c t o r  shall w i t h d r a w  that parcel f rom  s ale  ov er  

th e count er .

* S e c t i o n  l l r  AS 3 8 . 0 5 . 3 4 5 ( a )  is am e n d e d  to read: •

S e c t i o n  3 8 . 0 5. 3 4 5( a ).  P u bli c no t ic e  o f  an a uc t i o n  sa l e  (LEASE O R  O T H E R  

D I SPO SA L)  o f  land o r  i n t e r e s t  in it shall be  s u b s t a n t i a l l y  as follows.

* S e c t i o n  12. AS  3 8 . 0 5 . 3 4 5 ( e )  is am e n d e d  by a dd i n g a n e w  s u b p a r a gr a ph  to read:

S e c t i o n  ? ^ . 0 5 . 345(e) Pu b l i c  n o t i c e  of an ac t i o n  o t h e r  than as specif ie d

in p a r a g r a p h  (a) a bo v e shall c o n f o r m  to the r e q u i r e m e n t s  o f  A S 38. 0 5. 3 05  

a nd  this parag ra ph.  S u c h  n o t i c e  sh all, w h e n  g i v e n  p u r s u a n t  to AS  38.05 .30 5( c),  

be p u b l i s h e d  at least o n c e  in a newsp .per o f  ge neral c i r c u l a t i o n  in the 

v i c i n i t y  in w h i c h  the l an d  a f f e c t e d  by the p r o p o s e d  a c t i v i t i e s  is located.

* S e c t i o n  13. AS 3 8 . 0 5 . 3 6 5  is a m e n d e d  by a dd i n g a ne w su bp a r ag r ap h  to read:

S e c t i o n  38 .05,365. " M a r k e t  Va lue " or  " Fa i r  Ma r k e t  V a lue " m e a n s  the

h i g h e s t  prices, e s t i m a t e d  in t erm s of  mo n e y,  w h i c h  the p r o p e r t y  wo ul d bring 

if ex p o s e d  for a sale f or a re as o n a b l e  time in the o pe n ma rk e t,  w i t h  a seller, 

w i l l i n g  but not forced to sell, an d a buyer, w i l l i n g  but no t  forced to buy, 

both be in g fully in fo r me d  o f  all the p u rpo se s for w h i c h  the pr op e rt y  is best 

a d ap t e d  o r  c oul d be used.

* Se c t i o n  14. AS 3 8 . 0 5  is a m e n d e d  by ad d i n g  a n e w  p a r a g r a p h  to read:

S e c t i o n  38.05.380. S T A T E  R 0 A R D  O F  L A U D  AP PEA LS,  (a) T h e  S t at e  Roard

o f  La n d  Ap p e a l s  shall c o n s i s t  of  five m e m b er s , on e of  w h o m  shall be the 

C o n m i s s i o n e r  of  Natural R e s o u r c e s  or his d e s i g n a t e d  re pr e se n t at i ve .  The 

o t h e r  m e m b e r s  of the b o a r d  shall be a p p o i n t e d  by  the g o v e r n o r  f ro m  the general 

public , w i t h  d ue re ga rd  fo r the d e s i r a b i l i t y  o f  p r i o r  legal , natural resour ce  

or  real es t a t e  tra i n in g  a n d  e x p e r i e n c e  as c r i t e r i a  for s e l e c t i o n  of  public  

mem b er s . All b o ar d  m e m b e r s  a re su b j ec t  to c o n f i r m a t i o n  by a m a j o r i t y  of  the 

m e m b e r s  o f  the l e g i s l a t u r e  in j o i n t  sessio n.

(b) Th e  d i r e c t o r  o f  t h e  d i v is i on  o f  l and s shall p r o v i d e  a d m in i st r a ti v e 

s u p p o r t  for the board.

(c) T h e  g o v e r n o r  shall a p p o i n t  the pu b li c  m e m b e r s  of  the bo ard  for 

terms o f  three y e a r s  e a ch ,  e x c e p t  that the initial terms o f  one of the 

m e m b e r s  first a p p o i n t e d  u n d e r  this c h a p t e r  shall be for one  y e a r  and one 

m e m b e r  for two y ear s.  T h e  pu b l i c  m e m b e r s  ar e e n t i t l e d  to c o m p e ns a ti o n

o f  lands a v a i la b le  on a Quarterly basis and s h a l l  c e r t i f y  tha t there has
i
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in actua l m e e t i n g  o r  o n  a u t h o r i z e d  offic ial  b u s i ne s s  in ci d en t  to th ei r duties, 

a n d  to all o t h e r  t r a n s p o r t a t i o n  and p er d i e m  e x p en s es  as pr ovi ded  by law.

(d) J u r i s d i c t i o n  o f  th e board shall e x t e n d  to all m at t e rs  ar is i n g u n d er

the A l a s k a  La nd A c t  (AS 33.05 ) and the W a t e r  A c t  (AS 46.15) from w h i c h  an

»
appeal m a y  be taken u n d e r  s t at u t e o r  reg u l at i on  to the co m m i s s i o n e r  from 

a d e c i s i o n  of  the d i r e ct o r,  d i v is i on  o f  lands. T h e  bo a rd  in all appea ls 

fi le d a f t e r  the e f f e c t i v e  d a t e of  this cha p te r ,  shall have the a p pel la te  

a u t h o r i t y  for m a ll y  ve s te d  in the c o m m i s s i o n e r  by pro vi si o n s of  the Al a sk a  

L a nd  Act. An  appeal f r o m  a de c is i o n of the board,  if taken, shall be to the 

S u p e r i o r  Court.

o f  a q u o r u m  shall be ab l e  to r en d er  a decis io n. T h e  b oar d shall a do p t 

r e g u l a t i o n s  g o v e r n i n g  its pr oce d ur e s , and ma y  a d o p t  o t h e r  reg ul a ti o ns  which 

m a y  be n e c e s s a r y  or c o n v e n i e n t  in car r y in g  out the pur po s e s of  this chapter.

|

I

l
I

AGO 8 8 5 6 2 2



TO: S e n a t o r  J o h n  S a c k e t t ^  M a r c h  8, 1977

FROM: S e n a t o r  Kay P o l a n d

RE: CSSB 159, L e a s i n g  of S t a t e  L a n d  for
Purposes O t h e r  Than for the E x t r a c t i o n  
of M i n e r a l s

T h e r e  has b e e n  t r a n s m i t t e d  to S e n a t e  F i n a n c e  the Senate  
R e s o u r c e s  C o m m i t t e e  S u b s t i t u t e  for SB 159 as r e f e r e n c e d  
a b o v e .

D u r i n g  1976, the D i v i s i o n  of L ands r a i s e d  rental s to w hat 
was c o n s i d e r e d  an o n e rous  level. M o r e  importantly, the 
n o n - d e f i n a b l e  upper level o f  g o v e r n m e n t  and other potentia l 
excesses, sev erely limited, or eliminated, b a n k  loan 
c onsiderations. The c o m pl ete file of t e s t imony given to 
the R e s o u r c e s  C o m m ittee contains a s c h edu le clearly d e p i ctin g 
the r ental increases and perc entages. That testi m o n y  is 
t r a n s m i t t e d  herewith, and has a l r e a d y  b e e n  m a d e  a vail a b l e  
to S e n ators Butrovich, Tillion, M e l a n d  and  Croft. W e  can 
p r o v i d e  a d d i t i o n a l  sets if necessary.

The o r i g i n a l  SB 159 a l l o w e d  for too fre quent c o m p o u n d i n g  
of apprai s a l s  and r e ntal increases, thus not a f f o r d i n g  
p r o p e r  remedy.

I feel that the C o m m i t t e e  S u b s t i t u t e  does a f f o r d  proper 
r e l i e f  in lease r e ntals w h i l e  p r o t e c t i n g  the interests of 
the State. The a t t a c h e d  t e l e g r a m  indicates the accept a n c e 
of the CS by the L e a s e h o l d e r s  A s s ociation. I w o u l d  
urge e a r l y  action on the m e a s u r e  to r e solv e the present 
c o n f lict b e t w e e n  the leaseholders a n d  the State a d m i n i s­
tration.

K P : ke

cc: M e m b e r s  - Senate F i nance  C o m m i t t e e
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Box 25
Kodiak, Alaska 99^5 
April 5, 1977

Senator Kay Poland 
Alaska State Senate 
Pouch V
Juneau, Alaska 99b1t 

Dfftr Sen. Poland:

Wa are concerned about the implications of SB 159 

for the ranching on Kodiak Island. Please send 

us a copy of the b ill  at your earliest convenience

Sincerely,

Vfenda Fields
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T e s t i m o n y  of J o e  W i l h o u r  to  A d  H o c  C o m m i t t e e  M a r c h  3, 1977

,W«. . ■ «  • i

G e n t l e m e n :

I t h i n k  t h e  m o s t  r e c e n t  d r a f t  of r e c o m m e n d a t i o n s  to the G o v e r n o r  
a n d  L e g i s l a t u r e  is e x t r e m e l y  u n f a i r  for t h e  f o l l o w i n g  r e a s o n s :

' " T V
T h e  c o m m i t t e e  m e t  a n d  m a d e  d e c i s i o n s  m o s t  o f  the t i m e  w i t h o u t  w h a t  
I c o n s i d e r  a p r o p e r  q u o r u m .  S o m e t i m e s  w i t h  as. f e w  as f o u r  m e m t s r s .

T h e  i n p u t  o f  t h e  S t a t e  D i v i s i o n  of  L a n d s  w a s  o v e r w h e l m i n g .  I 
a t t e n d e d  a l l  b u t  o n e  of t h e  m e e t i n g s  w h e r e a s  a m i n i m u m  o f  s e v e n  
t o  t w e l v e  o r  m o r e  p e o p l e  of t h e  D i v i s i o n  o f  L a n d s  a t t e n d e d .  T h e y  
w e r e  r e c o g n i z e d  to s p e a k  at a l l  t i m e s ,  w h e r e a s  the l e a s e h o l d e r s  
w e r e  r e p r e s e n t e d  by  one, B i l l  M a c k ,  and a f e w  l e a s e h o l d e r s  w h o  
w e r e  r e c o g n i z e d  at t i m e £  and i g n o r e d  a t  o t h e r  times. F e w  l e a s e­
h o l d e r s  c o u l d  a f f o r d  to l e a v e  t h e i r  b u s i n e s s  o r  jobs to a t t e n d . a n d  
p a i d  l e a s e  h o l d e r s  a t t e n d a n c e  w a s  n i l  s i m p l y  b e c a u s e  w e  d i d  n o t  h a v e  
t h e  $ 7 0 . 0 0  p e r  hour. 1 ...

P r o b a b l y  t h e  g r e a t e s t  i n p u t  f r o m  t h e  D i v i s i o n  o f  l a n d s  w a s  f r o m  
Mr. R o n  Bunn, the S t a t e s  a p p r a i s o r ,  w h o  in m y  o p i n i o n  is e x t r e m e l y  
i n c o m p e d i e n t . I r e f e r  y o u  t o  t h e  r e c o m m e n d a t i o n s  of t h e  H e a r i n g  
P a n e l  a p p o i n t e d  b y  t h e  D i r e c t o r  of t h e  D i v i s i o n  o f  L a n d s  for y o u r  
e v a l u a t i o n .

W e  H a d  h o p p e d  t o  r e b u t  and o f f e r  o u r  r e c o m m e n d a t i c i s  at a f i n a l  
m e e t i n g ,  Js&t? w e  a r e  at t h a t  m e e t i n g  n o w  - a n d  w e  are l i m i t e d  to 
5 m i n u t e s  each, or a t o t a l  of  2 1/2 ho u r s ,  to c o u n t e r  the s p o o n f e d  
t e s t i m o n y  o f  t h e  D i v i s i o n  at m e e t i n g s  h e l d  r e g u l a r l y  e v e r y  w e e k  
s i n c e  l a s t  O c t o b e r ,  p l u s  an u n k n o w n  n u m b e r  of s e c r e t  m e e t i n g s ,  
s o - c a l l e d  w o r k  s e s s i o n s ,  p l u s  d e a r  k n o w s  h o w  m a n y  p r i v a t e  c o n t a c t s  
b y  e m p l o y e e s  o f  the D i v i s i o n  w i t h  t h e  p a n e l  m e m b e r s .

•> >

T o  m y  k n o w l e d g e ,  we  ha v e  h a d  o n l y  4 o r  5 p r i v a t e  c o n t a c t s  w i t h  
p a n e l  m e m b e r s ,  p l u s  a f e w  m i n u t e s  d u r i n g  c o f f e y  b r a k e s  at t h e  r e g u l a r  
h e a r i n g s .  I d o n ' t  k n o w  of  o n e  m e m b e r  o t h e r  t h a n  B i l l  M a c k ,  w h o  
h a s  a t t e m p t e d  to c o n t a c t  us to t a l k  to us, o r  ask to see o u r  l e a s e d  
la n d  a n d  i m p r o v e m e n t s .  (•£ <r 7 o  u ̂  y  !

In short, we  h a v e  5 m i n u t e s  i n d i v i d u a l l y ,  o r  2 f/2 hourg. c o l l e c t i v e l y , 
to try to s a l v a g e  o u r  m i l l i o n s  o f  d o l l a r s  and 20 v e a r s ^ i f w e ^ t e d  in 
g o o d  f a i t h  in o u r  leases.

L o o k i n g  at the r e c o m m e n d a t i o n s  a d d r e s s e d  t o  G o v e r n o r  H a m m o n d ,  d a t e d  
Feb. 22 n d  and s i g n e d  by T h e o d o r e  S m i t h ,  it a p p e a r s  t h a t  a n y one,
i n c l u d i n g  the G o v e r n o r ,  c o u l 2 i n t e r p r e t e  t h e m  to m e a n  th a t  t h e  c o m m i t t e e
m e m b e r s  l i s t e d  o n  the l a s t  p a g e  c o n c u r s  in t h e  r e c o m m e n d a t i o n s .  B u t
in c h e c k i n g  w i t h  s o m e  o f  t h e  c o m m i t t e e  m e m b e r s  I find so m e  h a v e  almost. , j 
an e x a c t  o p p o s i t e  o p i n i o n  - p o s s i b l y  t h e  m a j o r i t y  do. I s u g g e s t  t h e
final r e c o m m e n d a t i o n s  be s i g n e d  o n l y  by  t h o s e  m e m b e r s  w h o  t o t a l l y  
c o n c u r ,  o r  at l east h a v e  t h e  d i s e n t i n g  o p i n i o n s  noted. If not, it 
a p p e a r s  t o  me che o d d s  o f  c o m i n g  u p  w i t h  v i a b l e  l e a s e  r e c o m m e n d a t i o n s  
f r o m  t h i s  c o m m i t t e e  are g r e a t e r  t h a n  1000 to 1.

^ . -v_ C e I ^  e 'b » ■>
W h i l e  in J u n e a u ,  I m e t  Mr. P h i l  H o l s w o r t h ,  t h e  C o m m i s s i o n e r  o f  N a t u r a l  
R e s e r v e s  a t  t h e  t i m e  o u r  l e a s e s  w e r e  i s s ued. H i s  o p i n i o n s  a n d  
r e c o m m e n d a t i o n s  o f  the o r i g i n a l  i n t e n t  of o u r  l e a s e s  c o u l d  b e  m o s t  
h e l p f u l  t c  t h i s  c o m m i t t e e  - in f a c t  t o  a l l  o f  us.
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R e c o m m e n u a t i o n  #12, l i m i t i n g  r e n t  i n c r e a s e  t o  100 p e r c e n t  of p r i o r  
a n n u a l  r e n t a l s :  I r e f e r  y o u  t o  t h e  R o n  B u n n  m e m o r a n d u m  t o  Ted Smith,
p r e s e n t  d i r e c t o r  of lands, d a t e d  2 - 2 2 - 7 7

Q u o t e :  " S o m e  p a r c e l s  h a v e  a v e r y  s l i g h t  r e n t  a d v a n t a g e  w h i l e
o t h e r s  w o u l d  be s u b s t a n t i a l l y  b e l o w  t h e  c u r r e n t  m a r k e t  a n d  w o u l d  
p o s s i b l y  n e v e r  c a t c h  up  t o  m a r k e t  r e n t  e v e n  w i t h  100 p e r c e n t  i n c r e a s e s  
e a c h  five y e a r  p e r i o d . "  U n q u o t e .

A s  I r e a d  it, the m a x i m u m  a l s o  b e c o m e s  the m i n i m u m ,  w h i c h  a c c o r d i n g  
to Ron B u n n  and p r o b a b l y  t h e  D i v i s i o n  o f  L a n d s ,  is n o t  enough. T h e y  
p r o v e d  this b y  t r y i n g  to i m p o s e  an 850 p e r c e n t  i n c r e a s e  o n  me! I 
s h o u l d  p o s s i b l y  t h a n k  th i s  c o m m i t t e e  for r e c o m m e n d i n g  t h e y  w o u l d  
r e d u c e  m y  l e a s e  p a y m e n t s  f r o m  p o s s i b l e  b i l l i o n s  t o  o n l y  f o r t y  m i l l i o n ,  
b u t  t h a t  w o u l d  be  l i k e  t h a n k i n g  s o m e o n e  for d r o w n i n g  m e  in L a k e  L u c i l l e  
o r  t h e  b a t h t u b  i n s t e a d  o f  the P a c i f i c  O c e a n .

C o m p o u n d i n g  100 p e r c e n t  e v e r y  5 y e a r s  o n  m y  lease, b l o c k  3, lot 7A, l e s s  
t h a n  2 acres, w o u l d  s h o w  a t o t a l  r e n t a l  of $ 4 0 , 3 2 5 , 9 0 0 . 0 0  for 55 yea r s .

A l m o s t  any p o l i c y  r e c o m m e n d i n g  c o m p o u n d i n g  w o u l d  b e  d i s a s t r o u s .  C o m =  
p o u n d i n g  o n e  d o l l a r ,  100 p e r c e n t ,  20 t i m e s  t o t a l s  $ ^ , 0 4 8 , 5 7 6 . 0 0 .

C o m p o u n d i n g  0.00, 100 p e r c e n t ,  15 t i m e s  t o t a l s  $ 1 , 6 3 8 , 4 0 0 . 0 0 .  C o m­
p o u n d i n g  it a f e w  m o r e  t i m e s  is b e y o n d  the c a p a s c i t y  of a n y  s t a n d a r d  
c a l c u l a t o r .  P o s s i b l y  w h e n  this c o m m i t t e e  a n d  the D i v i s i o n  o f  L a n d s  
c o m p i l e d  t h e i r  f i g u r e s  f o r  o u r  leases, t h e i r  c a l c u l a t o r s  had a l o o s e  
s c r e w  o r  s l i p p e d  a c o u p l e  of c o g g s  - y o u  c h e c k  it!

-  A  TT b c. h  * A  . Mi y  / r / ^ w «.‘3 

T o  c o m p a r e  this l e a s e  p o l i c y  w i t h  t h e  p o l i c y  o f  the bank: S e v e r a l
y e a r s  ago I b o r r o w e d  $ 1 6 2 , 0 0 0 . 0 0  f r o m  the F i r s t  N a t i o n a l  B a n k  to 
c o n s t r u c t  a w a r e h o u s e  on lot 7-A, b l o c k  3, A l a s k a  I n d u s t r i a l  S u b d i v i s i o n .  
T h e  lot at the ti m e  w a s  a p p r a i s e d  at a p p r o x i m a t e l y  3 0 , 0 0 0 . 0 0  d o l l a r s .
T h e  t o t a t  p a y  o u t  t o  the ba n k  for the u s e  of t h e i r  m o n e y  - p r i n c i p a l  
and i n t e r e s t  - w o u l d  be a p p r o x i m a t e l y  $ 3 u 0 , 0 0 0 . 0 0 .  T h e  t o t a l  p a y  out 
to the S t a t e  for u s e  of t h e i r  $ 3 0 , 0 0 0 . 0 0  p i e c e  of land, u s i n g  the 
c o m m i t t e e s  c o m p o u n d e d  100 p e r c e n t  r e v a l u a t i o n  1w o u l d  a m o u n t  to o v e r  
$ 4 0 , 0 0 0 , 0 0 0 . 0 0  - p l u s  r e t u r n  of  the land! Y e t  t h i s  c o m m i t t e e  a n d  the 
D i v i s i o n  of  L a n d s  c l a i m s  th i s  is fa i r  and w i l l  e n c o u r a g e  d e v e l o p m e n t .

In o u r  r e c e n t  h e a r i n g  b e f o r e  the S e n a t e  R e s o u r c e s  c o m m i t t e e  I t h i n k  
w e  c o n v i n c e d  t h a t  c o m m i t t e e  to t a k e  the 1975 a p p r a i s e d  v a l u e  o f  t h e  
p r o p e r t y  a n d  m u l t i p l y  it by a f i g u r e  s o m e w h e r e  b e t w e e n  fi v e  and ten, 
and t h e n  d e v i d e  that f i g u r e  by  55 to c o m e  u p  w i t h  the a n n u a l  rent, w i t h  
th e  l a r g e r  p r o p o r t i o n s  c o m i n g  at t h e  l a t t e r  p a r t  of the lease. W h i c h  
v/ould m a k e  o u r  l e a s e s  b a n k a b l e  ja-ftefc more, f e a s i b l e  to p a y  a n d  e n c o u r a g e  
d e v e l o p m e n t .  T h i s  w o u l d  g i v e  us a p o s i t i v e  f i g u r e  o f  w h a t  we w o u l d  
h a v e  to p a y  for the 55 y e a r  land use.

S e c t i o n  8 of the C o m m i t t e e s  p r o p o s e d  b i l l  - w a i v e r  o f  r e n t  a d j u s t m e n t .
W h y  r e s i d e n t i a l  and n o t  i n d u s t r i a l ,  a g r i c u l t u r e ,  u t i l i t y ,e t c . ?

S e c t i o n  9, II A, B, C, C o n v e r s i o n s  of l e a ses. P a r a g r a p h  C t h r o w s  u s  
r i g h t  b a c k  to the m e r c y  of the S t a t e  a p p r a i s e r s .  W e  w o u l d  be in t h e  
e x a c t  p o s i t i o n  w e  w e r e  i n  w h e n  we g o t  o u r  n o t i c e  o f  r e a p p r a i s a l  i n  
J u l y  1976 w i t h  an 850 p e r c e n t  i n c r e a s e  - it  is n o  s o l u t i o n  at all.
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I r e c o m m e n d  t h a t  the c o m m i t t e e  g h o o s e  an  a p p r a i s e d  v a l u e  of o u r  
l e a s e s  p r e d a t i n g  R o n  B u n n  and the p r e s e n t  D i r e c t o r  o f  t h e  D i v i s i o n
o f  La n d s .  SB  159 has s e l e c t e d  J a n u a r y  1, 1975.

I a l s o  r e c o m m e n d  t h a t  t h i s  c o m m i t t e e  r e v i e w  t h e  n e w  l e a s e  f o r m s  a n d
r e g u l a t i o n s  and s u b m i t f o r  p u b l i c  c o m m e n t  a n d  r e c o m m e n d a t i o n s  
T h e  t o t a l  p a c k a g e  of  S t a t e  l ease p o l i c y .  O t h e r w i s e  t h e r e  is t h e
p r o b a b i l i t y  t h a t  the D i v i s i o n  of L a n d s  w i l l  a l t e r  o r  m i s i n t e r p r e t  
t h e  i n t e n d e d  o b j e c t i v e s  of the n e w  l e a s e  p o l i c y  a n d  t h e  l e a s e h o l d e r s  
w i l l  b e  r i g h t  b a c k  a p p e a l i n g  for a n e w  h e a r i n g  - o r  b e  in court.

If t h e  r e c o m m e n d a t i o n s  o f  the A d  H o c  c o m m i t t e e  a r e  l e f t  as t h e y  a r e
a n d  n o t  s u b s t a n t u a l l y  c h a n g e d ,  e s p e c i a l l y  r e c o m m e n d a t i o n  #12 a n d  
Sec. 8 a n d  9 o f  the p r o p o s e d  b ill, the r e s u l t s  w i l l  f o r c e  t h e  p r e s e n t  
l e a s e h o l d e r s  t o  s u r r e n d e r  t h e i r  l e a s e s  a n d  t o t a l l y  d e s t r o y  the l e a s i n g  
of  A l a s k a s  S t a t e  l a n d s  for t h e  f o r e s e e a b l e  f u t ure. ^

I n  c l o s i n g ,  Mr. N O r m a n ,  o n e  q u e s t i o n :  If t h e  r e c o m m e n d a t i o n s  as
t h e y  w e r e  s u b m i t t e d  Feb. 22nd b y  t h i s  c o m m i t t e e  w e r e  f o l l o w e d ,  w o u l d
y o u  r e c o m m e n d  to a c l i e n t  to ta k e  a n d  d e v e l o p  a s t a t e  lease, or  
w o u l d  y o u  w a n t  o n e  y o u r s e l f ?  Yes or n o  p l e a s e .

J o e  W i l h c u r  
B o x  740
W a s i l l a ,  A l a s k a  9 9687 
3 7 6 - 5 6 0 1

N V * ,

, 0  b j  c c. 7  i  0
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% O R I G  
V A L U E

N E W  A P P R A I S E D  
' V A L U E

% I N C  
T E R MsTERM 100%

100%

1 0 0 %100%

fi - i s v**V*l V' »*.. f •

^'i^jASkA I N D U S T R I A L  ^tJBpivi'SldN L E A S E H O L D E R S  A S S O C I A T I O N
•'

i'fikAMPLE O F  A  L O N G  T E R M  L E A S E  A P P R A I S A L  M E T H O D  P R O P O S E D  B Y  L E A S E  A G R E E M E N T  
/  R E V I S E D  1/27/77.
! , * 'Vj/,’— /£■' '?'?»•■j,‘ ' a 1.

M Y  A P P R A I S A L  $ 6 5 , 6 4 0 . 0 0  - T O  BE R E A P P R A I S E D  N E X T  Y E A R  (1978).

2 0 0%

400%

800%

1 6 0 0 %

$ 6 5 , 6 4 0 . 0 0

1 3 1 . 2 8 0 . 0 0

2 6 2 . 5 6 0 . 0 0

5 2 5 . 1 2 0 . 0 0  

1 , 0 5 0 , 2 4 0 . 0 0

L E A S E  
P A Y M E N T S

$ 1 9 , 7 0 0 . 0 0

3 9 . 4 0 0 . 0 0

7 8 . 8 0 0 . 0 0

1 5 7 . 6 0 0 . 0 0

3 1 5 . 2 0 0 . 0 0

A C C U M U L A T E D  C O S T  

T O  L E A S E E ___________

$ 19,70 0 . 0 0

5 9 , 1 0 0 . 0 0

1 3 7 . 9 0 0 . 0 0

2 9 5 . 5 0 0 . 0 0

6 1 0 . 7 0 0 . 0 0

B e y o n d  y e a r  2 5 , 1 o n e  c a n ' t  c a l c u l a t e  f u r t h e r  as per 
P a r a g r a p h  9; w e  w o u l d  h a v e  n o t h i n g  a n y  d i f f e r e n t  than 
w e  h a v e  now. H o w e v e r ,  if o n e  p r o j e c t e d  100% c o m p o u n d e d  
e v e r y  5 y e a r s  u n t i l  the e n d  o f  the lease, this is w h a t  
he  w o u l d  h a v e : /

3,200%100%

1 0 0 %

1 0 0 %

1C0%100%

100% 102,400%

6̂ 4 00% 12^ 00 %
«

2̂ 5,6 00% 

51,200%

2 . 1 0 0 . 4 8 0 . 0 0

4 . 2 0 0 . 9 6 0 . 0 0  

8,401 , 9 2 0.00

J.6,803,840.00

3 3 . 6 0 7 . 6 8 0 . 0 0

6 7 . 2 1 5 . 3 6 0 . 0 0

63°,400.00

1 , 2 6 0 , 8 0 0 . 0 0

2 . 5 2 1 . 6 0 0 . 0 0

5 . 0 4 3 . 2 0 0 . 0 0

1 0 . 0 8 6 . 4 0 0 . 0 0

2 0 . 1 7 2 . 8 0 0 . 0 0

1 . 2 4 1 . 1 0 0 . 0 0

2 . 5 0 1 . 9 0 0 . 0 0

5 . 0 2 3 . 5 0 0 . 0 0

1 0 . 0 6 6 . 7 0 0 . 0 0

2 0 . 1 5 3 . 1 0 0 . 0 0  

4 0 , 3 2 5 , 9 0 0 . 0Q

On  Lot 7A, B l o c h  3, I b u i l t  a 1 2 , 5 0 0  foot w a r e h o u s e  for o v e r  $ 2 0 0 , 0 0 0 . 0 0 ,  
fry and have it l e a s e d  to M a m m o t h  T r u c k i n g  for 35 cejits per ft. which, is a 

fa i r  m a r k e t  v a l u e  for the l o c a t i o n .  T h i s  is a jross annual income of  ̂ 
$ 5 2 , 5 0 0 . 0 0 .  W i t h  e x p e n s e s  as f o l l o w s :  (annually)

B a n k  p a y m e n t s  $ 2 1 , 0 0 0 . 0 0
U t i l i t i e s  4 , 2 7 4 . 5 9
T a x e s ,  i n s u r a n c e  6 , 3 1 1 . 1 4
M a i n t e n a n c e ,  misc. 5,4 00.64 ,V
L a n d  L e a s e  3 , 940. 0 0
T o t a l  V  $ 4 0 , 9 2 6 . 3 7

T h i s  p r o d u c e s  a n e t  p r o f i t , .before taxes, d e p r e c i a t i o n ,  v a c a n c i e s ,  i n f l a t i o n  
etc. of $ 1 1 , 5 7 3 . 6 3 .  W i t h  the land l e a s e  r a i s e d  in a c c o r d a n c e  wi t h  the a b ove 
scale, it c a n  be r e a d i l y  seen that t h e r e  is n o  w a v  I can p o s s i b l v  hold on  to 
t h e  p r o p e r t y  and i m p r o v e m e n t s  b e y o n d  six s'ears.

E v e r y  l e a s e h o l d e r  in the A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  is faced w i t h  the 
same c i r c u m s t a n c e s  to a g r e a t e r  o r  l e s s o r  d e g r e e .  H o w  can the S t a t e  e x p e c t  
to e n h a n c e  d e v e l o p m e n t  w i t h  th i s  k i n d  of l e a s e  p o l i c y ?

T h e  q u e s t i o n  is, s h all the S t a t e  l e a s e  land or  n o t ? ^  ’

If not, the p r o p o s e d  lease p o l i c y  w i l l  a c c o m p l i s h  this. I w o u l d  r e c c o m m e n d  
t h a t  the S t a t e  s h o u l d  at least b u v  the i m p r o v e m e n t s  from their nresent-

_____________________________________ AGO 8 8 5 6 2 9



g r a s

T e l e p h o n e  3 7 6 - 5 6 0 1

, e y  m:LS“lead m a n y  - y e a r s  ago. If y o u  w a n t  t h e  S t a t e  to 
d i s c o n t i n u e  t o  l e a s e  land a n d  t r e a t  t h e i r  l e a s e e s  fairlv, I r e q u e s t  that 

r e c o m m e n d  o u r  b i l l  to the G o v e r n o r  a n d  t h e  l e g i s l a t u r e .

T h a n k  you.

J o e  W i l h o u r
B o x  740, W a s i l l a ,  A l a s k a  99687

y o u
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TERM VALUE

5 6
C  i 

6-10

1015
1520

•2025

25-30•i

3035
3540 

4045 ‘ 

45-50 'A'- 

50*5
'•to1 •

5V

5V

5V

.w

57

>v

.V r

■ » r

25fir'
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25V

25V

100.00ft
125.00V 

150.25V 

105 31V 
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m*9 1?

‘ 23V
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25V,.
• *'Vv •*

•'“25V '■
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.mi.iav
170.85V

300.00V

715.08V

<>.U.:i5V
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n' »* i'.V •* ..

10.000.00

12.500.00

15.023.00 

10.331.25 . 

21.4! l.W» 

30.517.58 

38.140.08 

17.683.73 

50.01) 1.60 

71.505.83 

03.132.20

110.415.30
• ' . i’.r

■in

2,250.00. I2.230.IK)

22112.50 15,062.50

M v
3,515.63 18.578.13
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Ta f" TED s m i t h
Director

d a t e  : February 22, 1977

from: PON BUNN subJEci: Kent Savings

As can be seen frcm the four leases presented, the amount of the rent 
savings when basing the new contract on the original annual rental will 
vary substantially depending on the commencement date. Some parcels have 
a very slight rent advantage v+iile others would be srbstantially below 
the current market and ^puld aossibly never catch up to market rent even 
with 100% increase each 5 year period.'

When considering conversion of old leases based on original rentals, 
there are several things to be considered. First, a number of parcels 
have retained the original ADL number while either being increased or 
decreased in size through combining parcels or splitting parcels and 
thereby effecting the unit value and resulting rental. Difficulty may 
arise in determining which portion of the original land and original 
rent should apply to the new parcel under the new lease.

Also some lease contracts were or.igina.lly negotiated at a nominal rate 
until a proper appraisal could be performed. To base the converted 
contract rent on the negotiated rental would beai no relationship to 
todays market value. ** “ —  '

Further, numerous parcels have been assigned since they were originally 
leased and bonuses paid iray not bear any relationship to their actual 
value due to an unknowledgeable market. Therefore, if anyone besides 
the present lessee were to receive rent refunds it woull be quite difficult 
to determine how much would go to whom.

It would seem that in order to be equitable to all lessees, the following
methods could apply:

(1) For those parcels which represent an economic unit, the fair .
market value of the land at the original rate would apply {
under the most recent appraisal, if perforrmd within the past
2 years or the next scheduled appraisal.

(2) For those parcels which do not represent economic units
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1 WEST 27th AVENUE 
(907) 274-8638

P.O. BOX 4-N 
ANCHORAGE, ALASKA 99509

M a r c h  2, 19 7 7

Mr. T h e o d o r e  G. S m i t h ,
C o - C h a i r m a n
A d  H o c  A d v i s o r y  C o m m i t t e e  
328 E a s t  4th A v e n u e  
A n c h o r a g e ,  A l a s k a  9 9 5 0 1

D e a r  Mr. S m i t h :
\  •*

I w o r k  w i t h  C a r l  M a r r s ,  a m e m b e r  of  the S t a t e  A d  Hoc A d v i s o r y  
C o m m i t t e e .  O n  t h r e e  o c c a s i o n s  I a t t e n d e d  t h o s e  m e e t i n g s  w h e n  he 
w a s  n o t  p r e s e n t .

C a r l  is in H a w a i i  a t  t h i s  t i m e  w h e n  the C o m m i t t e e  is s o l i c i t i n g  
c o m m e n t s  on t h e i r  i n t e r i m  r e c o m m e n d a t i o n s  to the G o v e r n o r .  I h a v e  
r e a d  t h e  r e c o m m e n d a t i o n s  t h a t  t h e  D i v i s i o n  s e n t  to t h i s  o f f i c e  and 
a l s o  s p o k e  w i t h  J o e  W i l h o u r ,  a S t a t e  l e s s e e .

I t a l k e d  w i t h  C a r l  on  o t h e r  m a t t e r s  and a l s o  m e n t i o n e d  t h e s e  
r e c o m m e n d a t i o n s .  In r e f e r e n c e  to R e c o m m e n d a t i o n  No. 12, h e  t o l d  
m e  t h a t  he didn't' c o n c u r  w i t h  it, f e e l i n g  t h a t  a c e i l i n g  o f  100% 
c o u l d  b e  too h i g h  a f i g u r e  a n d  t h e r e f o r e  m a y  n o t  be e q u i t a b l e  to 
the l e s s e e s .  P e r h a p s  t h i s  m a t t e r  c a n  be t a k e n  u p  a g a i n  a t  a 
f u t u r e  c o m m i t t e e  m e e t i n g  a n d  b e  r e s o l v e d  to e v e r y o n e ' s  s a t i s f a c t i o n

S i n c e r e l y ,

C O O K  I N L E T  R E G I O N ,  INC.

K i r k  M c G e e ,
A c t i n g  L a n d  M a n a g e r



T E S T I M O N Y  O N  S E N A T E  B I L L  #159

By J o e  W i l h o u r

L a d i e s  a n d  G e n t l e m e n :

F i r s t ,  I w o u l d  l i k e  to t h a n k  y o u  for y o u r  t i m e  and e f f o r t s  in 
c o n s i d e r a t i o n  o f * o u r  " h e a d a c h e " ;  a n d  s e c ond, I w o u l d  l i k e  to r e q u e s t  
y o u‘;" h a n g  in t h e r e "  —  w e ' r e  i m p r o v e d ,  b u t  n o t  cured.

O n  m y  l o t  7-A, B l o c k  3, A l a s k a  I n d u s t r i a l  S u b d i v i s i o n ,  the p r o p o s e d  
l e a s e  p a y m e n t s  of  B i l l  159 w o u l d  t o t a l  o v e r  t h r e e  m i l l i o n  d o l l a r s .  
T h a t ' s  45 t i m e s  t h e  19 7 5  v a l u a t i o n ,  or  a p p r o x i m a t e l y  600 t i m e s  the 
a p p r a i s e d  v a l u e  w h e n  f i r s t  l e a s e d  i n  1958.

I c o n t e n d  t h a t  t h i s  is n o t  a f a i r  lease. N o t  to me, n o t  to f u t u r e  
l e a s e h c  d e r s ,  and n o t  to t h e  S t a t e  o f  A l a s k a .  It w i l l  not e n c o u r a g e  
d e v e l o p m e n t ;  in a l l  p r o b a b i l i t y  it w i l l  f o r c e  t h e  l e a s e h o l d e r s  to d o  
u n t o  o t h e r s  as t h e  S t a t e  o f  A l a s k a  h a s  d o n e  u n t o  them; i n c r e a s e  our 
t e n a n t s ' r e n t , i n c r e a s e  the p r i c e  o f  o u r  p r o d u c t s  a n d  s e r v i c e s  to  t h e  
e x t e n t  t h e y  a r e  n o t  c o m p e t i t i v e ,  t h e r e b y  f o r c i n g  u s  o u t  of b u s i n e s s  
and to a b a n d o n  o u r  S t a t e  l e a ses. W i t h i n  10 to 15 y e a r s ,  S e c t i o n  16 
c o u l d  e a s i l y  be m i s t a k e n  for a s l u m  area.

I b u i l t  a 1 2 , 5 0 0  fo o t  w a r e h o u s e  for o v e r  $ 2 0 0 , 0 0 0 . 0 0 ,  a n d  h a v e  it 
l e a s e d  t o  M a m m o t h  T r u c k i n g  for 35 c e n t s  p e r  foot, w h i c h  is a f a i r  
m a r k e t  v a l u e  for the l o c a t i o n .  T h i s  is a g r o s s  a n n u a l  i n c o m e  of  
$ 5 2 , 5 0 0 . 0 0 .  W i t h  a n n u a l  e x p e n s e s  as f o l l o w s :

T h i s  p r o d u c e s  a n e t  p r o f i t ,  b e f o r e  t a x e s ,  d e p r e c i a t i o n ,  i n f l a t i o n ,  
v a c a n c i e s ,  etc. of  $ 1 1 , 5 7 3 . 6 3 .  S e n a t e  B i l l  #159 w o u l d  a l l o w  m e  to 
h o l d  t h e  p r o p e r t y  for a p p r o x i m a t e l y  10 ye a r s ,  w h i c h  w o u l d  r e l i e v e  
my  p r e s e n t  s i t u a t i o n  a n d  a l l o w  the l e a s e h o l d e r s  t i m e  to se e k  a d d i t i o n a l  
c o r r e c t i v e  l e g i s l a t i o n ,  b u t  b o t h  m y  i n a b i l i t y  to o b t a i n  b a n k  f i n a n c i n g  
a nd m y  c o m m o n  s e n s e  w o u l d  p r o h i b i t  i m p r o v e m e n t s  o r  f u r t h e r  d e v e l o p m e n t .  
L o o k  at the s t a t i s t i c s :

B a n k  p a y m e n t s  
U t i l i t i e s  
T a x e s ,  I n s u r a n c e  
M a i n t e n a n c e ,  M i s c  
L a n d  L e a s e  
T o t a l :

$ 2 1 , 0 0 0 . 0 0
4 , 2 7 4 . 5 9  
6 , 3 1 1 . 1 4  
5 , 4 0 0 . 6 4  
3 , 9 4 0 . 0 0

$ 4 0 , 9 2 6 . 3 7
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A L A S K A  I N D U S T R I A L  S U D D  [ V I S I O N  L E A S E H O L D E R S  A S S O C I A T I O N

E F F E C T  O r S E N A T E  BILIi #159 O N  MY P R O P E R T Y  L O C A T E D  B L O C K  3, L O T  7%, A L A S K A  
I N D U S T R I A L  S U B D I V I S I O N .  LOT S I Z E  A P P R O X I M A T E L Y  6 4 , COO SO. FT. A P P R A I S E D  

A T  $ 6 5 , 6 4 0 . 0 0  T O  BE R E A P P R A I S E D  1978.

% INC % O R T G  H E W  A P P R A I S E D  L E A S E  A C C U M U L A T E D  COS'

T E R M T E R M V A L U E V A L U E P A Y M E N T S T O  L F A S F E

1 - 1 0 0% 1 00% $ 6 5 , 6 4 0 . 0 0 $ 5 2 , 5 1 2 . 0 0 $ 5 2 , 5 1 2 . 0 0

1 0 - 1 5 50% 150% 9 8 , 4 6 0 . 0 0 3 9 , 3 8 4 . 0 0 9 1 , 8 9 6 . 0 0

1 5 - 2 0 50% 225% 1 4 7 , 6 9 0 . 0 9 5 9 , 0 7 6 . 0 0
s

1 5 0 , 9 7 2 . 0 0

2 0 - 2 5 50% 3 3 7 . 5 % 2 2 1 , 5 3 5 . 0 0 8 8 , 6 1 4 . 0 0 2 3 9 , 5 8 6 . 0 0

2 5 - 3 0 50% 5 0 6 . 2 5 % 3 3 2 , 3 0 2 . 0 0 1 3 2 , 9 2 0 . 8 0 3 7 2 , 5 0 6 . 8 0

3 0 -35 50% 7 5 9 . 3 8 % 4 9 8 , 4 5 4 . 0 0 1 9 9 , 3 8 1 . 6 0 5 7 1 , 8 8 8 . 4 0

3 5 - 4 0 50% 1 , 1 3 9 . 0 7 % 7 4 7 , 6 8 6 . 0 0 2 9 9 . 0 7 4 . 4 0 8 7 0 , 9 6 2 . 8 0

4 0 - 4 5 50% 1 , 7 0 8 . 6 1 % ' 1, 1 2 1 , 5 3 1 . 0 0 4 4 8 , 6 1 2 . 6 4 1,319,575.44.

4 5 - 5 0 50% 2 , 5 6 2 . 9 2 % 1, 6 8 2 , 3 0 1 . 0 0 6 7 2 , 9 2 0 . 2 8 1 , 9 9 2 , 4 9 5 . 7 2

5 0 - 5 5 50% 3 , 8 4 4 . 3 8 % 2, 5 2 3 , 4 5 1 . 0 0 1 ,009, 3 8 0 . 4 0 3 , 0 0 1 , 8 7 6 . 1 2

1. A b o v e  is M I N I M U M

2. R a t o s  a r e  c o m u o u n d e d

3. W h e n  l e a s e  f i n i s h e d ,  Leasee w i l l  h a v e  p a i d  4 5 . 7 3  t i n e s  v a l u e  
( 3 , 0 0 1 , 8 7 6  v 65,640)
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s u p p o r t  a S t a t e  l e a s e  u n d e r  S B # 1 5 9 ?  A n d  w h e r e  and h o w  c o u l d  it b e  
f i n a n c e d ?

R e g a r d l e s s  of the f o r m u l a  u sed, as I sa i d  b e f o r e ,  w h e t h e r  it b e  a 
p e r c e n t a g e  of the r e a p p r a i s e d  v a l u e  e v e r y  f i v e  y e a r s ,  a c o m p a r i s o n  
t o  p r i v a t e  leases, the n u m b e r  of q u i l l s  o n  a p o r c u p i n e  d i v i d e d  b y  
pi, o r  t h e  n u m b e r  o f  m o o s e  in the M a t - S u  V a l l e y  t i m e s  t h e  s q u a r e  
r oot, if the t o t a l  m o n e t a r y  f i g u r e  e x c e e d s  s i x  t i m e s  t h e  a p p r a i s e d  
v a l u e  o f  the land at the t i m e  of  lease, it w i l l  n o t  be a f a i r  r e n t a l  
t h a t  w i l l  e n h a n c e  d e v e l o p m e n t  and be a c c e p t a b l e  to f u t u r e  lea s e e s .

T h i s  is b u t  o n e  e x a m p l e  o f  m a n y ,  so a g a i n  I r e q u e s t  y o u r  c o o p e r a t i o n .  
P u t  y o u r  fe e t  in m y  b o o t s  a n d  w a l k  a m i l e ,  and I'm c o n f i d e n t  w e  c a n  
p a s s  a b e t t e r  law t h a t  w i l l  be  f a i r  to p r e s e n t  l e a s e h o l d e r s ,  m o r e  
d e s i r a b l e  to all f u t u r e  l e a s e h o l d e r s  a n d  n o n - l e a s e h o l d e r s ,  and 
b e n e f i c i a l  to o u r  S t a t e  G o v e r n m e n t  b o t h  now, a n d  in the future.

A G O  885637



I D E  F I R S T  N A T I O N A L  B A N K  O F  R N C H O R R G E

February 22, 1977

Mrs. Kay Poland 

Resource & Finance 

Legislature of Alaska 

Juneau, Alaska

Dear Mrs. Poland:

Tliis concerns our bank's attitude in providing funds for the 

purpose of financing leasehold improvements on land leased from the 

State of Alaska.

Our loans on improved real estate are -joverned by certain 

regulations made by the Comptroller of the Currency, United States 

Treasury Department. Any leasehold, against, which we are lending 

money, must have a firm lease extending at least ten (10) years 

beyond the term of our loan. In calculating the amount of the loan 

against a leasehold, we must project the expenses incident to the 

operation of the property. This Includes lease payments that are 

subject to increases of an unknown amount. We are understandably 

reluctant to make such loans.

Our bank's policy is to loan against leaseholds for a term In 

which we are assured of a reasonable fixed payment. We will not mal.e 

loans when we are not able to accurately forecast the lease paymentc 

during the term of our loan.

i> incerely, 

r

Vice President

DCF/er

AGO 8 8 5 6 3 8
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' T'"''

P a g e  1

T h e  f o l l o w i n g  omnients, o p i r i o n s ,  a n d  r e c o m m e n d a t i o n s  r e g a r d i n g  
S t a t e  land l e a s i n g  a r e  o f f e r e d  to f u r t h e r  a c q u a i n t  y o u  w i t h  the 
bi l l  w e  a r e  s u b m i t t i n g  t h i s  ses s i o n .

I f i r s t  l e a s e d  p r o p e r t y  in S e c t i o n  16 in 1958 in a n  a d v e r t i s e d  • 
c o m p e t i t i v e  b i d  sale. Mr. C h i p p e r f i e l d , T e r r i t o r i a l  D i r e c t o r  of 
L a n d s  at the time, t o l d  t h e  g r o u p  t h a t  w e  w o u l d  p a y  n o  tcixes o n  
the l a n d  b e c a u s e  w e  d i d n ' t  o w n  it. T h i s  is n o t  t r u e  - the c i t y  
of A n c h o r a g e  c a m e  up w i t h  w h a t  t h e y  c a l l  l e a s e - h o l d - i a t e r e s t , and 
we h a v e  p a i d  t a x e s  e v e r y  v c ar. A l s o ,  w e  w e r e  to l d  t h a t  o v e r  t h e  
55 y e a r  p e r i o d  w e  w o u l d  be p a y i n g  m o r e  t h a n  t h e  la n d  c o u l d  sell 
for, b u t  not h a v i n g  to p a y  ta x e s ,  it w o u l d  b e  v e r y  l i t t l e  m o re.
M a n y  of the p r e s e n t  l e a s e h o l d e r s  a c q u i r e d  t h e i r  la n d  at t h e  
o r i g i n a l  sa l e  a n d  w e r e  t o l d  t h a t  t h e  S t a t e  w a n t e d  to d e v e l o p  a 
tax b a se, and d e v e l o p  the land.

I w a s  ip. m y  t h i r t i e s  in 1958, so a 55 y e a r  l e a s e  r e p r e s e n t e d  m y  
life span. E i t h e r  t h r o u g h  s t u p i d i c y  or u n w a r r a n t e d  f a i t h  in the 
i n t e g r i t y  of the S t a t e ,  I h a v e  s p e n t  m o s t  o f  my, and m y  w i f e s ,  
a v a i l a b l e  time a n d  m o n e y  t h a t  w a s  n o t  a b s o l u t e l y  n e c e s s a r y  for a 
g r o w i n g  family, o n  the d e v e l o p m e n t  of  t h e s e  leases. A  lot of th i s  
ti m e  and m o n ^ y  v/as s p e n t  i m p r o v i n g  the la n d  i t s elf; s t r i p p i n g  the 
t r e e s  a n d  top soil, f i l l i n g  a l a r g e  g u l l y  w h i c h  r a n  f r o m  the r o a d  
t h r o u g h  t h e  p r o p e r t y  a n d  a l o n g  the s o u t h  s i d e  and a d d i n g  g r a v e l .
I n o w  l e a s e  t h e s e  i m p r o v e m e n t s  b a c k  fr o m  the State.

U n t i l  r e c e n t l y  the S t a t e  h a s  a d j u s t e d  o u r  r e n t  e v e r y  five y e a r s  
f r o m  a p p r o x i m a t e l y  40 to 100 p e r c e n t ,  w h i c h  is high, b u t  w o r k a b l e .  
N o w  t h a t  the land lias b e e n  d e v e l o p e d  and p u t  to g o o d  use, f o r m i n g  
a tax b a s e  by the i n v e s t m e n t  o f m i l l i o n s  of d o l l a r s ,  a n d  c r e a t i n g  
e m p l o y m e n t  for o v e r  a t h o u s a n d  p e o p l e ,  t h e . S t a t e  has a d j u s t e d  o u r  
rent 850 p e r c e n t  to o v e r  10 0 0  p e r c e n t .

A r e  w e  r e v e r t i n g  bar'' to a feu d a l  s y s t e m ?  O r  S t a t e  L a n d  Bart . 
vs s h a r e c r o p p e r  l e a s e e s ?  O r  a c o n - g a m e ?  O n e  w o n d e r s ,  but w i t h  
lease p a y m e n t s  so h i g h  .it's the e q u i v a l e n t  of the S t a t e  c o n d e m n i n g  
the land! T h r o u g h  t h e i r  r e a p p r a i s a l ,  the S t a t e  has, in e f f e c t ,  
c o n d e m n e d  the leases.

U n d e r  the c u r r e n t  p o l i c y  the S t a t e  has t u r n e d  a 55 y e a r  l e a s e  into 
a 5 y e a r  lease. T h i s  y e a r  t h e r e  h a s  b e e n  le s s  d e v e l o p m e n t  in 
S e c t i o n  16 than in any o t h e r  p a r t  o f  town. It is i m p o s s i b l e  for 
the l e a s e h o l d e r s  to g e t  f i n a n c i n g ,  w h i c h  has s t o p p e d  d e v e l o p m e n t .
See p a p e r  fr o m  the F i r s t  N a t i o n a l  B a n k  o f  A n c h o r a q e  a t t a c h e d .  O n e  
q u e s t i o n s  w h e t h e r  it is a d v i s a b l e  to r e p a i r  a l e a k y  roof.

My p o s i t i o n  is i m p o s s i b l e .  My a n n u a l  r e n t  i n c r e a s e d  f r o m  $ 3 , 9 4 0 . 0 0  
to $ 5 2 , 8 0 0 . 0 0 .  I c a n n o t  i n c r e a s e  m y  i n v e s t m e n t  b e c a u s e  t h e  
f i n a n c i n g  has been m a d e  i m p o s s i b l e .  I c a n n o t  r a i s e  m y  t e n a n t s  
rent and c o m p e t e  w i t h  f o e - s i m p l e  land re n t s .  T o  r a i s e  m y  r ents 
a c c o r d i n g l y  w i l l  o n l y  c r e a t e  v a c a n c i e s  and u n d e r m i n e  m v  c h a n c e s  of 
m a k i n g  l e a s e  p a y m e n t s  i^ a n d  w h e n  the S t a t e  d o e s  co m e  up w i t h  a 
f a i r  rental. A n d  I c a n n o t  a f f o r d  to j u s t  w a l k  a w a v  f r o m  m y  20 y e a r s  
i n v e s t m e n t  of t i m e  and m o n e y ,  w i t h  o n l y  p a r t  of the m o n e y  r e p a i d  to
the bank • n

\

AGO 8 8 5 6 3 9



At the 1975 r a t e  of $ 3 9 4 0 . 0 0  per year, I w o u l d  p a y  the S t a t e ,  for 
m y  less than 2 a c r e s ,  a l e a s e  r e n t a l  for m y  r e m a i n i n g  37 years, 
$ 1 4 5 , 7 8 0 . 0 0  - n e a r l y  15 t i m e s  the o r i g i n a l  a p p r a i s e d  v a l u e ,  pl u s  
w h a t ' s  a* ’ ’ “ as t  18 ye a r s .

A t  t h e  c u r r e n t  r a t e  of $ 3 2 , 8 0 0 . 0 0  p e r  y e ar, a n d  w i t h  no a d d i t i o n a l  
r e a p p r a i s a l s  b u t  p r e c a r i o u s l y  a s s u m i n g  I c o u l d  h o l d  o n t o  the p r o p e r t y ,  
I w o u l d  pay the S t a t e  for m y  less t h a n  2 ac r e s ,  a l e a s e  r e n t a l  for 
m y  r e m a i n i n g  37 y e a r s ,  $ 1 , 2 1 3 , 6 0 0 . 0 0 ,  p l u s  w h a t ' s  a l r e a d y  b e e n  p a i d  
the p a s t  18 years.

If the S t a t e  r a i s e s  my  r e n t  the s a m e  850 p e r c e n t  e v e r y  5 y e a r s ,  I 
w o u l d  pay the S t a t e  a l e a s e  r e n t a l  for m y  less t h a n  2 a c r e s ,  for 
m y  r e m a i n i n g  37 y e a r s ,  $ 2 7 2 , 1 5 1 , 0 9 0 , 4 6 4 . 0 0 ,  p l u s  w h a t ' s  a l r e a d y  

b e e n  p a i d  the p a s t  18 y e a r s .  F a n t a s t i c !  •*

I b u i l t  a 1 2 , 5 0 0  fo o t  w a r e h o u s e  for o v e r  $ 2 0 0 , 0 0 0 . 0 0 ,  a n d  h a v e  it 
l e a s e d  to M a m m o t h  T r u c k i n g  f o r  35 c e n t s  p e r  ft. w h i c h  is a fa i r  
m a r k e t  v a l u e  for the l o c a t i o n .  T h i s  is a g r o s s  a n n u a l  i n c o m e  of 
$ 5 2 , 5 0 0 . 0 0 .  W i t h  e x p e n s e s  as fo l l o w s :  (annually)

T h i s  p r o d u c e s  a net p r o f i t ,  b e f o r e  taxes, d e p r e c i a t i o n ,  i n f l a t i o n ,  
etc. of $ 1 1 , 5 7 3 . 6 3 .  W i t h  t h e  la n d  l e a s e  r a i s e d  to $ 3 2 , 8 0 0 . 0 0 ,  a n  
i n c r e a s e  of $ 2 8 , 8 6 0 . 0 0 ,  it w i l l  s h o w  a l o s s  of $ 1 7 , 2 8 6 . 3 7 .  It 
a p p e a r s  the S t a t e  not o n l v  w a n t s  t h e i r  l a n d  b ack, b u t  a l s o  m y  
w a r e h o u s e !  W h o  pa y s  the b a n k ?  W h a t  a m o u n t  w o u l d  I h a v e  to i n v e s t  
t o  m a k e  it s u p p o r t  a S t a t e  l e a s e ?  Few, if any of  us, w o u l d  not 
g i v e  u p  o u r  l e a s e s  if w e  c o u l d  r e c o v e r  o u r  i n v e s t m e n t s .

In c o m p a r i s o n  to the F i s h i n g  land leases, the l e a s e  for s e t - n e t  
f i s h i n g ,  not to e x c e e d  10 y e a r s ,  q u o t e ,  "The D i r e c t o r  s h a l l  e s t a b l i s h  
a r e a s o n a b ] e  r e n t a l  for the lease, e q u a l  to t h e  A d m i n i s t r a t i o n  c o s t s  
i n v o l v e d  In' p r o c e s s i n g  the l e a s e h o l d  a p p l i c a t i o n . "  T h e s e  l e a s e s ,  
h o w e v e r ,  m a y  p r o d u c e  l a r g e  p r o f i t s  for the l e a s e e  w i t h  sma l l ,  
c o m p a r a b l e  i n v e s t m e n t ,  and c o s t  less t h a n  $ 5 0 . 0 0  a year.

In c o m p a r i s o n  of i n d i v i d u a l  t r a c t s  o f  land, B o b  P e n n e y  and the 
T e a m s t e r s  U n i o n  are l e a s i n g  l a r g e r  t r a c t s ,  of g r e a t e r  v a l u e ,  for 
p e n n i e s  w h e r e  m a n y  are p a y i n g  d o l l a r s .  Mr. P e n n e y  a v e r a g e s  a b o u t  
$ 7 5 0 . 0 0  per acre. T h e  T e a m s t e r s  U n i o n  a v e r a g e s  a b o u t  $ 3 , 5 0 0 . 0 0  
per a c r e  - w i t h  no r e a p p r a i s a l .  M y  l e a s e  a v e r a g e s  o v e r  $ 1 9 , 0 0 0 . 0 0  
p e r  acre. If I, a n d  m y  b a n k e r ,  h a d  c h o s e n  to be d i s h o n e s t  w e  c o u l d  
h a v e  a r r a n g e d  a s i m i l i a r  s i t u a t i o n ,  b u t  t h a t  is not j u s t i f i c a t i o n  
for b i a s  on the S t a t e s  b e h a l f .

In c o m p a r i s o n  to h o u s i n g ,  t h e  S t a t e  h a s  p a s s e d  a l a w  of  re n t  c o n t r o l  
w h e r e b y  the l e a s o r  m u s t  j u s t i f y  a n y  h o u s i n g  re n t  i n c r e a s e .  No l a w  
e x i s t s  for S t a t e  l e a s e h o l d e r s  a n d  r e n t s  m a y  be u n j u s t l y  raised. N o  
law s t a t e s  w e  c a n n o t  j u s t  p a s s  t h i s  i n c r e a s e  o n  to o u r  t e n a n t s ,  b u t  
t h e r e  is no w a y  wo c o u l d  s t i l l  c o m p e t e  w i t h  f e e - s i m p l e  land r e n t s  
so we  w i l l  o n l y  c r e a t e  v a c a n t  land a n d  b u i l d i n g s’.''̂ B e c a u s e r h o w e v e r ,

B a n k  p a y m e n t s  
U t i l i t i e s  
T a x e s ,  I n s u r a n c e  
M a i n t e n a n c e ,  Misc. 
L a n d  L e a s e  
T o t a l

$ 2 1 , 0 0 0 . 0 0
4 , 2 7 4 . 5 9
6 , 3 1 1 . 1 4
5 , 4 0 0 . 6 4
3 , 9 4 0 . 0 0

$ 4 0 , 9 2 6 . 3 7
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a d d i t i o n a l  e x p e n s e s  m u s t  bo c o m m e n s u r a t e  w i t h  a d d i t i o n a l  i n c o m e  
if w e  are t o  s u r v i v e  f i n a n c i a l l y ,  a l a r g e  m e a s u r e ,  o r  all, o f  
s u c h  a d d i t i o n a l  e x p e n s e  m u s t  be p a s s e d  o n  to o u r  t e n a n t s ,  or 
a d d e d  to t h e  c o s t  of o u r  p r o d u c t  o r  s e r v i c e s .  T h e  S t a t e  s h o u l d  
n o t  b e  the l e a d e r  i n c r e a s i n g  s u c h  i n f l a t i o n ,  b u t  s h o u l d  t a k e  e v e r y  
a c t i o n  p o s s i b l e  to ho l d  it d o w n .

i • I* * *

In c o m p a r i s o n  to o t h e r  la n d  l e a s e  p o l i c i e s ,  the M a t - S u  B o r o u g h  
p a m p h l e t  o f  J u n e  26th s t a t e s  t h e  l e a s e  a m o u n t  is n o t  s u b j e c t  to ' 
r e a p p r a i s a l .  T h e  h i g h e s t  b i d  e s t a b l i s h e s  the a n n u a l  r e n t a l  f o r  ’ ’ 
t h e  55 y e a r  t e r m  o f  the lease. W i t h  t h e  c a p i t a l  m o v e  to Willow,, 
h o w  w i l l  t h e  S t a t e  l e ase la n d  in t h e  W i l l o w  a r e a ?  «•

S o m e  p o s s i b l e  r e c o m e n d a t i o n s : , .
\ 1 •' •

1. l e v e l  p a y m e n t s ,  s i m i l a r  to  the r e c e n t  M a t - S u  B o r o u g h  a u c t i o n ,  ' ’’ 
n o t  c h a n g e d  e v e r y  t i m e  t h e  a d m i n i s t r a t i o n  is c h a n g e d .  E l i m i n a t e  
the S t a t e  " o p e n - e n d "  p o l i c y .  A  s t a b l e  l e a s e  e n a b l e s  t h e  l e a s e e  
to p l a n  a h e a d  a n d  t h i s  r i d i c u l o u s  p r e d i c a m e n t  w o n ' t  h a p p e n  
a g a i n  in t h e  future.

2. S o m e  a r r a n g e m e n t  s h o u l d  be  m a d e  w h e r e b y  a l e a s e  is b a n k a b l e .
A  long t e r m  l ease s h o u l d  L c o m p a r a b l e  and c o m p e t i t i v e  in 
p r i c e  at time of lease, w i t n  f e e - s i m p l e  sales.

3. T a x e s ,  if any, o n  the l a n d  i t s e l f ,  s h o u l d  be  at a p e r c e n t a g e  
rate, o n  all s t a t e - o w n e d  l e a s e  land.

4. C o n s i d e r a t i o n  and l o w e r i n g  l e a s e  r a t e  s c a l e  for v a l u e  of 
i m p r o v e m e n t s  m a de, d u e  to a d d i t i o n a l  t a x e s  i n c u r r e d  and as 
i n c e n t i v e  to d e v e l o p  i n d u s t r y ,  and p r o t e c t  h u m a n  rights.

5. S o m e  m e t h o d  to r e n e w  a l e a s e  15 to 20 y e a r s  p r i o r  to its 
c u r r e n t  e x p i r a t i o n  d ate, in o r d e r  to s e c u r e  f i n a n c i n g  a n d  
c o n t i n u e  to d e v e l o p  the p r o p e r t y .  "

6. M a x i m u m  r e t u r n  for S t a t e  l e a s e d  l a n d  s h o u l d  be a fair r e n t a l  
e n c o u r a g i n g  l e a s i n g  a n d  d e v e l o p m e n t  of a d d i t i o n a l  S t a t e  land, 
and not e x o r b i t a n t  r e t u r n s  and the e v e n t u a l  f o r c e d  v o i d a n c e  
o f  the a p p r o x i m a t e l y  o n e  p e r c e n t  o f  s t a t e  land n o w  leased.
F o r c e d  v o i d a n c e  of the p r e s e n t  l a n d  l e a ses, and c o n t i n u a n c e  
of the e x i s t i n g  p o l i c y  so no  o n e  w i l l  be d u m b  e n o u g h  to l e a s e  
a d d i t i o n a l  lands,, w i l l  s u r e l y  not b e n e f i t  the State, a n d  just 
as s u r e l y  w i l l  not b e n e f i t  h e r  r e s i d e n t s .

7. S o m e  f o r m u l a  g i v i n g  r e t r o a c t i v e  c r e d i t  for m o n e y  a l r e a d y  p a i d  
i n t o  the land lease and c r e d i t  for d e v e l o p m e n t  a n d  i n v e s t m e n t s  
a l r e a d y  m a de. A lso, a f a i r  a p p e a l  p r o c e s s  - f a i r  to b o t h  the 
S t a t e  and t h e  leasee.

8. T h e  p r e s e n t  b l a n k e t  e a s e m e n t  s h o u l d  be e l i m i n a t e d  f r o m  the . j
l e a s e s  not o n l y  b e c a u s e  it is not b a n k a b l e ,  but a l s o  b e c a u s e ,  
if e x e r c i s e d ,  it w o u l d  t a k e  all v a l u e  o u t  of  the ''easehold 
i n t e r e s t ,  and c o u l d  r u i n  the l e a s e e  b u s i n e s s  w i t h o u t  a n y  c o m­
p e n s a t i o n  .

9. A p u b l i c  h e a r i n g  w o u l d  be  i n f o r m a t i v e  and a d v i s a b l e .  I w o u l d  
r e c o m m e n d  s u c h  p u b l i c  h e a r i n g  be h e l d  in the A n c h o r a g e  a r e a  
w h e r e  the m a j o r i t y  o f  l e a s e  h o l d e r s  c a n  attend.

As I sec it, the r e c o m m e n d a t i o n s  s h o u l d  r e s u l t  in a l e a s e  p o l i c y  
that m a k e  l e a s e s  d e s i r a b l e  to y o u  as i n d i v i d u a l s ,  a n d  all r e s i d e n t s  
o f  the State. T h e y  s h o u l d n ' t  c h a n g e  e v e r y  5 years. T h e y  s h o u l d  be 
b a n k a b l e  and h a v e  a v a l u e ,  e s p e c i a l l y  .after p a y m e n t s  ha v e  b e e n  m a d e  
for s o m e  20 y e a r s  o r  more. T h e y  s h o u l d ,  as the C o n s t i t u t i o n  s t a t e s ,  ^  
" e n h a n c e  d e v e l o p m e n t " .  T h e  S t a t e  w i l l  g e t  t h e i r  m a x i m u m  r e t u r n  b y  <■



t a x i n g  t h e  d e v e l o p m e n t  and its i n c o m e ,  and b y  b e i n g  a b l e  to 
l e a s e  t h e i r  m i l l i o n s  o f  s u r p l u s  lands. R e a p p r a i s a l  a n d  any 
a d j u s t m e n t  o f  i n c r e a s e d  v a l u e s  d u e  to i n f l a t i o n  s h o u l d  c o m e  at 
the e n d  o f  the lease p e r i o d .  If th i s  c a n ' t  b e  d one, the l a n d  
s h o u l d  b e  sold, a l l o w i n g  c r e d i t s  for t h o s e  w h o  h a v e  for a long 
t i m e  p a i d  lease rents, p a i d  to i m p r o v e  t h e  land i t s e l f ,  a n d  p a i d  
t o  d e v e l o p  the p r o p e r t y  i n t o  t a x a b l e  use.

T h e  S t a t e  g e t s  t h r e e  s h o t s  at its l e a s e h o l d e r s ;  (a) land l e a s e  
r e n t a l  p a y m e n t s ,  (b) t a x e s  o n  i m p r o v e m e n t s  a n d  (c) i n c o m e  tax.
B y  t a k i n g  an u n f a i r  a d v a n t a g e  o f  t h e  l e a s e  r e n t a l  p a y m e n t s ,  the 
S t a t e  w i l l ,  or  p c s s i b l y  h a s  a l r e a d y ,  e l i m i n a t e d  all three.

O n  T h u r s d a y  m o r n i n g ,  Dec. 16th, I a t t e n d e d  t h e  G o v e r n o r s  A d v i s o r y  
C o m m i t t e e  m e e t i n g  w h e r e  t w o  r e p r e s e n t a t i v e s  of F.H.A. t e s t i f i e d  
t h a t  t h e  a p p r a i s a l  c l a u s e  a n d  o t h e r  p a r t s  of the S t a t e  l e a s e s  
w o u l d  n o t  be a c c e p t a b l e  for F . H . A .  c o m m e r c i a l  or  e e s i d e n t i a l  loans.

Mr. P a u l  T r o c h ,  (344-4665) a c o n s t i t u t i o n a l  l a w y e r  and t e a c h i n g  
p r o f e s s o r  t e s t i f i e d  he has c l i e n t s  w h o  are g o i n g  to b r i n g  s u i t  if 
t h a t  is the o n l y  w a y  t o  g e t  the S t a t e  to c o m p l y  w i t h  the r e g u l a t i o n s  
p r o v i d e d  in its c h a r t e r ,  w h i c h  r e a d s  the S t a t e  m u s t  p r o v i d e  a w a y  
to d i s t r i b u t e  its l a n d s  to the p u b l i c  for d e v e l o p m e n t .

T h u r s d a y  a f t e r n o o n  I s a w  Mr. R i c h a r d  U l l r i c h ,  L o a n  E x a m i n e r  of the 
S t a t e  V e t e r a n s  A f f a i r s .  A f t e r  e x p l a i n i n g  the t e r m s  o f  o u r  S t a t e  
l e a s e s ,  he said the S t a t e  V e t e r a n s  w o u l d  not, o r  c o u l d  not, m a k e  
a loan u n d e r  the t e rms of o u r  l e a s e s .  E s p e c i a l l y  the r e a p p r a i s a l  
c l a u s e  w h i c h  the S t a t e  D i v i s i o n  of L a n d s  c l a i m s  is a fair r e n tal.

A lso, T h u r s d a y ,  I v i s i t e d  the A l a s k a  S t a t e  B  h k  w h e r e  I c o u l d n ' t  
h e l p  b u t  n o t i c e  the p i c t u r e s  of A n c h o r a g e ,  t a k e n  a b o u t  1915, on the 
walls. A n d  c o m p a r e  the A n c h o r a g e  of t o d a y  t h r o u g h  the w i n d o w s .
I w o n d e r e d  w h a t  A n c h o r a g e  w o u l d  look like n o w  if the T e r r i t o r y ,  or 
F e d e r a l  G o v e r n m e n t ,  had u s e d  the p r e s e n t  s t a t e  land p o l i c y  to d e v e l o p  
the area.

T h e r e  is no w a y  the l e a s e h o l d e r s  c a n  u n r e a s o n a b l y  i n c r e a s e  the p r i c e  
of t h e i r  r e ntals, p r o d u c t s ,  or s e r v i c e s ,  e v e r y  five y e a r s  to m e e t  
the i n c r e a s e d  r e n t a l s  w h i c h  the S t a t e  D i v i s i o n  of L a n d s  c l a i m s  are fa 
L o c a l  c o m o e t i t i o n  in the to w n  a n d  the St a t e ,  as w e l l  as S t a t e  and 
F e d e r a l  r e g u l a t i o n s ,  s u c h  as the t r u c k i n g  i n d u s t r y  w h o  m u s t  a b i d e  
by ICC r e g u l a t i o n s ,  e l i m i n a t e  the p o s s i b i l i t y .  O t h e r  b u s i n e s s e s  in 
town, g r o c e r y  s t o res, d e p a r t m e n t  s t o r e s ,  banks, etc. d o  not r a i s e  
the p r i c e  of t h e i r  p r o d u c t s  and s e r v i c e s  b e c a u s e  of the a p p r e c i a t i o n  
of the land t h e i r  b u s i n e s s e s  a r e  o c c u p y i n g .  T h e y  m u s t  c o m p e t e  too.

It w o u l d  s e e m  the S t a t e  is in the sa m e  p o s i t i o n  w i t h  t h e i r  e x c e s s  
l a n d s  as the b a n k s  a r e  w i t h  t h e i r  m o n e y .  B o t h  n n e d  p e o p l e  to m a n a g e  
it. T h e  banks, t h a n k s  to c o m p t l t i o n  and r e g u l a t i o n s ,  do not c h a n g e  
t h e i r  i n t e r e s t  r a t e s  e v e r y  five y e a r s  o n  c o m m i t t e d  loans. T h e  S t a t e  
s h o u l d  he forced by l a w  to a d o p t  t h e  s a m e  p o l i c y  and not be a l l o w e d  
to Lake a d v a n t a g e  of t h e i r  m o n o p l y  of S t a t e  land, or the few d u m b  
t e n a n t s  t h e y  ha v e  t r a p p e d .

I t h i n k  that six p e r c e n t  a n n u a l  rental' of the o r i g i n a l  a p p r a i s e d
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v a l u e  of the la n d  for 55 y e a r s  w o u l d  b e  a fa i r  r e n t a l  w h i c h  w o u l d  
e n h a n c e  d e v e l o p m e n t .  T h i s  w o u l d  n e t  the S t a t e  o v e r  t h r e e  h u n d r e d  
p e r c e n t  m o r e  i n c o n e  than c o u l d  be d e r i v e d  f r o m  the s a l e  of the 
l a n d s ,  p l u s  c o n s i d e r a b l e  s a v i n g s  in S t a t e  a d m i n i s t r a t i o n  and 
l i t i g a t i o n  cos t s ,  p l u s  the r e t u r n  o f  the land to l e a s e  a g a i n  o r  
r e - e v a l u a t i o n  o f  the l e a s e s  at t h e i r  e x p i r a t i o n ,  w h i c h  w o u l d  be 
a c c e p t a b l e  to the c i t i z e n s  of t h e  State, be th e y  p r e s e n t  or 
p r o s p e c t i v e  l e a s e h o l d e r s ,  or n o n - l e a s e h o l d e r s  w h o  n o n e - t h e - l e s s  
d e r i v e  b e n e f i t s  f r o m  the m o n e y  c o l l e c t e d .

R e g a r d l e s s  of  t h e  f o r m u l a  u s e d  - w h e t h e r  it b e  a p e r c e n t a g e  o f  t h e  f 
r e a p p r a i s e d  v a l u e  e v e r y  fi v e  y e a r s ,  a c o m p a r i s o n  to p r i v a t e  l e a s e s ,  
t h e  n u m b e r  of q u i l l s  on  a p o r c u p i n e  d i v i d e d  b y  pi, or t h e  n u m b e r  of  . 
m o o s e  in the M a t - S u  V a l l e y  t i m e s  t h e  s q u a r e  rcot, if t h e  t o t a l  
m o n e t a r y  f i g u r e  e x c e e d s  300 p e r c e n t  of the a p p r a i s e d  v a l u e  o f  the 
l a n d  at t h e  t i m e  of lease, it w i l l  not be a fair r e n t a l  th a t  w i l l  
e n h a n c e  d e v e l o p m e n t  and be a c c e p t a b l e  to f u t u r e  lea s e e s .  .

T h e  p r o b l e m  as I see it, is n o t  the few l e a s e e s  w h o  n o w  h o l d  S t a t e  
leases. T h e y  a r e  i n s i g n i f i c a n t .  It is r e s t o r i n g  the c r e d i b i l i t y  
of t h e  S t a t e  as a m o n o p o l i s t i c  l a n d l o r d ,  a n d  c r e a t i n g  a w o r k a b l e  
p o l i c y  of d e v e l o p i n g  a n d  u t i l i z i n g  a p o r t i o n  of A l a s k a s  m i l l i o n s  
o f  a c r e s  o f  land, w h e t h e r  by  l e a s i n g  or  s elling. T h e  p e o p l e  of 
this S t a t e  c a n n o t  a f f o r d ,  and w i l l  not a l l o w  this, or a n y  o t h e r  
a d m i n i s t r a t i o n ,  to lo c k  up t h e i r  100 m i l l i o n  a c r e s  of la n d  in a 
n o n - p r o d u c t i v e  p o l i c y .  A p e r c e n t a g e  of it m u s t  be m a d e  p r o d u c t i v e  
to s u p p o r t  the p a r k s ,  a n i m a l  h a b i t a t s ,  s c e n i c  lands, w i l d  rivers, 
a n d  so forth.

S e n a t o r  S t e v e n s  n e w s l e t t e r  is a t t a c h e d ,  i n f o r m i n g  us o f  an a m e n d m e n t  
s i g n e d  b y  P r e s i d e n t  F o r d  w i t h  r e g a r d  to F e d e r a l  l e a s i n g  in Alaska.
T h e  law will a l l o w  i n d i v i d u a l s  to g a i n  a r i g h t  to and an i n t e r e s t  
in f e d e r a l  l ands by a c t i v e l y  w o r k i n g  to d e v e l o p  and u s e  t h e  land 
p r o d u c t i v e l y .  I i n t e n d  to f i n d  o u t  w h a t  t h e i r  l e a s e  p o l i c y  is.

A d d r e s s i n g  the 30 d a y  d e f a u l t  c l a u s e  o f  the lease; I, and o t h e r  
l e a s e h o l d e r s  ha v e  p a i d  o u r  l e a s e  r e n t a l s  for a b o u t  20 y e a r s  and h a v e  
i n v e s t e d  m i l l i o n s  of d o l l a r s  in i m p r o v e m e n t s  and ha v e  b o r r o w e d  l a r g e  
s u m s  from b a n k s  for d e v e l o p m e n t  of o u r  leases. S u r e l y  o u r  c r e d i t  ... 
has b e e n  e s t a b l i s h e d  b e y o n d  t h i r t y  days! T h e r e  a r e  m a n y  j u s t i f i e d  
o c c a s i o n s  for not b e i n g  a b l e  to m e e t  this 30 d a y  d e f a u l t  c l a u s e  in 
a 55 y e a r  lease. De a t h ,  m e n t a l  o r  p h y s i c a l  h e a l t h  d i f f i c u l t i e s ,  
t e m p o r a r y  m e m o r y  loss, t e m p o r a r y  or p e r m a n e n t  f i n a n c i a l  a b i l i t y ,  
lack of c o m m u n i c a t i o n ,  o r  the S t a t e s  u n f a i r  i n t e r p r e t a t i o n  of the 
f a i r  r e n t a l  v a l u e ,  to na m e  a few. I w o u l d  r e c o m m e n d  t h a t  the 30 d a y  
d e f a u l t  he c h a n g e d  to the s a m e  r u l e s  the b a n k s  or the p u b l i c  c o m p l y  
with. F o r e c l o s u r e  t h r o u g h  l egal p r o c e d u r e s ,  t h e n  sa l e  of the l e a s e  
and i m p r o v e m e n t s  w i t h  the b a l a n c e  of the m o n e y  d e r i v e d  f r o m  such 
sa l e s ,  m i n u s  s t a t e  e x p e n s e s ,  r e v e r t i n g  to the leasee.

W i t h  r e g a r d  to the a d j u s t m e n t  of rents, the S t a t e  m e t h o d  t h i s  time 
w a s  an A p r i l  I n o t i c e  of f u t u r e  r e - a p p r a i s a l  and a r e t r o a c t i v e  b i l l  
d a t e d  J u n e  7th, th a t  I o w e d  $ 1 5 , 4 0 3 . 0 0  by  A u g u s t  1st. T h i s  not o n l y  
m a d e  it i m p r o b a b l e  that the l e a s e e  c o u l d  c o m p l y ,  but a l s o  l o c k e d  the 
S t a t e  i n t o  a f i g u r e  they w i l l  not e a s i l y  rpcind. ,1 t h i n k  t h e  S t a t e  
w o u l d  be m o r e  j u s t i f i e d  il: t h e y  g a v e  six m o n t h s  rfotice and e x p l a i n e d  
w h y ,  and the m e t h o d  used, to i n c r e a s e  r e n t a l s ,  and a c c e p t e d  input,
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and in g e n e r a l  c o n s i d e r e d  t h e i r  l e a s e e s  a b i l i t y  to  c o m p l y .  M a n y  
y e a r s  a g o  I a n t i c i p a t e d  s o m e  d i f f i c u l i t y  in  m e e t i n g  m y  o b l i g a t i o n s  
to t h e  bank, and c o n s u l t e d  t h e m  o n  this. I w a s  t o l d  n o t  to worry# 
if n e c e s s a r y  I c o u l d  m a k e  i n t e r e s t  p a y m e n t s  o n l y  f o r  a p e r i o d  of 
timo, or m a k e  l e s s e r  p a y m e n t s  o v e r  an e x t e n d e d  p e r i o d  o f  time. 
F o r t u n a t e l y  I d i d  not h a v e  to do  e i t h e r .  But I feel b o t h  the l e a s e­
ho l d e r  a n d  the S t a t e  w o u l d  b e n e f i t  f r o m  a n e g o t i a t i o n  c l a u s e ,  
s i m i l a r  in p r i n c i p a l ,  w r i t t e n  i n t o  e a c h  lease. T h e  land p o l i c y  
of t h e  St a t e ,  if not c h a n g e d  or  a l t e r e d ,  h a s  b e e n  a n d  w i l l  be, 
m o r e  d e v a s t a t i n g  to the S t a t e  and its p r e s e n t  l e a s e e s  th a n  the 
1964 e a r t h q u a k e .  H i g h  p r i c e s  a r e  c a u s e d  b y  the s c a r c i t y  of land, 

w h i c h  is c a u s e d  by t h e  State.

In c l o s i n g ,  I w o u l d  like to s t a t e  t h a t  I h a v e  b e e n  a n  A l a s k a n  
s i n c e  1941 w i t h  c o n t i n u a l  r e s i d e n c e  e x c e p t  for m y  y e a r s  in s e r v i c e  
f r o m  1943 to 1946. T h e  last 20 y e a r s  I ' v e  w o r k e d  to  i m p r o v e  th i s  
l e a s e d  land a n d  n o w  h a v e  s e v e r a l  s u b s t a n t i a l  b u i l d i n g s ,  tho I o w e  
the b a n k  o v e r  $ 4 0 0 , 0 0 0 . 0 0  in p e r s o n a l  g u a r a n t e e d  loans. I've 
w o r k e d  hard. I' v e  p r o v i d e d  for i n c r e a s e s  s u c h  as i n f l a t i o n  and 
t a x e s ,  but w h o  of us c a n  a f f o r d  850 p e r c e n t  i n c r e a s e s ?  We w h o  
h a v e  p a i d  m a n y  t i m e s  the d r i g i n a l  v a l u e ,  h e l d  it, and i m p r o v e d  it, 
s h o u l d  be e n t i t l e d  to j u s t i c e .  It s e e m s  i m p o s s i b l e  t h a t  20 y e a r s  
of  w o r k  and i n v e s t m e n t  can be w i p e d  o u t  w i t h  o n e  s t r o k e  of a pen - 
in t h i s  c o u n t r y !  P a r t i c u l a r l y  so, w h e n  it d o e s  n o t  a p p e a r  b e n e f i c i a l  
to t h e  S t a t e  g o v e r n m e n t ,  or  her r e s i d e n t  A l a s k a n s .

A s k  y o u r s e l f  if the p r e s e n t  land r e n t a l  is f a i r  a n d  w i l l  e n h a n c e  
d e v e l o p m e n t .  If the a n s w e r  is ves, I am  q u i t e  s u r e  all le a s e s  in 
S e c t i o n  16 are a v a i l a b l e  for a "st e a l " .  If the a n s w e r  is no, w i l l  
y o u  h e l p  us c h a n g e  it?

T h a n k  you.

J o e  W i l h o u r  
Box 740
Was ilia, Al a s k a  99687 
P h o n e  3 7 6 - 5 6 0 1
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Mr; Joe Wilhour 
Anchorage, Alaska

*>W\ V.» f

m i ?
> i* : 7 v*T,i 
« * <•* .*»*.•

Dear Mr. Wilhour

We have reviewed your informal request to consider financing a new building . ; 
on Commercial Row, the loan to be secured by an assignment of the State land' 
lease and the building placed on the lease . . , ■ . '1‘

At this time it is Impossible for u b  to give you a commitment for' construction^  ^
until we can confirm what the future rental on the building will be. • We h av e -.f j^ i. 
reviewed the other financing that we have done for you on your property and'^!• y*>T- 
find that the quarterly rent has been raised from $996,00 to $8 ,200.00, an 
increase of 850%. A further review of the lease indicates that every five years,1 
It can be similarly raised. ;,•>*;y • . . . • '  .

., i* ’• h •••■« m m

Under these circum stances, it is  impossible for us to guess what the future
■ » * * 11 i* *

land rentals will b e , and therefore, unless you are able to secure a lease of <v 
an equal term to the mortgage wherein the tenant agrees to pay the increased, 
land rental. It will'bo imposniblo, for us to advance the credit requested, v. V

CUDDY
President

DHC:mh
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5  + / \ /  T IOM AL P A R K  -- Claudia Louis, 
^  V  .  a member o f the Washington,
Z / / & t s C  jrtaff, presents the cere­

monia l pen used by President
Ford to sign S. 98 , the K lond ike
Park bill, into law to Mayor John 
Edwards (right) o f  Skagway and 
Ward A, Hisman ( le ft ) ,  Superin- 

“* tendent o f  th° White Pass &
Yukon  R ou f Raiiway.

bill which will a l low 
continue to use public kinds to 
build homes, hums, o r trade or 
manufacturing concerns, under 
provisions added to the bill in 
the Senate by Senator Stevens.

The amendment a llows the 
Secretary o f  the Interior to  grant 
long term leases fo r habitation, 
cu ltivation, trade or m anu fac tu r­
ing on  the lands.

The Nationa l Resource 
Lands Management Act, S. 507 , 
also known as the BLM Organic 
Act, repeals homesteading in 10 
years and this amendment was 
needed to enable individuals to 
continue to use and develop pub­
lic lands, despite the repeal o f  
homesteading laws.

The au thority  o l  the new 
law • designed to provide fo r  the 
management, p ro tection and d e ­
velopment o f public domain lands 
not committed to o the r uses -  
extends to the unreserved federal 
land in Alaska remaining a fte r 
Alaska Native Claims Settlement 
Act and Statehood Act w ith ­
drawals are made. __

'  It was pointed ou t that the 
passage o f  this law with this 
amendment will provide some 
type o f  incentive fo r  people to 
come in and carve a livelihood 
out o f  the wilderness. The law 
will a llow individuals to gain a J 
right to and an interest in federal I 
lands by actively work ing to do- J 
velop and use the land p roduc - } 
tively.

The leases could be used to 
build new communities, farms, 
small sawmills and small manu­
facturing plants needed in iso­
lated rural areas.

S e n s  isiw
A bill which could mean 

substantia lly increased federal 
funding for Alaska from  p ro ­
grams based on popu lation has 
been signed into lew by President 
Ford .

The bill, cosponsored by 
Senator Stevens, authorizes a na­
tional census and Ju ly  1, 1975 , 
Alaska's popu lation increased by 
16 .3  percent. An o ff ic ia l census 
every five years would a l low  
this rapid cnanye to be reflected 
in federal funding and programs,

The Office o f  Management 
and Budget estimates that about 
$ 3 9  b i l l ion in federal funds are 
distributed every year to the 
states according to formu las 
based on population.

n  . . . . UJ to A. A . f v ■ ^  p o l i c y '  I S  j*
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IN S U P P O R T  O F  T H E  L E A S E H O L D E R S  B I L L

In s u p p o r t  o f  t h e  6% a n n u a l  r e n t a l  rate, I w o u l d  l i k e  to r e q u e s t  you 
r e - r e a d  t h e  H e a r i n g  P a n e l  P r o p o s e d  D e c i s i o n  a n d  R e c o m m e n d a t i o n ? , pa g e  
12, 114, w h i c h  q u i t e  c l e a r l y  d e f i n e s  o u r  p o s i t i o n .

T h e  t o t a l  l e a s e  r e n t a l  for t h e  55 y e a r  p e r i o d  p r o p o s e d  in o u r  b i l l  
w o u l d  a m o u n t  to $ 3 7 9 , 4 1 1 . 0 0 .  T h i s  is 5.78 t i m e s  the 1 9 7 5  a p p r a i s e d  
v a l u e ,  o r  7 5 . 8 8  t i m e s  t h e  1958 a p p r a i s e d  v a l u e .  U n d e r  S B 8 159, t h e  
t o t a l  l e a s e  r e n t a l  for t h e  55 yr. p e r i o d  w o u l d  a m o u n t  to o v e r  
t h r e e  m i l l i o n  d o l l a r s .  T h i s  is 45 t i m e s  t h e  1 9 7 5  a p p r a i s e d  v a l u e ,  
o r  a p p r o x i m a t e l y  600 t i m e s  the 1958 a p p r a i s e d  v a l u e .

I n  m y  o p i n i o n ,  o u r  b i l l  p r o v i d e s  t h e  m a x i m u m  r e n t a l  to b e  b e n e f i c i a l  
t o  a l l  c o n c e r n e d ;  an e x c e l l e n t  r e t u r n  to t h e  S t a t e ,  a f a i r  s e t t l e m e n t  
to  t h e  e x i s t i n g  S t a t e  l e a s e h o l d e r s ,  a f a i r  o p p o r t u n i t y  for f u t u r e  
l e a s e h o l d e r s ,  as  w e l l  as the m a x i m u m  r e n t a l  a l l o w a b l e  t o  e n c o u r a g e  
d e v e l o p m e n t  a n d  b a n k  f i n a n c i n g .  W h e r e a s  S B # 1 5 9  is n o t  b e n e f i c i a l  to 
al l  c o n c e r n e d .  It is a m a x i m u m  r e t u r n  to t h e  State* f r o m  c u r r e n t  
l e a s e h o l d e r s  w i t h  e x i s t i n g  i m p r o v e m e n t s ,  f r o m  10 to m a y b e  15 y e a r s  
w h e n  t h e y  w i l l  be  f o r c e d  to g i v e  up  t h e i r  l e a s e s ,  it is not a fair 
s e t t l e m e n t  t o  t h e  e x i s t i n g  l e a s e h o l d e r s ,  it is not a f a i r  o p p o r t u n i t y  
to f u t u r e  l e a s e h o l d e r s ,  it w i l l  n o t  e n c o u r a g e  d e v e l o p m e n t ,  a n d  it is 
n o t  a c c e p t a b l e  to the b a n k s  for f i n a n c i n g .

I w o u l d  a l s o  s u g g e s t  the e l i m i n a t i o n  of  t h e  f l o a t i n g  e a s e m e n t  be 
a d d e d  t o  S B # 1 5 9 ,  as r e c o m m e n d e d  b y  t h e  H e a r i n g  P a n e l  o n  p a g e  19, 115 
o f  t h e i r  r e p o r t .

J o e  W i l h o u r
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A L A S K A  I*JDl\S7!< J A L  S U B D I V I S I O N  L E A S E H O L D E R S  A S S O C I A T I O N

E F F E C T  O F  A L A S K A  L E A S E H O L D E R S  A S S O C I A T I O N  P R O P O S E D  S I L L  O N  M Y  P R O P E R T Y  
L O C A T E D  B L O C K  I, L O T  7A, A L A S K A  I N D U S T R I A L  S U B D I V I S I O N .  L O T  S I Z E

APPROXIMATE!.'Y 
1978.

64 ,000 P .. FT. A P P R A I S E D  A T $ 6 5 , 6 4 0 . 0 0  T O PE R E A P P R A I S E D

T E R M  ‘

% INC 
T E R M

% O R  IG 
V A L U E

N E W  A P P R A I S E D  
V A L U E

T.EASE
P A Y M E N T S

A C C U M U L A T E D  
T O  L E A S E E

1-25 o.% 100% '$ 6 5,64 0.00 ? 19,700. $ 9 8 , 5 0 0 . 0 0

2 5 - 3 5 50% 150% 9 8 , 6 6 0 . 0 0 59,198. 1 5 7 , 6 9 6 . 0 0

3 5 - 4 5 50% 225% 1 4 7 , 9 9 0 . 0 0 38,794. 2 4 6 , 4 9 0 . 0 0

4 5 - 5 5 50% 3 3 7 . 5 % 2 2 1 , 5 3 5 . 0 0 132,921. 379,411.-00

1. A b o v e  is M A X I M U M

2. R a t e s  a r e  compounder}

3. W h e n  l e a s e  f i n i s h e d ,  l e a s e e  w i l l  h a v e  p a i d  5.78 t i m e s  v a l u e  
(379,411 * 65,640)
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The H o n o r a b l e  S e n a t o r  K a y  P o l a n d  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 ^ 0 1  
M A I L  S T O P  3 1 0 0

D e a r  S e n a t o r  Poland:

W e ,  a s x  S t a t e  l a n d  l e a s e h o l d e r s ,  are a b o u t  to be f a c e d  -.'ith h u g e  i n c r e a s e s  
in r e n t a l  r a t e s  of o u r  l e a s e d  n r o p e r t y  (Lot 5» B l o c k  1, Iva3ilof P i o n e e r  
S ubdivision., w i t h  two h o m e s  on  it ). T h o s e  n e w  r a t e s  , if im p o s e d ,  
w i l l  f o r c e  a se v e r e  h a r d s h i p  o n  u s  f i n a n c i a l l y  and m a y  e v e n  f o r c e  us 
to g i v e  u p  o u r  l e a s e .

S u c h  r a t e 3  s u b s t a n t i a l l y  r e d u c e  the v a l u e  o f  our i m p r o v e m e n t s  w h i c h  
we h a v e  w o r k e d  l o n g  and h a r d  at a n d  snent s u b s t a n t i a l  m o n e y  n. We 
f e e l  the p r e s e n t  p o l i c i e s  of the D i v i s i o n  of  L a n d s  arc n o t  in o u r  
b e s t  i n t e r e s t ,  n o r  in the b e s t  i n t e r e s t  o f  the S t a t e  of  A l a ska.

we t h e r e f o r e  u r g e  y o u  to s u p p o r t  l e g i s l a t i o n  c u r r e n t l y  o n  the f l o o r  
w h i c h  would:

1. S e t  a 25 yeaiJ p e r i o d  of  f i x e d  rental, g i v i n g  us time to f i n a n c e  and 
p a y  f o r  o u r  i m p r o v e m e n t s .

2. E s t a b l i s h  n six p e r c e n t  r a t e  a n d  a f i f t y  p r c e n t  c e i l i n g  o n  rent 
i n c r e a s o s  so we c a n  c o m p u t e  w h a t  we w i l l  p a y  in rent o v e r  the 5 5  y e a r
p e i i o d .  D u e  to the p r e s e n t  p o l i c i e s ,  it is a l m o s t  i m p o s s i b l e  to f i n a n c e
i m p r o v e m e n t s  on o u r  lea s e .

3. P r o v i d e  f o r  i n d e p e n d e n t  a p p r a i s a l  of  o u r  lease. A p p r a i s a l  b y  our 
l a n d l o r d ,  as is n o w  done, is an obv:ioWs c o n f l i c t  o f  interest.

i|.. P r o v i d e  a g r a n d f a t h e r  c l a u s e  w h e r e b y  we, as e x i s t i n g  l e a s e h o l d e r s ,  
c a n t a k e  a d v a n t a g e  of a n e w  lease.

P a s s a g e  of a l a w  w i t h  the a b o v e  p r o v i s i o n s  is c r i t i c a l  ii wo are to
be "ble to c o n t i n u e  l e a s i n g  o u r  land.

T h a n k  y o u  f o r  y o u r  h e l p .

V e r y  t r u l y  y o u r 3

%  i  7 f i» j

Mr. and Mrs. L. B. W a t t s

A G O  8 8 5 6 4 9  j



M a r c h  21, 1977

Mr. &  Mrs. >"». B. W a t t s  
R o u t e  2, Be 713 
Kasilof, A1 if .a 99610

D e a r  Mr. &  Mrs. Watts:

T h a n k  y o u  for w r i t i n g  m e  r e g a r d i n g  the m a t t e r  of state land 
leases. I i n t r o d u c e d  SB 159 this year, and I am enclosing 
a c o p y  o f  this bill. I h a d  w o r k e d  w i t h  leaseholders in A n c h­
ora g e  a n d  M a t  Su V a l l e y  this summer and tr^ed to come up w i t h  
a bill that w o u l d  be fair to leaseholders and the State of 
Alaska. I w o u l d  be i n t e r e s t e d  in your c omments on SB 159. It 
has p a s s e d  out o f  S e na te R e s o u r c e s  and is n o w  in Senate Finance 
Committee.

State Senator 
K o d i a k - A l e u t i a n  District

K P : ss

AGO 8 8 5 6 5 0  -4-
\



LA2I 0903 11 .24  JA01 0009 11 .24 02/22/77

/■

T O :  C I N D Y ,  J N U

F R O M :  A P R I L ,  F 3 X  !

( (  
^ B l ^ A S E - B S f c i V S U X - H E  F O L L O W I N G  M E S S A G E  T O  S E N A T O R S  B I J T R O V I C H

C  A N D  H U B E R :

------------------- ' r
i I ( M E S S A G E :  J U S T  R E L I E V E D  A  C O P Y  O F  S B  1 5 9  R E :  L E A S I N G  O F

S T A T E  L A N D .  T R ' J S T  L A N D S  A R E  N O T  S P E C I F I C A L L Y  M E N T I O N E D  B U T

M U S T  A S S U M E  T H E  B I L L  A P P L I E S  T O  T H E M .  T H E  S T A T E  b O A R D  O F  (

E D U C A T I O N ,  AS* T H E  T R U S T E E  O F  S C H O O L  T R U S T  L A N D S .  «;> ' S O M E  C O N C E R N S  

A B O U T  C U R R E N T  L E A S I N G  P O L I C I E S  A N D  W O U L D  I I K E  V O  RL> L~ T O  A M Y  

B I L L S  D E A L I N G  W I T H  L E A S I N G  O F  S i A T E  L A N D S ,  E S P E C I A L L Y  T H E  S C H O O '  T R U S T  C

L A N D S .  W E  W I L L  C O M M E N T  O N  S B  1 5 9  IN T H E  N E A R  F U T U R E .
4

D A R W I N  H E I N E  (

V I C E  C H R M A N ,  S T A T E  B D  O F  E D U C A T I O N  

1 5 0 6  D E N A L I  W A Y ,  F B X  9 9 7 0 1

P H :  4 5 6 - 5 7 2 2  (

i

P L E A S E  A C K  W H E N  M E S S A G E  P E L  I’ L n C D  f l U N K S .  / A /  E O M  (
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TO: A l l  H o u s e  M e m b e r s  M a y  9, 1977

FROM: S e n a t o r  K a y  P o l a n d

SUBJECT: CSSB 159

A t t a c h e d  for y o u r  c o n s i d e r a t i o n  is a short analysis of 
SB 159. P l e a s e  note, es pecially, the d i f f e r e n c e  in p a y  
b a c k  a m o u n t s  b e t w e e n  C S S B  159 and p r o p o s e d  H C S  CSSB 159 
( R u l e s ) .

KP :ke
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CSSB 159

1. In 1976 the D i v i s i o n  of Lands r a i s e d  r e n t a l s  to w h a t  was 
c o n s i d e r e d  an o n erous level. This level is suc h that there 
is serious doubt of the p r a c t i c a b i l i t y  of c o n t i n u i n g  the 
p r e s e n t  use of the land.

2. B e c a u s e  of the u n c e r t a i n t y  o c c a s i o n e d  b y  the actions of 
the D i v i s i o n  of Lands, b o t h  c o m m e r c i a l  a n d  r esi dential  
d e v e l o p m e n t  of the leases b e c a m e  " n o n - b a n k a b l e "  in terms 
o f  loans b e c a u s e  of no feasible u p p e r  l imit of rent could 
b e  determined.

3. T h e  p r o p o s e d  bill corrects this s i t u a t i o n  by:

a. E x t e n d i n g  the initial p e r i o d  to 25 years
r- to p r o v i d e  s t a b i l i t y  in the d evelo p m e n t

stage, and p r o v i d i n g  f o r  three a d d i t i o n a l  
r e a p p r a i s a l s  i n s t e a d  o f  about eight.

b. allows the m o r t g a g o r  to a s sume the p a y ment s 
in the event of a late p a y m e n t  or d e f a u l t  
b y  the lessee.

c. P r o t e c t s  the state's i n t erest b y  i n c r e a s i n g  
the p e r c e n t  o f  the r ental fee to 107,. The 
o r i g i n a l  a p p r a i s a l  will  h a v e  to be c o r r e c t l y  
d o n e .

d. R e s u l t s  i n  a d e f i n a b l e  u p p e r  l i m i t  of  the s u m
of the r e n t a l  paym ents over the life of the lessee. 
This amount is 9 1/2 times the o r i g i n a l  appraisal.
F o r  example, for each $1,000  of the original 
a p p r a i s a l  value, the less ee w i l l  p a y  $9,500 in 
rent over a 55 year  period. The H C S  w h i c h  changes 
the i n itial p e r i o d  to 15 years and the p e r iodic  
d i f f e r e n c e  to 100%, r e sults in a p a y b a c k  of 31 1/2 
t i m e s .
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TO: S e n a t o r  C r o f t

FR: J a m i e  L o v e

RE: S B  159

2 / 2 2 / 7 7

A s  p r o m i s e d ,  I a m  p r o v i d i n g  y o u  w i t h  c o m m e n t s  o n  SB  159, 
w h i c h  w o u l d  c h a n g e  t h e  s t a t e ' s  l e a s i n g  p o l i c i e s  w i t h  r e g a r d  
t o  t h e  m e t h o d s  of  d e t e r m i n i n g  a n n u a l  r e n t s .  A s  y o u  a r e  
s u r e l y  aware,, r e n t a l  r e a d j u s t m e n t s  o n  s t a t e  l e a s e d  l a n d s  
h a v e  b e c o m e  q u i t e  a c o n t r o v e r s i a l  s u b j e c t .  T h i s  f i r s t  
m a n i f e s t e d  i t s e l f  in  h i g h l y  p u b l i c i z e d  t r a n s a c t i o n s  s u c h  
a s  t h e  T e a m s t e r ' s  M a l l  l e a s e  a n d  the P e n n e y  l e a s e  n e a r  
M e r r i l l  f i e l d .  In b o t h  c a s e s  l e a s e h o l d e r s  h a d  o b t a i n e d  
c h o i c e  p r o p e r t i e s  at  r e n t s  s u b s t a n t i a l l y  b e l o w  m a r k e t  p r i c e s .
O n e  k e y  p r o v i s i o n  o f  b o t h  l e a s e s  w a s  t h e  s t a t e ' s  w a i v e r  
o f  r e n t a l  i n c r e a s e s  f o r  a p e r i o d  of  f o r t y  y e a r s .

In r e s p o n s e  t o  t h e s e  a n d  o t h e r  t r a n s a c t i o n s ,  t h e  l e g i s l a t u r e  
a m e n d e d  T i t l e  38 l a s t  y e a r  to  r e s t r i c t  t h e  d i s c r e t i o n  o f  the 
D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  t o  g i v e  s u c h  w a i v e r s ,  e x c e p t  
on  p r o p e r t i e s  d e v e l o p e d  f o r  r e s i d e n t i a l  p u r p o s e s .  A l s o  
e n a c t e d  w a s  l e g i s l a t i o n  w h i c h  e s t a b l i s h e d  a f o r m a l  t r u s t  for 
a l l  s c h o o l  lands, a n d  g a v e  the S t a t e  B o a r d  o f  E d u c a t i o n  i n d e­
p e n d e n t  a u t h o r i t y  o v e r  the D i v i s i o n  o f  L a n d s  to i n s u r e  that 
l e a s i n g  p o l i c i e s  p r o t e c t e d  the i n t e r e s t s  o f  t h e  S c h o o l  T r u s t  
F und. T h e  S t a t e  B o a r d  of E d u c a t i o n  and its c h a i r w o m a n ,  K a t i e  
H u r l e y ,  h a v e  t a k e n  t h e i r  n e w  r e s p o n s i b i l i t i e s  v e r y  s e r i o u s l y  
a n d  h a v e  e d u c a t e d  t h e m s e l v e s  a b o u t  t h e  l a n d  l e a s i n g  b u s i n e s s  
t h o r o u g h l y .

A t  t h e  s a m e  time t h e  T e a m s t e r  a n d  P e n n e y  l e a s e s  w e r e  b e i n g  
a d d r e s s e d ,  it b e c a m e  c l e a r  t h a t  the s t a t e ' s  e n t i r e  l e a s i n g  
p r o g r a m  w a s  in s e r i o u s  t r o u b l e .  N o t  o n l y  w e r e  t h o s e  two 
t r a n s a c t i o n s  p r o v i d i n g  l e s s  t h a n  a d e q u a t e  r e n t s  to t h e  state, 
b u t  t h e  D i v i s i o n  o f  L a n d s  w a s  d i s c o v e r e d  to h a v e  b e e n  r o u t i n e l y  
u n d e r - a p p r a i s i n g  its p r o p e r t i e s  a n d  u s i n g  o u t - o f - d a t e  p e r c e n t a g e s  
on its r e n t a l  r e a d j u s t m e n t s .  In 1975, t h e  D i v i s i o n  o f  L a n d s  
w a s  l e a s i n g  l a n d s  for a r e a d j u s t e d  r e n t a l  f i g u r e  o f  s i x  p e r c e n t  
of  t h e  a p p r a i s e d  v a l u e  o f  t h e  land, w h i l e  m o s t  l e a s e s  in the 
p r i v a t e  m a r k e t  h a d  b e e n  u s i n g  e i g h t  p e r c e n t  a n d  h i g h e r  f o r  s o m e  
time. W h e n  a s k e d  to a c c o u n t  for t h e  s i x  p e r c e n t  f i g u r e ,
D i v i s i o n  of L a n d s  o f f i c i a l s  '.ould n o t  e x p l a i n  w h y  it w a s  b e i n g  
used. M o s t  t h a o u g h t  t h a t  six p e r c e n t  w a s  c a l l e d  for e i t h e r  in 
t h e  l e a s e  o r  the r e g u l a t i o n s , b u t  it a p p e a r e d  n e i t h e r  t h e r e  n o r  
a n y w h e r e  e l s e .  T h e  c o m b i n a t i o n  of  t h e  s i x  p e r c e n t  f i g u r e  a n d  
t h e  u n d e r a p p r a i s a l  for o l d  and n e w  l e a s e s  a l i k e  r e s u l t e d  in 
r e t u r n s  v a s t l y  b e l o w  m a r k e t  valu e s .

B e c a u s e  the r e n t s  w e r e  so low, p o t e n t i a l  l e a s e h o l d e r s  w e r e  
w i l l i n g  to p a y  s u b s t a n t i a l  b o n u s e s  to t a k e  o v e r  l e a s e s  f r o m  
p r e v i o u s  l e a s e h o l d e r s .  In one t r a n s a c t i o n ,  a p a r t y  p a i d  the

AGO 8 8 5 6 5 4



S e n a t o r  C r o f t  
S B  159 
P a g e  2

o l d  l e a s e h o l d e r  m o r e  t h a n  $ 2 5 0 , 0 0 0 .  for a n  a s s i g n m e n t  of  a 
20 a c r e  t r a c t  of s c h o o l  l a n d  n e a r  d o w n t o w n  A n c h o r a g e .  B o n u s  
p a y m e n t s  o f  t h i s  t y p e  w e r e  n o t  u n c o m m o n ,  s i n c e  t h e  A D L  p r a c t i c e  
o f  c o l l e c t i n g  l o w  r e n t s  w a s  w e l l  e s t a b l i s h e d  u n d e r  t h e  
ICennan a d m i n i s t r a t i o n .

A f t e r  t h e  H a m m o n d  a d m i n i s t r a t i o n  c a n c e l l e d  t h e  T e a m s t e r  lease, 
a n d  r e n e g o t i a t e d  t h e  P e n n e y  lease, it u n d e r t o o k  an o v e r h a u l  o f  
r e n t  r e a d j u s t m e n t  p r a c t i c e s .  L e a s e  p r o p e r t i e s  w e r e  a p p r a i s e d  
a t  m a r k e t  v a l u e  a n d  r e n t s  w e r e  a d j u s t e d  to  e i g h t  p e r c e n t  o f  t h e  
a p p r a i s e d  v a l u e  o f  t h e  land. A t  t h a t  p o i n t  in  t i m e  l a n d  v a l u e s  
a l l  o v e r  A l a s k a  w e r e  s k y r o c k e t i n g .  P r o p e r t i e s  in K e n a i ,  W a s s i l a  
a n d  A n c h o r a g e  w e r e  a p p r e c i a t i n g  a n y w h e r e  f r o m  3 0 0 2 - 1 0 0 0 %  d u r i n g  
t h e  p e r i o d  1 9 7 1 - 1 9 7 6 .  C o n s e q u e n t l y ,  t h e  c o m b i n a t i o n  of  r a i s i n g  
r e n t a l  r a t e s  f r o m  six to e i g h t  p e r c e n t ,  w h i c h  r e p r e s e n t e d  a 33% 
i n c r e a s e ,  a n d  m o r e  r e a l i s t i c  a p p r a i s a l s ,  w h i c h  i n c r e a s e d  the 
b a s i s  o n  w h i c h  t h e  e i g h t  p e r c e n t  w a s  a p p l i e d / r e s u l t e d  in 
r e n t a l  i n c r e a s e s  of  4 0 0 2 - 1 0 0 0 %  for s o m e  l e a s e h o l d e r s .

S u c h  a d r a m a t i c  c h a n g e  in t h e  l e a s e  r e n t s  b r o u g h t  c r i e s  of 
o u t r a g e  f r o m  t h e  l e a s e h o l d e r s ,  w h o  h a d  a n a l y z e d  t h e  v i a b i l i t y  
o f  t h e  s t a t e ' s  l e a s i n g  p r o g r a m  m o r e  in t e r m s  o f  its p a s t  h i s t o r y  
t h a n  in t e r m s  of  t h e  l e a s e s  t h e m s e l v e s .  D e s p i t e  t h e  h a r d s h i p s  
a n d  p r o b l e m s  t h a t  the s u d d e n  i n c r e a s e  in r e n t s  c a u s e d ,  A D L  
m a i n t a i n e d  t h a t  the d i v i s i o n  w a s  w i t h o u t  l e g a l  a u t h o r i t y  to 
o f f e r  r e l i e f  s i n c e  the h i g h e r  r e n t s  w e r e  j u s t  t h e  r e s u l t  of the 
A D L  s t a f f  a p p l y i n g  the a c t u a l  t e r m s  o f  t h e  l e a s e s  a n d  o b e y i n g  
s t a t e  s t a t u t e s .

M a n y  of t h e  p r o b l e m s  c i t e d  b y  the l e a s e h o l d e r s  w e r e  valid.
T h i n k i n g  t h a t  t h e  s t a t e  w o u l d  c o n t i n u e  a s  i t  h a d  in t h e  p a s t ,  
m a n y  l e a s e h o l d e r s  f o u n d  the i n v e s t m e n t s  t h e y  m a d e  in b u y i n g  
o l d  l e a s e s  e f f e c t i v e l y  w i p e d  out, s i n c e  t h e  b o n u s  r e p r e s e n t e d  
t h e  d i s c o u n t e d  c a s h  v a l u e  o f  b e l o w  m a r k e t  r e n t s .  O t h e r  
l e a s e h o l d e r s  h a d  n o t  d e v e l o p e d  t h e i r  p r o p e r t i e s  t o  the e x t e n t  
n e c e s s a r y  to p a y  the n e w  r e n t s  in a n t i c i p a t i o n  of  f u r t h e r  
s u b s i d i e s  b y  the state. L e a s e h o l d e r s  f o u n d  t h a t  f i n a n c i a l  
i n s t i t u t i o n s  w e r e  l e e r y  of b a n k r o l l i n g  p r o j e c t s  o n  s t a t e  l e a s e d  
l a n d s  in l i g h t  of the l a r g e  i n c r e a s e s ,  w h i c h  the b a n k e r s  p e r c e i v e d  
a s  an  i n d i c a t i o n  of i n s t a b i l i t y  in the m a n a g e m e n t  of  t h e  l e a s i n g  
p r o g r a m .  T h i s  " h a n d s  o f f "  p o l i c y  b y  b a n k e r s  m a d e  it d o u b l y  h a r d  
f o r  l e a s e h o l d e r s  to d e v e l o p  t h e i r  p r o p e r t i e s  to h i g h e r  u s e s  
w h i c h  w o u l d  s u p p o r t  t h e  n e w  rents.

A s  a r e s u l t  of t h ese d e v e l o p m e n t s ,  t h e  l e a s e h o l d e r s  b e g a n  p e t i t i o n i n g  
t h e  A D L  a n d  the l e g i s l a t u r e  for s o m e  r e l i e f .  For s e v e r a l  m o n t h s  
A D L  d i d  n o t  d e a l  w i t h  t h e  p r o b l e m ,  w h i c h  o n l y  a d d e d  t o  the o u t r a g e  
f e l t  by  t h e  l e a s e h o l d e r s .  T h e  a n g i e r  t h e y  go t ,  t h e  m o r e  e x t r e m e  
t h e i r  " r e f o r m "  p r o p o s a l s  b e c a m e ,  i n c l u d i n g  s o m e  s u g g e s t i o n s  for 
b l a n k e t  l e v e l  t e r m  r e n t s  for all e x i s t i n g  l e a s e h o l d e r s  and 
o t h e r  m a j o r  c h a n g e s  in l e a s e h o l d e r ' s  o b l i g a t i o n s .
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S B  159
P a g e  3

In t h e  fall o f  1976, t h e  H a m m o n d  a d m i n i s t r a t i o n  r e s p o n d e d  t o  
t h e  g r o w i n g  c r i s i s  b y  a p p o i n t i n g  an  A d  H o c  t a s k  f o r c e  f o r  
l a n d  d i s p o s i t i o n  p r a c t i c e s .  A p p o i n t e d  to t h i s  c o m m i t t e  w e r e  
v a r i o u s  r e p r e s e n t a t i v e s  f r o m  t h e  b u s i n e s s ,  b a n k i n g  a n d  p r o f e s s i o n a l  
c o m m u n i t i e s ,  a r e p r e s e n t a t i v e  f r o m  t h e  l e a s e h o l d e r s ,  a n d  a 
p u b l i c  i n t e r e s t  r e p r e s e n t a t i v e  ( m y s e l f ) . M e e t i n g  w e e k l y  f o r  
f i v e  m o n t h s ,  t h e  A d  H o c  c o m m i t t e e  h e a r d  c o u n t l e s s  h o u r s  of 
t e s t i m o n y  f r o m  t h e  l e a s e h o l d e r s ,  t h e  A C L  s t a f f ,  p r o f e s s i o n a l  
a p p r a i s e r s  a n d  the p u b l i c  at  large. A t  t h i s  time, t h e  c o m m i t­
t e e  is n e a r i n g  its g o a l  o f  r e c o m m e n d i n g  to t h e  l e g i s l a t u r e  a n d  
t h e  D i v i s i o n  of L a n d s  p r o p o s e d  c h a n g e s  in i t s  l e a s i n g  p o l i c i e s ,  
w i t h  p r o v i s i o n s  f o r  r e l i e f  for e x i s t i n g  l e a s e h o l d e r s .

In d o i n g  its w o r k ,  t h e  A d  H o c  c o m m i t t e e  s o u g h t  to:

1) r e c o m m e n d  l e a s i n g  t e r m s  as c l o s e l y  p a r a l l e l  to 
t h e  p r i v a t e  l e a s i n g  m a r k e t  as  p o s s i b l e ;

2) d e t e r m i n e  if t h e  s t a t e  h a d  a m o r a l  r e s p o n s i b i l i t y  
to n e g o t i a t e  n e w  t e r m s  for o l d  l e a s e h o l d e r s ;  a n d

3) to p r o t e c t  t h e  i n t e r e s t s  of t h e  s t a t e ' s  t a x p a y e r s .

O n  the f i r s t  g o al, t h e  c o m m i t t e  r e v i e w e d  t h e  t e r m s  of a p p r o x i­
m a t e l y  f i f t e e n  p r i v a t e  l e a s e s  c u r r e n t l y  l e t  in t h e  A n c h o r a g e  
a r e a .  T h e  c o m m i t t e e  a n a l y z e d  n o t  o n l y  t h e  r e n t  r e a d j u s t m e n t  
p e r i o d s  a n d  p e r c e n t a g e s ,  b u t  a l s o  l o o k e d  a t  r i g h t  of w a y  a n d  
c o n d e m n a t i o n  c l a u s e s ,  s u b o r d i n a t i o n  a n d  s e c u r i t y  a s s i g n m e n t  
a n d  m a n y  o t h e r  e l e m e n t s  o f  b o t h  p r i v a t e  a n d  s t a t e  l e a s e  
i n s t r u m e n t s .

In t h e  p r o c e s s  of i t s  w o r k ,  it b e c a m e  a p p a r e n t  to the c o m m i t t e e  
t h a t  d i f f e r e n t  t y p e s  o f  l a n d  u s e  d i c t a t e d  d i f f e r e n t  l e a s e  
t e r m s .  T o r  e x a m p l e ,  w h e r e  it is c o m m o n  for a c o m m e r c i a l  o r  
i n d u s t r i a l  l e a s e  to p r o v i d e  for f i v e  y e a r  r e a p p r a i s a l  p e r i o d s ,  
r e s i d e n t i a l  p r o p e r t i e s  a r c  o f t e n  l e a s e d  for f l a t  t e r m s .  A l s o ,  
r e c r e a t i o n a l  a n d  a g r i c u l t u r a l  p r o p e r t i e s  s e e m e d  t o  c a l l  for 
d i f f e r e n t  t r e a t m e n t  t h a n  c o m m e r c i a l / i n d u s t r i a l  p r o p e r t i e s .
T o  d e a l  w i t h  t h i s  p r o b l e m ,  the c o m m i t t e  r e c o m m e n d s  f o u r  d i f f e r e n t  
l e a s e  forms, o n e  f o r  e a c h  d i f f e r e n t  use. S i n c e  t h e  c o m m e r c i a l /  
i n d u s t r i a l  l e a s e s  s e e m e d  t o  p r e s e n t  t h e  m o s t  p r e s s i n g  p r o b l e m s ,  
t h e  c o m m i t t e e  a d d r e s s e d  t h a t  a r e a  fi r s t ,  a n d  h a s  f i n a l i z e d  a 
r e c o m m e n d e d  l e a s i n g  form.

T h e  m a j o r  c h a n g e s  w h i c h  the c o m m i t t e e  r e c o m m e n d s ,  i n s o f a r  a s  
y o u r  l e g i s l a t i o n  is c o n c e r n e d ,  is t h e  e s t a b l i s h m e n t  of f i x e d  
r e n t  r e a d j u s t m e n t  p e r c e n t a g e s  in the l e a s e  d o c u m e n t ,  a n d  l i m i­

t a t i o n s  o n  r e n t  i n c r e a s e s  L o o k i n g  a t  the f i r s t  issue, t h e  
co n u n i t t e ' f o u n d  th a t  l e a s e s  in t h e  p r i v a t e  m a r k e t  u s e  the f i g u r e  

o f  e i g h t  p e r c e n t  for p r o p e r t i e s  l e a s e d  r e c e n t l y .  But the l e a s e s
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do n o t  say eight p e r c e n t  today a n d  w h a t e v e r  the g o i n g  rate is 
in fiv e years. In o t h e r  words, a l t h o u g h  eight m a y  be the m a r ­
ket  today, and ten c o u l d  b e  the m a r k e t  tomorrow, the lease w o u l d  
still c h a r g e  o n l y  eight p e r cent for the e n t i r e  term of the lease. 
T h i s  is an i m p o r t a n t  d i f f e r e n c e  f r o m  the state l ease form, w h i c h  
a l l o w s  the p e r c e n t a g e  to be v a r i e d  at e a c h  r e a p p r a i s a l  period.
T h e  c o m m i t t e e  could  find no e x a m p l e s  of leases in the p r i v a t e  
m a r k e t  w h i c h  u s e d  the states system. Hence, the c o m m i t t e e  
r e c o m m e n d a t i o n  is for a f i x e d  p e r c e n t  in the lease d o c u m e n t  
itself.

B a s e d  u p o n  the c o m m i t t e e ' s  a n a l y s i s  o f  actual l ease d o c u m e n t s  
in the p r i v a t e  market, and in p a r t i c u l a r  recent: leases w h i c h  
m a y  be m o r e  sophisticated , the c o m m i t t e e  r e c o m m e n d s  l i m i t a t i o n s  
o n  rent increa ses of 100 percent: e v e r y  five years. This, the 
c o m m i t t e e  felt, was the c l o s e s t  p a r a l l e l  to the terms of p r i v­
ate m a r k e t  leases, and, in the o p i n i o n  of the committee, p r o v i d e d  
e n o u g h  c e r t a i n t y  to a l l o w  for l o n g t e r m  financii g on l e a s e h o l d  
p r o p e r t i e s .

T h e  c o m m i t t e e  also d e cided that the state did h a v e  a moral o b l i­
ga t i o n  to o f f e r  the e x i s t i n g  l e a s e h o l d e r s  the o p p o r t u n i t y  to 
e x c h a n g e  e x i s t i n g  leases for the n e w  one. The pommittee felt 
this could be j u s t i f i e d  on the b a s i s  of the h a r i s h i p s  c r e a t e d  
for lease h o l d e r s  b y  the vague and o u t d a t e d  lang lage of the 
o l d  forms (unchanged since s t a t e h o o d ) , and by v r t u r e  of the 
b e n e f i t s  w h i c h  w o u l d  a c c r u e  to the state through., r e new ed  
c o n f i d e n c e  in the state's leasing, program.

T o  put it simply, the c o m m i t t e e  v i l l  r e c o m m e n d  this: All
c u r r e n t  lease! alde rs w i l l  be give a p e r i o d  of time to swap 
their old leases for the n e w  ones. As a c o n d i t i o n  of the e x ­
change, the leaseh o l d e r s  w o u l d  h a v e  their p r o p e r t i e s  r e a ppr aised,  
e xcep t for leases w h i c h  h ad b e e n  r e a p p r a i s e d  w i t h i n  the p a s t  
two years. T h e  p e r c e n t a g e  of the a p p r a i s e d  v a l u e  of the l e a s e
w o u l d  be the p e r cent w h i c h  r e p r e s e n t e d  the market: at
the time the lease was e n t e r e d  in:o. For example, a lease 
e n t e r e d  into a r o u m f T O t T b  m i g h t  have the re nt r e a d j u s t e d  to 
six p e r c e n t  of the a p p r a i s e d  value of the land, w h i l e  a lease 
e n t e r e d  into in 1974 might use the eight p e rce nt figure.
W h i c h e v e r  figure was used w o u l d  then be w r i t t e n  into the 
lease. As m e n t i o n e d  earlier, leases w o u l d  have c e i l ings on 
p r o s p e c t i v e  rent increases of no m o r e  than 100 p e r c e n t  e v e r y  
five years d u r i n g  the lease term.

A  s u g g e s t i o n  w a s  m a d e  to go b a c k  to the o r i g i n a l  b e g i n n i n g  
o f  each lease and a p p l y  the limits f o r w a r d  to c u r r e n t  rents, 
b u t  this w a s  r e j e c t e d  by the committee. F i r s t  of all, there 
w a s  no e v i dence that c u rrent a p p r a i s e d  v a l u e s  w o u l d  create 
un f a i r  hardships, if the fixed p e r c e n t a g e s  and c e i lings  w e r e  
a p p l i e d  as e x p l a i n e d  above. Second, and m o r e  important, the 
co m m i t t e e  found p e r s u a s i v e  e v i d e n c e  that it w o u l d  be g r o s s l y  8
u n f a i r  to the state's t a x p ay ers if the c e i l i n g s  w e r e  a p p l i e d  <

retroactively.

8
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T h e  r e a s o n  s u c h  a p r a c t i c e  w o u l d  b e  u n f a i r  is t h e  s t a t e ' e  
h i s t o r i c  f a i l u r e  to c h a r g e  r e a l i s t i c  r e n t s  o n  i t s  l a n d s ,  
i e a s i n g  d e c i s i o n s  w h i c h  p l a c e d  l a n d  o n  t h e  m a r k e t  b e f o r e  
it h a d  m o r e  t h a n  a n o m i n a l  v a l u e ,  a n d  m i s m a n a g e m e n t  b^ 
p r e v i o u s  a d m i n i s t r a t i o n s .  F o r  e x a m p l e ,  in 1974, t h e  s a m e  
m o n t h  as  t h e  c a p i t o l  m o v e  v o t e ,  A D L  l e a s e d  2 4 0 0  a c r e s  o.. 
l a n d  f i v e  m i l e s  f r o m  t h e  p r o p o s e d  s i t e  of t h e  n e w  c a p i t o l ,  
a t  r e n t s  e s t a b l i s h e d  in a 19 7 1  a p p r a i s a l .  T h e  o l d  a p p r a i s a l  
h a d  s e t  t h e  r e n t s  a t  $ 6 - $ 1 4  p e r  y e a r ,  p e r  a cre. T o  r e t r o­
a c t i v e l y  a p p l y  r e n t  c e i l i n g s  w o u l d  b e  t a n t a m o u n t  to j u s t  
g i v i n g  a w a y  2400 a c r e s  o f  U n i v e r s i t y  t r u s t  lands. T h i s  is 
o n l y  o n e  of m a n y  e x a m p l e s  of g r o s s  m i s m a n a g e m e n t  b y  t h e  s t a t e  
w h i c h  h a s  p r o v i d e d  w i n d f a l l s  in t h e  past. T o  r e t r o a c t i v e l y  
a p p l y  t h e  r e n t  c e i l i n g s  w o u l d  b e  to  i n d i s c r i m i n a t e l y  g i v e  
a w a y  l e g i t i m a t e  s t a t e  i n t e r e s t s  in t h o u s a n d s  o f  a c r e s  of 
u n i v e r s i t y ,  s c h o o l  a n d  m e n t a l  h e a l t h  t r u s t  lands.

SP. 159 is s i m iliar t o ' t h e ' A d  Hoc C o m m i t t e e ' s  'approach in'" 
m a n y  ways, but there are a few areas Lhat s h o u l d  be e x­
amined. The bill e s t a b l i s h e s  a figure of 8 per cent, as the 
m a x i u m  rate for r c a u j u s t i n g  rents. First of all, as p r e­
v i o u s l y  stated, the terms of co mmerical and i nd ustrial  
leases m i g h t  be s u b s t a n t i a l l y  d i f f eren t than the terms of 
r e s i d e n t i a l  or a g r i c u l t u r a l  leases. But m o r e  important, by 
u s i n g  a figure w h i c h  r e p r e s e n t s  todays m a r k e t  of 8 per cent 
for most  c ommercial leases, the act would lock the state 
into an i n d e x a b l e  system. 8 per cent m a y  be a l r i g h t  today, 
but it m i g h t  be c o n s i d e r a b l y  out of touch w i t h  m a r k e t  values 
in the future. Likewise, all though 8 per cent m a y  renresent  
a m a r k e t  figure for A n c h o r a g e  or Fairbanks, or o t h e r  areas 
of long term s u s t ained growth, the state m i g h t  be b e t t e r  off 
u s i n g  a figure of 10 to 14 per cent for leases in some area 
u n d e r g o i n g  a short term boom. The h igher  rate m i g h t  r e p r esen t  
the m a r k e t  in an area that offers a short term e c o n o m i c  life 
for the lease. Under the C o m m i t t e e ' s  proposal, the rate 
w o u l d  be fixed in the lease f o r m  itself, at the rate the 
m a r k e t  v/ould boar at the time the lease was e n t e r e d  into.

The simplist a p p r o a c h  w o u l d  be to e x a imine  the recom e n -  
d a t i o n s  of the A d  Hoc Committee, and if satis factory, enact 
l e g i s l a t i o n  w h i c h  w o u l d  permit ADL to o f f e r  an e l e c t i o n  to 
leaseholders , to enter into the n e w  lease forms, s i m i l i a r  to 
the m e c h a n i s m  e s t a b l i s h e d  in Sec. 4 of SB 159, except 
p r o v i d i n g  that all a p p r a s i a l s  should be curre nt w i t h i n  two 
years, an d in the a b s e n c e  of a current appraisal, the 
e l e c t i o n  could be made at the next r e a p p r a i s a l  neriod.
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THE LEGISLATURE OF THE STATE OF ALASKA 
TENTH LEGISLATURE

FISCAL NOTF,_
I. REQUEST

Rill/Resolution No. SB 1 5 9 __________________________________________________________________
Title L e a s in g  o f  S t a t e  la n d  o t h e r  th a n  f o r  e x t r a c t i o n  o f  K a t u r a )  r n s n e r e f ls  
Requested by__________________________   Da*c________________________

II. FISCAL DETAIL
Agency Affected___________N a t u r a l  R e s o u rc e s
Program Category Affected___________NRMEC________
budget Request Unit(s) Affected___________Land and  W a te r Management

EXPENDITURES (Thousands o f Dollars) 

FY  77 FY 78 FY 79 FY 80 FY 81 FY 82 .
inn PERSONAL SERVICES
•>no TRAVFL
inn CONTRACTUAL
TOO COMMODITIES
son EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL - 0 - - 0 - - 0 - - 0 - - 0 - •

FUNDING (Thousands o f Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify)

POSITIONS
FULL TIME
PART TIME
II MPOKAKY .

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
There would be no change in cost of administration due to 
this bill.

Revenues would be reduced substantially, especially trust 
fund revenues (see atta c h e d ) .

. .  i.
IV. DATL February 23, 1977 p r f p a RF.D B Y  -Tcd.-Smith.

AGENCY L a a d -a n d - lta  fcp.r.. Maaagexoent-
Original: Legislative Finance PHONE______ 2 7 9 - 5 5 77 -
cc: Budget and Management

Prime Sponsor (First Legislator Named)

»— ammmmmmmm ■ ■««.» !■................

C L
.13-001 (Rev. 10/76) I
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LEASE METHOD COMPARISONS

LEASE L E A S E ' LEASE LEASE
(1) (2) (3) (4)

Rent Per Present Law and State Appraisal (a)$5,691 $5,232 $1,300 $1,650

Rent Per Lessess Appraisal (b)$4,552 $4,160 N/A N/A

Rent Per Ad Hoc Committee a or b  a or b $1,300 $1,650

Rent Per S.B. 159 $ 930 $ 800 $ 120 $ 270

Lease Commencement 1963 1961 1969 1969

Lease Term 55 yrs. 55 yrs. 55 yrs. 55 yrs.

Location Anchorage Anchorage Susitna Susitna
Valley Valley

Size 14,782 S.F. 18,012 S.F. 40 Ac. 80 Ac.
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LEASE NX). 1

(a)
Rent 

By S.B. 159

Term

(b)
Economic 
Rent Per 
Lessee's 
Appraisal

(c)
Rent 
Savings 

(Per Period)

(d)
Economic 
Rent Per 
State's 

Appraisal

(e)
Rent 
Savings 

(Per Period)

76-81 $ 930 $4,552 $18,110 $5,691 $23,805

81-86

86-91

930

1,395

4,552

4,552

18,110

15,785

5,691

5,691

23,805

21,480

91-96 2,092 4,552 12,300 5,691 17,995

96-2001 3,138 4,552 7,070 5,691 12,765

Assume: (1) land value does not rise beyond present value
(2) Economic lease rate does not rise

Column:

(a) Annual rent for each year under S.B. 159
(b) Present economic rent as determined by lessees appraisers
(c) Period rent savings under S.B. 159 (difference between column (a) 

find column (b)).
(d) Present economic rent as determined by states appraiser
(e) Period rent savings under S.B. 159 (difference between column 

(a) and column (d)
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LEASE NO. 3

(a) (b) (c)
Rent Economic Retit

By S.B. 159 Rent Per Savings
State' s (Per Period)

Term Appraisal

76-81 $120 $1,300 $5,900

81-86

86-91

120

180

1.300

1.300

5,900

5,600

91-96 270 1,300 5,150

96-2001 405 1,300 4,475

2001-2006 607 1,300 3,465

2006-2011 911 1,300 1,945

Assume:

(1) Lund value dais not rise beyond present value
(2) Economic lease rate does not rise

Column:

(a) Annual rent for each year under S.B. 159
(b) Present economic rent as determined by states appraisal
(c) Period rent savings under S.B. 159
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STATE OF ALASKA - DEPARTMENT O f  NATURAL RESOURCES 
DIVISION OF LANDS - 3 4 4 6th Avt ANCHORAGE U,

Volume II Nc. 4

A.MESSAGE FROM THE DIRECTOR

This issue markj the first anr ive-tsary of the publication of the "Alaska Land 

Lines" aa the official Information channel of the Alaska Division of Lar.da. This 

las teen.a t*_sy, fell and eventful vear for the Division. Sir.ce Statehood mu c h  of 

the g r o u n d w o r k .of the Siatc-'a resource management program has been laid which in- . 

;luded the drafting and adoption of the following seven sets of regulation!)» with 

Pull participation by the public in many public hearings? .• . » i

Classification \ u s i n g  of Lands ‘ [ ’I J
T i d e . a n d  Submerged Lauds ___  .. Disposal .of Timber and Material* , ‘

Hcmajr.oad Bntrles Mineral Lessing including Oil «nij

Sale of Lands ' Gao and Coal * .,A ... ,> ... I

D u r i n g  the first yer.r the "Land J^Jjieq11 haa carried announcements of the first 

of the State tideiands patents .issued to cities, the first clay sale, the right of 

way for the marine terminal ai/Nikiahki Beach now carrying over 10,000 barrelo ofi 

oil o day, the selection. of many thousands of acres of potentially valuable lar.d,|

^the development of a^ea • land-tise plans, tidelanda .id uplands c l a saificationa, plins 

for brood, land cr.d rdvipurc^ disposal and mar.agemert programs for the future;. ..\

*   V -  m V k  / • ' ‘ ‘ ’ 1
Our purpoai^. in^initiating this publication ii, April of last year was set forth 

at that**time anhN^itai r.d the same today; to keep the public fully informed of . \ . 

actions’taken £y the l i V u i o n  of Lands in the business bit creating opportunities \

in Alaska t h r o u g f c w i s / u s e  of our laud resources. We visualize the state land re- \  

sources no being l h e / £ o undaticn for economic development of Alaska and arc anxious 

to keep the public posted as to our trusteeship of these resources. In so dofng 

we invite asf.we diri one year ago this month, and will continue to do, your qucotlona, 

your commer^Mj srud, if our actions merit it, your criticism. - , •• /

\  • J. J /  \ i /  © 3  A G O  8 8 5 6 6 4  }
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INDUSTRIAL SUBDIVISION AUCTION SCHEDULED

The Division of Lands has set May 2, 1961 as the data for the public auction 

st w h i c h  72 lots In the Alaska Industrial Subdivision and the First Addition > 

thereto will be put up for lease. The auction will take place at 1:30 p.m. at 

the office of the Division of Lands, 344 Sixth Avenue, Anchorage.

The property lies ̂ within the city limits of Anchorage.- in the Merrill Field 

area, and is subject to applicable city ordinances and zoning restrictions. 

Specifically, the area is located between Third and Fifth Avenues, in Section 16' 

(school section), T13N, R3W, SM.

* \

f  The State's appraisalof the fair market value of each let will serve as the 

/  m i n imum acceptable bid for the annual rental on the same, ar.d no bids will be 

accepted for less. The lots range in 3ize from 11,652 sq. ft. to 77,683 sq. ft.; 

m i n i m u m  annual rentals range from $174 to $1080. Leases on all lots, save 12, " 

will be for 55 years; the 12 excepted are for a period not in excess of 10 years 

ar.d shall be subject to a 90-day revckable clause.

The successful bidder shall deposit at the time of the award the sum of not 

less than 25/. of the high bid, plus $20.00 to cover appraisal and advertising -• 

:osts, in cash, and/or certified check, and/or cashier's check, and/or money 

order, or combination thereof. . . .

Detailed information and plats covering the area are available at the Divisio

f  .  ___
/ y j  SURVEy. CONTRACT? LET .

•firm* Int-ii uff-h V rt.-l

t:| p o O

A .

A  contract was entered into with F. I». /Lindsey ofVAnchurage to survey the 

yropcaed Cheri Lake Subdivision, which lies in Section 36, T1GN, R3W, SM.,<^

f j  N C I -
i t  *  i t

DISPOSAL OF TWO A NCHORAGE TRACTS CON

i Two tracts in the Anchorage area are presently under consideration for dis- 

:.:bal by the'Diviaion. One 12 acre portion lies facing T u rnagain A r m  approximate­

ly, fcur mile.^ west of Seward Highway on Sand Lake oad, in Section 16, T12N,

RAW, SM. The..second ia "& 100 acre-tract in Section 36, TL3N, R4W, SM, and io;. ,

f  * ^ u I T y “td«Su‘crlbed as the E^NE^NEfc, the SWfcNEfcNlifc, the SEfcNEk and that portion of 

/ the SW^NEfc lying along the north side of International Airport road, east of the,I tea i
«/"Al 38 >

;id International Airport road, east of the,

ka Railroad right-of-way*. ^Anyone interested in developing theoe tracts, o,

would like to comment'on their disposal, or offer suggestions, should contact

tie Division.

/

Further information will be furnished upon request.

i t  *  *  i t

FIRST COMPETITIVE TIDELAMD LEASE LET

Ylr. Donald King of Ketchikan was the successful bidder in the State's 

competitive tideland lease sale. A 1.2 acre tract several miles o u t ’ldo of

K e tchikan went for $130.90 m i n imum annual rental.
AGO 885*.61.

NOTICE: The Delta Junction mape mentioned on the frontpage of last month's isauo

-f the Lnnd Lines a*re being revised and will not be available for purchase until 

further notice.
it it it I ) &  „

-
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STATE O F  ALASKA  

DEPARTMENT OF N A T URAL RESOURCES 

DIVISION OF LANDS 

344 Sixth Avenue 

Anchorage* Alaska

LEAF- AGREEMENT

<>(/{> 
s i'1

Lease No. ADL

% \ 1 
A. *  ' «

\

03066

*'

. V  I
I

« *
I*
I

day o f  May.THIS INDENTURE made and entered into this 2nd 

1 9 61 by and between the STATE OF ALASKA, through the Director of the Division of 

Lands, wit h  the consent and approval cf the Commissioner of the Department of Natural 

Resources, acting for end on its behalf under and pursuant to Chapter 169, SLA 1959, as 

amended, and the regulations promulgated thereunder, as amended or hereafter amended, 

hereinafter referred to as the LESSOR; and  James E. Rigsbee, .Tr._____________________

of 2005 - 20th Avenue. Anchorage, Alaska.
hereinafter referred to as the LESSEE:

WITNESSETH, that whereas the Lessor has classified the lands herein demised 

Commercial - Industrial_______________ lands on April 24,___________  19 61a s :

pursuant to Chapter 169, SLA 1959, as amended; and

WHEREAS, the Lessor has caused the lands herein demised to be 3ppraised and 

such appraisal was mad e  and approved on or after Feb r uary 23_________,_19_6_L___________ ; and

WHEREAS, the Lessor has caused a notice of intent to lease the lands herein 

demised to be published as required by law or caused notices of intent to lease to be 

posted as required by law; and

WHEREAS, an auction of the within demised property was held at the time and

place designated by notice and said sale was approved by the Director of the Division

of Lands, Department of Natural Resources, State of Alaska:

NOW THEREFOR, the Lessor has agreed to let and does hereby lot and demise to

the Lessee, and the Lessee has agreed to take and does hereby tak? from the Lessor all 

that lot, pi ce, or parcel of land more particularly bounded and described, as follows:

Lots One ( I / ,  and Two (2), Block T en (10). First 

division, w i t h i n  the Northeast Quarter of Section Sixteen. T o w n s.i 

I h rec West, Seward Meridian, containing 0.61 acres, more or less,

thereof, on file and of record with, the Recorder of D e e d s , Anchorage Recording Prjr.inr.iL, 
Anchorage, Alaska.________________________________________________________________________________________________

TO HAVE A ND TO HOLD the said demised premises for a term of fifty-five

(55 ) years c o m m encing cn the 2nd  day o f  May , 19 61

at 12 o'clock midnight on the 1st_________  day of May , 2016

sooner terminated as hereinafter provided.

and ending 

, unless

The Lessee shall pay to the Lessor rental as follows: Equal Quar t erly____

payments, in advance, on or before the  2nd__________ day of A ugust. November. February
and May______________________________of cv ry year during said term at the rate of

and F i fty-five and N Q / 1 0 0 .................................Dollars (? 255.00

A G0 8 8 5 6 6 6  /



such payments to be subject to adjustment at each five year interval from the effective 

date hereof, if the lease terra hereof exceeds five years, such adjustment to be based 

primarily upon a reappraised annuc^ rental value o f land in a state of improvement 

similar to that of the land described'heroin at the time this lease was”~entered "into.

It is hereby mutually covenanted and agreed that this indenture is ma d e  

upon the foregoing, and upon the following agreements, conditions, covenants, and 

terms, VIZ:

1. T h e  wor d  "Lessor" as and wherever used in the lease, shall be construed 

to include, and shall include, bind and inure to the benefit of, the State of Alaska, 

ita successor and assigns, at any time during the term of this lease or any renewal 

thereof; and the wo r d  "Lessee" as and wherever used in this lease shall be construed 

to include and shall Include and bind and inure to the benefit of the Lessee, his 

successors and assigns.

2. It shall be the responsibility of the Lessee to properly locate himself 

and his improvements within the confines of the property leased herein.

3. The Lessor, Alaska, h e reby expressly saves, excepts and reserves out of 

the grant hereby m a d e  unto itself, it6 lessees, successors, and assigns forever, all 

oils, gases, cool, ores, mineralo, fissionable materials, and fossils of every name, 

kind or description, and which may be in or upon said lands above described, or any part 

thereof, and the right to explore the same for 9uch oils, gases, coal, ores, minerals, 

fissionable materials, and fossils, and it also hereby expressly saves and reserves out 

of the grant hereby made, unto itself, its Ies3ee9, successors, and assigns forever, the 

right to enter by itself, its or their agent3, attorneys, and servants upon said lands, or 

qny part or parts thereof, at any and all times, for the purpose of opening, developing, 

drilling and working mines or wells on these or other lands and taking out and removing 

dherefrom all such oils, gases, coal, ores, minerals, fissionable materials and fossils, 

and to that end it further expressly reserves out of the grant hereby made, unto Itself, 

its lessees, successors, and assigns forever, the right by its or their agents, servants 

and attorneys at any and all times to erect, construct, muintain, and use all such 

buildings, machinery, roads, pipelines, powerlines, and railroads, sink such shafts, 

drill such wells, remove such soil, and to remain on said lands or any part thereof for 

the foregoing purposes and to occupy as much of said lands as may be neceasary or 

convenient for such purposes hereby expressly reserving to itself, its lessees, 

successors, and assigns, as aforesaid, generally all rights and power in, to and over 

said land, whether herein expressed or not, reasonably necessary or convenient

to render beneficial and efficient the complete enjoyment of the property and rights 

hereby expressly reserved.

Provided, however, no rights shall be exercised by Alaska, its lessees, 

successors or assigns, until provision has been made by Alaska, its lessees, successors 

or assigns, to pay to the owner of the land, upon which the rights herein reserved to 

Alaska, its lessees, successors, or assigns are sought to be exeiciseJ, full payment for 

oil damages sustained by said owner, by reason of entering upon said land; provided, 

that if said owner for any cause whatever refuses or neglects to settle said damages, 

Alaska, ita lessees, successors or assigns or any applicant for a lease or contract from 

Alaska for the purpose of prospecting for valuable minerals, or option contract or lease 

for mining coal or lease for extracting petroleum or natural gas, shall have the right, 

after posting a surety bond with the Director in a company qualified to do business in 

Alaska or in a form as determined by the Director, after jue notice and opportunity to

A GO 8 8 5 6 6 7



be heard, to be sufficient in amount and security to secure the said owner full 

payment for all such damages, to enter upon the land in the exercise of said reserved 

rights, and shall have the right to institute such legal proceedings In a court of 

competent jurisdiction w h e rein the land is situated,, as may be necessary to determine the 

damages w h i c h  the surface lessee of such lands may suffer.

4. The lands leased herein have been classified as shown on page 1 of this 

agreement and in accordance w i t h  the Classification Regulations, Title 11, Division 1, 

C h a p t e r  1, Subchapter 1, and any use thereof which shall be in material conflict with 

said clas s i f i c a t i o n  shall, if not remedied after due notice thereof has beer* served on the 

Lessee, constitute a breach of this lease and the Lessor may thereupon terminate same in 

accordance w i t h  provisions herein contained. The Lessor does noc warrant that by

such clas s i f i c a t i o n  the land is ideally suited for the use authorized thereunder and 

the L essor gives no guaranty, actual or implied, that the utilization under said 

c l a s s i f i c a t i o n  will be profitable.

5. All coal, oil, gas and other minerals and all deposit,? of stone or 

gravel valu a b l e  for extraction and utilization and all materials subject to Title 11, 

Division 1, Chapters Four (4), Five (5), and Six (6), Alaska Administrative Code,

as amended or as shall hereafter be amended are excepted from the operation of this 

lease. Viz: The Lessee shall not sell or remove for use elsewhere ar.y timber, stone,

gravel, peatmoss, or any other material valuable for building or commercial purposes; 

provided, however, that material required in the enjoyment of this lease may be used 

after a w r i t t e n  permit therefor has been obtained from the Ieo.»or.

6. The Lessor expressl' *-pserves the right to grant easements or rights-of- 

way across thr land herein leased . it is determined to be in the best interests of

the State to do so; provided, however, that the Lessee s h s M  be entitled to ccmpensscion 

for all improvements or crops wh i c h  are damaged or destroyed as a direct result cf such 

easement or right-of-way.

7. The Lessee shall not commit waste or injury upon the lands leased herein.

Any v i o l a t i o n  of this agreement shall not only subject the offender to civil liaDliity, 

but upon conviction thereof he may be fined in any sum r.ot extcrCir.g $1000.00.

8. If the lands leaded herein ore classified and levied a? grazing or 

agricultural lands the Lessee shall noc prevent or deny the lawful pursuit or the 

hunting of game or the taking of fish; provided, however, the Director, upon request 

in writing, m ay allow the lands leased herein, or porLlons thereof, to be posted to 

prohibit hunting and fishing whan it appears necessary in order to properly protect 

the Lessee and his property.

9. Should the lands herein leased lie within the jurisdiction of any 

authorized building or z.oning authority they .shall ue utilized in accordance with 

the rules and regulations promulgated by said authoiicy.

10. The Lessee shall take all reasonable precaution to prevent, and take 

all reasonable action to suppress grass, bruih and forest fires or» the land herein 

leased.

11. The Lessee shall allow the Lessor,, through its duly authorized repre­

sentative, to enter upon the leased premises, at any reasonable Lime, fee rht purpose 

of an inspection thereof,
AGO 8 8 5 6 6 8
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12. When the Lessee shall use the lands leased herein to construct any form 
of hydraulic project or employ any equipment or engage in any activity which will use, 

divert, obstruct, pollute or change the natural flow or bed of any river, lake or 
stream or that will utilize any of the waters of the State or materials from any
river, lake or stream beds, the Lessee shall, prior to the cotranencement of any such
operations, procure the approval of the Commissioner of the Department of Fish and 

Gam e  and the original or an image copy thereof shall be filed with the Lessor prior
to the commencement of such activity. >

13. The Lessee m ay assign the lands, or portion thereof, herein demised, 
provided, he first makes application to the Lessor lor a permit and the Lessor, in 
his discretion, may issue such permit if he finds it to be in the best interest of 

Alaska. Upon an assignment being granted, the assignee thereunder shail become 

subject to and be governed by the provisions of this lease in the same manner as though 

he were the original Lessee.

14. This lease may not be modified orally or in any manner other than by an
agreement in writing signed by all parties hereto or their respective successors in
interest.

1 . i'hi3 lease may be cancelled, in whole or in part, under one or more of 

the following conditions;

A. While in good standing by the imilu.w agreement in writing of the 

respective parties hereto.

B. If issued in error with respect to material facts.

C. if the leased premises are being used for an unlawful purpose.

lb. If the Lessee should defcuit it. the performance of any of the terms, 

covenants u s t i p u l a t i o n s  herein contained oi . f the regulations promulgated pursuant 

to Chapter 149, SLA 1959, as amended, and said dol.uih shall not be runedted within 

3'J da>s a. u': written notice of such default has 1 i . n scried upon the Lessee by the 

Lfcuror, the Lessee shall be subjected to such legal action as the Lessor shall deem 

% appropriate, including but not limited to, the forfeiture ot this lease. No * ^
improvements may be removed by the Lessee during any period in which this lease is In ; 

default. In the event that this lease shall be terminated because of a breach of any 

of the terms, covenants, or stipulations contained herein the annual rental payment 

last made by the Lessee shall be retained by the Lcsaoi us iquidated damages,

17. Any notice or demand which must be given or mad e  by the parties hereto 

shall be in writing, and shall be complete by sending su<h notice or demand by Uritad 

St;, cea registered or certified mail to the address shown on the lease or to such other 

address t. (he parties shall designate in writing from time to time. A copy of sr.. 

such now'. i.l.nl 1 be forwarded by the Lessci to any lienholder who has properly recorded 

his Lnteiur.t in the lease with the Lessor.

18. In the event that thin lease i t e r m i n a t e d  an herein provided, by suiamary 

proceedings or otherwise, or in the event (hat the demised lands, or any part thereof, 

should be abandoned by the Lessee during the term oi this lease, the Lessor moy 

immediately, or at any time thereafter, enter or re-enter and take possession of said 

lands, or any part thereof, and without 1j i.j lit*/ Cor i.ny drmoge therefor, remove all
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persons and property therefrom cither by sKi.ei.Ay proceedings or by a suit.! • i i 

or p r o c eeding at law; provided, however, the*' the voids "entry" and "t o - v  * v.£e.d

herein, are not restricted to their tf.n.r.icstl legal meaning. Any entry Oi r --a; .r» >• 

possession, repossession, dispossess, «...l/ni uispoi.sous ion hy the he *1*0“, >.*. . » r. hi >4 
or taken by sussnsry proceedings, or otherwise, si ill not be deemed to rr.&olvc tetiuvu, 

r e l e a s « o r  discharge the’Lessee, either in whole or in pari, rrcm any lisriJ k 1 heri-iindar.

19. Upon the expiration, tcnuln.ition or cancellation of this l«r.an c.niatr 

the sane has been renewed, the Lesson si.ail quietly and peaceably leave, urn..* 14.1.' cm! 

yield up vnto the Lessor all of the leased lsi.sii on the la»K day of the tvxar cL t*.e Louse.

20. T h e  receipt of rent by the Lessor, with or without knowledge •.£ i»ny 

breach of tha lease by the Lessee or of any default <u pure of the l.cs . •.« in 

observance or performance of any of the conditions n .Vvr«ir>ts of this letj-i,. bhs.ll 

not be deemed to be a waiver of any provision i.f tl.Lr 'easa. No failure o; "hs parr 

of the Lessor to enforce any covenant or [.revision Leri.in contained, u-..s *••.;. ..'ulvtr

of any right hereunder by the Lessor, unl.-Mr. in writing, shall d i3char.?.» ov av.vtilidato 

such terms or covenants or affect the right ui Lhc Lessor to enforce ch*. 1 -...w in the

event of any subsequent breuch c.r def.'ulr. 'ihu receipt by the Lessor o«. r.'.'t or say

other sum of money or the termination, in any manner, ot the term Cherti'* fuiiipaa, 

or after giving by che Lessor of any notice hereunder to affect such Itinji-rv.cion, 

shall not reinstate, continue, or extoml the r.raulta.it cezu. herein demit., a. -v dacri'oy.

or in any manner impair the efficacy of any -uch notice of termination hs.v>i be,as

given hereunder by the Lessor to the J.esane prior to m o  receipt of any 3 ».:o of money 

or ocher consideration, unless exp: •.*.•;.5,>:1 in writing signed «>y the ; . j s  i n  ,

21. The Lessee, after u u L a u  lo^jeot H h. s c l .il r.ns oeen fitt.vi w.d. I fie Lessor 

and prior to the commencement of such vwrfc. cn.y 1.1 . t.u ct'ediz cowaku -urr.ev or 

future rentals, provided the conlt.v.pl...'».d ........ :.> : . .1: .bid «-... : c. :'i tha. ..raa

leased herein, in the discretion ;>J i Iw 1 . .. .:U • 1 • it i... incr.u...'d 1 ̂ tu£.k>.on

to other State owned lands. The l.esau. .u..r..,rl ̂ ... i. n 1*. pruoeod ufr.h u..i va*C*i -ar 

rental credit, if granted, ahi.ll jtlpulit .- i;n l yp • m d  axtenl: o t \ ;.xOV;i,«nl », 

otandarda of construction to be follow,.! .» . * k:.«: m  .■.hi.u.n allowable r e n t u1 credit 

therefor; provided further that no «.i : .41 > 1  u ;  i 1 i.n.ro .0 .lie bun.'ce . . 1 ch<

work has been completed and the 1 I.. ». ..I ... J. cu.. ..it . ■ , 1
the proviaions of said outhor 1 ir.atn.u,

22. If, upon the expiration of this leas.*, the Lessee deal.1 is c resjf.>e 
lease on the lands, properties or l;n crests covered herein, he shall within 3;) at 

before the expiration of this lease, nj.pl Icalion to the Lessor on Foru :U.-74

entitled "Application for Renewal of Lenar," In which he mist certify 11pd.tr oath 4 .& to 

the character und value, of all the icipn v.v.wur.s existing upon the land, th* purf.oij,j for 

which he desires a renewal and such or i.e. information as the Director of tfnd alor. of 

Lands m a y  require. Along with the appl i.e. cion the applicant shall deposit a u«r.:i uquul 

to 501 of the current annual rental, if pn.vlded herein, but in no event, to exceed the 

sum of $50.00. The Lessor may thereupon lei.ui said lands In compliance with the pro­

visions herein enumerated, Chapter 160. S LA 1959, as amen-li-d, and the rules and 

regulations promulgated thereunder, allowing a proferi.net right to the Lessee hvrniu.

23. The Lessee hereunder shall, upon the expiration of this lenaie or the prior 

termination thereof by Mutual agreement., I.e. 1 1 iou.'d a prcfureuce right to ro-ltaue the 

lands leased herein if all other pert 1iic.il I'm.tov.s arc substantially equivalent. If the 

renewal lease does not require public auction the prefer mice rightholder ahall ezereIt2 
hi<* right within 30 days before the expicat ion of this laauw by written r.of ico dirrT.ttd
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to th# Leofiot And failure to do so shall result In forfeiture and cancellation of such 

p r e f e r e n c e  right. In the event that the,lease ifl subject to and is offered at public 

auction the preference rightholder shall, at the close of bidding, indicate his desire

to exercise his preference right and meet the highest bid. In the event the p r e ference . 

right holder does not elect to exercise his right and falls to do so at this time bis 

p r e f e r e n c e  right shall be forfeited and forever lost.

24. Improvements owned by a Lessee on Alaska lands shall within 60 days 

after the termination of the lease be removed by him; provided, such removal will 

not cause injury or damage to the lands; and further provided, that the Lessor m ay  

extend the time for removing such improvements in cases where hardship is proven.

T h e  retiring Leasee or permittee may, with the consent of the Lessor, sell his im­

provements to the succeeding lessee or permittee.

If any improvements and/or chattels having an appraised value in excess 

of $10,000.00 os determined by the Lessor are not removed within the time allowed, 

such Improvements and/or chattels shall upon due notice to the Lessee, be sold at public 

sale under the direction of the Lessor. The proceeds of sale shall inure to the 

LesBe.e who placed such improvements and/or chattels on the lands niter paying to 

A l a s k a  all rents due and owing and expenses incurred in making such sale. In cnee 

there are no other bidders at any such sales, the Lessor is authorized to bid, in the 

name of Alaska, on such improvements and/or chattels. The bid money shall be toKen 

from the fund to which said lands belong and the said fund shall receive all monies 

or other value subsequently derived from the sale or leasing of such improvements 

and/or chattels. Alaska shall acquire all the rights, both legal and equitable, Ihut 

any other purchaser could acquire by reason of said purchase.

T.£ any Improvements and/or chattels having an appraised v a l u e  of $10,000.00 

or less, as determined by the Lessor, are not removed within the time allowed, such 

improvements and/or chattels shall revert t<> and absolute title shall vest in Alaska.

25. If any clai'se, or pro v i s i o n 1, herein contained, shall be adjudged to 

be invalid, it shall not affect the vnluflty of any other clause or provision, ot 

thin lease cr constitute j  w uu a e of action in favor of either party as against the 
other.

It is ugrecd that the covenants, terms and agreements herein contained shall 

be binding upon the successors and assigns of the respective parties hereto,

IN WITNESS WHEREOF, the State of Alaska, Lessor, acting through the Director 

of the Division of Lands of the Department of Natural Resources, lawfully authorized 

thereunto, has caused these presents to be executed at Anchorage, Alaska, in duplicate 

and the said Leasee has hereunto set his hand, agreeing to keep, observe and perform the

rulen and regulations promulgated under Chapter 169, SLA 1959, as amended, the terms, 

conditions and provision!) herein contained, on the Lessee's part to be kept, observed! 

and performed; and executed nnld instrument, in duplicate on the 15th day of

.     Sdy
COMMISSIONER, DEPARTMENT OF NATURAL RESOURCES ™

* STATE OP A LASKAf
I

-6- LESSEE(SI
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T f ‘'?ED STATES 

• 'Stkte o£ A l a s k a  ) 88 •

THIS IS T O  CERTIFY that on the <-+£_ daY of - - .  19 '■' * .

before me, the undersigned Notary Public, personally appeared >-* . V -<• /p-V’ x>

known to me and known by me to be the Director of the Division of Lands of the Department 

of Natural Resources, and acknowledged to m e  that he executed the foregoing lease for and 

on behalf of said State, freely and voluntarily and for the use and purposes therein set 

forth.

IN TESTIMONY WHEREOF, I have hereunto set my hand and affixed my official seal, 

the day and year in this certificate first above written.

Notary Public in and forxtrfe State of Alaska 

M y  commission e x p i r V  / 'f / ,
V    SeL

UNITED STATES OF AMERICA )

State of Alaska ) s s *

THIS IS T O  CERTIFY that on this /u /  day of L L ^ . , __________ , 19 C, /
before me, the undersigned, d'^Jotary FublitT^Lp and for Alaska dtlly commissioned and 

sworn, personally appeared ( Jri-y^st,/^ ^  ( X ;  to me personally known to

be one of)the person^/described in and whojexecuted th& "within instrument and the

saitl ( C . ( *r ( A , ________ acknowledged to me that he signed and

executed' the same"'freely and voluntar^ily^or the uses and purposes therein mentioned.

IN TESTIMONY WHEREOF, I have hereunto set m y  hand and affixed my official 

seal, the day and year in this certificate first above written.

Notary Public in and for the State of Alaska 

My commission expires ^ y , ?  / ? 6  6

Approved as to Form:

Ralph E. Moody 

Attorney Ctneiai

Title Aaolatont Attorney General
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K E N T  A D J U S T M E N T S  F O R

S TATE L E A S E D  LAN DS  

1975

Per cent
A D L O l d N e w Increase
No. R e n t a l R e n t a l (Decrease)

01227 112.50 1,575 .00 1,300
5 1107 110.00 1 , 1 00 .00 900
0 2 5 3 4 6 03.50 2 5 , 5 0 0 . 0 0 4,090
01302 75.00 243.00 230
25068 100.00 380.00 280
38895 1 80.00 1 , 4 0 4.00 680
25305 1 , 4 25.00 2,886 . 0 0 ’ 103
52370 6 , 0 7 5 . 0 0 13 ,032.00 115
00273 6 , 7 8 0 . 0 0 14,400.00 112
52167 9 70.0 0 9 , 6 0 0.00 890

522.09 195.00 2,040.0 0 946
52168 8 3 0.0 0 8 , 5 0 0 . 0 0 924
50738 1,400.00 5 , 2 8 0 . 0 0 277
44569 175.00 350.0 0 100
4 9723 150.00 6 05.00 303
41417 225.00 670.00 198
5 0 5 9 8 50. 00 630.00 1,160
00775 1,000.00 2 4 , 9 6 0 . 0 0 2,396
17103 1,000.00 1 8 , 8 00.00 1,780
51238 145.00 1,680 . 0 0 1,059

51515 160.00 1,680.00 950
51621 180.00 1 , 4 10.00 683
5 1 4 2 8 220.00 1,770.0 0 704
5 0938 190.00 1 , 9 40.00 921
51065 2 10.00 1,700 .00 709
4 6 4 7 3 60.00 2 60.0 0 333
4 6 4 7 4 60.00 2 60.0 0 333
52177 150.00 180.00 20
52182 250.00 285.00 14
21477 4 5 . 0 0 265.00 489

52185 300.00 320.00 7
51147 4 0.00 170.00 325
52422 40.00 1 70.00 325
52421 40.00 170.00 325
52137 75.00 175.00 133
52186 75.00 175.00 133
52190 4 0.00 100.00 150
521.91 100.00 6 80.00 580
5 2 7 1 4 4 0.00 1 6 5.00 312
52208 80.00 100.00 25



Ufthfc AUjliiitinfehtA tor
iJLato L e a s e d  Lands, 19 7 5

P o l * C o n t
A D L Old N e w Inctea

No. R e n t a l R ental ( D e c r e e

52205 50.00 220.00 340
5 2 1 9 4 150.00 100.00 (50)
52192 • 250.00 235.00 (6)
50172 155.00 755.00 387
5 0688 75.00 175.00 133
52199 55.00 135.00 145
2 6653 235.00 470.00 100
2 6 6 5 4 235.00 470.00 100
52179 235.00 470.00 100
52180 260.00 545.00 110

52170 325.00 5 75.00 77
52365 125.00 2 45.00 96
52430 125.00 245.00 96
52213 315.00 325.00 3
52171 150.00 295.00 97
52172 150.00 295.00 97
5 2 2 1 3 315.00 295.00 (7)
5 2 1 7 4 160.00 325.00 103
50587 150.00 385.00 157
50588 145.00 325.00 124

5 2703 40.00 100.00 150
4 5008 65.00 2.400.00 3,592
4 0 0 1 4 220.00 2,430.00 1,005
45586 80.00 150.00 88
45585 460.00 675.00 47
26511 1,000.00 5 , 5 25.00 452
4 6 6 2 8 140.00 1 ,180.00 1,100
4 6620 160.00 1 , 6 20.00 912
4 6383 110.00 600.00 445
49755 125.00 390.00 212

25956 125.00 390.00 212
4 7 4 1 4 150.00 834.00 456
4 9 0 6 0 250.00 702.00 181
22.348 260.00 390.00 50
24099 215.00 420.00 95
36015 180.00 250.00 39
2 1928 1,260.00 10,920 .00 767
0 1380 1,190.0 0 3,552.00 198
51395 820.00 3,054.00 272
00889 2,600 . 0 0 5 , 9 76.00 130

0 1 3 0 8 7,170.00 1 0 , 0 1 4 . 0 0 40
4 9685 145.00 1,260.00 769
49 795 175.00 1 , 5 00.00 757
25988 240.00 275.00 15
26269 165.00 190.00 15

- 2-
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RENT A D J U S T M E N T S  F O R  

STATE L E A S E D  LANDS 

1976

A D L
No.

71326
22526
22525
2 2 6 5 4
50603
22652
44351
4 4350
4 6483
0 2380

39877
30489
26632
32919
31328
54326
54331 
54365
54332 
40806

54345
54346
54347 
54349
54333
5 4 3 3 4
54335
54336
54337
54338

54339
5 4340
5434154342 
32128 
32065 54344 
54351 
03045 
03042

Old
R e n t a l

360.00
175.00
95.00
85.00

155.00
100.00
80.00

110.00
880.00

1 , 0 0 0 . 0 0
240.00

1.835.00
1 . 0 2 0 . 0 0

120.00
175.00
165.00
2.05.00
225.00
355.00

200.00
175.002 1 0 . 0 0
190.00
260.00
250.00
105.00120.00 110.00
145.00

2 1 0 . 0 0  
2 0 0 . 0 0
280.00
270.00
115.00
115.00
160.00
4 30.00

3.985.00
2.925.00

N ew
Rental

3.500.00
2.150.00
3.360.00
1.192.00

840.00
4 . 3 50.00

438.00
744.00
750.00

6.540.00

2.280.00
2.350.00
6.900.0 0
2.760.00

840.00
910.00
910.00
950.00
950.00
690.00

550.00
550.00
550.00
575.00
665.00
6 90.00
605.00
605.00
625.00
690.00

690.00
690.00
690.00
690.00
690.00
665.00
635.00
8 70.0 0

32.800.00
2 2.360.00

Per Cent 
Increase 

(Decrease)

497 
1,820 
1,155 
. 888 
2,706 

338 
830 
582 
643

128
879
276
171
600
420
452
363
322
94

175 
214 
162 
203 
156
176 
476 
404 
468 
376

228
245
146
156
500
478
297102
723
664

A G O  88 5 6 7 5



A D L O l d N e w P e r  Cent
No. Rental R ental In c r e a s e

03050 9 9 0.0 0 7,400.00 647
53595 1,775.00 11,760.00 562

03041 1,340.00 9, 3 60 .00 598

03049 700.00 6, 1 60 .00 780
51395 8 2 0.0 0 6, 1 60 .00 651
03040 8 2 0.0 0 6, 1 60 .00 651

03059 8 2 0.0 0 6, 1 60 .00 651
03070 950.00 7,000.00 637
47382 680.00 5, 0 00 .00 635
03058 1 , 0 10.00 6, 6 80 .00 561

03067 700.00 5 , 1 60.00 637
0 3044 8 , 4 9 5 . 0 0 75,440.00 788

4 7378 1 , 7 20.00 1 4 , 4 00.00 737
4 7598 3, 2 60 .00 2 7 , 3 60.00 739
03051 1,410.0 0 1 3 , 6 80.00 870
03062 1,635.0 0 13,680.00 737

03071 1, 4 10 .00 1 3,680.00 870
03069 800.00 6, 0 00 .00 650
03066 1,745.00 1 1,600.00 565
03063 945.00 6, 6 00 .00 598

03048 9 45.00 6, 6 00 .00 598
03068 945.00 6, 6 00 .00 598
03073 9 45.00 6, 6 00 .00 598
03039 1,425.0 0 10,280.00 621
03052 2, 4 9 0 . 0 0 18,400.00 639
03102 3,955.00 28,64 0 . 0 0 624
03064 1,305.00 9 , 1 2 0 . 0 0 599
03104 930.00 6,520 . 0 0 601
49686 1,835.00 13,240.00 622

57237 1,835.0 0 13,240.00 622

03065 3,670.0 0 2 6 , 4 8 0 . 0 0 622

03057 3,665.0 0 27,040 .00 638
03053 890.00 6,640.00 646

30 74 6 9 1 5.0 0 6,880.00 652

03043 9 1 0.0 0 6 , 6 80.00 634
47983 135.00 1,300.00 863
49430 175.00 1,400.00 700

47809 175.00 1,450.00 728

49172 120.00 1,300.00 983
46499 270.00 1,650.00 511
53444 140.00 1,200.00 757

- 2 - AGO 88 5 6 7 6



R e n t  A d j u s t m e n t s  for 
S t a t e  L e a s e d  L a n d s , 1 9 7 6

A D L
No.

27894
27948
50816
50669
47776 
36315
47777
47778 
35199 
47775

41843
46609
47151
00037

O l d
R e n t a l

135.002 0 0 . 0 0
40.00
40.00
42.00
40.00
40.00
40.00
40.00
42.00

40.00
72.00
90.00 

700.00

New
R e nta l

155.00
230.00
180.00 120.00 100.00 100.00 100.00 100.00 100.00 100.00
100.00100.00
100.00

5,250.00

Per c t 
I n c r e a s e 

(Decrease)

15
15

350
200
138
150
150
150
150
138 t
150
3911

650

- 3 - AGO 8 8 5 6 7 7



T h e  H o n o r a b l e  Giry >!artin DAT6: J u n e  h ,  1 ^ 7  (j

C o m m i s s i o n e r  *••••. . . . . .
T'aoartr.enb o f  N a t u r a l  R e s o u r c e s  F:-E N0:

TELEPHONE NO:

A VTH JH  M . G R O S S  s u 3 j e c t : V a i v e r  o f  r e a p p r a i s a l
A T T 0 2 M S Z  G EN E71A .L  . . .  a  cl j u s t  c e n t  o r  r e n t

R o d g e r  V .  P e g u e s  
A s s i s t a n t  A t t o r n e y  G e n e r a l

- • * .

. v  ... T h i s  i s  f u r t h e r  t o  t h e  o p i n i o n  o f  J u n e  1 ,  l-97o, 

b y  A s s i s t a n t  A t t o r n e y  G e n e r a l  R e e v e s  on t h i s  s u b j e c t ,  

i n  t h a t  o p i n i o n ,  w e  a d v i s e d  t h a t  you w e r e  w i t h o u t  . a u t h o r i t y  

under, t h e n  e x i s t i n g  la?/ t o  g r a n t  a b l a n k e t  w a i v e r  of' a l l  

r e n t a l  i n c r e a s e s  e x c e e d i n g  1 0 0  p e r c e n t  w h i c h  w a s  r e q u e s t e d  

b y  t h e  A l a s k a  L a n d  c L e a s e  O w n e r’s A s s o c i a t i o n *  S i n c e  t h a t  

o p i n i o n  w a s  w r i t t e n ,  n e w  l e g i s l a t i o n  w a n  a d o p t e d  i/hich f u r t h e r  

r e s t r i c t s  y o u r  a u t h o r i t y  to g r a n t  a  w a i v e r *  X’C C S  S C S H 3  139- 

A 5  3 3 . 0 5 . 1 0 5  h a s  b e e n  axrended to d e l e t e  t h e  X 

l a n g u a g e  a u t h o r i s i n g  a  w a i v e r  o r  e x t e n s i o n  o f  r e a p p r a i s a l  

‘•’w h e n  d e v e l o p m e n t  o f  t h e  l a n d  is not o t h e r w i s e  p o s s i b l e  due 

t o  s p e c i a l  c o n d i t i o n s” a n d  t o  p r o v i d e  f o r  an e x t e n s i o n  o r
• * 1, * ‘

w a i v e r  " o n l y  I f  r e s i d e n t i a l  d e v e l o p m e n t  a c t u a l l y  o c c u r s ,

a n d  o n l y  i f  it Is n e c e s s a r y  f o r  o b t a i n i n g  p r i m a r y  l o n g - t e r m

f i n a n c i n g . "  As a r e s u l t  o f  t h e  a m e n d m e n t , t h e  D i r e c t o r  o f
% *

t h e  D i v i s i o n  o f  L a n d s  n a y  n o w  g r a n t  a  v/aJLvcr o r  l e n g t h e n

A G O  88 5 6 7 8



A L A S K A  L A N D  & L E A S E  O W N E R S  A S S O C IA T IO N

Mm[: ■'■ ' '■ • %  -j ■ jMfca^ih;f^Vfc\̂ k̂ u. ... - ;. ■

J  : i  *

**»«•

The Chairperson’s Report Number 3 To The Members

During the past several months, the Alaska Division of Lands has reappraised a number of leases, 
In many cases the lease^Tees have been set at such ridiculously high rates, that many Alaskans will have to
give up their leases and, insome instances, sacrifice substantial investments that have been made in 
improvements. For example, some of the leased property reappraised in 1975 has had the lease payments 
increased over one thousand percent (Yes, 1,000 %). We, of course, have no way of knowing what future 
increases o ther leasees may face, when additional leases reach the five year mark. Sufficient to say, only a 
few Alaska State leases have incorporated a clause limiting the increase in lease payments every five years.

Because of this situation, and other inequities, which effect investments in land purchased or 
leased from the State of Alaska, the A.L.A.L.O.A. was formed to present the case of all Alaska land and 
lease owners to  the Alaska Division of Lands, the Commissioner of Natural Resources, the Governor and 
the Legislature.

Our specific goals are to:

1. Obtain from the Division of Lands, a moratorium and subsequent reduction in payments on those 
leaseholdings which have been reappraised and now require increased payments far beyond the fair 
value of the lease.

2. Establish a vehicle whereby the Alaska Land & Lease Owners Association is able to assist the State 
of Alaska in obtaining better use of State of Alaska lands for all Alaskans.

3. Encourage distribution of Alaska State Lands thru a planned program of sale and lease of 
additional parcels of land, to both present and future Alaskans.

4. Bring about more equitable formulas for taxation of Alaska fee lands and leaseholds.

5. Encourage the multiple use o f Alaska land.

We are pleased to report that some progress has been made toward our first goal, the reevaluation 
of leasehold land programs and that our fourth goal, equitable formulas for taxation of Alaska fee lands 
and leaseholds has met with limited sucess.

No matter what, we do need your continued support if we are to form chapters is other parts of 
Alaska and if we are to continue these programs. We urge you to make ever effort to seek new members, 
who will join their voice to ours in helping to make Alaska a fine home for all of us to enjoy.

Ask one friend today. If you have not already done so, fill out the nttached membership form, 
enclose your check for $25.00 and pass to our treasurer. Please join now.

Respectfully*

WMM:ih
William M. Mack, Chairperson

.STAIt I tO U TK IIOX 27& I  - W AKII.I .A .  A I . A S K A  W M 87  • T K t .K P IIO N K :  0 0 7 -8 0 2 -U 2 R O  - T K I .K X :  0 ! ) 0 - 2 r i - 1 3 2
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Ô A-lCkst* dJ-C*-



Michael C.T, Slreotor

triviaion of Lando 
32> &j*t Avenue 
/achor«^o# Alt 99501 AT?£/.L

< :•

tubjeoti Land Lease 2-COJ066-5* Lota 1 urit 2# lllook 10* >ir«t Addition to 
AlaaJca Iuduatrial LutSiviai.cn* Aaohora^o, .duaka

> •

I ten herewith appealing the exorbitant incrouBo of r;y leneohald rant— fro? I 1,7^5*00 
per year to v ll#6CO«OOl I on {..roteotiu£ tnio for the fallowlag reaoon&x«» ] i

1* 1 think It Ja not le~*l and v^ry unfair* Our lo^oe olonrly atntoe (tir.d thle w&a
tho *mpre»»ion rivon uo at tifco of the auction tnUoJ that the jysfchod of *"ofippfttiulnij' 
w i l l ^ y  ca-.pnrini:n to other ror.nul values of l«nda in a lilw area and atw»« o u t o  
of l»prcvcnar.t oura was at tho tlao of original Is u b o * quotes—

"ouoh fayctenta to b© s u b je c t  to  uiljuetaftenk At each f i v e  year In t e r v a l  f r c n  the 
e f fe c t iv t*  tint© horoof* I f  the Ioaxjq term hereof &xc.oor:» f i v e  y«..ra# ouch adjuatamnt
Y n  Vva i i i '  M ll)  r i f l ' f . w l l v  II.lr> n  tt W!m*r»*6 < unt* « n « i : x l  v*«* r-*..l; 1 u f l l i i A  /t?’ l a m l  <t a  t* nf*

AwiaSaw slaf

afc«i thee a lends wore auctioned wr.d le»ved* they »t>ro In heavy growth of birch,, eprueo 
r «  underbrush and h*d to be clot.red, loveled, top so LI removed end gravel baelcf illtxl, 
row .is and tit ill tie* brought In* T* oven h.ul our m m  culvwrte put In along the roadway*

..rw ’, ni using such r. row l&ac b&aia for your A'.rraittul?

2. it appewro to t« « prer.oditatod ’’land grabw to t«;c» the loaa.i3 buck* elnoo y ou 

advi«o in ctdvuztoe that t he I iviaioj;. of Land* l a r o h i b i b e d "  free grunting fr.oy 

> cntui.ttifXiO (which ».ao bean acne in the p&et) m.d y o u  are rttioia& triu r<c-nt too 
hig h  for poople to otuy in ov.uincan*

j.1* it takoa tin " .jc'c of Clod” to extend tbo rent due* I should think you would nowi 

G o d * s  yoraleelan for y ou to siuko au o h  an unroul ralso In rent*

Innrovod inrtd withUtilitio* Ir.« rwauy for a buildiri;-;# runtc for IQ/ par #h« ^t* per 
yoar, in a /^od location* You are trying; to crjtr£« t<«i U$/ after *>r nv»vo e.ud« all 
the lnjirovaranta* >-1000*00 a worith would rent n ̂ oat anop* inc2u<»Jnh utilliticc** 
h'm oon wa pay that for land only7

1** I cenaultod your opjirniacr end I f«ol that th# f o m . l u  uaod nn<l the "few" ov«r*rlood

projjortlea lw> u»«d aa a coi;){*rleon (*»lr*>K/.'; davaloped) ar- neither fr-lr nor leg,a I.

I eloo vn* advieod by t in that the “vtwto a.fl« In tho leasix:^ bu«;Jnaoa to cake » o

M u c h  profit k b po8aihl«»***4in<l if we er.y profit it would r.evo to frczi bulldlnrfl,
etc*,'’ or w. ds to that offeot* ht tho rwnt you arc trying to cf-artc**«who could

build or iieico nr.y profit* ieo>‘l« euu or.ly pay oo irach* thoro 1» u  liciio***ar.d *t,

thia ront rato- the ltuid is rujt oven anl>*wblo. ho one In hl« rl/,ht ;.ir.d would 
our loaee know in u no ccruld r.e\or liwve u d«K9<ied titlo «i:d lookir.;.; Xorwnrd to u future

/ •. c. vaj t*a y»v.\i •
.0 »iicl

AGO 885681



1,* (continued)
of jiiaocurity ar.cl continual fire year hussies.

*.o understood at the tlas* of purchase that wo oould not own thoeo lar.da, that
during the iifotiwr of tho leaatf wo would probably pay as nuch rent as it rould
coat to purchase it* however, at: did r.ot eapeot to have to pay tho purchase
r.rlcio over and ovor during tho tor.'a of our laaso* ’

•

bloat of the leaseholders *ro long tir.e Alaskan oitiions who lore thoir state and hare 
helped pioneer one settle and dovolop thio country*

ho have worked hard for tho goud of Alan** and at the tin© we leased these lands, wo 
had good faith that cur vovornaent would koop It*a word— and oould be trusted-»but things 
liko this are bsginaing to zsako uo doubtful* »*e aro beooasing very disooursgod as v,oll 
ae older— trying to keep up with all tho coning ordinances, ruloa and rostrlotiens and 
ocst of living, oto*, nud oopoeiallytJiifl new ntthod of interpreting tho land lews to 
suit your favor*

'./readiness .la driving away soao of the big inventors, t\ro you new starting on tho anull 
ones ?

ilossa rsoonaidor tho so appraisalo er.d gat b a c k  to a feasible and workable plan as 
beforo* Thank you*

2 0 1 K uorsails l-rlvo 

Anchorage, $91/03

•ion* J a y  J. batuvuid, uovornor 

C v i Offlea of tho uoveroor, J u n e a u
C oranisioi.or, i opertiVint of Natural *eBource:i 

.oKcoholdors Association

Jincoroly,

n

Junes .,* M g s  too, Jr. ( /  lS

i
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ALASKA LAND AND LEASE OWNERS ASSOCIATION

A num ber of Alaskans have leased State  land from the Alaska Division of Lands. Most 
leases were written for a period of fifty-five years with renewal rights, subject to appropriate 
application and approval.

During the past year, ADL has reviewed the rental rates on a num ber of lots and parcels and, 
in some cases, has raised them over 1000%. others at a lesser rate but most increases seem 
excessive. Much of this land is in the Matanuska-Susitna Borough.

We recognize that there has been a great deal o f  speculation on fee simple land in the 
Borough because of the publicity a ttendant to the Capitol relocation. These speculative 
values, however, do not necessarily apply to lease lands. However, we have been informed 
by ADL personnel that the new rental rates have been arrived at by appraising a limited 
num ber >f fee simple parcels (not leased parcels), estimating their sales value and taking 
6% of that figure as the annual rent.

A.S. 38.05.105 says “ rental paym ent is subject to adjustment at five-year intervals and 
charges or adjustments shall be based primarily on a reappraised annual rental value” i.e. 
no t  sale value.

There is no direct relation between the value of a title and the value of a lease, particularly 
when most rural land in Alaska is undeveloped. The situation differs with apartment rentals 
whereby when the supply is short and demand great rental value increases, but even there 
Governor Hammond has set up rent control boards to limit rent increases to a reasonable 
amount.

There are many reasons whv a State leasehold cannot be equated to a title. Let me cite a few:

1. Bank financing is virtually unobtainable on lease land because of then  j
uncertainties associated with the “ five year ad justm ent”  clause.

2. Renewal o f  lease is not assured at end of a 55 year period.

3. Use o f  land may be limited at A D L’s discretion.

4. No equity accrusos in the property .

In regard to point No. -1, most rural fee simple property could be purchased in a ten to 
twenty year period outright at or close to many o f  the new Stale rental fees and, most 
im portant, a great deal of rural land is available for fee simple purchase from individual 
owners, reducing the relative value o f  State Lease Lands, in view of the long term 
unpredictability of State Lease paym ent levels and absence o f  any accrued equity after long 
term lease.
« . . • • • >~» •- ■ «... • >*»•«(. rm. •• *—-.<• • • . • « » « . •  i  .  M *r‘ ■<> « A A m __
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Page 2

We feel that ADL’s method for adjusting lease rentals is not a fair or a correct procedure 
and, in fact, is in violation of State Statutes. We also feel that the procedures being used, 
particularly the "five year clause”  deny much needed tax revenue to local governments. 
Putting the problem on a personal basis, many Alaskans will be forced to terminate their 
State leases, give up h o p e s  for planned development, and sacrifice valuable improvements 
if the present policies and reappraisal m ethods are no t improved.

We recommend several possible solutions:

1. Lands could be sold outright rather than leased.

2. Lands could be leased with an option to purchase at end of five years.

3. Rental could be:

a. Fixed for the fifty -f'.ve year lease period with leasee charged a percentage 
of any gain realized.

b. Increased annually at a fixed rate such as five percent.

e. Increased at the inflation or recession rate reflected in the Consumer 
Price Index.

The members of theAhiska Land ami [.ease Owners Association will appreciate and remember 
any positive action that can be taken on behalf o f  all State Land Leaseholders.

We appreciate you already having taken time to hear our views.

Respectfully Submitted:

W illiam  M. Mack
Chairman, Hoard o f  Directors
Alaska Land and Lease Owners Association

AGO 8 8 5 6 8 4
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B o x  7 4 0
W a o i l l a ,  A l a s k a  9 9 6 0 7  
J u n e  19, 19 7 6

G o v e r n o r  J a y  H a m m o n d  
J u n e a u ,  A l a s k a  9 9 8 0 1

D o u r  G o v o r n o r  H a m m o n d *

I r e q u e s t  an a p p o i n t m e n t  w i t h  y o u  t o  d l o o u a s  m y  state l a n d
l e a s e  4A D L  9 0 3 0 4 5 - 3 .  i

Ii
At a u c t i o n  i n  1 9 5 6  I b i d  a n d  w o n  t h i s  l e a s e  - l a n d  w h i c h  w a s  
n r o v i o u o l y  r e n t e d  f o r  50 o o n t s  an a c r e  - f o r  a b o u t  $ 1 0 0 0 . 0 0  
p e r  year, w i t h  f u l l  r e a l i z a t i o n  t h a t  e v e r y  f i v e  y e a r s  i t  
w o u l d  be r e a p p r a i s e d ,  as t h e  l e a s e  s t a t e * ,  " t o  r e p r e s e n t  t h e  
t r u e  a p p r a i s e d  r e n t a l  v a l u e  o f  tho l e a s e d  ar e a " .  It  h a s  
i n c r e s n a d  fifccedilys I p a i d  $ 3 , 9 8 5 , 0 0  f o r  the y e a r  1975.

A b o u t  a w o o k  n<jo I r e c e i v e d  n o t i o n  th a t  t h e  n o w  l e a s e  a p p r a i s a l  
w i l l  bo $ 3 2 , 8 0 0 . 0 0  p e r  y e a r  - a p p r o x i m a t e l y  0 5 0  p a r  c o n t  i n c r e a s e !

I at:' o n e  of  m a n y .  A g r o u p  o f  l e a s e h o l d e r s  m a d e  a n  a p p o i n t m e n t  
to d i s c u s s  t h i s  w i t h  Mr. S m i t h ,  the D i r e c t o r  o f  t h o  L a n d s  
D i v i s i o n ,  w h o  w o u l d  n o t  see u u  w h a n  w o  a r r i v o d .  W c  d i d  t a l k  to 
Mr. B r u c e  A c k o r s o n ,  t h o  c h i e f  a p p r a i s e r ,  w h o  w a s  v e r y  n i c e ,  and 
i ympithotic, n n d  u n a b l e  t o  h e l p ,  lie e x p l a i n e d  t h a t  d u o  to s o m e­
o n e *  i n t e r p r e t a t i o n  o f  the law, " f a i r  p r i c e "  h a e  b o o n  c h a n g e d  t o  
" f a i r  m a r k e t  p r i c e " ,  t h o r o b y  i n c r e a s i n g  t h o  a n n u a l  r e n t a l  2% in 
a d d i t i o n  to  a nevr m a r k e t  a p p r a i s a l  v a l u o .

To v i e w i n g  t h e  S t a t e *  side, p e r s i s t e n c e  o f  t h i n  r e n t a l  p o l i c y  
w i l l  u n d o u b t e d l y  m o k o  r a - l o a n i n g ,  o r  l o a n i n g  o t h e r  la n d n ,  v e r y  
n o g J U g a b l e .  A l a o ,  t h o  l i n k s  w i l l  b o  e x t r e m e l y  h o o i t o n t  t o  l o a n  
m o n i e s  Cor b u i l d i n g  *■ e i t h e r  o r  b o t h  o f  w h i c h  w i l l  i n c u r  l e s s  i n  
taxes. I n o t i c e  t h o  M a t - S u  B o r o u g h  l a n d  a u c t i o n  J u n o  2 6 t h  s t a t e s  
tho ltiuu* a m o u n t  is n o t  s u b j e c t  to roa?>prPisal. T h o  h i g h e s t  b i d  
e s t a b l i s h e s  the a n n u a l  r e n t a l  f o r  t h e  55 y e a r  t e r m  o f  t h e  lease.

in v i e w i n g  r.ty side, I am  a n  A l a s k a n  s i n c e  1941, w i t h  c o n t i n u a l  
r e s i d e n c y  e x a e p t  ray y o a r o  i n  s e r v i c e  f r o m  1 9 4 3  to 1946. T h e  l a s t  
t w o n b y  y e a r s  I ' v e  v/orkad t o  i m p r o v e  t h i s  l o n a o d  l a n d  a n d  n o w  h a v e  
s e v e r a l  s u b s t a n t i a l  b u i l d i n g s ,  t h o  I o w e  t h o  b a n k  o v e r  $ 4 0 0 , 0 0 0 . 0 0 .  
X h a v e  w o r k e d  n n d  p r o v i d e d  f o r  l n c r o a e e a ,  o u c h  an t h e  M u n i c i p a l i t y  
o f  A n c h o r a g e  t a x  b i l l  w h i c h  in $ 2 0 , 0 0 0 . 0 0  t h i s  year* a m o d e s t  
rairte t h a t  is t o l e r a b l e .  B u t  w h o  o f  u s  c a n  a f f o r d  050 p o r  c e n t  
i n o r e n a o o ?

I fool q u i t ©  our® it la n o t  t h e  i n t e n t  o f  t h e  S t a t e  t o  b a n k r u p t  
mo, n y  l c a o a h o i d i n g  neighbor**, o r  m y  t e n a n t o .  I a p p r o a c h e d  
u e v e r a l  o f  m y  t o n a n t a  w h o  w o r e  o u t r a g e d  a t  tho a m o u n t  I w i l l  h a v e  
to i n c r o n s o  t h e i r  re n t s .  W i t h  o n l y  o n e  e x c e p t i o n ,  t h e y  i n f o r m e d
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G o v e r n o r  H a m m o n d  P a g e  two
J u n o  19, 1976

m a  t h e y  w i l l  h a v e  t o  m o v e  o n  o r  g o  o u t  o f  b u s i n e s s .

N o r  d o  I b e l i e v e  i t  is the i n t e n t  o f  t h e  s t a t e  t o  s h o w  bias; 
t h o u g h  w o  aro a w a r e  t h a t  j u s t  d o w n  t h o  s t r e e t  B o b  P e n n e y  a n d  
the T e a m s t e r s  U n i o n  are l o a s o i n g  l a r g e r  t r a c t s  o f  land, o f  
g r e a t e r  v a l u e ,  f o r  p e n n i e s ,  w h o r e  w e  a r o  p a y i n g  d o l l a r s .  B o b  
P e n n e y s  a v e r a g e s  a b o u t  $ 7 5 0 . 0 0  p e r  a c r e  a n d  t h e  T e a m s t e r s  h a v e  
g. b e t t e r  d e a l  ye t .  M i n e  a v e r a g e s  o v e r  $ 1 9 , 0 0 0 . 0 0  p e r  acre.
H o w  c a n  t h i s  b o  j u s t i f i e d ?

• i •

W q w h o  h a v e  p a i d  m a n y  t i m e s  t h o  o r i g i n a l  v a l u e ,  h o l d  it, a n d  
I m p r o v e d  it s h o u l d  b e  e n t i t l e d  t o  j u s t i c e .  I n a t o a d ,  for o u r  
e f f o r t s ,  t h e  S t a t e  h a s  s e e n  f i t  to i m p o s e  a h i g h l y  i n f l a t i o n a r y  
and u n f a i r  r e n t a l  fee, t h e r e b y  n o t  o n l y  t a k i n g  b a c k  t h o  p r o p e r t y  
b u t  a l s o  o u r  e n t i r e  i n v e s t m e n t  in t h e  l a n d  a n d  a l l  i t ' s  i m p r o v e­
m e n t s ,  a n d  l e a v i n g  l e a s e h o l d e r s  o f  t w e n t y  p l u a  y e a r s  w i t h  
i n s u r m o u n t a b l e  d e b t s .

It s e e m s  i m p o s s i b l e  that*, t w e n t y  y e a r s  o f  w o r k  a n d  i n v e s t m e n t  
o n  bo w i p e d  o u t  w i t h  o n e  s t r o k e  o f  a p e n  - in t h i s  c o u n t r y !  
P a r t i c u l a r l y  so, w h e n  it d o e s  n o t  a p p e a r  b e n e f i c i a l  to the 
f.tate Gover n m e n t ,  o r  h e r  r e o i d o n t  A l a s k a n s .  T h i s  m a y  c r e a t e  
m o r e  d a m a g e  t h a n  t h e  1964 e a r t h q u a k e ,  t o  t h o s e  o f  us i n v o l v e d  
J.n both.

F l e a s e  c o n s i d e r  m y  r e q u e s t  f o r  an  a p p o i n t m e n t  t o  d i s c u s s  t h i o  
w i t h  yon,. S w i l l  b e  a n x i o u s l y  a w a i t i n g  y o u r  reply.

S i n c e r e l y ,

J o e  W i l h o u r  
B o x  740
Waelll a, A l a s k a  9 9 6 8 7  

P h o n e  3 7 6 - 6 6 0 1
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DIVISION OF U N O S ,  323 E. «TH AVENUE. ANCHORAGi 99501

June 25, 1976

L eon T. B r o w n  

.. 91 M o u n t a i n  V i e w  Dr.

A n c h o r a g e ,  A l a s k a  99504 , Q ^4—

a

/
8  o  X  / S'

Re: A D L  0 3 0 3 9  - L ease o f  A l a s k a  Land £  0 ' X 2  &  &

D ear Mr. Brown;

A f t e r  c o n s i d e r a t i o n  of tlie late m a i l i n g  o f  y o u r  q u a r t e r l y  b i l l i n g  

n o t i c e  for the p e r i o d  0 5 - 0 2 - 7 6  to 0 8 - 0 2 - 7 6  / y o u r  n e w  rental

r a t e  of(^2570.00 p^ r  q u a rter, b a s e d  upo n  o u r  r e a p pr a i s a l ,  will be c o m e 

e f f e c t i v e  fob the q u a r t e r  b e g i n n i n g  0 8 - 0 2 - 7 6  • As y o u  have made  

p a y m e n t  at the p r e v i o u s  rate no f u r t h e r  p a y m e n t  w i l l  be due 

u n t i l  0 8 - 0 2 - 7 6  .

Y o u r  n e x t  q u a r t e r l y  c o u r t e s y  b i l ling, w h i c h  w i l l  r e f l e c t  our 

r e a p p r a i s a l ,  w i l l  be m a i l e d  to yo u  in the u sual manner.

No e m p l o y e e  o r  o f f i c i a l  o f  the D i v i s i o n  o f  Lands ha s  the a u t h o r i t y  

to g r a n t  an e x t e n s i o n  of time for the m a k i n g  of p a y m e n t s .  The 

C o m m i s s i o n e r  o f  the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  is the only  

p e r s o n  w i t h  a u t h o r i t y  to d o  so, a n d  his p o w e r  is l i m i t e d  to cases 

w h e r e  "war, riots, or a cts of God "  h ave x ^ o v e n t e d  t i m e l y  payment.

V e r y  truly yours,

M I C H A E L  C. T. SMITH, D I R E C T O R

M i r k , 4  J f d A t r s
By R o b er t a  Staats, A c c o u n t i n g  T e c h n i c i a n  I

A G O  8 8 5 6 8 T  ^



D e a r  E d i t o r :

I am o n e  o f  the " f o r t u n a t e "  S t a t e  l a n d  l e a s e h o l d e r s  w h o  ju s t  
r e c e i v e d  an 850 p e r  c e n t  i n c r e a s e  in rent. P o s s i b l y  t h i s  is 
a l i t t l e  i n f l a t i o n a r y  a s  I n o w  h a v e  to i n c r e a s e  m y  t e n a n t s  
r e n t  a n d  t h e y  i n  t u r n  w i l l  h a v e  t o  r a i s e  t h e i r  p r i c e s  to the 
c o n s u m e r .  B u t  t h a t ' s  t h e  w a y  it g oes.

I
I w o n d e r  if t h i s  w i l l  r e q u i r e  an i m p a c t  s t a t e m e n t ?  M y  l e a s e  
la n d  c o u l d  b e  m o r e  v a l u a b l e  t h a n  P r u d h o e  Bay, tho I h o p e  the 
S t a t e  d o e s n ' t  s p e n d  t h e  m o n e y  b e f o r e  I p a y  it.

T h e  L e g i s l a t o r s  s h o u l d  g e t  b u s y  a n d  t h i n k  w h a t  t h e y  are g o i n g  
to d o  w i t h  all t h i s  m o n e y .  T h e  S t a t e  s h o u l d  be a b l e  to b o r r o w
e n o u g h  to g e t  t h e m  t h r o u g h  t h e  b u d g e t  c r i s e s  for the last
s e s s i o n ,  a n d  t h e y  c a n  i n c r e a s e  t h e i r  e m p l o y e e s  so A l a s k a  w i l l  
h a v e  n o  m o r e  u n e m p l o y m e n t .  O r  t h e y  c a n  m o v e  the C a p i t a l .  
P o s s i b l y  t h e y  c a n  l e a s e  all o f  A l a s k a  and b u y  the U n i t e d  
S t a t e s  - and t h e n  l e a s e  it! O r  w e  c o u l d  p a y  o f f  t h e  N a t i o n a l  
D e b t  as a f r i e n d l y  g e s t u r e .  Or m a y b e  the S t a t e  s h o u l d  c h a n g e  
t h e i r  l e a s e  p o l i c y ?

C a n  t h e s e  f i g u r e s  be  c o r r e c t ?  My  c a l c u l a t o r  ran o u t  of spots.

If t h e  r e n t  p o l i c y  r e m a i n s  the p r e s e n t  rate, I w i l l  p a y  the
S t a t e  a l e a s e  r e n t a l  o v e r  t h e  n e x t  40 y e a r s  $ 3 2 , 8 0 0 . 0 0  X 40 = 
$ 1 , 3 1 2 , 0 0 0 . 0 0 .

H o w e v e r , if the S t a t e  d e c i d e s  to  r a i s e  the r e n t  the s a m e  850 
p e r  c e n t  e v e r y  f i v e  y e a r  p e r i o d ,  I w i l l  p a y  the f o l l o w i n g :

A t  tho e n d  of the f i r s t  five y e a r s  $ 1 6 4 , 0 0 0 . 0 0
A t  the e n d  of the s e c o n d  f i v e  y e a r s  1 , 3 9 4 , 0 0 0 . 0 0
At tho e n d  of the t h i r d  five y e a r s  1 1 , 8 4 9 , 0 0 0 . 0 0
At the e n d  of the f o u r t h  fi v e  y e a r s  1 0 0 , 7 1 6 , 5 0 0 . 0 0
A t  the e n d  of the f i f t h  fi v e  y e a r s  8 5 6 , 0 9 0 , 2 5 0 . 0 0
At t h e  e n d  of the s i x t h  f i v e  y e a r s  7 , 2 7 6 , 7 6 7 , 1 2 5 . 0 0
At the e n d  of the s e v e n t h  five y e a r s  6 1 , 8 5 2 , 5 2 0 , 5 6 0 . 0 0
A t  t h e  e n d  o f  the e i g h t h  f i v e  y e a r s  5 2 5 , 7 4 6 , 4 2 4 , 7 6 0 . 0 0

W h i c h  t o t als: $ 5 9 5 , 8 4 5 , 9 2 6 , 1 9 5 . 0 0
F i v e  h u n d r e d  n i n e t y - f i v e  b i l l i o n ,  e i g h t  h u n d r e d  f o r t y - f i v e  
m i l l i o n ,  n i n e  h u n d r e d  t w e n t y - s i x  t h o u s a n d ,  o n e  h u n d r e d  n i n e t y -  
five d o l l a r s !  F o r  le s s  t h a n  t w o  acres!

T h e  s t a t e  o w n s  640 a c r e s  - S e c t i o n  16 - in the A n c h o r a g e  area.
If all of  th i s  w e r e  l e a s e d  at  t h e  s a m e  r a t e  the S t a t e  c o u l d  
c o l l e c t  O n e  h u n d r e d  n i n e t y  t r i l l i o n ,  s i x  h u n d r e d  f o r t y - f o u r  
b i l l i o n ,  fi v e  h u n d r e d  t h i r t y - f i v e  m i l l i o n ,  six h u n d r e d  t h i r t y -  
n i n e  t h o u s a n d ,  f o r t y  D o l l a r s .  ( $ 1 9 0 , 6 4 4 , 5 3 5 , 6 3 9 , 0 4 0 . 0 0 )  A n d  
j u s t  f r o m  S e c t i o n  16 for the n e x t  40 years.

A n y o n e  w a n t  to b u y  a S t a t e  l e a s e ?  I m p r o v e m e n t s  extra, of  c o u r s e
J o e  W i l h o u r

A G O  8 8 5 6 8 8  — Y  7 4n M a n i l l a  AlncV-> OQ ^ P
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J u l y  13, 19 7 6

M a r s h a l l  K. C o r y e l l

A T T O r t N K Y  A T  L A W  
T H A N ' i A M p  r ^ l C A  ' i f t C  • . l l l l . O I N ' j  
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A r.1;

T h e  H o n o r a b l e  G u y  R. M a r t i n
C o m m i s s i o n e r
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s
P o u c h  M
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: M y  C l i e n t s :  D o n  H. C l a r k ,  3 e t h  C l a r k ,  D. C r a i g  C l a r k
a n d  B o n n i e  C l a r k  
S u b j e c t  L a n d  L e a s e  Mo. 0 2 2 6 5 2 - 5  
C u s t o m e r  I.D. No. S 0 7 5 9
T e r m  o f  L e a s e :  M a y  6, 1 9 6 4  to M a y  3, 20 1 9  
P r o p e r t y  D e s c r i p t i o n :  U n i t  L - 1 2 : L o t s  1, 2, S 1/2
N E  1/4, SE  1/4 o f  S e c t i o n  4, T o w n s h i p  2.4 N o r t h ,
R a n g e  4 W e s t ,  S e w a r d  M e r i d i a n ,  c o n t a i n i n g  3 2 1 . 3 7  
a c r e s .  S u b j e c t  to r i g h t  o f  w a y  r e s e r v a t i o n  CO f e e t  
in w i d t h  a s  d e s i g n a t e d  o n  t h e  r e c o r d s  of  t h e  D i v i s i o n  
of  L a n d s ,  S t a t e  of A l a s k a .

D e a r  M r .  M a r t i n :

Mr. C r a i g  C l a r k  a n d  I c o n f e r r e d  w i t h  Mr. B r u c e  A t k i n s o n ,
C h i e f  A p p r a i s e r  of D i v i s i o n  o f  L a n d s  a s h o r t  t i m e  a g o  r e g a r d i n g  
t h e  a b o v e - e n t i t l e d  l e a s e  a n d  a n o t h e r  l e a s e  a l s o ,  1 t h i n k  
a b r i e f  r e c i t a t i o n  o f  the b a c k g r o u n d  o n  this m a t t e r  m i g h t  
be o f a s s .i. s t a n e e :

T h e  l e a s e  w a s  e n t e r e d  i n t o  o n  or a b o u t  M a y  6, 195-', a r c  the 
o r i g i n a l  l e a s e  p r o v i d e d  t h a t  the a n n u a l  l e a s e  r a t e  w o u l d  
b e  $ 4 0 . 0 0  p a r  a n n u m .  In or  a b o u t  1969, the a n n u a l  l e a s e  
r a t e  w a s  r e - a p p r a i s e d  a n d  r a i s e d  to  $ 1 5 5 . 0 0  p e r  ar.num.

J n  1 9 7 6  t h e  D i v i s i o n  r e - a p p r a i s e d  t h e  l a n d  a n d  r e a s s e s s e d  
t h e  a n n u a l  l e a s e  r e n t a l  to  t h e  s u m  of  $ 4 3 5 0 . 0 0  p e r  y e a r .
T h e  f i r s t  q u a r t e r l y  i n s t a l l m e n t  o f  $ 1 , 0 3 7 . 5 0  d u e  cn or  a b o u t  
M a y  10, 1 9 7 6  h a s  b e e n  p a i d .

T h e  o r i g i n a l  a g r e e m e n t  c l a s s i f i e d  t h e  l a n d s  a s  a g r i c u l t u r a l  
o n  p a g e  1 of t h e  a g r e e m e n t .  A l s o ,  o n  p a g e  1 o f  the l e a s e  
a g r e e m e n t  t h e r e  is the w o r d i n g  " n o t e  s p e c i a l  p r o v i s i o n  or. 
p a g e  e i g h t  of t h i s  a g r e e m e n t . "  P a g o  3 of  the l e a s e  a g r e e m e n t  

' p r o v i d e s  as f o l l o w s :
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T h e  Honorable. G u y  R. M a r t i n  
J u l y  13, 19 7 6  
P a g o  2

"It j.s u n d e r s t o o d  a n d  a g r e e d  eh: x . r t l n s
t h a t  the r o n c a i  oi: $ 4 0  .GC p a r  nr...-.,< .-:L;... rutnaia 
m  sv.roi’r. f r o m  tho tiav.o ot cnis a r . .■•.. , M k ' 6, 
1 9 6 4 ,  f o r  <r. f i v e  (5) y e a r  n o t i o n ,  oodi.no M  y u, 
1969. O n  o r  before, the 6 t h  clay o.' M a y , -IPG-), t h e  
L e s s o r  s h a l l  r e - a p p r a i s c  t h e  r a n d s  h a r a . n  l e  jed 
a n d  t h e  a n n u a l  r e n t a l ,  for tho b a l a n c e  of the least 
term, s h a l l  t h e n  b o  a d j u s t e d  to r e f i e c c  ar. a n n u a l  
r e n t a l  p r e d i c a t e d  u p o n  the t h e n  c u r r e n t  f a i r  m a r k e t  
v a l u e  of the l a n d s  h e r e i n  l e a s e d .

It is t h e  i n t e n t  o f  t h i s  p r o v i s i o n  to p e r m i t  the 
L e s s e e  d u r i n g  t h e  f i v e  y e a r  p e r i o d  of r e d u c e d  
r e n t a l ,  to c l e a r  the l a n d  a n d  a c c o m p l i s h  s u c h  
o t h e r  p r e r e q u i s i t e s  a s  s h a l l  be n e c e s s a r y  r o  
b r i n g  the .land, o r  p o r t i o n s  t h e r e o f ,  in no 
c u l t i v a t i o n  a n d  t h e r e b y  m a k e  i t  e c o n o m i c a l l y  
f e a s i b l e  f o r  t h e  L e s s e e  t o  p a y  a r e n e a l  p r e d i c a t e d  
u p o n  the m a r k e t  v a l u e  of a g r i c u l t u r a l  l-.r.ds in 
the a r e a ."

T h i s  l a n d  w a s  c l a s s i f i e d  a s  U n i v e r s i t y  l a n d s  rosi the b egi» 
a n d  t h e  b i l l i n g s  for s e v e r a l  n u m b e r  o f  y e a r s ,  s p e c i f i c a l l y  
i n d i c a t e d  t h a t  the l a n d s  v/ero U n i v e r s i t y  l a n d s  .ad c l a s s i f : 
as a g r i c u l t u r a l .  11 A A C  5 8 . 1 2 0  e n t i t l e d  S c h o o l  L a n d s  a n d  
U n i v e r s i t y  7,ands p r o v i d e s  a s  f o l l o w s :

" (a) S c h o o l  l a n d s  or  u n i v e r s i t y  l a n d s  w h e n  
c l a s s i f i e d  a s  a g r i c u l t u r a l  l a n d s  m a y  be  l e a s e d  
a t  a r e n t a l  o f  n o t  l e s s  t h a n  £ 0 . 1 0  p e r  a c r e  for 
the f i r s t  f i v e  y e a r s  o f  a l e a s e  a w a r d e d  co the 
h i g h e s t  b i d d e r  a t  p u b l i c  a u c t i o n  for <_: t e r m  of 55 
y e a r s  or l e s s .  A t  t h o  e x p i r a t i o n  o f  the f i r s t  
f i v e  y e a r  t e r m  the l a n d s  so l e a s e d  s h a l l  b e  
a p p r a i s e d  a n d  t h e  l e s s e e  s h a l l  p a y  the t h e n  
c u r r e n t  f a i r  m a r k e t  r e n t a l  o n  t h e  l e a s e d  l a n d  f o r  
t h e  b a l a n c e  o f  t h e  t e rm. S u c h  a p p r a i s a l  s h a l l  n o t  
c o n t e m p l a t e  t h e  i m p r o v e m e n t s  m a d e  b y  the l e s s e e  
d u r i n g  the f i v e - y e a r  p e r i o d .

(b) T h  p u r p o s e  o f  t h i s  p r o v i s i o n  is to m a k e  it 
e c o n o m i c a l l y  f e a s i b l e  f o r  a l e s s e e  to d e v e l o p  
a g r i c u l t u r a l  l a n d s  t h a t  a r e  n o t  a v a i l a b l e  for 
p u r c h a s e .  (Eff 7 / 1 / 6 0 ,  Re g .  l ; a m  8 / 1 5 / 6 4 ,  Reg.
1 7 ;am 3 / 2 0 / 6 6 ,  Reg. 22)"
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T h e  H o n o r a b l e  G u y  R. M a r t i n  
J u l y  13, 1976 
P a g e  3

•/
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It a p p e a r s  t h a t  u p o n  o u r  r e v i e w  of  t h e  l e a s e  ag 
a n d  t h e  s u p p o r t i n g  r e g u l a t i o n ,  t h a t  it  w a s  the intent: o 
D i v i s i o n  to c o m p l y  w i t h  t h i s  r e g u l a t i o n  w h e n  t h e y  g r a n t  
o r i g i n a l  lease. S i n c e  o n e  r e - a p p r a i s a l  p e r i o d  has g o n e  b y  
is Mr. a n d  M r s .  C l a r k ' s  p o s i t i o n  t h a t  n o  f u r t h e r  =-re-apprai 
a r e  in o r d e r  o r  in f a c t  a l l o w e d  b y  l a w .  For t h e s e  r e a s o n s  
M r .  a n d  Mrs. C l a r k  w i l l  n o t  m a k e  a n y  a d d i t i o n a l  p a y m e n t s  a 
o u r  i n t e r p r e t a t i o n  of t h e  l e a s e  a n d  r e g u l a t i o n  d o e s  n o t  r e  
t h e m  to m a k e  s u c h  i n c r e a s e d  p a y m e n t s .  In f a c t ,  t h e  l e a s e  
p a y m e n t s  a r e  p r e p a i d  t h r u  m i d - y e a r  o f  1932.

B a s e d  u p o n  t h e  f o r e g o i n g  w e  w o u l d  r e q u e s t  b e i n g  a d v i s e d  o f  
p o s i t i o n  oi t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  in o r d e r  c 
w e  m i g h t  t a k e  a p p r o p r i a t e  l e g a l  a c t i o n ,  if 
a p p r e c i a t e  y o u r  r e s p o n s e .

C l a r k  a n d  B o n n i e  C l a r k

c c : Mr. & M r s .  D o n  H. C l a r k  y'
2 7 3 1  V a l l e y  F o r g e  C i r c l e  
A n c h o r a g e ,  A l a s k a  9 9 5 0 2

Mr. B r u c e  A t k i n s o n  
C h i e f  A p p r a i s e r  
D i v i s i o n  o f  L a n d s  
A n c h o r a g e , A l a s k a  9 9 501

M r . J a m e s  N . R e e v e s  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
3 6 0  "K" S t r e e t  
A n c h o r a g e ,  A l a s k a  9 9 5 0 1

y

S i n e

M a r s h a l l  ...
A t t o r n e y  for D o n  li. C l a r k  
a n d  B e t h  P. C l a r k  a n d  D. C r a i g

, it
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United States Government?" First.* 
let ui realize that corporations are cur 

rently only paying ab ou t 1 5 %  of all 

tax revenues a n d  the National Dividend 

Plan sponsors feel this p r o g r a m  v/ould 

be instituted over a five year period 

with phasing at 20%  increase per year. 

T h e  results w o u l d  boost personal i n c o m e  

tax sufficiently to cover the loss of the 

corporate taxes. O f  course, this is 

based u p o n  n o  increase in federal 

spending.

W h a t  are the benefits? Ac c o r d i n g  

to N  D  P , the following w o u l d  occur:

1) A  big c h u n k  of extra purchasing 

p o w e r  for every family in the nation.

2) T h e  yearly dividends spent for g o o d s  

and services, or p l u n k e d  into savings 

accounts, should increase production, 

create jobs, a n d  give wo r k e r s  a direct 

stake in the success of A m e r i c a n  b u s­

iness; all business, n o t  simply a w o rk e r s  

o w n  employer.

A N O TH ER  W A Y , LE A SED  LA N D

3) T h o u s a n d s  of families receiving $ 1 5 0 0 '

5r m o r e  a year w o u l d  be lifted above! 

the poverty line. Welfare rolls w o u l d  be! 

■educed, thereby lessening government!, 

ipending at a federal, state, a n d  local 

evels. T h e  g o 3l of the p r o g r a m  is to! 

educe g o v e r n m e n t  spending. Individuals 

leeding special help still w o u l d  get itl 

iccording to N  P  D  sponsors, bu t ne ed 

vould diminish as family i n c o m e s  g r e w 

Ihrough the Dividend Plan.

H o m e  builders, w o u l d  this t y p e / 

of p r o g r a m  be wo r th w h i l e  to sponsor? 

In m y  opinion, it w o u l d  be  a step in the 

■fight direction because it w o u l d  e n c o u r ­

age support of the free enterprise system 

throughout this country. Further, it 

w o u l d  give each a n d  every registered 

voter in the Un it ed States additional 

tax-free disposable i n c o m e  with w h i c h  

to invest, or increase his standard of 

living. M o r e  particularly it w o u l d  aid 

in getting welfare rccipricnts off the 

rolls. C o u l d  w e ,  as an organization, 

not support such a p r o g r a m ?  It s e e ms  

to m e  that this is an  adequate challenge 

to change o u r  tax structures.

b y  W i l l i a m  S c hl e ge l ,  B r o k e r

Fo r several years, A n c h o r a g e  has 

experienced a large annual increase in 

housing costs. W hi le a g o o d  portion of 

these costs have c o m e  f r o m  inflation 

in the labor field a n d  in material cost, 

the largest single contribution has be e n  

the increases in the cost of land a n d  

its d e ve lo pm ent .

In the last five years the land 

cost has increased ab ou t 20%  per 

year. In 1970, g o o d  builder lots re­

tailed for $ 10, 00 0.  T o d a y ,  the s a m e  

quality lot, if y o u  can find it, goes for 

S 2 0 . 0 0 0  to $2 2, 000 . T h e  land devel­

oper w h o  converts r a w  land into usable 

city size lots (ie 9 0 0 0  ft2) invests 

appr ox imately $ 1 3 , 5 0 0  to provide 

water, sewer, paving a n d  fire hydrant- 

to each lot. T h e s e  costs d o  no t include 

such niceties a.< street lighting, electri­

city or telephone service.

T h e  obv ious solution to these 

spiraling costs is to reduce the building 

size a n d  or reduce the lot size to obtain 

m o r e  density. A s  an alternate in nov a­

tive, realtor-builder t ea ms have be e n  

endeavoring to provide better living 

a n d  cost control b y  m o r e  imaginative 

use of the land through t o w n  h o u se  

a n d  c o n d o m i n i u m  d e v e l o p m e n t s  u nd e r 

the Municipality planned unit devel­

o p m e n t .

A  third attraction o n  reducing 

sales price has b e e n  the leased land 

co nc ept  that w a s  pioneered in Hawaii

r
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(continued f rom Page 4)
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w h i c h  has pr o v e n  to be so  useful there. 

Probab ly  the m o s t  successful project 

of this type has be en  J a m e s  W o n g ' s  

1 4 4  unit Mt. V e r n o n  C o m m o n s  C o n ­

d o m i n i u m  project in A n ch o r a g e .  Mt . 

V e r n o n  C o m m o n s  c o m b i n e d  imagin­

ative land use, the saving in construction 

inherent in c o n d o m i n i u m  c o m m o n  

wall construction concepts, a n d  the 

reduction in land cost through leasing 

an d  the "near fee o w n e r s h i p "  created 

b y  this 7 5  year lease.
T h e  cost advantages of leased land 

are that y o u  substantially reduce 

y o u r  m o n t h l y  p a y m e n t  yet y o u  enjoy 

the s a m e  basic land use that y o u  w o u l d  

experience if y o u  o w n  the land o u t­

right (ie in fee simple). In m o s t  aspects 

a 7 5  year lease is t a n d a m o n t  to fee 

o w ne rs h i p because y o u  control the land 

for over t w o  generations. W h e n  y o u  

r e m e m b e r  that our co u nt r y is only 200 
years old, 7 5  years represents over 

a third of the lifetime of our country.

W h e n  an o w n e r  b u y s  a h o m e ,  

y o u  p a y  for it ou t  of his h o m e  loan at 

current m a r k e t  rate. If y o u  have a 9'/2%  

loan, a n d  y o u r  lot costs y o u  $ 20 ,000, 

y o u  w o u l d  p a y  $ 1 6 8 . 0 0  per m o n t h .  

If y o u  leased the s a m e  property at the 

typical basic 8%  lease, y o u r  m o n t h l y  

cost w o u l d  be $ 13 3. 00 , a $ 3 5 . 0 0  per 

m o n t h  saving. In addition to this, 

y o u r  purchase price should be reduced 

b y  $ 20,000 thereby reducing y o u r  

d o w n  p a y m e n t  b y  $2,000.00. M a n y  

times these costs reductions m a k e  the^

h e o f f i o t o r

FIREPLACES
STEA M BA TH S  -  SA UNA S  

•

L IG H T W E IG H T  
FA C ING  M A T E R IA L S
H E A R TH  M A T E R IA L S  

■

LOG L IG H T E R S

difference in qualifying for a loan.
A s  the b u y i n g  public b e c o m e s  

m o r e  k n o w le d ge a bl e  a b o u t  leasing c o n­

cepts , w e  can expec t to see m o r e  s o p h­

isticated uses of leasing, F o r  the first 

time w e  n o w  see the leased land 

concepts used o n  single family- 

O n e  builder offering this ty pe of p u r­

chase option is F o r e m o s t  H o m e s .  

Their C r e s t w o o d  project offers V A  

acre heavily treed estate sized tracts 

off Birch R o a d .  Be ca use  of the tract 

size, all h o m e s  are h i dd e n f r o m  each 

other a n d  offer a n  unusual park-like 

setting for rural living within fifteen 

mi n ut e s f r o m  t o w n  a n d  w it h a sub­

stantial reduction in purchase price.

Buyers; y o u  o w e  it to yourself 

to b e c o m e  familiar with the lease 

co nc e p t because of the financial b e n e­

fits of such purchases.
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An o rd inance  ou t l in ing the ground 
ru les fo r  in it ia t ive  and referendum 
petitions h a s  been amended and 

"approved by  the Anchorage  Assem- 
^ ; - . :.b ly , V: * ’
^?V-> .T he  o rd in a n c e  sets down the  ̂
• ' " ' ^ . a c c e p t a b le  p r o c e d u r e  f o r  the 
■£/*_: pe t i t f r r t /w h ich  a r e  the f i rs t step fo r  

c i t i z e n  r e p e a l  o r  enactment o f 
'ordinances. ; J :. ‘ . .  \  • • . •
N U N D E R  T H E  "R E V IS E D  ordinan- 

;‘ce, ind iv idua ls  have  SO days from  the 
; date when .the petit ion was first'cir- 

•‘Aj'-'.'culated to p ro cu re  the  num be r ol sig-• ■" -> -» 1 i * . • »*.*• 2..wv-; V * *- • • • * . * * .% . 1 - .•
- **</.’•• ‘ • •' * \
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Mountain V i e w  leaseho lders  who 
. . - . t ; .a re  up se t  b y -  s u b s t a n t i a l  rent 
'V y  increases w i l l  have  a  chance to 

v 1.appea l at a h e a r in g  probab ly  in 
>„• rnid-October, M ike  Sm ith , .director 

■ of the S ta te  D iv is ion  of Lands, satd 
g : ,  Tuesday . > • '

•; The Lands D iv is ion  wi l l send its

v.

1 '

,« *»» v- . * •* ' 
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sawEoill
propose

n a t u r e s  n e e d e d .  U n d e r  the  
m un ic ip a l .ch a r te r ,  a petition must 
be signed by  a t  leas t  10 pe r cent of 
the number o f  v o te rs  casting ballots 
at the last r e g u la r  m a y o ra l  election: 

Some ind iv idua ls  have  been vocal 
Ir  ttteir. e r i t i c rm  o f  the new time 
nm it , c l a im i r g  it m akes  petition 
requ irements m ore -d i f f icu l t  torn, e e t , . 
p o t e n t i a l l y  l im i t in g  c itiren pa r ­
t icipation, • . f . v - - * *

However at T u e sd a y ’ s assembly 
meeting, m un ic ipa l c le r k  Mary  CoN 
fey noted that the o rd inance  does not

•r3

?s ot r:.*n

JU N E A U  (A P )  -  A new sawmil l 
with a p ro je c ted  cost o f  S20 mil l ion 
has been p roposed fo r  a 60-acre site 
on the Gast ineau Channe l here.

The two-plant m i l l  planned by 
Alaska T im b e r  Co rp . o f K lawock 
would rep re sen t an in it ia l invcst- 

1 ment o f n e a r ly  SM m il l ion . Alaska 
T imbe r has estab l ished  the Alaska - 
Juneau Fo res t  P roduc ts ,  Inc., to 
build and opt .ra te  the proposed m il l .

F.D H A D ,  p r e s id e n t  o f  the 
southeastern f i rm ,  said F r iday  the 
first p lant w i l l m i l l  rough t imbe r nnd 
lips lo r  expo rt  to J a p an .  The second 
m il l , equipped with n laner«  »•” » ^

appeal
standard wa rn ing  le tte rs ' scon to 
some 30 le aseho ld e rs  on industria l 
tracts in M ounta in  View who paid 
their rent last mont. . at old rates in 
protest o f  the inc reases .

TH E  W A R N IN G  L E T T E R S  also 
notify leaseho lde rs  o f the right to 
appeal, and Sm ith  said a hearing 
will be set up a f t e r  responses from  
the warning le t te r s  indicate how 
rnany peop le in tend to appeal.

L e a s e h o ld e r s  in the  A la sk a  
Industr ia l Subdiv is ion , a state lease 
a rea  between C om m e rc ia l  D rive 
and Mountain V iew D r iv e ,  were met 
with ren ta l in c rease s  of 800 pe r cent 
and m o re  when the state reap ­
praised the t rac ts  and sent out bills 
due in e a r ly  August.

The leases a re  fo r  55 yea rs , and 
the state reapp ra is e s  them every 
five y e a rs .  This y e a r ,  rent on those 
leases up fo r  r e a p p ra is a l  rose more 
d ram a t ic a l ly  than e v e r  before.

■ " •• • • * \ + # 
set a t im e l im i t  . on ‘s tarting a.-" 
p e t i t i o n ,  t e c h n i c a l l y  a l low ing - * 
individuals to repea ted ly -a ttempt to ,  
g a th e r  the- n e c e s s a r y . signatures ' 
within any  g iven 90 -day  t im e framer -*P 

" I  th ink- 90 dayS is a -happyv* 
m ed ium  ,7 . .  C o f f e y :  s a i d . ’ " I f  the • 

re fe rendum is not v a l i d , : there is no V- J 
t im e l im i t  o q  ■ s ta r t in g  m o t h e r - ; ' • 
petition fo r a r e f e r e n d u m . "  : 'V-.-

A S 5 E M 3 L Y M A N  B e q  Mai>Sh 
agreed, say ing . " I f  s eem s  that only ;
2 0pe rcen t  of v o te rs  gcrto thepqUs. I f  ; 
>-ou can't get those 10 p e r  cent" in 90 
days, t h e n - i t ' s  not a v e r y  good ; 
petition.*' ' " ,  .• "y. >**_

A n o t h e r  a m e n d m e n t  to. 'the 
re ferendum p ro cedu re  rem oves  fha ’ -;- 
a s * ; e m b ly ' s  j u r i s d i c t i o n  o v e r - [  
whether a petit ion is acceptable ."- 
U nd e r  the o r i g i n a l  O rd inance , 
in d iv id u a ls  cou ld appea l to t h e ‘ 
assemb ly  if the mun ic ipa l c lerk- .■ 
rejected the ir petition.- ".••■"V 

However the a s s em b ly  Tuesday . .^ ; ; ” 1 
amended that p rov is ion  .to send the 
appeal d i rec t ly  to the supe r io r  court. • •

ASS EM  3  LY  P R E S ID E N T  Dave 
Rose introduced th.e amendmen t , ’. ' 
s ay ing  p e t i t i o n s .—  which were  ' '  
p robab ly  s ta r ted  out o f dissatisfac-- • 
tion with some a s s em b ly  action — . ' 
should be kept c le a r  o f  the polit ica l '• 
proce:>s. ’ • ' , . ’'?*'

The o th e r m a jo r  amendm en t in - - t  
t h e  o r d i n a n c e  r e m o v e d  th e  • ' 
requ irement that petit ions embrace- ’ .
" on ly  a s ing le  com p rehens ive  sub* 
j t c t . "  " , i

Although Co f fey  to ld the assemb ly  1 
th e  p a s s a g e  w a s  in tend ed  to  
encourage conciseness In petitions,' 
assembly m em be r  T ony  Knowles 
questioned how a sub jec t cou ld be 
both s ingu lar .an i l c om p reh en s iv e . . ’• ' 

"W ou ld  that we cou ld  by ord innn 
ee give the en t ire  com m un ity  c la r i t ; 
by v irtue o f o rd in a n c e , "  he said. "  
would endorse it w ho le h e a r ted ly . "

* S i - 8 1 1 3 J  S l t r t l v g  I i 3 3 8 s 1 o 5 l o n  -i
3 rd Annu al 5 } odmoldars IMeeJlng |

i r : n ^ D‘i:/*73ria3-
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LEGISLATIVE AFFAIRS AGENCY

September 10, 1976

The Honorable Ja lmar M. Ke r t tu la  
Box Z
Palmer, Alaska 99645 
Dear Senator K e r t t u l a :
Attached p lease f ind  a d r a f t  l e t t e r  to Commissioner Martin which we have 
prepared f o r  your s ignatu re .
We hope th i s  covers the sub jec t  matter adequate ly . However, should you 
wish to be more d e ta i le d  and e x p l i c i t  regarding the su r face le a s ing 
r e gu la t i o n s ,  o r  i f  you want t;o have the matter handled c!i f f e r e n t l y ,  
p lease advise us.
We aro a l s o  enc los ing ce r ta in  back-up data and working notes which wa 
u t i l i z e d  to come to  g r ips with the sometimes c o n f l i c t i n g  and/or con­
fusing re gu la t ion s .  We thought they might be he lp fu l  to you.

v *

I f  there is  anything f u r t h e r  we can do, p lease l e t  us know.
S in c e r e ly ,

Elke Ka l lab  
Research Analyst

F.K: jm
Enclosures
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DRAFT: F.lke Ka l lab
9/10/76

Dear Commissioner Mart in:

While in ve s t ig a t ing  p ro tes ts  o f  leaseho lde rs  regarding recent ren t  
inc reases ,  i t  has come to my a t ten t ion  that the regu la t ions  gc.^. ning 
su r face leas ing  p o l i c y  o f  the s ta te  are f requen t ly  not on ly confusing 
and outdated, but a l s o  con t rad ic to ry  and incons is ten t .

As chairman o f  the Administrat ive Regulation Review Committee I am 
wr i t ing  to you to determine what the Department o f  Natural Resources 
p lans to do to r e v i s e  i t s  regu la t ions to bring them in to  compliance with 
ex i s t ing  s t a tu t o r y  a u th o r i t i e s  and to s tandardize them so they are
cons is ten t  and can be more r e ad i l y  understood.

Fol lowing is  a l i s t i n g  o f  some o f  the areas which appear to be in need 
o f  a t t e n t i o n ,  p a r t i c u l a r l y  as they apply to su r face leas ing o f  s ta te  
land s .

I .  The v a r i e t y  o f  express ions and phrases used throughout Chap­
te r  53 to e s tab l i s h  the ren ta l  p r ice  o f  s t a t e  leased lands i s ,
to say the l e a s t ,  confusing and open to erroneous in te rp re ta t ion
Mere is a sampling:

f a i r  market va lue
appra ised p r ice  determined by d i v i s i o n
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Only f a i r  market va lue i s  de f ined .  I t  is  not su rp r i s in g  that 
leaseho lde rs should be in disagreement with the D iv i s i o n  of 
Lands over what c e r t a in  wording means. There is no reason why 
the language cannot be uniform and cons is ten t  throughout , j u s t  
as there is  no reason why s ig n i f i c a n t  and spec ia l  words o r  
phrases cannot be defined in o rder to prevent misunderstandings 
and arguments over what means what.

Related to the above are the d i f f e rence s  o f  d e f i n i t i o n s  fo r  
va r ious c l a s s i f i e d  lands. For instance , d e f i n i t i o n s  o f  
g raz ing ,  m a t e r i a l ,  m ine ra l ,  p r iv a te  r e c re a t i o n ,  pub l ic  re c rea ­
t ion  and timber lands in Chapter 52 are not the same as in 
Chapter 58. Why should the same lands be defined d i f f e r e n t l y  
in d i f f e r e n t  chapters?

Along the same l i n e s ,  c l a s s i f i e d  lands a v a i l a b l e  f o r  l e a s ing ,  
such as i n d u s t r i a l ,  u t i l i t y ,  and watershed lands , are not even 
defined iri Chapter 58, al though Chapter 52 s ta te s  tha t  they 
may be leased " in  accordance with regu la t ions  issued as 
Chapter 5 3 . . . "
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3. Another de f ic iency which app l ies to severa l regu la t ions  is  
th a t  the au th o r i t i e s  c i ted  are genera l instead o f s p e c i f i c .  
Sec. 4 4 .6 2 .0 4 0 (b )  sta tes that " . . . c i t a t i o n  o f  sp ec i f i c  
s t a tu t o r y  sect ions being implemented, in te rp re ted  o r  made 
c l e a r ,  s h a l l  f o l l ow  the t e x t  o f  each regu la t ion  subm i t ted . . . "

By not r e f e r r i n g  to the s p e c i f i c  s t a tu t o ry  au th o r i t y  i t  is  
most d i f f i c u l t  to determine where the s p e c i f i c  au tho r i ty  f c r  
the regu la t ions  derives from.

An ex c e l l e n t  example o f  the above problem can be found in 
11 AAC 5S.520 which c i t e s  as a u t h o r i t i e s :

3 8 .0 5 .0 2 0  - au th o r i t i e s  and dut ies o f  the commissioner
o f  the Department o f  Natural Resources.

3 3 .0 5 .0 3 5  - au th o r i t i e s  and dut ies o f  the d i r e c t o r  o f
*

the D iv is ion  o f  Lands
38 .0 5 .0 7 5  - leasing procedure

However, the above regu la t ion  dea ls  with the per iod ic  ren ta l  
adjustment o f  leased lands f o r  which a sp e c i f i c  s ta tu to ry  
au th o r i t y  e x i s t s ,  namely 3 8 . 0 5 . 105 -pe r iod ic  ren ta l  ad ju s t ­
ments .

Regu la t ion 11 AAC 53.370 is another example where the spec i f ic  
a u th o r i t y  should be c i ted .  (AS 3 3 . 0 5 . 1 3 5 )

I s trongly urgo t i n t  ^ u: a p p l i c a b l e  s p e c i f i c  s t a t u t o r y  a - ; . L o r -
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i t i e s  be c i t e J  with each r e gu la t i o n ,  along with the general 
a u th o r i t i e s  provided f o r  in Sec. 4 4 . 6 2 . 0 4 0 (b ) .

m
4. I t  seems to me tha t  regu la t ion  11 AAC 53.120 c l e a r l y  needs to 

be rev ised .  As the regu la t ion  p resen t ly  reads , f o u r  l e a se ­
ho lders who show lease agreements with spec ia l  p rov is ions  
regarding the times t h e i r  leases can be reappra ised have a 
qu i te  reasonable case aga ins t  the D iv is ion  o f  Lands. Since 
there i s  no s p e c i f i c  s t a tu t o ry  au th o r ' t y  f o r  regu la t ion  
11 AAC 58 .120 ,  i t  appears that a t  the time the fou r  leases 
ware issued the in ten t  o f  the Department o f  Natural Resources 
(D iv i s i on  o f  Lands) was to grant these leaseho lde rs  specia l 
p r i v i l e g e s .  Otherwise, why w r i te  a separate regu la t ion  to 
make i t  poss ib le ?  I f  the p rov is ion  in the regu la t ion  is  
i l l e g a l  as has been ru led  by the a t to rney  gene ra l ' s  o f f i c e ,  i t  
should be rev ised a t  the e a r l i e s t  oppor tun i ty .

v

The above examples are but a few o f  the areas which appear to be in need 
o f  a t t e n t i o n .  I suspect that r e v i s i on s  and up-dating f o r  a l l  o f  f i t i e  11 
is  in o rde r .

I would apprec ia te being advised as soon as poss ib le  how soon and how 
ex ten s iv e ly  you intend to pursue the matte r .

S in c e r e ly ,

Jay K e r t tu l a
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Surface l o s i n g  Regulat ion \ •

11 AAC 5S
(The in ten t  o f  the su r face leas ing regu la t ion  is  
" to  insure the equ i tab le  leas ing o f  AK land in 
a manner tha t  w i l l  encourage development f o r  

i t s  h ighest and best u s e " . )
Regu l a t ion  11 AAC 53 .040 (b )  - Prefe rence Right Grazing Lease 
and Forest  Serv ice Permit tee Lease - s ta tes  that "the d i r e c t o r  
s h a l l  o f f e r  the land f o r  leas ing to the permit tee f o r  not l e s s  
than i t s  f a i r  market va lue . . . "
Regula t ion 11 AAC 53 .660 (b )  -  Prefe rence Rights -  t a l k s  about 
"how land under pre fe rence r igh ts  is to be leased "a t  an appraised 
p r ice  determined hv the d i v i s i o n " .
Regu la t ion  11 AAC 58 .660 ( c )  ( 3 )  -  P reference Rights - s t a t e s  
tha t  land.’ ( leased  under prefe rence r igh ts  f o r  the unexpired 
term o f  the le a s e )  i s  to be leased "a t  an annual r e n t a l  to be 
predicated on the f a i r  market va lue o f  ( s a id )  l a nd s " .  This i s  
on lands which have been c l a s s i f i e d  agr i c u l t u r a l  .
Regu la t ion  11 AAC 53 .120 -  School Lands & U n iv e r s i t y  Lands -  
r e f e r s  to "cu r ren t  f a i r  market ren ta l  . . "
Regula t ion 11 AAC 53 .370 -  Public and Cha r i tab le  Use - s t a t e s  
that s ta te  lands may be leased " f o r  le s s  than appraised va lue" 
as determined by d i r e c t o r  and approved by commissioner to any 
s t a t e ,  fe d e ra l  o r  p o l i t i c a l  subd iv is ions ,  o r  pub l ic  s e rv ic e  o r  
func t ion  prov id ing agency ( u t i l i t y ) ;  a l s o  c h a r i t a b l e  and non­
p r o f i t  o r g a n i z a t i o n s - - a l 1 o rgan iza t ions  exempt from fe d e ra l  
income tax.

v .The d i r e c t o r  may decide, a t  his d i s c r e t i o n ,  the annual rent  
cons ider ing the f in anc ia l  resources o f  the ap p l i c an t  f o r  Jthe 
l e a se ,  but such ren ta l  may ba "no le ss  than onp percent o f  
f a i r  market v a lu e " on lands p r im a r i l y  acquired f o r  deve lop ­
ment, o r  "no le s s  than 5,; o f  the f a i r  market va lue on schoo l ,  
u n i v e r s i t y ,  mental hea l th o r  acquired l a nd s " .
Regu la t ion 11 AAC 58 .390 - Appraisa l - s ta te s  that no lands 
shal l be leased o r  renewed unless the land has been "anora isod" 
w ith in  90 days p r i o r  to date fixed f o r  le a s ing .  I f  lands have 
been o f f e r e d  a t  pub l ic leas ing but were not le a sed ,  then the 
land w i l l  be a v a i l a b l e  by negot ia t ion  "at no l e s s  than the 
approved appraised annual r e n t a l ", "ilo roaporaisa_]_
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ion 11 AAC - Annual -  s l ^ s ;  tha t
i.)i n i i v i i t a l s  sh -11 be co,;:p:itad f r j  ' t*:s an vw e d  : ->♦•<!
market v ; l u e " .

‘ i k .A;l c-5<v i  Adjustment o f  Posta l -  s t a t e s  that
"oi l "lb?.si's" shal l s t i p : .  j that the annual ren ta l  payment, 
(which is pegged to the approved appraised market v a lu e )  sh a l l  
be sub jec t to adjustment by the d i r e c t o r  a t  5 year  i n t e r v a l s  
and any changes o r  adjustments sha l l  be based p r im a r i l y upon 
the reappraised annual ren ta l  v a l u e . "
When reappra is ing the annual r en ta l  va lue ,  the d i r e c t o r  sha l l  
take into cons ide ra t ion  the fo l l ow ing  f a c t o r s :

-  Value o f  comparable lands in the sane o r  s im i l a r  
a r ea s ,  exc lus ive  o f  improvements provided by l e s s e e .

The commissioner nay waive r en ta l  adjustments o r  lengthen 
reapp ra isa l  periods when le ssee  (who is  improving the leased 
p rope r ty )  can show he needs th i s  "specia l t reatment" to ob ta in  
f inancing o r  loan insurance f o r  development o f  the leased 
land .
Regula t ion 11 AAC 5S.7-.-0 - Kights-of -Way - s ta te s  th a t  damages 
sustained Ly the le ssee as a r e s u l t  o f  the s ta te  g rant ing a 
r ig h t -o f -w ay  across the leased land "sha l l  be determined by 
f a i r  i:iarket v a lu e " .
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Cef1nit i ons

A g r i c u l l u r a 1 L a n d s

C o m m e r c i a l  L a n d s

G r a z i n o  L a n d s

I n d u s t r i a l  L a n d s

M a t e r i a l  L a n d s

M i n e r a l  L a n d s

11 A A C  5 2 . 2 2 0

»
T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  l o c a t i o n ,  adjad'dnt 

d e v e l o p m e n t ,  p h y s i c a l  a n d  c l i m a t i c  f e a t u r e s ,  a r c  

o r  m a y  b e  m a d e  s u i t a b l e  f o r  t h e  p r o d u c t i o n  o f  

a g r i c u l t u r a l  c r o p s .

T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  l o c a t i o n ,  p h y s i c a l  

f e a t u r e s  o r  a d j a c e n t  d e v e l o p m e n t s ,  m a y  b e s t  be 

u t i l i z e d  f o r  n o n - i n d u s t r i a l  b u s i n e s s  p u r p o s e s .

T h o s e  l a n d s  w h i c h  h a v e  t h e  p h y s i c a l  a n d  c l i m a t i c  

f e a t u r e s  t h a t  m a k e  t h e m  p r i m a r i l y  u s e f u l  f o r  t h e  

p a s t u r i n g  o f  d o m e s t i c  l i v e s t o c k .

T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  l o c a t i o n ,  p h y s i c a l  

f e a t u r e s ,  o r  a d j a c e n t  d e v e l o p m e n t s ,  m a y  b e  b e s t  

u t i l i z e d  f o r  i n d u s t r i a l  p u r p o s e s .

T h o s e  l a n d s  t h a t  a r c  c h i e f l y  v a l u a b l e  f o r  m a t e r i a l s ,  

i n c l u d i n g ,  b u t  n o t  l i m i t e d ,  to t h e  c o m m o n  v a r i e t i e s  

o f  s a n d ,  g r a v e l ,  s t o n e ,  p u m i c e ,  p u m i c i t c ,  c i n d e r s  

a n d  c l o y  a n d  w h e r e  th e r e m o v a l  o f  t he m a t e r i a l  w o u l d  

s e r i o u s l y  I n t e r f e r e  w i t h  the  s u r f a c e  u t i l i z a t i o n .

T h o s e  l a n d s  t h a t  a r o  c h i e f l y  v a l u a b l e  f o r  m i n e r a l s ,  

i n c l u d i n g ,  b u t  n o t  l i m i t e d  to c o a l ,  p h o s p h a t e ,  oil 

s h a l e ,  s o d i u m ,  s u l p h u r  a n d  p o t a s h  a n d  w h o r e  t h e  

r e m o v a l  o f  t h e  m a t e r i a l  w o u l d  s e r i o u s l y  i n t e r f e r e  

w i t h  s u r f a c e  u t i l i z a t i o n .

L a n d s  T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  l o c a t i o n ,  p h y s i c a l

f e a t u r e s  o r  a d j a c e n t  d e v e l o p m e n t s ,  a r c  c h i e f l y

T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  l o c a t i o n ,  a d j a c e n t  

d e v e l o p m e n t ,  p h y s i c a l  a n d  c l i m a t i c  f e a t u r e s ,  a r c  

o r  m a y  b e  m a d e  s u i t a b l e  f o r  t h e  p r o d u c t i o n  of  

a g r i c u l t u r a l  c r o p s .

T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  1 n e a t " o n ,  p h y s i c a l  

f e a t u r e s  o r  a d j a c e n t  d e v e l o p m e n t s  a y  b e s t  be 

u t i l i z e d  f o r  n o n - i n d u s t r i a l  b u s i n e s s  a a r p o s c s .

T h o s e  l a n d s  w h i c h  in t h e i r  n a t u r a l  s t a t e  h a v e  the 

c l i m a t i c  f e a t u r e s  t h a t  m a k e  t h e "  p r i m a r i l y  u s e ­

ful f o r  t he  p o s t u r i n g  o f  d o m e s t i c  l i v e s t o c k ,  

( f o r a g e  c r o p s  a l l o w e d  f o r  l e s s e e ' s  o w n  u s e  o -1 y - 

II A A C  5 8 . 0 3 0 ) .

N o n e

11 AAC 58.910

T h o s e  la n ds  th a t  a r c  c h i e f l y  v a l u a b l e  ‘o r 

m a t e r i a l s ,  i n c l u d i n g ,  b u t  no t l i m i t e d  to, the 

c o m m o n  v a r i e t i e s  o f  the f o l l o w i n g :  s.v.d, g r a v e l ,

s l o n c ,  p u m i c e ,  p u n l c i t c ,  c i n d e r s  . ... c l a y .

( M ay  be  l e a s e d  fo r p u r p o s e  o t h e r  t h a t  r e m o v a l  

of  m a t e r i a l s ,  s o  l o ng  as it is c o n s i s t e n t  w i t h  

p r i m a r y  c l a s s i f i c a t i o n  - II A A C  - 3 . 0 5 0 ) .

T h o s e  l a n d s  t h a t  a r e  c h i e f l y  v a l u a b l e  pc* 

m i n e r a l s ,  i n c l u d i n g ,  b u t  no t l i n ' t e c  to c oal  

p h o s p h a t e ,  oil  s h a l e ,  s c d i u n  s u ' p n  , p o t a s s i - r ,  

w h e r e v e r  it a p p e a r s  p r o b a b l e  t hat  th e  s u r f a c e  

u s e  f o r  th e  e x t r a c t i o n  o f  s u c h  m i n e r a l s  w o u l d  

p r e c l u d e  o t h e r  u t i l i z a t i o n .

T h o s e  land: w h i c h ,  bccr..se c .* :

p h y s i c a l  f e a t u r e s  o r  at. j.K.i .it ... ■ . *t, a n



4-
O
r-
ITCO
CO

s
4

•• P u b l i c  R e c r e a t i o n  L a n d s

R e s i d e n t i a l  L a n d s

•• T i m b e r  l a n d s

Ut  i 1 i ty L a n d s

V.'otershcd L a n d s

11 A A C  5 2 . 2 2 0

v a l u a b l e  as  o u t d o o r  r u r a l  a r e a s  a n d  m a y  b e s t  b e  

u t i l i z e d  b y  p r i v a t e  n o n - c o m m e r c i a l  d e v e l o p m e n t .

T h o s e  l a n e s  w h i c h ,  b e c a u s e  c f  l o c a t i o n ,  p h y s i ­

ca l f e a t u r e s  o r  a d j a c e n t  d e v e l o p m e n t ,  m a y  b e s t  

b e  u t i l i z e d  b y  t h e  p u b l i c  f o r ,  b u t  n o t  l i m i t e d  

to, n a t u r a l  a n d  d e v e l o p e d  r e c r e a t i o n a l  a n d  

h i s t o r i c a l  a r e a s .

T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  l o c a t i o n ,  p h y s i c a l  

f e a t u r e s  o r  a d j a c e n t  d e v e l o p m e n t ,  m a y  b e s t  be  

u t i l i z e d  f o r  s i n g l e  o r  m u l t i p l e  u n i t  d w e l l i n g s .

T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  p h y s i c a l ,  c l i m a t i c  

a n d  v e g e t a t i v e  c o n d i t i o n s ,  a r c  p r e s e n t l y  o r  

p o t e n t i a l l y  c h i e f l y  v a l u a b l e  f o r  t h e  p r o d u c t i o n  

o f  t i m b e r  a n d  o t h e r  f o r e s t  p r o d u c t s .

T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  s i z e  o f  t r a c t s ,  

p h y s i c a l  f e a t u r e s ,  a d j a c e n t  d e v e l o p m e n t s  o r  

l o c a t i o n ,  m a y  b e  s u i t a b l e  f o r  a v a r i e t y  o f  

u s e s  o r  w h i c h  d o  n o t  l e n d  t h e m s e l v e s  to 

c l a s s i f i c a t i o n  u n d e r  t h e  o t h e r  d e s i g n a t i o n s  

h e r e i n  c o n t a i n e d .

A  d r a i n a g e  a r e a  w h i c h  m a y  b e s t  b e  u t i l i z e d  

a s  a p u b l i c  w a t e r  s o u r c e .

II A A C  5 3 . 9 1 0

c h i e f l y  v a l u a b l e  as o u t d o o r  r e c r e a t i o n a l  a r e a s  

a n d  m a y  b e s t  b e  u t i l i z e d  by  p r i v a t e  n o n - c o m ­

m e r c i a l  d e v e l o p m e n t .  ( O ne  r e s i d e n c e  p e r  lot 

l e a s e d  - II A A C  5 8 . 0 7 0 ) .

T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  l o c a t i o n ,  p h y s i ­

ca l f e a t u r e s  o r  a d j a c e n t  d e v e l o p m e n t ,  m a y  b e s t  

b e  u t i l i z e d  b y  t h e  p u b l i c  f o r , b u t  n o t  l i m i t e d  

to, p a r k s ,  s c e n i c  o v e r l o o k s ,  c a m p g r o u n d s , 

h i s t o r i c a l  s i t e s ,  a n d  f i s h i n g - h u n t i n g  a 

s i t e ? .  ( May  b e  l e a s e d  for  

r e c r e a t i o n  s o  l o n g  o s  it i

. y - i . w r .  1 1  i n :  u , . , _ C S b

o t h e r  p u r p o s e s  t n a n  

c o n s i s t e n t  w i t h

p r i m a r y  c l a s s i f i c a t i o n  - 1! A A C  5 5 . 1 1 0 ) .

T h o s e  l a n d s  w h i c h ,  b e c a u s e  o f  i n e a t ’on ,  p h y s i ­

ca l f e a t u r e s  o r  a d j a c e n t  d e v e l o p m e n t , m a y  

b e s t  b e  u t i l i z e d  fo r  s i n g l e  o r  m u l t i p l e  u n i t  

d w c l 1 ings.
T h o s e  l a n d s  w h i c h  a r e  p r i m a r i l y  u s e f u l  f o r  p r o ­

d u c t i o n  

t e c t i o n

N o n e

o f  f o r e s t  p r o d u c t s  o r  w a t e r s h e d  p r o -

N o n e

s:e-i'. o e t w e e n  v a r i o u s  c h a p t e r s .



C l a s s i f i c a t i o n

F a i r  M a r k e t  V a l u e

I n c o n s i s t e n c y  b e t w e e n

11 A A C  5 6 . 6 1 0 ( 5 )  
  / >

T h e  s y s t e m a t i c  d e s i g n a t i o n  o f  l a n d s  a c c o r d i n g  

t o  t h e i r  h i g h e s t  a n d  b e s t  u se .

M e a n s  t h e  h i g h e s t  p r i c e ,  e s t i m a t e d  in t e r m s  o f  m o n e y ,  w h i c h  t h e  p r o p e r t y  w o u l d  if

e x p o s e d  f o r  s a l e  f o r  a r e a s o n a b l e  t i m e  in t h e  o p e n  m a r k e t ,  w i t h  a s e l l e r ,  w i l l i n g  s.': -o t  

f o r c e d  t o  s e l l ,  a n d  a b u y e r ,  w i l l i n g  b u t  n o t  f o r c e d  to b u y ,  b o t h  b e i n g  f u l l y  i n f o  m e : .  of  

all t h e  p u r p o s e s  f o r  w h i c h  t h e  p r o p e r t y  is b e s t  a d a p t e d  o r  c o u l d  be u s e d .  ( 1 1  p (- .513 ' 1 1 ))

v a r i o u s  c h a p t e r s .

11 AAC 5 2 . 2 2 0 ( 5 ) I  1 ) AAC 5 " . £ l 0 ( 5 )

T h e  d e s i g n a t i o n  o f  l a n d s  a c c o r d i n g  rz t n e i r  a p ­

p a r e n t  b e s t  us e .
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11 -.LA S .. V V IIO N .
i he u!i!:'..-2 tin w i'eb . ; ‘ : j
• • .. and land c iii>.:;!• _'.ir«f 'j:. Utiii'ed:
< tl. . r neat fo r  o th e r than th. allowed. m rs 
■•h ' i  - 1 .tiUdc a vs.datiois o f  the Ir:> .\ A 

g plan may be required on at! Isuses 
s* 10 acres o r iiK ’is . Failure to make 

: ' . . b v u s e  o f  the land , consistent with the 
d e u lo , mt p leu , w ith in five years, shall, in the 
d ire c to rs  d iscretion , constitute grounds fo r 
cancel! d ion . (E f f .  7 /1 /6 0 , Rev;. I ;  am S /15 /64 , 
R e - 17; urn 3 /2 2 /6 6 , Reg. 2 2 )

A u th o rity : AS 3 8 .0 5 .0 2 0  
AS 3S .05 .035  
AS 3S .05 .075

1 1 A AC 5 8 .5 2 0 . A D JUSTM EN T  OF  R EN TA L . 
A il I..; a s  shall stipu late that the annual rental 
payment shall be subject to adjustment by the 
direclc.- at five-year in te r/a ls  and any changes c r 
a .I ju dm .u ts  sha ll be based p rim arily  upon the 
reappraised annual ren ta l value. The director 
shall !i.!;c In to  consideration the fo llow ing 
lector;. in reappraising the annual renta l value: 
the-, v ::!•*..• o f  com parab le lands in the same o r 
s in .ib r r , ea exclusive o f  buildings, structures, 
appurfe<;jncvsf equipment, land f i l l ,  clearing, 
F .u r’ i.ig u r roads owned by the lessee. Tne 
corn nil.- aar m ay waive one o r more o f the 
periodic :o ii*a l adjustments o r lengthen the 
reapp-aNa! pe riod , when a lessae who has 
aoquved a tract o f  land fo r multip le unit. 
tiO'n-r i  '. com m erc ia l, o r industrial development 
can dem onstra te to the satistaction ot tin: 
ro jn iv 'sd  misr that such action is essential in 
o rd e r o> vbtairi the p rim ary long term financing 
o r loan insurance required fo r  development o f  
I 5*;* !e .\! land. In o rde r to qua lify , applicants 
nos* rii.n ish  w ritten evidence that, in icquiri.-ig 
a wai'-ef o f  ren ta l ad justm ent, the lending o r 
insuring agency is app ly ing a generally applicable 
ru le . Waivers sha ll remain in effect on ly  during 
the n. on  o f  the loan but shall not exceed 4 0  
vein., (h i!  7 /1 /6 0 , I teg. I ; am S /1 5 /6 4 , Reg.

V .'0 /6 6 . Reg 2 2 )
A u th o rity : AS 3 8 .0 5 .0 2 0  

AS 3 8 .0 5 .0 3 5  
_  AS 38  (15 0 / 5

Sy5eUu.ŷ 'C. O^-trU^n
I '  So 5 3 0  S ' . l l lt .t  A S lA (. Any l . v . v

i . ! iw tliv I hid i o r  po rtion  I i : ei*.■•'»! upon
. . 1 • ‘ .• i :. i . ,n I i •; pm v i . led , lb . I h.d.*fc any

‘ 1 I*; p . i. ’ tv 1 to so ld ■■ am. ' I .u .li
. ' • p.m'i ..i i! ra.>(, b ■ d it! m d- •

it,.,.!. v.*: • ' » » f e e :  ;• : ’ ..
tU r .x i . . : • < • •• w i '  i f  ?• • u , :  :• ; : -
rite bed. i .V«e:i ••• l.ee i/s j . ; ,
ir-ip.n -. . .Mt* th .i.-an r!:.c m v  !>.• e . ’ •!••! 
S.hi!.'-:.:' a. st..:!1 be ahowe.l ot i -' ii.g  .
thereof t "••• I'.ave i i c . j c o v e ' . t h e r e o f .  w! re . 
in the f 're -.'tor’s improv.-i 'v a :. :.re
s'.'d'■.I'V.i.'.’.T-'-le th. reasu.i iar toe y.ih 
Sub!?:.ve?> shall not Is ; allowed to fu it lie r 
s-sbbri-- their interest. A!! subleases sh a ll be in 
w riting. (E f f .  7 /1 /6 0 , Rea. I :  am 8 / 15 /6 4 . R e - . 
17 ; am 3 /2 0 /6 6 , Reg. 2 2 )

A u tho rity : AS 3 8 .0 5 .0 2 0  
A S 3 S .0 5 .0 3 5  
AS 3 8 .0 5 .0 7 5

11 AAC 5S .540 . ASSIGNM ENTS. A n y  l- js a e  
may assign the lands o r portion  th e re o f upon 
which he has a lease; provided, that b e fo re  any  
lessee sha ll be permitted to assign any  o f  such 
lands o r  portion  thereof, he sh a ll make 
app lication  to the d irector fo r a pe rm it and the 
d irector may issue such perm it i f  he finds i :  in 
the best interest o f  A laska. A pp lica tions fo r 
assignment shall be made in w riting to the 
d ire c to r .on  form  DL-50 “ Avdgnmsr.t o f  Lease”  
o r an image copy thereof. The assignee shall be 
subject fo  and governed by the p rov is ions o f  the 
lease aril! regulations applicab le th e re to . (E f f .  
7 /1 /6 0 , Reg. 1; 8 /1 5 /6 4 . Reg . 17; an;
3 /2 0 /6 6 , Keg. 2 2 )

A u th o rity : AS 2 8 .0 5 .0 2 0  
AS 2 3 .0 5 .0 3 5  
AS 3 8 .0 5 .0 7 5

I I  A A C  5 5 .5 5 0 . MODI F 1C AT SO N . * A lease 
may not be modified o ra lly  ur in an y  moaner 
o the r than by an agreement in w riting signed by 
all p .u t i.•> thereto or their respective successors 
in interest. (E l f .  7 /1 /6 0 , Reg. I ;  am  S /1 5 /6 4 , 
Reg. 17 ; am 3 /2 0 /6 5 , Reg. 2 2 )

A u th o rity : AS 3 8 .0 5 .0 2 0  
A S 3S 0 5 .0 3 5  
AS 3 S .0 5 .0 7 5

I I  AAC  5S .560 . C A N C E LLA T IO N  - 
F O R F E IT U R E , f.i) I ca ws in good standing may 
be cam e lled  in v. 1 ■■■ 'e o r in pa rt, at any time, 
i pun i • t • I w id en agreement h j the lessee
till,! til. d ll

(M  A * v. v ‘ i. su b i’ . l to v .* n •.•'11 •• t i > i * I in v iml*.* 
or in part i! in ip 'operly  iv>uv.l >di

111*'

A G O  8 8 5 7 0 6
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N A I  l.'R.M M.S'. T R C T . S I I A A C  5 K . 3 M )  

I I A A C  5 S . 3 (>0

• I r1:>> tit!.- j.' ! vee 3 8 0  **l this chapter. n o  

i t .! v o r  a d j a - m t  to :i incorporated 

ipa'tty or o th e r organ ize d c o m m u n i t y  m a y  

I v  I■•.:• i  or a re ne wa l lease issued until the 

l».i*p.s-.v.! ii.-c of tile land has hceii studied un.l 

r c i e w . d  jointly l;v th e director and the local 

aitiiavi.'Cil p la nni ng  agencies. (F.ff. 7/1/00, Reg. 

’ a m  ,S/I 5/64, Reg. 17; a m  3 / 2 0 / 6 6 ,  Reg. 22) 

Aut h or i ty :  A S  3 S . 05 . 0 20  

A S  3S. 0 5 .0 3 5 

A S  3 S . 0 5. 0 7 5

1 1 A A C  5 8. 3 7 0 .  P U B L I C  A N D  C H A R I T A B L E  

U S F .  (a) 1 lie lease, sale o r  other disposal o f  a n y  

Al as k a  lands or  resources m a y  h e  m a d e  to a n y  

A ia >ka  o r  federal a g e n c y  or  political subdivision, 

or the lease, sale or ot h er  disposal for less that) 

th -  ?r-',: ::-e.i •.nine as m a y  h e  d e t e r m i n e d  b y  the 

director ..in1 a p p r o v e d  b y  the c o m m i s s i o n e r  to 

be fair a n d  p r o p e r  ar.d I t the best interests o f  

the public, w i t h  d u e  consideration being given to 

the na t u r e  o f  the public services or f u n d i n '  

rend .'id b y  the said ag e n c y ,  subdivision or 

lltilirv 'cit*;: application thcrofcr, a n d  o f  the 

tin:.', or the  grant u n d e r  w h i c h  the land w a s  

e c u ;  i ■'•} b y  Alnsha.

(b) f !ic director u p o n  application filed b y  an 

npr.Iii : it eligible u n d e r  this subsection m a y ,  b y  

negotiation a n d  w i t h o u t  public auction in the 

m a n n e r  prescribed in this subsection, lease a n y  

lauiU c.f tli - state for a t e r m  not in excess o f  55  

)ca: B e f o r e  leasing, the dilector shall p r c pa i ea

!:<r.i.l »«>♦.* plan c u d  a land classification to insure 

that l!:■ p r o p o s e d  Use is c o m p a t i b l e  with area 

irtili/.uion. Be fo r e  the land m a y  b e  leased u n d e r  

this s u b  section, it m u s t  b e  s h o w n  to the 

satisfaction o f  the director that tlte land is to be 

iis-ed for a n  established or definitely p r o p o s e d  

project, :m.I that the eligible applicant, as 

he.-t.iii>'let t'esciibed, lias the financial ability to 

carry o a t  the project. T h e  c o m m i s s i o n e r  m a y  

e>tabf'ds limitation o n  the acreage v.h!c h  m a y  be 

I: w e d  p u r s u an t  to this subsection to a n y  

applicant.

) I 1 11 apnlic.ii !> mi.I r Ibis : < \ sb.iil 

I ■ ■! to it11 ioipi.railoiis,

. ■ i ' u i'id's, i>r v i i v l’V s  i*;; :i«i ■ •• I a n d  

■, rt.it ' c .I' .ivcly ! >i t ha.il,lid :. i .•hgi.ms 

cl .' •: e d . ' c a i n .1 purpiiv,1 . i.f !oi the

■i: '• i <>; ■ *> • 11 v . d i a v .  ii (be ;u>> i lor

■ h ' 1.. .1 i .!• k.i .toiii's i . i!;.» e
ii ' . . ».l*, i :! . .; I * a • h '|

sub rot evidence that it is e x e m p t  f r o m  p a y m e n t  

of federal i n c o m e  tax.

(J) T h e  director m a y  lease s u c h  la nd  to a n  

eligible applicant at a reasonable a n n u a l  rental, 

taking into consideration the p u r p o s e s  for w h i c h  

the lands are to b e  used a n d  the financial 

resources o f  the applicant, b u t  in n o  case m a y  

such rental b e  less than o n e  percent o f  th e fair 

m a r k e t  value o n  lands acquired primarily for 

d e v e l o p m e n t ,  or less than five percent o f  th e fair 

m a r k e t  value o n  school, university, m e n i a l  

health or acquired lands. R e n e w a l  leases m a y  b e  

issued at the discretion o f  the director u p o n  the 

expiration o f  a n y  p r i m a r y  o r  re newal t erm . E a c h  

lease shall contain a provision for its termination 

as to a!! o r  part o f  the lands u p o n  a finding b y  

the director that the  land o r  a n y  part o f  it has 

n ot  b e e n  u se d b y  the lessee for the p u r p o s e  

specified in the lease for a period o f  t w o  years. 

N o  lease m a y  b e  assigned o r  subleased, e x c e p t  

with the c ons en t of  the director, a n d  in a n y  case 

m a y  o n l y  b e  transferred to a n  applicant eligible 

u n d e r  this subsection. A  lessee m a y  not c h a n g e  

the use specified in tho lease to a n o t h e r  or  

additional use ex c e pt  wi th  the cons ent  o f  the 

director. If, at a n y  ti m e  after the lands are 

leased, the lessee at te m p ts  to assign the lease or 

transfcr control o v e r  11: esc lands to another, or if 
the lands arc d e v o t e d  to a use o t h e r  than Mi.it 

for w h i c h  the lands w e r e  leased w i t h o u t  the 

consent o f  the director, the lease atitomatically 

terminates (Erf. 7/1/60, R e g  I: a m  8 * 1 5 / 6 4 ,  

Reg. 17; a m  3 / 2 0 /6 6 , P.eg. 22)

Au thority: A S  3 S . 0 5 . 0 2 0  

A S  3 8 . 0 5 . 0 3 5  

_ . j  A S  3 8  0 5 . 0 7 5

3/S
I I A A C  58 . 3 80 .  T E R M  O F  L E A S E .  I ease m a y  

bo  issued for a period u p  to 5 5  years, if it 

appears to b e  in the best interests o f  Alaska a n d  

if a p p r o v e d  b y  the c o m m i s s i o n e r ;  provided, 

howev er , it (he iniial an i ma l  rental o f  a lease 

d o c s  not e x c e e d  SI C O O ,  the approval of the 

coiiunUsicivcr i> not rv.p.iiVcd fi ll. 7 T.Ve) Reg.

I art 8 / ! ' ,(>1. R e g  17. a m  3/20,■V.6 , . > ) y

A u t h o r i t y . A s  i v.O a)
A S  «i> o.;.

A S  .b: ni.M/.-v

I I A  \( • 5 8  .;'/»■ Al'l'il ■;!*' '.I N o  ‘ • ... d.,iil 

I , I f * u i. n e w  < > '. . * * s i*.'■!,». » , I tii 

ii 1 c. i * ■ an - 1 • . a i . 'e1. 1 *■ . • • • •

i • • ■ ! •> : . « . t \  • ‘ . e: i

II 5
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1 1 A A C  5 S  I 3 0

i, i ! I.e lessee,may elect In a ! L i s  rights 

i the cnntellcd federal l e a a s  herein 

p o u n d e d .  aiul m a k e  application to lire diicclor 

I,.: .■ stale lease for a I c r m  u p  to 55 years. It the

I «ei should elect, lie shall h e  allbrJcd the s a m e  

preference right as a n  expiring lessee as provided 

i * -ec. 6 6 0  o f  this clupter. (Eff. 7/1/60, Reg. I; 

a,a X/i 5/64. Ke g.  17; a m  3 /2 0/6 6,  Keg. 22)

Auth or ity : A S  3 8 . 0 5 . 0 2 0  

A S  3 S . 05 . 03 5  

A S  3S .0 5 .0 7 5

II A A C  58 . 0 5 0 .  M A T E R I A L  L A N D S .  L a n d  

classified as material lands shall b e available for 

lease u n u e r  this chapter. Materia! lands m a y  b e 

ie.'sed for pur p o se s  o th e r th a n  the re mo v a l o f  

materials, pr ov i d ed  s u c h  p r o p o s e d  use is 

lo.ivvcnt w i t h  the p r i m a r y  classification. (F.ff. 

O/30/ 60 , Reg. I; a m  8 / 15 / 6 4 ,  Reg. 17; a m  

3 27/67, Reg. 2 8 )

Auth or ity : A S  3 8 . 0 5 . 0 2 0  

A S  3 8  0 5 . 0 7 0

It A A C  5 8 . 0 6 0 ,  M I N E R A L  L A N D S .  L a n d  

ci ' sii.ed as mineral lands shall h e  available for 

L v'  • u n d e r  11:is chapter, Mineral lands m a y  b e  

L  • v,i for p :-p ose s ol >er ,han the r em o v a l  o f  

:ni'erols, |>rc»vided si.cb p r o p o s e d  use is 

con. tent with the p r i m a r y  classification. (Eff.

:■ 5 ) 60. R e g  I, a m  8/ 15 /6 4, Reg. 17; a m  

3 3 2,<g7. R e g  2 8 )

A u th o ri t y A S  38.05.0 10 

A S  3 8 . 0 5 . 0 7 0

II A A C  5 8  0 7 0 .  I’ll HI. 1C K E C K  R A T I O N  

1 W D 8 L a n d  classified as public recreation 

'■ 1 1 snail b e  available for lease. Public 

tv,i v t ' on  lands m a y  lie leased for purposes 

enher ili.ni public recreation, provided s u ch  

iv ' T " s v d  use is consistent wi.li the prima ry 

<d -sdication. « Ilf. 6 / J 0 / 6 0 ,  Reg. I; a m  

v I' o ; Reg. 17;.i m  3 / 2 2 / 6V ,  Rog. 28)

Au t ho r it y  A S  3 8  0 1 0 3 0  

A S  3 8  0 5  0 / 0

( : 1 '<-* >8.0X1) I’KIVA 11 Hi ( K * A IbJN.AI
!‘ 4 ' 1 • ,;8s I I •. ill, at .IS i v'U'utlOllill

’•I icav.d lot ib.it pofjin.i, s!:.:!! I e used 

' ' coin. I .'I Ci-'l IVi I'.alio ■ v. | pn'J'OS's N o

‘ ii -eden. e slia't !i i i . 'iiutedini

I;
1 s Ut;||< m  .( i.

I 8 '.‘.i ii i, 11 ,•,!:i- , ,* in
'i ll ! i .j

( i in ' i i l 
!• lit. •

il
i • • |o

• ol 
I ill

pr op e r  notice, c'ui'.e! the existing lease. (Eff. 

7.1/60. I’.cg. I; a m  8 / 1 5/ 6 4 . R e g.  | 7 ; a ,n 

3 30 /6 0, Reg. 22)

Author it y: A S  3 8 . 0 5 . 0 2 0  

A S  3 8  0 5 . 0 3 5  

A S  3 8 . 0 5 . 0 7 S

11 A A C  58 .0 90 . R E S I D E N T I A L  L A N D S .  

L a n d s  classified as residential lands a n d  leased 

for that p u r p o s e  shall b e  us ed for residential 

p u r p o s e s  only a n d  in a c c o r d a n c e  w i t h  a n y  

applicable builJing a n d  z o n i n g  codes. In t h e  

a b s e n c e  o f  su ch  c ode s the lessee, shall, at least 

3 0  calendar d a y s  prior to c o m m e n c e m e n t  o f  

. construction or utilization, file w i t h  t h e  director 

a plot plan a n d  a genera! description o f  

c o n t e m p l a t e d  construction. T h e  director shall 

reject said plan within 3 0  calendar d a y «  after 

receipt thereof if h e  d e e m s  s u c h  utilization or 

construction contrary to the order ly  

d e v e l o p m e n t  o f  the area cr i n c o m p a t i b l e  w i t h  

existing d e v e l o p m e n t .  (F.ff, 7/ 1/ 60 . Re g.  |- a m  

8 / 1 5 / 6 4 ,  Reg. 1 7 ; a m  3 / 2 0/ 6 6,  Reg. 22)

Au thority: A S  3 8 . 0 5 . 0 7 0  

A S  3 8 . 0 5 . C 3 5  

A S  3 8 . 0 5  0  75

II A A C  58 .1 00.  R E S E R V E D  U S E  L A N D S .  

Re s er v e d use lands are available for leasing a n d  

m a y  b e  utilized u n d e r  a n  Inter a g e n c y  L a n d  

M a n a g e m e n t  Transfer. l a n d s  transferred to u 

qualified a g e n c y  m a y  b e  utilized by^subleirsc o r  

a n y  o th e r m a i m e r ,  provided s u c h  utilization 

shall b e  consistent wi th  the function assigned 

said a g e n c y  a n d  the provisions o f  the L a n d  A c t  

a n d  these regulations unless o t h e r w i s e  

e x e m p t e d .  (Eff 6/.50/60, Reg. I. a m  8 / 1 5 / 6 4 .  

R e g  I / . a hi J / 27 /69 , Reg. 28 )

Authority: A S  3 8 . 0 5  O ’O  

A S  3 8 . 0 5 . 0  /0

II A A C  58.11 0.  T I M B E R  L A N D S .  T i m b e r  

lands arc available for lease. T i m b e r  lands m a y  

lie L a v d  lot p urp ose s other Ilian She r e m o v a l  of  

tim! r. provided s uch  p r o p o s e d  u w  i; ciuisistcnt 

v.ill: (lie p.ii'iaty sl.usi!ic.iliun. (Ill 6 / 3 0 / ( 0 ,  

K e g  !; a m  8, Is/i'l, Reg,. 17, a m  3/J.I/(i'7, R e n

28 i
Auihnrils A S  5,’i O.S.D.’o  

\ S  ?.\ ()5  157(1

i t Si 5* :!■>')I. ! W i n ;  , w ; t  
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I lit:*> i .* I.*a .wd at u t-.’ i . t !  ot r - u  le>*. it? i?* 
J . 1 l !  j -.’t a.*-v Jot' Iik* 1 1 \ I  live  y c i . :. Cif it I.*.*.’.' 

:t* . . i rded !•* I ’ i - highest b idde r i pub lic au-.t inu 
I n ;t te im  o* 5 5  year:; n r  las ; . At f!»i.* c s p i r .d im *

then cu rren t la i r  market rente! or. it;-.* ! j
I m i l t o r  t h :  ba lance o f  the te rm . Sue!; app ra isd  J  

sha l l  n o t  con temp la te  the improvements m sJe  
hy  the. lessee du r ing the five-year period .

( h )  T h e  pu rpose  o f  this p rov is ion  is to make  it 
e c o n om ic a l ly  feasible f o r  a lessee to deve lop 
a g r icu ltu ra l  lands that are n o t  available f o r  
purchase . (E f f .  7 / 1 / 6 0 ,  Reg. l ; a m  S / 1 5 / 6 4 ,  Reg. 
1 7 ;  am  3 / 2 0 / 6 6 ,  Reg. 2 2 )  '

A u th o r i t y :  AS 38.05.0 2 C  
AS 3 S . 0 5 . U 3 5  
AS 3 8 . 0 5 . 0 7 5

I i A A C  5 8 . 1 3 0 .  R E S O U R C E  M A N A G E M E N T  
l .A N D S .  Resource management lands are 
a va i lab le  f o r  lease under the terms and 
p rov is ion s  o f  this chap te r . (E f t .  3 / 2 2 / 6 9 ,  Reg. 
7 8 )

A u th o r i t y :  AS  3 S .0 5 . 0 2 0  
A S  3 8 . 0 5 . 3 0 0

I I  A A C  5 8 . 1 4 0 .  OPEN-TO-1* N T R Y  L A N D S .
t ip an - to -e n t r y  lands are availab le fo r  lease 
sub jec t  to  the p rov is ions o l  AS  3 8 . 0 5 . 0 7 7 .  (E f f .  
3/22/69, Reg. 28)

A u th o r i t y ;  AS  3 8 . 0 5 . 0 2 0  
A S  3 8 . 0 5 . 0 / 7

A R T IC L E  2 .  I’ ER.M ITS

.‘' “ C l ' i l l ' i
2 o 0  R igh t u f-way o r  easement pe rm it 
2 1 0 .  Specia l land use permit 
L 20 . R oad s  to  .subdivided state  lauds

I I A A C  5 8 . 2 0 0 .  K 1 C N T -O E W A Y  O R
I A S  EM EN T  P E R M IT ,  (a )  The d i rec to r ,  w ithou t 
th-* p r i o r  app iova! o f  ( l ie comm iss ione r , may 
iv . i e  p e rm i t ; fo r  roads, (ta i ls , d itches, pipelines, 
d r i l l  sites, log  storage, te lephone and
t ransm iss ion  lines o r  s im i la r  uses o r
i pi m v m e i iK  App lica t ion  shall he made cm
i . u i u  I >!.-7n com p le ted  in In!! o r  en image copy  
t1, m .u I and iiu hide therewith the required plats 

' ape li> alum fe"t

s? E E ' .  ! J 11 A V . ** 1.1
1 1 A 5 ; . : ; t *

I ’ >i l:i *hv j** ;.«!•'.? • f  a:*;. i». f . : ; -i v
*,•:!; ti l .  or : ' land s , th .  I; ; i l ... i r
>!« :’ ! !|:;* e t l : .  I ie . t  o re •lice [ > , i :^. ;•! v .e l i
'~ r which is ron t iguM-.s am ! veaward o f  the
•*r'itiv.i p rope r ty  <•! s: c l ;  up land  ov. ■.er ft:.-.!i: i ; t i i.. ne :.let*, by s; :ell U j k - n . !  : i . .p ts*r str’ y
: >: the p u r p o s e  f.«r sviiicii the perird t o r  an
caietiivtU may  be  granted .

( c )  In the event the use a u th o r i z e  u n d e r  said 
perm it is a h yd rau l ic  p r o je c t ,  o r  uses any  
equ ipment that w i l l  use, d iv e r t ,  o b s t ru c t ,  p o l lu t e  
o r  change the na tu ra l  f l o w  o r  bed o f  a n y  r iver, 
la ke  o r  stream o r  tha t w i l l  u t i l iz e  a n y  o f  the 
waters o f  the s ta te  o r  m a te r ia ls  f r o m  a n y  r ive r , 
la ke  o r  stream bed , the app l ic an t  sha ll n o t i f y  the 
C om m iss ione r o f  the D e p a r tm e n t  o f  F ish  and 
G am e  and shall o b ta in  h is  a pp ro v a l  p r i o r  to  the 
c om m encem en t o f  op e ra t io n s .

( d )  In the event the use au th o r i z ed  u n d e r  seitl 
pe rm it sha ll req u ire  nav igab le  w a te r  o r  in  any  
w j y  in te r fe re  w ith  nav iga t ion , pe rm iss ion  o f  the 
C o rp s  o f  Engineers . D ep a r tm en t  o f  A rm y ,  shall 
b-* obta ined p r io r  to use. ( E f f .  7 / 1 / 6 0 ,  Reg . I ;  
am  S / 1 5 / 6 4 ,  Reg. 17 ; am  3 / 2 0 / 6 6 ,  ' leg . 2 2 )

A u t h o r i t y :  A S  3 8 . 0 5 . 0 2 0  
AS 3 S .0  5 .0 3 5  
A S  3 8 . 0 5 . 0 7 5

11 A A C  5 S . 2 1 0 .  S P E C IA L  L A N D  U SE  
P E R M IT .  T h e  d i re c to r ,  w i th ou t  p r io r  app rova l 
o f  the com m iss ione r ,  m uy  issue special la n d  use 
pe rm its  on  such terms and c ond it io n s  as he 
deems to  be in the best in te rests  o f  A laska . ( E f f .  
7 / 1 / 6 0 ,  Reg. 1, am S / 1 5 / 6 4 , 'Mleg. 1 7 ;  arn 
3 / 2 0 / 6 6 ,  Reg. 2 2 )  .

A u t h o r i t y :  AS  3 8  0 5 . 0 2 0  
AS 3 8 . 0 5  0 5 5  
AS 3 8 . 0 5 . 0  /5

I I  AA C  5 8 .7 .2 0 .  R O A D S  T O  S U R D 1 V ID E D  
S T A T E  L A N D S , ( a )  It is the purpose o f  this 
section to  p rov ide  access t o  subdiv ided state 
lands which a re  p ro g ram m ed  fo r  su r face  
d isposa l , and to p rov ide  access roads at the, 
lowest possib le cost .

( ' . )  The d i ie e lo r  o f  ill.* D iv is ion  o f  Lands may
c .m tu c t  w ith  p r iva te  pe rsons  Jo t  the 
c e i . i r u - t i o n  id  road s  to  and  cm subdivided spue 
I i.l-. pu 'g r jma- .e i l f o r  su r fa ce  disposal v.bi* h are 
i m o re  than si*, m iles t rou t evicting ioad> o r  
i . . In . a y '.

I I IV ..
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A G O  -  A n c h o r a a a

T h i s  i s  a  1 9 6 3  l e a s e  o f  U n i v e r s i t y  l a n d s  c l a s s i f i e d  
a s  a g r i c u l t u r a l .  T w o  i n d e p e n d e n t  l e g a l  p r o b l e m s  h a v e  r e c e n t l y  
a r i s e n .  O v e r  t h e  s u m m e r ,  I g a v e  y o u r  o f f i c e  i n f o r m a l  a d v i c e  o n  
t h e s e  p r o b l e m s ,  b u t  i t  w a s  a p p a r e n t l y  l o s t  a n d  f o r g o t t e n .

O n  S e p t e m b e r  9, M r .  A t k i n s o n  o f  y o u r  o f f i c e  d e l i v e r e d  
t h e  e n t i r e  f i l e  t o  m e  a n d  r e q u e s t e d  t h a t  I h a n d l e  t h e  p r o b l e m s  
i t  r a i s e s ,  s t a t i n g  t h a t  h e  a n d  M r .  E a l l b a c k  r e g a r d  them, a s  
" l e g a l . "  C h a r l e s  T u l i n ,  a t t o r n e y  f o r  M r .  C u m m i n g s ,  h a s  s i n c e  
c o n t a c t e d  m e  a t  t h e  s u g g e s t i o n  o f  y o u r  o f f i c e  r e g a r d i n g  o n e  o f  
t h e  t w o  p r o b l e m s .  I f e e l  t h a t  i t  w o u l d  b e  m o r e  a p p r o p r i a t e  
f o r  y o u r  o f f i c e  t o  h a n d l e  t h i s  m a t t e r  o n  t h e  b a s i s  o f  t h e  
l e g a l  a d v i c e  w h i c h  f o l l o w s ,  b u t  I w i l l  d o  i t  m y s e l f  i f  f o r  
s e m e  r e a s o n  y o u r  o f f i c e  c a n n o t .

T h i s  l e a s e  w a s  s o l d  a t  p u b l i c  a u c t i o n  i n  N o v e m b e r ,  
1 9 7 3 .  C u m m i n g s  w a s  t h e  h i g h  b i d d e r .  T h e r e a f t e r ,  b e t w e e n  t h e  

s i g n i n g  o f  M r .  C u m m i n g s 1 c o n d i t i o n a l  r e c e i p t  a n d  a g r e e m e n t  t o  
l e a s e  a n d  t h e  i s s u a n c e  o f  t h e  l e a s e  a g r e e m e n t  i t s e l f ,  c e r t a i n  
" S p e c i a l  P r o v i s i o n s "  w e r e  a d d e d  to t h e  l e a s e  a g r e e m e n t -  T h e s e  
S p e c i a l  P r o v i s i o n s ,  a p p a r e n t l y  u n i q u e  t o  t h i s  l e a s e ,  g i v e  r i s e  
t o  t w o  i l l e g a l  q u e s t i o n s .  «•

1. I s  t h e  D i v i s i o n  f o r e c l o s e d  b y t h e  S p e c i a l

Pr<> i ■,ions from raising"the re n t  based uaon five year 
r eappraisals?

T h e  s t a t u t e  a p p l i c a b l e  w h e n  t h u s  l e a s e  w a s  i s s u e d  w a s  
t h e  o r i g i h a l  u n a m e n d e d  S e c t i o n  1 0 3  o f  t h e  A l a s k a  L a n d  A c t ,  

w h i c h  t h e n  i i m d :

A l l  l e a s e s  s h e ! t i p u l a t e  t h a t  t h e  
a n n u a l  r e n t a l  • ..mnt s h a l l  b e  s u b j e c t  
t o  a d j u s t m e n t  r. i ' i v e - y e a r  i n t e r v a l s  
n n d  a n y  c h a r g e s  Is . a d j u s t m e n t s  s h a l l  
b e  b a s e d  p r i m a r i l y  o n  a r e a p p r a i s e d  
a n n u a l  r e n t a l  v a l u e .
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stanchire! l o a n s  for?, u s e d  ir. t h i s  t r a n s a c t i o n  is  c o n s i s t e n t  
. ’.ch. t h a t  s t a t u t e ;  it p r o v i d e s  t h a t  r e n t a l  p a y  “or*,ts w i l l  b e  
‘ r. a b j e c t  t o  a d  j u s  tmer.t a t  e a c h  f i v e - y e a r  i n t e r v a l  i r o n  t h e  
£•:. ."active elate" of t h e  l e a s e .

O n e  p r o v i s i o n  o f  t h e  S p e c i a l  P r o v i s i o n s  c o u l d  b a  
i n t c r p r e t t e d  a s  c o n f l i c t i n g  w i t h  t h a t  f o r e g o i n g  p r o v i s i o n :

O n  o r  b e f o r e  t h e  1 9 t h  o f  N o v e m b e r  1 3 G C  
[che f i v e - y e a r  a n n i v e r s a r y  c a t e ]  t h e  
L e s s o r  s h a l l  r e - a p p r a i s e  t h e  l a n d s  herein, 
l e a s e d  a n d  t h a  a n n u a l  r e n t a l  f o r  t h e  
b a l a n c e  o f  t h e  l e a s e  t e r n , s h a l l  t h e n  b e  ' 
a d j u s t e d  t o  r e f l e c t  a n  a n n u a l  r e n t a l  
p r e d i c a t e d  u p o n  s i x  (6) p e r c e n t  o f  t h e  ■ *
t h e n  c u r r e n t  f a i r  m a r k e t  v a l u e  o f  t h e  
l a n d s  h e r e i n  l e a s e d .

T h e  S p a c i n l  P r o v i  .ions r e c i t e  t h a t  t h i s  p r o c e d u r e  w a s  a p p r o v e d  
i n  1 9 6 3  b y  t h e  P r e s i d e n t  o f  t h e  U n i v e r s i t y  a n d  b y  t h e  

C o . m i s s i o n . e r  o f  N a t u r a l  R e s o u r c e s .

T h i s  i s  a f i f t y - f i v e  y e a r  l e a s e  w i t h  a s t a t u t o r y  
r i g h t  o f  r e n e w a l .  T h e  o r i g i n a l  a n n u e l  r e n t  o f  t h e  7 3 0  a e r o  
p a r c e l  w a s  s e t  i n  1 9 6 3  a t  $ 3 0 0 .  I n  1 9 5 3 ,  i t  w a s  r e a p p r a i s e d  
p u r s u a n t  t o  t h e  a b o v e  p r o v i s i o n s  o f  t h e  l e a s e  a n d  r e n t  v/as 
r a i s e d  t o  $ 1 , 2 6 0  p e r  y e a r .  I n  1 973, t h e  D i v i s i o n  n o t i f i e d  
t h e  l e s s e e  t h a t  i t  i n t e n d e d  to r e a p p r a i s e  a n d  ra.iso t h e  r e n t  
a g a i n .  F o r  s o m a  r e a s o n ,  r e a p p r a i s a l  t o o k  I S  m o n t h s ;  o n  
."■'ay 22, 1 9 7 5 ,  t h e  D i v i s i o n  n o t i f i e d  th e l e s s e e  t h a t  t h a  
r e n t  h a d  b e e n  r a i s e d  to  $ 1 0 , 9 2 0  p e r  y e a r .

%
T h e  l e s s e e  a n d  h i s  a t t o r n e y  n a t u r a l l y  t a k e  t h e  'c 

p o s i t i o n  t h a t  n o  r o a d  j u s  L m e n t  o f  r e n t  r.av o c c u r  f o r  t h e  
b a l a n c e  o f  t h e  t erm. T h e y  b a s e  t h i s  a r g u m e n t  u p o n  t h a  S p e c i a l  
P r o v i s i o n  o f  t h e  l e a s e  w h i c h  s e e m s  t o  w a i v e  t h e  S t a t e ' s  p o w e r  
to m a k e  f i v e - y e a r  r e n t  r e a d j u s t m e n t s .  O v e r  t h e  l i f e  o f  t h e  l e a s e ,  
t h i s  q u e s t i o n  i s  o b v i o u s l y  o n e  w h i c h  c o u l d  b e  w o r t h  h u n d r e d s  o f  
t h o u s a n d s  o f  d o l l a r s  to t h e  p a r t i e s .

I t  i s  m y  o p i n i o n  t h a t  io r  a t  l e a s t  t w o  r e a s o n s  t h e  
D i v i s i o n  s h o u l d  c o n t i n u e  t o  r e a d j u s t  r e n t s  a t  f i v e - y e a r  
i n t e r v a l s  b a s e d  u p o n  u p - d a t e d  r e a p p r a i s a l s .

In L h a  f i r s t  p l a c e ,  t h e  s t a t u t e  u n d e r  w h i c h  t h a  l a n d  
.teased r e q u i r e d  a d j u s t m e n t s  a t  f i v e - y e a r  i n t e r v a l s .

3 9 . 0 3 . 1 0 3  (b a  L ore 19 6 4 a m e n d m e n t )  : T h e r e f o r e ,  t h e  S p e c i a l
p r o v i s i o n  w h i c h  p u r p o r t s  to w a i v e  r e a d j u s t m e n t  c o n f l i c t s  w i t h  
t h<* statute, w h i c h  r e q u i r e d  it. F o r  t h a t  r e a s o n  I h e  D i r e c t o r  
u c i o d  i n  e x c e s s  ot s t a t u t o r y  a u t h o r i t y  i n  a t t e m p t i n g  t o  w a i v e
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re;::' j u s  t p r o v i s i o n  j.r: JL953. Ci'.:: ti.nc::' a t t o r n e y  h a s
■'::;i Le i t  J e n  L: -.1 A G  3 3 . 0 3 . 1 0 )  a s  it p r e s e n t l y  r e e d s

u v  satirize:: s u c h  a w a i v e r ;  w h a t  h r  o v e r  1 os'*.:; o r  f a i l s  
•-i : * c ; o .  ir. t h a t  the w a i v e r  a u t h o r i t y  no*.: f o u n d  i n  the- 
s e c o n d  s o u b u n c o  o f  t h a t  s t a t u t e  w a s  n o t  a  p a r t  o f  t h e  L u n d

w h e n  t h i s  l e a s e  w a s  i s s u e d ,  b u t  w a s  a d d e d  b y  a n  cimor.cl-ant 
in 1 9 6 4 .  S e a , C h a p t e r  44 Slav 1 964. C a r  t a i n l y  t he  1 9 6 4  s t a t u t e  
:• iv( n o t  a u t h o r i s e  a w a i v e r  ir. 1963.

T h e r e  i s  a n o t h e r ,  i n d e p e n d e n t  r e a s o n  w h y  t h a  S p e c i a l  .!
P r o v i s i o n  p u r p o r t i n g  t o  w a i v e  r e n t a l  r e a d j u s t m e n t  i s  u n e n f o r c e ­
a b l e .  A s  i s  r e q u i r e d  b y  s t a t u t e ,  t h i s  l e a s e  w a s  sc I d  a t  p u b l i c  
a u c t i o n .  B u t  i-t a p p e a r s  t h a t  t h e  l e a s e  v/as o f f e r e d  t o  t h e  p u b l i c  
a t  a u c t i o n  v / i t h o u t  t h e  S p e c i a l  P r o v i s i o n  w h i c h  p u r p o r t s  t o  w a i v e  
t h e  r e n t a l  r e a d  j u s  t r e a t . H a d  t n a  D i v i s i o n  i n  1 9 6 3  p o s s e s s e d  
s t a t u t o r y  a u t h o r i t y  t o  o f f e r  a l o n g  term, l e a s e  w i t h  a  w a i v e r  
o f  r e n t a l  r e a d j u s t m e n t s ,  i t  w o u l d  c e r t a i n l y  h a v e  b e e n  o b l i g a t e d  
t o  d o  s o  a t  p u b l i c  a u c t i o n .  I n d e e d ,  h a d  t h i s  l e a s e  b e a n  o f f e r e d  
a t  p u b l i c  a u c t i o n  w i t h  t h a  w a i v e r ,  i t  w o u l d  a l m o s t  c e r t a i n l y  
h a v e  b r o u g h t  s u b s t a n t i a l l y  l a r g e r  b i d s .  F o r  t h i s  r e a s o n ,  i t  i s  

r.y o p i n i o n  t h a t  t h a  w a i v e r ,  e v e n  i f  o t h e r w i s e  a u t h o r i z e d  b y  l a w  
i n  .1963, c o u l d  n o t  l e g a l l y  b e  e n g r a f t e d  t o  t h e  t r a n s a c t i o n  b y  
t h e  D i v i s i o n  a f t e r  i t  h a d  b e e n  o f f e r e d  a t  p u b l i c  a u c t i o n  v ; ithout 
t h a t  " b o n u s . 1' M r .  C u m m i n g s  b i d  o n  w h a t  w a s  o f f e r e d ,  a n d  t h a t  

i s  a l l  h e  g o t .  1 /

2 - I s  t h e  S n a c l a l P r o v i s i o n  p u r p o r t i n g  t o  a u t h o r i z e  
t h e  conrc.e r c i a ] luic v o s t i n g  of t i m b e r i r o n  t h a  l e a s e d  l a n d  v a L i d ?

T h i s  7 2 0  a c r e  p a r c e l  a p p a r e n t l y  s u p p o r t s  a  c c r m a r c j . a l l y -  

v a l u a b l e  s t a n d  o f  t i m b e r .  T h e  D i v i s i o n  h a s  a s h e d  w h e t h e r  
C u m m i n g s  rsay b e  p e r m i t t e d  to h a r v e s t  t h a t  t i m b e r  f o r  e c o n o m i c  
g a i n  r a t h e r  t h a n  p e r s o n a l  use. I t  i s  m y  o p i n i o n  t h a t  h e  m a y  

no t .

T h e  Alas..a L a n d  A c t  a u t h o r i z e s  t h e  s a l e  o f  t i m b e r  o n  
b e n t o  l a n d s  e i t h e r  b y  s e a l e d  b i d s  o r  p u b l i c  a u c t i o n .  A S  3 8 . 0 5 .
.1.20. A s  I u n d e r s t a n d  it, n o  t i m b e r  s a l e  h a s  b e e n  h e l d  w i t h  
e x p e c t  to t h i s  p r o p e r t y ;  i n s t e a d ,  t h e  S t a t e  h a s  l e a s e d  the 

l a n d .

l/  B e c a u s e  t h e s e  t w o  i n d e p e n d e n t  g r o u n d s  s o  c l e a r l y  e s t a b l i s h  
i h e  i n v a l i d i t y  o f  t h o  l e a s e ' s  p u r p o r t e d  w a i v e r  o f  r e n t  
r e a d j u s t m e n t s ,  I h a v e  n o t  ackir. s s e d  t h e  q u e s t i o n  o f  w h e t h e r ,  
h a d  A G  3 6 . 9 5 . 1 0 'i r e a d  in 196 3 a s  it cioas t o d a y ,  t h e  D i r e c t o r  
c o u l d  h a v e  l e a s e d  t h e s e  u n i v e r s i t y  l a u d s  a t  p u b l i c  a u c t i o n  
w i t h  t h e  r e n t a l  r e  c j u s trr.cnt w a i v e r  w i t h o u t  v i o l a t i n g  s o m e  
. i a u c i a r y  o b l i g a t i o n  i m p o s e d  b y  43 L . G . C .  5 394  o r  o t h e r  lav/s.
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V. Ssrith - t , "  O c t o b e r  Z,

;.gain, th-:- for::. Ir- agraer..--;:: t uso-.l b y  the: Di.v.ision.
•. t h i n  c: ; s e  d e a l s  specifier', i v  v i t h  t h i ; .  rjif*;i :irior*. P a r a y r a p h  

: : ee o l  t h e  .lease S i n c e : ;  t h a t  “the lessee s h a l l  r.ot ceil, or 
:. :.:ove f or use e l s e w h e r e  any timber, . . - p r o v i d e d ,  h o w e v e r  
t h a t  m a t e r i a l  r e q u i r e d  in the enjoyr.er.t of t h i s  l e a s e  m a y  h o  
t-.r.od a f t e r  a ’writt e n  p e r m i t  t h e r e f o r  has beer, o b t a i n e d  f r e e  t h e  
l e s s o r . "  'ins le a s e  a l s o  p r o v i d e s  t h a c  “the l e s s e e  s h a l l  n o t  
c o m m i t  w a s t e  o r  i n j u r y  u p o n  t h e  la .ds l e a s e d  h e r e i n -” T h e s e  
s t a n d a r d  lease p r o v i s i o n s  a r e  c o n s i s t e n t  w i t h  r e g u l a t i o n s  o n  t h e  
s a m e  s u b j e c t .  A l t h o u g h  t i m b e r  l a n d s  are l e a s a b l e  f o r  o t h e r  
p u r p o s e s  (11 A A C  5S.1 1 0 ) ,  the t i m b e r  i t s e l f  m a y  b e  s o l d  f o r  
c o m m e r c i a l  p u r p o s e s  o n l y  u n d e r  the t i m b e r  s a l e  r e g u l a t i o n s ,
1.1 A A C  76.005-. 385. L e a s i n g  o f  the s u r f a c e  w i t h  u n r e s t r i c t e d  
rig'hts to r e m o v e  a n d  s e l l  t h e  t i m b e r  w o u l d  c i r c u m v e n t  t h a  
s p e c i f i c  s t a t u t o r y  l i m i t a t i o n s  u p o n  the. s a l e  o f  t i m b e r .

T h i s  i m p l i c i t  s t a t u t o r y  p r o h i b i t i o n  o f  t h e  s a l e  o r  
l e a s e  o f  l a n d  as a d e v i c e  t o  a v o i d  t h e  t i m b e r  s a l e  p r o v i s i o n s  
o f  t h e  L a n d  A c t  is e x p r e s s l y  r e i t e r a t e d  in t h e  D i v i s i o n ' s  l a n d  
l e a s i n g  r e g u l a t i o n s .  11 A A C  5 4 . 1 1 0  p e r m i t s  t h e  '.ease o f  t i m b e r  
l a n d s ,  b u t  o n l y  "for p u r p o s e s  o t h e r  t h a n  t h e  r e m o v a l  o f  t i m b e r .” 
i-.hen t i m b e r  lands or o t h e r  l a n d s  c h i e f l y  v a l u a b l e  f o r  t h e  
m a t e r i a l s  o c c u r r i n g  t h e r e o n  arc: leased, the l e s s e e  o f  t h e  
s u r f a c e  r i g h t s  is n o t  p e r m i t t e d  to "s e l l  o r  r e m o v e  f o r  u s e  
e l s e w h e r e  a n y  timber, . . . o r  any o t h e r  m a t e r i a l  v a l u a b l e  
f o r  b u i l d i n g  or c o m m e r c i a l  p u r p o s e s  { e x c e p t  i n s o f a r  a s  t h a t  
m a t e r i a l  m a y  be] r e q u i r e d  f o r  the d e v e l o p m e n t  o f  the l e a s e ­
h o l d . "  11 A A C  5B.739.

In a c c o r d  w i t h  t h e s e  s t a t u t e s  ancl r e g u l a t i o n s ,  the 
s t a n d a r d  l e a s e  a n d  s a l e  c o n t r a c t  f o r m s  u s e d  f o r  m a r c  tharfta 
ticoade b y  the D i v i s i o n  a l l  c o n t a i n  p r o v i s i o n s  u n e q u i v o c a l l y  
p r o h i b i t i n g  c o m m e r c i a l  h a r v e s t i n g  o £ timber. T h e  C u m m i n g s  
l o u s e  .is a goo d  e x a m p l e .  If s p e c i f i c a l l y  s t a t e s  t h a t

Lho L e s s e e  s h a l l  not sell o r  r e m o v e  to. 
u s e  e l s e w h e r e  a n y  Limber, . . .  o r  a n y  
o t h e r  m a t e r i a l  v a l u a b l e  f or b u i l d i n g  o r  
c o m m e r c i a l  p u r p o s e s ;  p r o v i d e d ,  h o w e v e r ,  
that m a t e r i a l  r e q u i r e d  in the e n j o y m e n t  
o f  this l e a s e  m a y  be u s e d  a f t e r  a w r i t t e n  
p e r m i t  t h e r e f o r e  has b e e n  o b t a i n e d  f r o m  t h e  
L essor.

I. i ?.•: w i s e , the l e a s e  p r o v i d e s  t h a t  "the v os sue s h a l l  n o t  c o m m i t  
w-isto o r  i n j u r y  upon the l a n d s  l e a s e d  h e r oin.
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• 1 C. . V . S :a i t h

' ' m i  s u n d e r 3 tandir.g so.'.corn ins Cvnm.i n o s ' r i g h t  to
•m. v.;f i - . i . r . l i f e  tr..-.c cour-•rni.’-i! r e n t a l  re n d  jusfcftent, s p r i n g s  
.1 th"- it: icv.a S p e c i a l  P r o v i s i o n *  c- r d o t o  L»:io lease f o i l  ovine# 

t. ,«• a u c t i o n .  O n e  of t h a n  r o a d s  a s  f o l l o w s :

P e r m i s s i o n  is hereby g r a n t e d  tha L o s s e s  
t o  r e m o v e  a ll or any p o r t i o n  o f  the 
t i m b e r  n o w  g r o w i n g  or. the l a n d s  
i n c l u d e d  in thi s  l e a s e  a g r e e m e n t  a nd 
t o  d i s p o s e  o f  the t i n h e r  so r e m o v e d  in .
s u c h  m a n n e r  a s  he s'naxl s ee fit.

F o r  p r e c i s e l y  t he s a m e  r e a sons w h i c h  c o m p e l  t he c o n c l u s i o n  t h a t  
t h o  a t t e m p t e d  w a i v e r  o f  the S t a t e ' s  r i g h t  to r e a d j u s t  r e n t s  i s  
vo i d ,  t h e  S p e c i a l  P r o v i s i o n  c o n c e r n i n g  t i m b e r  h a r v e s t  i s  v o i d  
as w e l l .  T h e  l a w  a p p l i c a b l e  w h e n  the s a l e  w a s  h e ’ 1 f o r b a d e  
the g r a n t i n g  o f  r i g h t s  to h a r v e s t  t i m b e r  f o r  o c h e r  t h a n
p e r s o n a l  u s e  a s  a p a r t  of a land lease. F u r t h e r m o r e ,  e v e n  if
s u c h  a g r a n t  w e r e  t h e n  p e r m i t t e d  by lav/, t h e  l e a s e  o f f e r e d
to t he p u b l i c  a t  a u c t i o n  d id r.oc c o n t a i n  thi s  v a l u a b l e  r i g h t ,
and t h e r e f o r e  it n ot be e n g r a f t e d  u p o n  the t r a n s a c t i o n
b v  n e g o t i a t i o n  o r  s i m p l e  g e n e r o s i t y .

I s u p p o s e  t h a t  this o p i n i o n  w i l l  g e n e r a t e  p r o b l e m s  
f o r  the D i v i s i o n  o f  Lands, p a r t i c u l a r l y  w i t h  r e g a r d  to t ho 
t i m b e r  p r o b l e m  - f o r  the D i v i s i o n  h a s  v a c i l l a t e d  on t h a t  i s s u e  
in c o n n e c t i o n  w i t h  t h i s  .lease a n d  u l t i m a t e l y  a d v i s e d  K r .  C u m m i n g s  
in .11)73 t h a t  h e  w a s  e n t i t l e d  to tak e  the timber. H a v i n g  
' r e l u c t a n t l y  c o n c l u d e d  that t h a t  a d v i c e  w a s  in e r r o r ,  I u r g e  
t.’m t  it b e  c o u n t e r m a n d e d  i m m e d i a t e l y .

P e r h a p s  t h e  p n r s o n n a l  o f  t h e  D i v i s i o n  o f  L a n d s  s h o u l d  
h e  r e m i n d e d  t h a t ,  t h e y  h a v e  n o  c a r t a  b l a n c h e  a u t h o r i t y  t o  d e a l  
w i t h  s t a t e  l a n d s .  T h e i r  p o w e r  d e r i v e s  e n l r T r e l y  f r o m  t h e  
l e g i s l a t u r e . 1ft s o m e  t r a h s ,  t h e  Corcr.l e s s i o n c r  h a s  b y  r e g u l a t i o n  
l i m i t e d  ; h e  D i r e c t o r ' s  a b i  l i l y  t o  i i . ’. n l o m s n t  o r  u s e  s t a t u t o r y
a . 1' n o r i t y  b v  v o l u n t a r i l y  i m p o s i n g  a d c i L i o n e l  c o n d i t i o n s  a n d  
l i m i t a t i o n s  u p o n  t h e  p o w e r s  g i v e n  h i m  b y  s t a t u t e .  T h e  D i v i s i o n ' s  
p e r s o n n e l  r a m t  e x a m i n e  e v e r y  p r o p o s e d  D i v i s i o n  a c t i o n  t o  d e t e r m i n e  
w h e t h e r  L u c  l e g i s l a t u r e  h a s  a u t h o r i s e d  i t  b y  s t a t u t e  a n d ,  i f  
s o ,  w h e t h e r  D i v i s i o n  r e g u l a t i o n s  p e r m i t  i t .  U n l e s s  b o t h  
c : u . L i o n s  a r c  a n s w e r e d  i : .  Lb a a f f i r m a t i v e ,  t h o  p r o p o s e d  a c t i o n  
s h o u l d  n o t  b n  t a k e n .

AGO 8 8 5 7 1 4



11 • »* . \j*»»! N  \ i I T . \! Kl.St KHCC’l S II \.\C 5N..S.1!) 

I I A  \ f  '.'.‘M'J

d .m e  t h e  I ” '*! I>y i’s ! .*  ;e .  <" l i a b l e  'i a n y  
e! ; ; : r . ' » d  .my third pa iiy  o r  l*> a:iy c lahe . j tfie.t 
i, .ce ■ I 1o i l i  owner - h i p  Ii: the event t i e  r.tcte 
does ic t c i . c  ti l l-; t ' i f ' ;  b u d  under lease, the 
eoii.lt'.i 'J. i! leave shall than have the sar .e  
>!.!ii.|i i;.. in ice and e ffec t as a non-condit iona l 
lease issued under the regulations tit' this 
chap te r . ( I  If. 7 / l/ r tO . Keg I ;  an; S;I5 ,V>4. f.ee.
I 7 ; n m  3 / 3 U/l>6 , Re g .  ? 2 )

Authority: A S  3 8 . 0 5 . 0 2 0  

AS 3 S .05 .0 35  
AS 3S .05 .07 7

A R T I C L E  4. S H O R T  TITLE A N D  
DEFINITIONS

Section

9 0 0 .  Short title 

9 1 0 .  Definitions

11 A A C  5 3 . 9 0 0 .  S H O R T  T IT L E .  This chapter 
perta ins to the leasing o l  lands o f  the State o f  
A laska am i to the ju r isd ic t ion  o f  the D iv is ion o f  
Lands , Depa rtmen t o f  Natura l Resou rces ar.J 
re la ted m at te r , .  T lie inter.t o f  this chap te r is to 
insure the c.p.iitable leasing o f  Alaska lami in a 
m in n o i  that vv.•!! encov^c.e deve lopment fo r  its 
hh-.hesi au.l Lest r . s c^ T h is  chapter may be 
feietvcci to as" the “ Surface Leasing 
Rc«»ilaliv*ns., ‘ ( i l l .  7/1 /fi l l . Lee I ; am S / I  5/T-4, 
I teg. 17; am 3/20/ 66 . H . g  23)

A u th o r i t y :  AS  3 3 . 0 5 . 0 2 0  
AS 3 .S 0 5 . 0 3 5  
AS 3 3 , 0 5 . 0 7 5

II A  A C  5 S.9 10. i)i c i v i l  I O N S .  In these

I. -g illations the following t i m s  shall ha ve  the

r r .ca i r ; ’ 1; indicated miles' the context clearly 

ic*piiiesa d d b n c u l  m e a n i n g

( I )  “ n g i iu l t u r n l  lands'' means those lands 
which . because o f  location adjacent 
*.I •velo jsment, physical and c limatic le l i lu iV ' ,  arc 
o r  m ay  he made suitable tor l l o  p iodu e t ion  o l 
ay; i, ult 1 1 .i* i rops ;

t />  ‘ A ; 1. "  means the  Al...s!:i l a n d  Aci '.S 
3 .S 0 5 .

t5)'V\li'i - m e n :  S ’ * o l  ■ * ' * . ' •

t i) 1 Al l 1 a I in,!' ii i, i all I iiitl' in l ii;’
• i| . I. Ie ..ii ! Mill :i • '..I I lU.I*. or l . ' * " l  <*•.*

l ie lo iigiug (Vi ov h e re a f te r  in any m 'umer 
acijuired I y A la  .*, it

(5) ' cbvdiic. ‘i.ei* meat',' th: designation o f  

lands e.ccor.b'ng to their a p p a re n t best u s e : ^

(f>) “coitiniefcia! lands ' iti.atis tlios-e lands , 

w h ic h , be ca u s e  ol location, physical features or 

adjacent d e v e l o p m e n t s ,  m a y  best b e  utilised for 

n o n  industrial business purposes;

(7) “c o m m i s s i o n e r "  m e a n s  the C o m m i s s i o n e r  

o f  the D e p a r t m e n t  o f  N a t u r a l  Re so ur ces :

(S) “d e p a r t m e n t "  m e a n s  the D e p a r t m e n t  o f  

Natural Re so urc es;

(9) "director” m e a n s  the Director of  the 

Division o f  L a n d s ,  D e p a r t m e n t  o f  Natural 

Resources;

(10) "division" m e a n s  Division o f  L a u d s  

within the D e p a r t m e n t  o f  Natural Resources. 

Administrative p o w e r s  a n d  o th er delegated 

duties cs prescribed b y  l a w  or regulations are 

vested in the director;

( 1 1 ) "fair m a r k e t  v a l u e "  m e a n s  the highest 

price, e stimated i:i te rn 's  o f  money', w h i c h  the 

property w o u l d  bring i!' e x p o s e d  for sale for a 

reasonable t i m e  in the o p e n  m a r k e t ,  with a 

seller, willing bu t not forced to sell, a n d  a buyer, 
willing but not forced to b u y ,  b o t h  being fully 

infoimei! of all tin; p u r p o s e s  for w h i c h  the 

prope rt y i> best a d a p t e d  or  could be  used:

(I?) “grazing la nds” m e a n s  those lands w h i c h  

in their natural statu h a v e  the p h y w c n l  a n d  

climatic features that m a k e  t h e m  primarily 

useful for the pasturing of d o m e s t i c  livestock;

(13) “pre ference right grazing leas;" m e a n s  a 

grazing lease gr an t e d  to a lessee w h o s e  federal 

grazing leave w a s  cancelled to allow the land 

u n d e r  leas; to b e  selected b y  the slate; •

( i - 1 )  " i . m d "  m eans n'l land' u n d e r  the 

iini'di.tior ol th e  division;

(15) ’i . i n c u t s  a fare lea*.' i.v.i.J ci 

I. 'I p m  ,.:,mt |, i the A«.t a n d  Jh.'ve icgid.iiu, i'-.

I i (•) " m e i e r  i! I .m d ' "  HU o i '  i a ,■ e I m.l* t!,.ii 
a 1 • * hi* f> ve’ .i..' ' lo t  I ' : v'ii •'*. iu . ; . | . ( n ;  I •;*l

! I ".
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THE PRECEDING DOCUMENT(S) MAY NOT FILM 

LEGIBLY BECAUSE OF POOR QUALITY OF THE 

ORIGINAL.



Problems with Chapter 58

1) Definition of various classifications of lands vary from chapter to

chapter in the regulations. They should be consistent at all 

times. See chapters 56 and 58, for instance.

2) Lvery chapter oi.jht to have the same number of definitions; "i.e., 

commercial lands should be defined, as should be industrial, not 

just one or the other. For instance, Chapter 58 dealing with state 

leases does not have a definition of industrial lands, yet a goodly 

number of state leases are just that.

3) Commercial-Industrial classification (II AAC 56.610) no longer 

exists, yet it still is un the books.

A) a. Public recreation lands classification should be ’tdoor „

recreation areas (which include parks, scenic overlocxs, camp­

grounds, etc., etc.)-- it should be removed from private recreation 

lands because it conjures up the image of public use.

b. Some more descriptive term (such as cabin site or leisure or 

recreational purposes) should be substituted lor outdoor rec, ational 

areas under private recreation lands.

5) Classification of lands is supposedly the systematic designation of

lands according to their highest and best use, according to 11 AAC 56.610; 

yet I. AAC 58.910(5) says "apparent best use", even though 11 AAC 53.900
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Problems (continued) 2

states "highest and best use".

6) Authorizing statutes must be shown in the regulations. Someone 

ought to check that in minute detail. We came across a couple of 

omissions just checking on problems with state leases. (Omission 

of AS 38.05.105 authorizing specifically half of 11 AAC 58.520. 

Instead, they cite the very general and broad .020, .035 and .075. 

The same thing is true of AS 38.05.135 which deals specifically 

with public and charitable uses on leased land, but 11 AAC 58.370 

just mentions the old standbys of .020, .035 and .075.)

7) What constitutes tha annual rental rate? How it is to be arrived

at needs to be spelled out in the regulations.

8) Related to 7) above, annual rental value (which should not be

pegged to the fair market value, but in fact is determined by it 

due to the non-existence of private leases comparable to those 

offered by the state) should be defined, which it is not now, in 

the regulations.

9) Watershed Lands/Timber Lands-Classified. Defined separately in

Chapter 52; combined in Chapter 58. Must/should be consistent.

10) What is the difference between "may not be disposed by sale" (52.0G0) 

and "shall not be sold" (52.030)? If they should be identical, 

make it one or the other.



THE PRECEDING PAGES WERE TREATED AS 

A UNIT IN THE ORIGINAL FILE.



YftTTt l  ® I F  thimth 
ITffll L t E l O M T d l S

POUCH Y S tA I t  CAPItOl 

JUNtAU Al ASHA 99811 

907 495 3800

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  September 14, 1976

SUBJECT: Surface Leasing Po l icy  o f  State Owned Lands
TO: The Honorable Kay Poland
FROM: Elke Kal lab

Research Analyst

This memorandum addresses various issues which have been ra ised in 
conjunction with recent rent increases on sta te  leased lands and, as you 
requested, comments on points brought up by leaseho lders protest ing the 
readjustment o f  the i r  rents on a va r ie ty  o f grounds. Only the area o f  
surface leasing o f  s ta te owned lands has been invest igated .
In summary we found that the rent increases appear to be in compliance 
o f  cu r ren t ,  app l icab le s ta tutes .  However, we did discover numerous 
i r r e g u l a r i t i e s  and inconsis tencies in the regu la t ions which govern 
surface leasing o f  s ta te  lands. We believe that the various sho r t ­
comings and ambiguities o f  the regu la t ions have contributed s ig n i f i c an t l y  
to the leaseholders '  perceptions that the increases are i l l e g a l  or 
a r b i t r a r y .  Tho information and data perta in ing to surface leasing 
regu la t ions have been submitted to the chairman o f  the Administrative 
Regulation Review Committee, as is  a copy o f  th is  memorandum.

* * * * * * * * * * * * * * * *

I . Rent Increases
Substantia l increases o f  rents in the process o f  reappra isa l did 
not begin th is  year .  Attached to th is repo r t  are two l i s t s  which 
show the old and current renta l  ra tes on every s ta te  lease which 
came up f o r  reappra isa l in 1975 and 1976 as suppl ied to us by the 
D iv is ion  o f  Lands. As can be seen, some o f  the steeper increases 
occurred in 1975.
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Records show that the Div is ion o f  Lands adopted the po l icy to use 
"market renta l  ra tes"  f o r  appra isa ls  and reappra isa ls  o f  s tate 
lands, when and where a comparable pr iva te ren ta l  market ex is ted , 
as e a r ly  as March 10, 1975. This decision was made because the 
D iv is ion o f  Lands believed that enough p r iva te leases existed by 
then which were comparable to ce r ta in  types o f  sta te leases to 
i n s t i t u t e  market ren ta l  ra tes ra ther than charging contract rents 
a t  the ra te  o f  s ix  percent o f  the f a i r  market value o f  the property 
as was and continues to be the case when no market e x i s t s .  So f a r ,  
th is  po l icy  has been l im ited in app l icat ion p r imar i ly  to indus t r ia l  
and commercial leases in the Anchorage area , since a p r iva te market 
f o r  other types o f  leases does not ex i s t  at th is  time. However, a 
subdiv is ion is present ly  being b u i l t  in Anchorage in which the l o t s  
are being leased ra the r  than being so ld .  There fo re , s ta te  leased 
lands in Anchorage which are c l a s s i f i e d  as re s id en t ia l  may soon be 
(re )appra ised on the basis o f  economic ra ther than contract renta l 
ra tes as estab lished by the Div is ion o f  Lands.
Current p r iva te market ra tes in Anchorage are comparable to those 
charged leaseholders in the Anchorage Indus t r ia l  Subdivision accord­
ing to the D iv is ion  o f  Lands. (The Alaska Indus t r ia l  Subdivision 
is  located on Sec. 16 school land in downtown Anchorage.) For 
instance, we have been advised by the D iv is ion o f  Lands that Alaska 
Indus t r ia l  Park, a p r iva te indus t r ia l  subdivis ion on the southwest 
corner o f  C and 44th S tree ts charges an annual renta l o f  eight 
percent o f  the "appraised f a i r  market value," with a periodic f i v e  
year rent adjustment p rov is ion part  o f  the lease . Calais Company 
and Car r -Got ts te in  P roper t ies  lease th e i r  indust r ia l  lands at a 
ra te  o f  seven percent. However, unl ike Alaska Indus t r ia l  Park, 
they w i l l  not subordinate th e i r  lands; i . e . ,  take a "back seat" to 
the improvements on the land which have been financed by a th i rd  
party .
Leaseholders have charged that the Div is ion o f  Lands has not used 
comparable parce ls o r proper appra isa l methods when i t  reappraised 
ce r ta in  leases in the Alaska Indus t r ia l  Subdivision in Anchorage 
and a u t i l i t y  lease in the Matanuska Va l ley .  However, a l l  attempts 
to have these charges substantiated by the leaseholders with support­
ing data have been unsuccessful to date. We have looked at a 
randomly se lected appra isa l  done by the Div is ion o f  Lands to 
f am i l i a r i z e  ourse lves with appraising methods employed by the 
D iv is ion  o f  Lands. Although wc claim no specia l expert ise in th is  
f i e l d ,  the appraisa l appeared to be thorough, extensive and im­
p a r t i a l .
The Const i tu t ion (A r t i c l e  V I I I ,  Sec .2) and various sections o f  
T i t l e  38 d i r e c t  that s ta te  lands sha l l  be se lec ted ,  sold or leased 
to provide the maximum benef i ts  to the people o f  the s ta te .  I t  is 
the re fo re  d i f f i c u l t  to f ind f a u l t  with the D iv is ion ,  in the absence 
o f  some other s ta tu to ry  d e f i n i t i o n ,  f o r  attempting to maximize the 
monetary returns on s ta te  leased lands. How they set about doing 
i t ,  however, is  another subject .
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The decis ion to use market renta l  ra tes was fu r th e r  re f ined and 
delineated when the Board o f  Education instructed the Div is ion o f  
Lands a t  i t s  August 28, 1975 meeting in Kodiak that henceforth the 
D iv is ion  was to obtain " f a i r  market ren ta l "  \ J  on a l l  leased school 
lands. Since Sec. 16 and 36 lands were conveyed to the sta te to 
generate school revenues, i t  is  on ly reasonable to expect that 
rents should r e f l e c t  th is  when they come up f o r  per iodic ad jus t ­
ment, p a r t i c u l a r l y  in l i g h t  o f  the d i r e c t iv e  issued by the Board o f  
Education to charge market renta l  va lue.
The D iv is ion  o f  Lands is  quite w i l l i n g  to admit that in the past 
the Appraising Section in the D iv is ion o f  Lands was viewed as a 
"poor r e l a t i o n " ,  which accounts f o r  the continuing low rents over 
the years in v i o l a t i o n  o f  the law which provides that " . . .  no land 
may be so ld  o r  leased f o r  le ss  than the approved, appraised market 
v a l u e . . . "  ( 3 8 . 0 5 . 3 1 0 ) .  The D iv is ion is  now applying the law, 
thereby co r rect ing past neglect which resu l ted in low renta l rates 
on s ta te  leased lands, t e n e f i t t in g  the indiv idual leaseho lders ,  but 
not necessa r i ly  the people o f  Alaska in genera l .
A lega l opinion (copy at tached) from the Attorney General 's o f f i c e  
to Commissioner Martin prevents the Commissioner from waiving or 
lowering the increases.

11. Rate o f  Contract Rents
The s ta tu tes provide that the i n i t i a l  rent sha l l  be determined 
based on the "approved, appraised market value" ( 3 8 . 0 5 . 3 1 0 ) ,  and 
that subsequent readjustments o f  the rents be based on a "reap­
praised annual ren ta l  value" (3 8 .0 5 .1 0 5 )
Much controversy has ar isen over the term "annual renta l va lue" . 
P ro tes t ing  leaseholders claim that; renta l value cannot be pegged to 
the market va lue, that i t  is something le ss .  The sources we have 
checked fo r  a d e f i n i t i o n  o f  renta l  value s ta te  that renta l value 
i s - -

" (T)ho monetary amount reasonably expectable
f o r  the r ig h t  to the agreed use o f  rea l e s t a t e . . . .
U sua l ly ,  i t  is estab l ished by competitive
cond i t ion s . "  2/

1/ Memo from W. Bruce Atkinson, ADL, to F i l e ,  dated November 17, 1975.
2/ Real Estate Appraisa l P r in c ip le s  and Terminology, Society o f  Real 

Estate Appra isers , p. 164; and Real Estate Appraisal Manual, Jerome 
Knowles, J r .  and Associates , p. 286.
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From the above i t  appears that renta l  value is estab lished by 
market condit ions .  The problem which has and continues to ex i s t  in 
Alaska, though, is  that in most instances the s ta te (D iv is ion  o f  
Lands) makes i t s  own market. There is no pr iva te market to speak 
o f  f o r  a g r i c u l t u r a l ,  g raz ing, rec rea t iona l  and other c l a s s i f i e d  
lands. There fore ,  the s ta te  h i s t o r i c a l l y  has used a percentage 
ra te  o f  the f a i r  market value instead o f  renta l  value to determine 
rents on leased lands. As mentioned e a r l i e r ,  where a p r iva te  
market ex is ts  the D iv is ion i s  charging market renta l  va lue.
Unti l  1968 th is  ra te  was f i v e  percent. There is  nothing in wri ting 
which explains why the ra te was set at f i v e  percent , but we have 
been to ld  that the f i v e  percent f igu re  was a minimim amount derived 
from the Public and Chari tab le  Use s ta tute o f  the Alaska Land Act 
which s t ipu la te s  that the ren ta l  sha l l  be not less than f i v e  
percent o f  the f a i r  market value on school ,  un ive rs i ty  and mental 
hea l th ,  or acquired lands ( 3 8 . 0 5 . 3 1 5 ( d ) ) .  Also, the ra te  o f  
in te re s t  on the unpaid balance o f  contract sa les o f  s ta te  lands was 
f i v e  percent at that time, and the reasoning, according to Div is ion 
personnel, was to standardize the contract sa le  and contract rent 
ra tes .  In 1968, then Commissioner o f  Natural Resources, Tom Ke l l y ,  
ra ised the ra te  to s ix percent because he f e l t  f i v e  percent was too 
low. Again, there is  nothing in writ ing which would substant ia te 
th i s .  The Div is ion o f  Lands now charges s ix percent o f  the f a i r  
market value when there is no pr iva te lease market and the lease is 
o f  a non-revenue producing nature. The Div is ion charges up to 
eight and one -ha l f  percent (8  1/2%) ,or the market renta l  r a te ,  when 
a p r iva te lease market ex is ts  and when the land is a potent ia l  
revenue producer; i . e . ,  land which is  c l a s s i f i e d  and/or zoned 
commercial, i n dus t r ia l ,  o r  r e s id en t i a l .
The ra is ing  o f  the lease renta l  percentage ra te s ,  in some instances 
(such as the Alaska Indus t r ia l  Subdiv is ion ) ,  together with reapprais ing 
the leases based on f a i r  market value have been responsib le f o r  the 
steep increases. The Div is ion o f  Lands is quite cognizant o f  the 
potent ia l  hardships -such a po l icy  creates f o r  ce r ta in leaseho lde rs ,  
p a r t i c u l a r l y  fo r  those ind iv idua ls  who hold non-income producing 
leases .  3/
Much o f  the bad fe e l ing  that was generated over the rent increases 
probably could have been avoided i f  the Div is ion o f  Lands had been 
more approachable and open in what i t  was doing. By not being 
advised o f  s ig n i f i c an t  changes in po l i cy ,  even when they are 
j u s t i f i a b l e  and de fens ib le ,  and by being confused by o r  ignorant o f  
appra isa l terminology as used by the Div is ion o f  Lands, i t  is  not 
su rp r is ing that leaseholders fee l that the Div is ion has been acting 
a r b i t r a r i l y  and cap r ic iou s ly .

3/ Memo from W. Bruce Atkinson, ADL, to Michael C. T. Smith, ADL, dated 
November 4 ,  1975.
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I I I . Special Prov is ions on Certain Leases Limiting Reappraisal to One 
Time

According to the D iv is ion  o f  Lands, fou r  leases e x i s t  which have a 
specia l p rov is ion on the back side t f  the l a s t  page which indicates 
that the lease w i l l  be reappraised bat once f i v e  years a f t e r  issuance 
o f  the i n i t i a l  lease . These leases have been reappraised now 'or a 
second time, and the f ou r  leaseholders are protest ing the reappra isa ls .
A lega l opinion issued by the Attorney General's o f f i c e ,  dated 
October 3, 1975, holds that the Div is ion o f  Lands exceeded i t s  
au tho r i ty  granting the specia l provis ions on severa l grounds.
A. No s ta tu to ry  au tho r i ty  existed to grant the exemption from 

f i v e  year rent adjustments. Apparently a l l  fou r  leases were 
issued p r i o r  to passage o f  a 1964 b i l l  which amended 38 .05 .105 
providing f o r  waivers due to special condit ions.

B. However, even i f  they had been issued a f t e r  th is  amendment 
became law, the specia l p rov i ' , o n  v/ould s t i l l  be inva l id  since
38 .05 .075 s t ipu la te s  that * .ase has to be on a form approved 
by the at torney genera l .  C l j a r l y ,  these leases were not on an 
approved form.

C. F in a l l y ,  the specia l p ro v i s im s  are inva l id  because the leases 
were o f fe red  at public auction without the specia l provis ion 
being part o f  the terms o f  tne lease.

As a r e s u l t  o f  the above lega l opin ion, parts o f  regu la t ion 11 AAC 
58.120 , which a l lows For tho specia l provis ion on un ive rs i ty  and 
school lands, should be changed immediately.
While checking into the above matter,  we found that the Div is ion o f  
Lands is  apparently in v i o l a t i o n  o f  38 .05 .075 - Leasing Procedures.
This section sta tes that " (T)he d i re c to r  or his representat ive 
sha l l  immediately issue a rece ip t  containing a descr ip t ion o f  the 
land or in te re s t  leased, the pr ice bid, and the terms o_f the lease . 11 
According to D iv is ion o f  Lands personnel th is has never been done.
I t  would appear that e i th e r  the Div is ion o f  Lands should provide 
the bidder the "terms o f  the lease" at the time i t  issues the 
rece ip t ,  o r  tho re ference to the " lease terms" should be removed 
from 38 .05 .075 .

IV. Improvement to Leased Propert ies
The charge has been made by several  leaseholders in the Alaska 
Indus t r ia l  Subdivision that th e i r  land has been reappraised im­proper ly because improvements to the land have been taken into 
cons iderat ion , even though the lease states quite c l e a r l y  that the 
land is to be reappraised in a s ta te o f  improvement s im i la r  to that 
o f  the land described in the lease at  the time the lease v/as issued.
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(" . .  in a s ta te  o f  improvement s im i la r  to that o f the land described 
herein at the time th is  lease was entered i n t o . " ) .
The D iv is ion o f  Lands maintains that while leaseholders cannot be 
and, f o r  that matter , have never been penalized f o r  the improvements 
made to t h e i r  leased lands, improvements which were made at public 
expense and which as a consequence raised the value o f  the area or 
the lands under lease should be re f le c ted  in the re app ra i sa l .  We 
are to ld  that th is  p rac t ice  is  consis tent and standard procedure in 
the reappra is ing business. While we are not app ra ise rs ,  the 
reasoning seems to make sense.
Short o f  being provided with data by the leaseholders (which we 
have asked f o r  but not received) which would bear out th e i r  charge 
that improvements they have made to th e i r  p ropert ies were being 
included in the re app ra i sa l ,  we cannot assume that the Div is ion is  
not reappra is ing the p roper t ies  exclus ive o f  improvements owned by 
the indiv idua l leaseho lde rs ,  or that they are not applying p ro fe s ­
siona l standards when appraising lands.

* * * * * * * * * *

Conclusions
Our invest iga t ions indicate that substantive and/or long term r e l i e f  to 
the leaseho lders regarding the per iod ic rent adjustment o f  th e i r  le ase -  
holdings is  probably not poss ib le  under the ex is t ing s ta tu tes .  I f  i t  is 
believed that increases o f  rents should be l imited in some way , or that 
rents be readjusted on a d i f f e r e n t  basis than percentage o f  f a i r  market 
value or f a i r  market ren ta l  value as is  the pract ice now, i t  w i l l  be 
necessary to l e g i s l a t e  to that e f f e c t .
No new l e g i s l a t i o n  w i l l  be necessary to require the Department o f 
Natural Resources (D iv is ion  o f  Lands) to bring th e i r  regu la t ions in to 
compliance with e x i s t ing ,  app l icab le  s ta tutes or to "c lean them up" so 
that the ambiguities regarding meaning and the inconsis tencies o f  the 
language and d e f in i t i o n s  used in the regu la t ions are e l iminated. While 
no new le g i s l a t i o n  is  necessary f o r  the rev is ion  and up-dating o f  the 
regu la t ion s ,  i t  is recommended that the app l icab le ,  author iz ing sta tutes 
bo revised as necessary to be cons is ten t and c le a r  throughout. They are 
not now, in some instances.

EK: jm
Attachments
cc: The Honorable Jalmar Ke r t tu la

AGO 885723
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October 22, 1976
323 I. rOORlH AVlNVr-MHOmr 99S0I

Mr. Ml|t Barker 
Legislative Finance Division 
Pouch WF-State Capitol 
Juneau, Alaska 99801

Re: Data Request. Land Lease Reappraisal Costs.

Dear Mr. Barker:

This Is In reply to your telephone request of October 20, 1976 for data 

regarding costs of appraising State leases during the last year.

Our records Indicate a total number of 661 parcels have been appraised 
during tho last 12 month period, roughly from October, 197? to Octobor, 

1976. Of thes-j 661 units 176 tracts have been reappraisals of leased 
properties. Considering the percentage of staff time spent on these 

leases, Including salary, per diem, travol expense, appraisal review, 
and secretarial help, It is calculated that approximately $31,900.00, 
or roughly $180.00 per parcel, was expended In reappraising these prop­

erties.

I hope this data Is adoqunto for your needs. Should you require further 

Information feel free to call on us.

S Inceroly 

&{■uio? y

W. Bruce Atkinson
Chlof, Contracts Administration

AGO 8 8 5 7 2 4  T
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JAY S. HAMMOND, GOVfRNOR

OMSION Of l  Jim / 32J [. VH AVfNUC -  ANCHORACC 99501

J .  H. Hogan, D i recto r 
Leg is la t iv e  Finance Div is ion 
Pouch HF - State Capitol 
Juneau, Alaska 99301
Re: Data Request. Land Lease Reappraisal Cost.
Dear Mr. Hogan:
This is  a sadly delayed response to your l e t t e r  o f  August 25 , 1976 
requesting information on costs o f  "the reappra isa l  program recen t ly  
conducted by the State f o r  much o f  i t s  leased land".
Regretab ly we are unable to send you the data you request as i t  is  not 
exac t ly  c lea r  what you are seeking. Reappraisal e f f o r t s  here a t the 
D iv is ion o f  Lands is  a continuing process. We handle r e app ra isa ls  o f  
State lease lands,  sta tewide, as the need ( le ase  anniversary date) a r i s e s .
I f  you could be more e x p l i c i t  regarding the p a r t i c u l a r  appra isa l  e f f o r t  
perhaps we could help you.
Yours t r u l y ,

W. Bruce Atkinson ( )  'r  •V'V*
Acting Chie f,  Lands & Water x A  / «

/  w 7 l |  //,/> 'n i U  

f r ' f n d
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JAYS. HAMMOND. GOVERNOR
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F e b r u a r y  17, 19 7 7

OFFICE OF THE COMMISSIONER / urn fl oor. state office blog.
/ POUCH M - JUNEAU SSSU

T h e  H o n o r a b l e  K a y  P o l a n d  
C h a i r p e r s o n ,  S e n a t e  R e s o u r c e s  

C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9811 

D e a r  S e n a t o r  P o l a n d :

A s  y o u  a r e  a w a r e ,  t h e r e  h a s  b e e n  a g r e a t  d e a l  of  c o n c e r n  l a t e l y  
o v e r  S t a t e  la n d  d i s p o s a l  polio.’ s and p r o c e d u r e s .  T h i s  is o c c a­
si o n e d  p a r t i c u l a r l y  by the r e c e n t  p r o b l e m s  in r e a p p r a i s a l  of  
c e r t a i n  l e a s e s  in t h e  A n c h o r a g e  area.

R e s p o n d i n g  to this c o n c e - n ,  the G o v e r n o r  in O c t o b e r  o f  l a s t  y e a r  
a p p o i n t e d  an Ad Hoc C o m m i t t e e  on S t a t e  L a n d  P r a c t i c e s  a n d  P r o c e­
d u r e s  w h i c h  has be e n  m e e t i n g  since, in an e f f o r t  to b r i n g  t o g e t h e r  
e x p e r t i s e  o n  t h i s  c o n t i n u i n g  p r o b l e m .  M e m b e r s  of t h a t  c o m m i t t e e  
i n c l u d e  Bi l l  Mack, C h a i r m a n  of  the A l a s k a  L a n d  and L e a s e h o l d e r s  
A s s o c i a t i o n ;  J o h n  N o r m a n ,  an a t t o r n e y  w i t h  t h e  f i r m  o f  C o l e ,  H a r t i g  
R h o d e s  ti N o r m a n ;  H u g h  G e l l c r t ,  P r e s i d e n t  o f  B e a r  F r i t z ,  Inc., (a 
l a n d  d e v e l o p m e n t  c o m p a n y  w i t h  i n t e r e s t s  in A n c h o r a g e  and t h e  K e n a i  
P e n i n s u l a ) ;  L i d i a  S e l k r e g g ,  A n c h o r a g e  A s s e m b l y w o m a n  a n d  P r o f e s s o r  
o f  R e g i o n a l  P l a n n i n g  at the A r c t i c  E n v i r o n m e n t a l  I n f o r m a t i o n  a n d  
D a t a  C e n t e r ;  J a m i e  Love, D i r e c t o r  of the A l a s k a  P u b l i c  I n t e r e s t  
R e s e a r c h  G r o u p ;  G r a n t  C c i s l e r ,  V i c e  P r e s i d e n t  of A l a s k a  Mutual 
S a v i n g s  Bank; Carl M a r r s ,  la n d  m a n a g e r  for C o o k  I n l e t  R e g i o n ,  Inc.; 
D a v i d  M c C a b e ,  p r o f e s s i o n a l  a p p r a i s e r  r e p r e s e n t i n g  the Real E s t a t e  
A p p r a i s e r s '  A s s o c i a t i o n ;  a n d  H e r b  L a ng, former A n c h o r a g e  A s s e m b l y­
m a n  a n d  P r e s i d e n t  of  A l a s k a  S a n d  a n d  G r a v e l  C o m p a n y .  L e g i s l a t i v e
m e m b e r s  a p p o i n t e d  to tho c o m m i t t e e  w o r e  S e n a t o r  M i k e  C o l l e t t a
a n d  R e p r e s e n t a t i v e  T e d  Smith. Up o n  R e p r e s e n t a t i v e  S m i t h ' s  r e s i g­
n a t i o n  he w a s  r e p l a c e d  by R e p r e s e n t a t i v e  C l a r k  G r u o n i n g .

T h i s  c o m m i t t e e  has he l d  m e e t i n g s  on a w e e k l y  b a s i s  s i n c e  its i n c e p­
tio n  in O c t o b e r  a n d  has a l s o  c o n v e n e d  o n e  e v e n i n g  m e e t i n g  for the 
p u r p o s e  of t a k i n g  p u b l i c  t e s t i m o n y .  W e  p r e s e n t l y  a n t i c i p a t e  that
t h e i r  d e l i b e r a t i o n s  will be c o m p l e t e  by the end o f  F e b r u a r y  a n d
th a t  they w i l l  at that time h a v e  a r e p o r t  p r e p a r e d  for d e l i v e r y  
to the G o v e r n o r .  W e  e x p e c t  t h i s  r e p o r t  to i n c l u d e  s e v e r a l  c h a n g e s  
in law, n u m e r o u s  c h a n g e s  in r e g u l a t o r y  a u t h o r i t y  o f  the D e p a r t m e n t  
a n d  a n u m b e r  of p o l i c y  c h a n g e s  in h o w  t h o s e  l a w s  a n d  r e g u l a t i o n s  
a r e  e x e c u t e d .

A i d  885726



T h e  H o n o r a b l e  Kay P o l a n d - 2 - F e b r u a r y  17, 1977

We  a r e  a l s o  p r o p o s i n g  t h a t  t h e  c o m m i t t e e  m e e t  w i t h  L e g i s l a t o r s  
a n d  o t h e r  i n t e r e s t e d  p a r t i e s  in J u n e a u  p r i o r  to f i n a l i z i n g  its 
r e p o r t .  W e  l o o k  f o r w a r d  to s e t t i n g  a t i m e  for th a t  m e e t i n g .

W e  w a n t  to a s s u r e  y o u  t h a t  w e  s h a r e  y o u r  c o n c e r n  o v e r  p r o p e r  
a d m i n i s t r a t i o n  of  the S t a t e ' s  r e s o u r c e s  a n d  l o o k  f o r w a r d  to a n  
o p p o r t u n i t y  to d i s m i s s  the l a n d  d i s p o s a l  p o l i c y  in d e t a i l  in 
th e  n e a r  f u t u r e

G a y  R. M u l t i n  
Coi.amissioncr

AGO 8857 27 '



M  L ii 0  R  A  ti D U M  M a r c h  9, 1977

SUBJECT: C S S B  159, r e l a t i n g  to leas in g o f  s t a t e  lands

TO: S e n a t o r  J o h n  S a c k e t t r C h a i r m a n
S e n a t e  F i n a n c e  C o m m i t t e e

FROM: J o h n  3, C h e n o w e t h
L e g i s l a t i v e  Coun se l

The a b o v e - r e f e r e n c e d  b i l l  h a s  b e e n  r e f e r r e d  to t h e  F i n a n c e  
Committee.

S h o u l d  the c o m m i t t e e  c o nc u r in the changes to the o r i g i n a l  
bill m a d e  b y  the Re s ou rc es  Committee, p l e a s e  a m e n d  pag e 1, 
line 23 to m a k e  r e f e r e n c e  to "the p r e c e d i n g  t e n - y e a r  period'1 
r a t h e r  th an  the f i v e - y e a r  p e r i o d  mentioned, to c o n f o r m  to 
the a l t e r a t i o n  o f  the r e a p p r a i s a l  p e r i o d  f r o m  five to ten 
years.

J B C : h j d

A G O  885728 J
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RECEIVED REVISED COPY OF SB 159 AND HAVE REVIEWED IT WITH THE 

LEGISLATIVE COMMITTEE OF THE INDUSTRIAL LEASEHOLDERS ASSOC.

THE UNDERSIGNED MAJORITY OF THE COMMITTEE CONCUR WITH THE BILL 

AS REDRAFTED. WE FEEL IT IS NOT ON.Y IN THE BEST INTEREST OF 

THE EXISTING LEASEHOLDERS, BUT ALSO IN THE BEST INTEREST OF THE 

STATE OK ALASKA , IN THAT IT CONFIRMS THE STATES DESIRE TO MAKE 

PUBLIC LANDS AVAILABLE ON A LEASE BASIS.

IN BEHALF OF OUR ASSOCIATION OF LEASEHOLDERS, WE WISH TO EXPRESS 

OUR THANKS a n d  APPRECIATION FOR YOUR EFFORTS.

VERY TRULY YOURS 

KEN DAVIS 

BOB FCRD

LOWELL MACNUTT Q 4 — "
AGO 8857Z.9
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Introduced: 2/15/77
Referred: Resources and Finance

i W

^ B Y  POLAND, CROFT AND HUBERIN T H E  S E N A T E

( Z  S  S E N A T E  B I L L  NO. 159 

IN T H E  L E G I S L A T U R E  OF T H E  ST A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  - F I R S T  S E S SION 

A  BILL

F o r  a n  A c t  entitled: "An A c t  r e l a t i n g  to the l e a s i n g  o f  state land other

than for the e x t raction of n a t u r a l  resources; a n d  p r o­

vi d i n g  for an e f fective date."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  STATE O F  ALASKA:

* S e c t i o n  1. A S  3 8.05.085 is repe a l e d  a n d  r e - e n a c t e d  to read:

Sec. 38.05.085. T E R M  O F  LEASE. (a) The lease shall p r o vide that
Z S '

(1) for the initial I f - y e a r  p eriod of the lease, che lessee 

s hall p a y  the state a fi x e d  base annual rental to be a g r e e d  upon by the 

p a r t i e s  in com p l i a n c e  w i t h  the p r o v isions o f  this chapter; however, this 

a n n u a l  r e n t a l  m a y  n o t  exceed erigtfc per cent of the fair m a r k e t  v a l u e  of

the p r o p e r t y  as d e t e r m i n e d  in (b) of this section;

(2) the fi x e d  base annual rental to be pa i d  by the lessee
x s

shall b e  r e a d j u s t e d  w h e n  the initial 3fl-year p e r i o d  of the lease has

T C r N
e x p i r e d  and, thereafter, every 6 6 » e  years; and

r s u
(3) the r e a d j u s t e d  annual rental shall not exceedfjgightj per 

cent o f  the fair m a r k e t  v a l u e  of the p r o p e r t y  as det e r m i n e d  in (b) of 

this s e c t i o n  or 50 per cent more than the amount paid each year d u r i n g  

the i n i tial p e r i o d  or the prec e d i n g  five-year period, whi c h e v e r  i3

£ h 1 jha"r\./ 0 uj£r/L

(b) W h e n  it b e c o m e s  n e c e s s a r y  to determine the fair market value 

o f  p r o p e r t y  as r e q u i r e d  b y  (a) of this section, the lessee shall appoint 

an M.A.I. a p p r a i s e r  a n d  the state shall appoint an M.A.I. appraiser.

Th e  two ap p r a i s e r s  so a p p o i n t e d  shall, w i t h i n  a specified p eriod o f  time 

a g r e e d  u p o n  b y  the parties, make their appraisals of the p r o p e r t y  in

-I" SB 159 AGO 885730-j-*



question. If the two app r a i s e r s  agree u p o n  the fair m a r k e t  value, the 

d e t e r m i n a t i o n  is a b s o l u t e l y  b i n d i n g  o n  the parties. In the event the 

two a p p r a i s e r s  a re u n a b l e  to agree, they shall together a p p oint a third 

M.A.I. a p p r a i s e r  w h o  shall then make his a ppraisal o f  the p r o p e r t y  in 

question. W h e n  the th i r d  a p praisal is completed, the two of the three 

app r a i s a l s  w h i c h  are n e a r e s t  ea c h  o t h e r  in their deter m i n a t i o n  of the 

fai r  m a r k e t  v a l u e  shall be aver a g e d  a n d  the resultant sum shall be the 

fair m a r k e t  v a l u e  of the m a t t e r  in q u e s t i o n  a nd a b s o lutely b i n d i n g  on  

the parties. A l l  co3ts i n c u r r e d  in m a k i n g  the appraisals p r o v i d e d  for 

in this s u b s e c t i o n  shall be bo r n e  by the state a n d  the lessee equally.

(c) T he lessee shall mak e  a d v ance payments of the a nnual rent or 

p o r t i o n  of it as the director, w i t h  the approval of the c o m m i s s i o n e r , 

m a y  require.

(d) A  p r e f e r e n c e  right lessee of grazing or forest land m a y  follow 

the p a y m e n t  s c h e d u l e  e s t a b l i s h e d  in his c a n c e l l e d  federal lease or 

g r a z i n g  permit if he so desires.

(e) N o t i c e  o f  all actions by the department aff e c t i n g  the rights 

o f  a lease or l essee shall be gi v e n  to the lessee.

(f) A  v i o l a t i o n  o f  a p r o v i s i o n  of this chapter or o f  a term or 

p r o v i s i o n  o f  a lease subjects the lessee to approp r i a t e  legal action, 

including, but not l i m ited to, a forfeiture of the lease.

* Sec. 2. AS 38.05 is a m e n d e d  by a d d i n g  a n e w  section to read:

Sec. 38.05.103. R I G H T S  O F  H O L D E R  O F  SECU R I T Y  INTEREST. (a) If

there is a b r e a c h  o r  default o f  a te r m  of a lease or of the p r o v i-ions

o f  this c h a pter r e l a t i n g  to a lease, the d i v i s i o n  shall p r o vide w r i t t e n  

n o t i c e  of the b r e a c h  or default by personal service or by r e g i s t e r e d  or 

c e r t i f i e d  m a i l  to the lessee a n d  to any h o l d e r  o f  record h a v i n g  a 

s e c u r i t y  inte r e s t  in the l eased property. The n o tice shall also make 

d e m a n d  u p o n  the lessee to cure o r  r emedy the b reach o r  default w i t h i n  fin

-2- A G O  885731
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d ays f r o m  the date of r e c e i p t  of the n o t i c e  a n d  demand. If a lessee 

fails to cur e  or r e m e d y  the b r e a c h  or d e f ault w i t h i n  60 days, or w i t h i n  

the a d d i t i o n a l  time w h i c h  the d i v i s i o n  m a y  al l o w  for good cause, ths 

state may, s u b j e c t  to (b) o f  this section, exercise a ny right w h i c h  it

m a y  h a v e  at l a w  o r  as set out in the lease.

(b) If a l essee fails to cure o r  r e m e d y  a b r e a c h  or default w i t h i n  

the ti m e  a l l o w e d  in (a) of this section, a holder of a security interest 

vrho h as r e c e i v e d  n o t i c e  un d e r  (a) of this section m ay cure or r emedy the 

b r e a c h  or d e f ault if the b r e a c h  or default can be cured by the payment 

of m o n e y  or, if this cannot be done, by per f o r m i n g  or undert a k i n g  in 

w r i t i n g  to p e r f o r m  the terms, c o n v e n a n t s , restrictions and conditions of 

the lease c a p able of p e r f o rmance by the holder. The holder shall act 

w i t h i n  60 days f r o m  the date of receipt o f  n otice under (a) of this 

section, or w i t h i n  an a d d i tional p e r i o d  as the director m a y  allow for 

g o o d  cause.

* Sec. 3. AS 38.05.105 is repealed and r e - enacted to read:

Sec. 38.05.105. P E R I O D I C  R ENTAL ADJUSTMENTS. (a) Each lease

2 S 0
shall sti p u l a t e  that at the c o n c l u s i o n  of the initial JsS-year p e r i o d  of

T'.fcW'
the lease a n d  at intervals of fedaie years thereafter the annual rental 

p a y m e n t  is subject to adjustment. Charges or adjustments shall be based 

p r i m a r i l y  o n  a r e a p p r a i s e d  a n nual rental value. However, if the director 

of the d i v i s i o n  of lands determines that residential development is the 

best use of the land, the reappraisal period may be lengthened or the 

r e a d j u s t m e n t  w a i v e d  in ac c o r d a n c e  w i t h  regulations a d o p t e d  by the d e p a r t­

ment. B e f o r e  a w a i v e r  of rental a d j u stment is issued, the land shall 

hr.ve a c u r r e n t  reappraisal. A  w a i v e r  is va l i d  only if residential 

d e v e l o p m e n t  a c t u a l l y  occurs, and o n l y  if n ecessary for obtaining p r i mary 

l o n g - t e r m  financing. T h e  r e g u l ations a d o pted under this section shall 

e n s u r e  that the state receives a fair r e t u r n  from the land.

-3- SB 139 AGO 8 8 5732

I



-

6
7

8

9

10

11

12

13

14

15 

10 

17 

I B

19

20 

21 

71

23

24

25

26

27

28

7 1

4

(b) T h e  p r o v i s i o n s  of sec. 85(b) of this chapter are a p p l icable to 

r e a p p r a i s a l s  of leases r e q u i r e d  b y  this section.

* Sec. 4. T h e  p r o v i s i o n s  o f  this A c t  are a p p l icable to state leases w h i c h

are in exi s t e n c e  o n  o r  b e f o r e  the e f fective date of this Act if a lessee 

under a lease elects, in writing, to be bound by this Act. W h e n  a lessee 

elects to be b o u n d  by the p r o v isions of this Act, the state shall enter into 

a n e w  lease w i t h  the lessee for a term equal to the full p eriod o f  the 

original lease w h i c h  is b e i n g  terminated that is con s i s t e n t  w i t h  the p r o­

visions of this Act. However, for purposes o f  de t e r m i n i n g  the annual rent by 

the state, the fa i r  m a r k e t  va l u e  o f  the prope r t y  w h i c h  is use d  to establish 

the f i x e d  ba s e  a nnual r e n t a l  for the initial p e r i o d  of the lease m a y  not 

e x c e e d  the fair m a r k e t  va l u e  as it was last a p p r a i s e d  o n  or b efore January 1,- 

1975, or, if the lease w a s  e n t e r e d  into after J a n u a r y  1, 1975, on the basis

of the fair m a r k e t  v a l u e  at the time the lease was entered into.

* Sec. 5. Thi s  A ct takes effect immediately in a c c ordance w i t h  AS 01.1,0.-

0 7 0 ( c ) .

SB 159 - 4 -
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fitth Avrnue Otlice: P. 0. Bet 3-3SB9 • Anchorjgc. Aljiki 99*01  • 907/774IB2I

February 22, 1977

Mr. R. Ford

Anchorage Camper Center 

Re: Senate Bill ff159

Dear Mr. Ford,

We have reviewed Senate Bill 159, and feel that if inacted 
it's passage would seriously hamper long term financing for 
business affected by the Bill. The reason for this comment 
Mr. Ford, is that lending institutions would be wary of the 
repayment knowing what the lease expense would be at a further 
date without the same guarantee from the business's profits.

I hope this memo will answer your question. My reply is general, 
but I feel sound. Any further questions on the matter you 
may have I will try to answer.

Regards,

'Vice President

OFFICES STATEWIDE

AGO 885734 j



Anchorage Camper Center
Alaska's Recreation Vehicle Supermarket 

2 7 5 6  C o m m e r c i a l  Drive A n ch o r ag e , Alaska 9 9 5 0 1  

9 0 7 - 2 7 7 - 0 5 5 6  9 0 7 - 2 7 4 - 4 4 3 4

Feb. 2 2 , 1 9 7 7

M i s t e r  C h a i r m a n  

L a d i e s  &  G e n t l e m a n

M y  n a m e  is R o b e r t  Ford, P r e s i d e n t  of A n c h o r a g e  Carnper Center, 

Vice P r e s i d e n t  o.f B o v s e n  I n v e s t m e n t  C o r p o r a t i o n  - A l as ka  

E x c a v a t i n g  C ontrs., a n d  o w n e r  of R 8: M  Rentals, a company 

d e a l i n g  in l e a s i n g  in the p r i v a t e  market.

I am h e r e  today to speak on b e h a l f  of A n c h o r a g e  C a m p e r  Center, 

p r e s e n t l y  h o l d i n g  A D L  L e a s e  003065-7, Lot s  1 5 , 1 6, 2 2 and 23 

B lock 10 A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  c o m p r i s i n g  7 0, 00 0  

s quare feet. I s p e a k  f or myself, b u t  I am sure the 

a p p r e c i a t i o n  for y o u r  t i m e  and e f f o r t  in g e t t i n g  o ur p r o­

posed bi l l in the L e g i s l a t i o n  is felt b y  all the l e a s e­

hol d e r s  of A l a s k a  I n d u s t r i a l  Sub di vi si on . .

In r e v i e w i n g  SB 159, I feel t ha t s o m e w h e r e  a l o n g  the way  

we v/cro n ot abl e to e x p r e s s  ou r  p o s i t i o n  and also the l e n d i n g  

a g e n t s  p o s i t i o n  in c l e a r  cut t e r m s  or y o u  w o u l d  not have 

seen fit to c h a n g e  Cec-1 38.05085. L et 's  e x p l o r e  that c ha n ge  

fr om  25 y e a r s  l e ve l t e r m  to ten years.

*G0 « 8 * 1 3 5
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T e n  y e a r s  is n o t  a c c e p t a b l e  to  t h e  b a n k  t o  p r o t e c t  t h e i r

l o a n  w h e r e  t h e r e  i s  n o  s u b o r d i n a t i o n  o f  t h e  fee. T h e  s t a t e

w i l l  n o t  s u b o r d i n a t e  so t h e  o n l y  w a y  w e  c a n  o b t a i n  a l o a n

f o r  i m p r o v e m e n t s  o n  l e a s e  l a n d  is to  e i t h e r  h a v e  a h e a l t h

b a n k  a c c o u n t  y o u r s e l f ,  w h i c h  v e r y  f e w  n o w  d a y s  h a v e ,  o r

h a v e  a  l e a s e  w i t h  a  l o n g  e n o u g h  l e v e l  t e r m  l e a s e  o n  t h e  
•0

f r o n t  e n d  t o  c o n v i n c e  t h e  l e n d i n g  pecpl>e t h a t  y o u  w i l l  b e  

a b l e  t o  a m o r t i z e  t h e  l o a n  a n d  a l s o  s t a y  i n  b u s i n e s s .

I f e e l  s a f e  i n  s t a t i n g  t h a t  any l o a n s  f o r  i m p r o v e m e n t s  in 

o u r  s e c t o r  i n  t h e  l a s t  t e n  y e a r s  h a v e  b e e n  m a d e  o n  t h e  f i n a n­

ci a l  s t a t e m e n t  o f  t h e  rnan, n o t  o n  t h e  l e a s e .  T h e r e f o r e  I 

s t o n g l y  s u p p o r t  t h e  t w e n t y  f i v e  y e a r  f i x e d  b a s e  a n n u a l  

r e n t a l  c o n c e p t  so that w e  m a y  s e c u r e  l o n g  t e r m  m o n e y  f o r  

e x p a n s i o n .  T h a t  w a y  w e  c a n  i m p r o v e  a n d  u p g r a d e  o u r  l e a s e s  

t o  t h e  b e s t  u s e  o f  t h e  l a nd.

I w o u l d  l i k e  t o  c o m m e n t  a t  t h i s  t i m e  a n d  s u b m i t  f i g u r e s  

t o  .illustrate t h a t  t h e  50/5 i n c r e a s e  e v e r y  f i v e  y e a r s  a f t e r  

t h e  l e v e l  te r m  is n o t  in m y  e s t i m a t i o n  a v i a b l e  s o l u t i o n  

a n d  t h i s  is the b r e a k d o w n  o f  m y  l e a s e  a t  t h e  a p p r a i s e d

v a l u e  c.h o f  J a n u a r y  1,1*575

AGO 8 8 5 7 3 6



A * A?3 \ A 1 ill)iJiy.i'iiTAT. Di/ICK 10, 1.01*3 15, 16, 22, 23 and 24
A V A.i.:’,KU 1.AMD VALUE .-61, 10’■\oo

'> Ti!C 0°IG MT;'.7 Aî rtATSED least ACCPLUILATED C7.RM i V31-i VALUE VALUE ■PAYMENTS TO LEASED

_A 1 o 
I

0,5 100# ■;> 61,167.00 ■*> 43,933.00 & 43,955.00
10 -15 50# 150-5 9 1 ,750.00 35 ,700.00 35,633.00
15-20 50# 225# 137,625.00 55,050.00 140,633.00
20-25 50# 337. 5#• 206 ,'153.00 82,575-20 223,253.20
25-50 505 506.25# 309,656.00 123,362.40 347,120.60
50-55 50:5 759-33# 464,487.00 185,794.80 532,915.40
35-40 50:5 1 ,139.07# 696,731.00 273,692.40 311,607.80
40-45 50.5 1 ,703.61# 1 ,045,100.00 413,040.00 1,229,647.30
'15-50 1“ r-\ •**' -* 2 , 562.92# 1 ,567,653.00 627,0- 1.20 1 ,35^,709.00
50-55 505 5 , 844. 53# 2 ,351,479.00 940,591.60 2 , r;9r’ , 300.60

AGO 88 5 7 3 7



L a d i e s  a n d  G e n t l e m a n ,  I c a n  not. c o m p r e h e n d  p a y i n g  t h e  

a s t r o n o m i c a l  f i g u r e  o f  ft?,7 9 7 ,300 .00  f o r  7 0 , 0 0 0  s q u a r e  

f e e t  o f  l a n d  o v e r  t h e  n e x t  55 y e a r s .  I r e a l i z e  i n f l a t i o n  

is on  t h e  r i s e  b u t  G o d  h e l p  u s  a l l  if w e  a r e  to b e  f a c e d  

w i t h  f i g u r e s  l i k e  t h e s e  a n d  m o r e ,  e s p e c i a l y  l a n d  w e  c a n  

n e v e r  own.

I t h a n k  y o u  f o r  y o u r  k i n d  a t t e n t i o n .

AGO 0857 38
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B E F O R E  A  H E A R I N G  P AIT E L  OF 
T H E  A L A S K A  D I V I S I O N  0 ?  L A N D S

In t h e  M a t t e r  of P r o t e s t s  )
)

o f  V a r i o u s  L e a s e h o l d e r s  in )
)

A L A S K A  I N D U S T R I A L  S U B D I V I S I O N  )

)

Watttewj, Dusa 3c Bail*

H E A R I N G  P A N E L  P R O P O S E D  D E C I S I O N  A N D  RECOTir.NOAOIOM

I N T R O D U C T I O N

P u r s u a n t  to a l e t t e r  o f  N o v e m b e r  2, 1976, w r i tten 

by ?iichael Smith, D i rector, D i v i s i o n  o f  Lands, to lessees 

h o l d i n g  l eases in the A l a s k a  I n d u s t r i a l  Subdivision, an 

a d m i n i s t r a t i v e  h e a r i n g  w a s  h o l d  D e c e m b e r  14, 15, 20 and 

21, 1976. T h e  h e a r i n g  w a s  c a l l e d  to giv e  the lessees an 

o p p o r t u n i t y  to p r o t e s t  the f i v e - y e a r  reappraisal of c e r t a i n  

s t a t e  leases w i t h i n  the A l a s k a  Ind u s t r i a l  Subdivision, said 

r e a p p r a i s a l  r e s u l t i n g  in s u b s t a n t i a l l y  h i g h e r  annual rental 

p a y m e n t s .  The h e a ring pa n e l  c o n s i s t e d  of George H o l lott  

f r o m  the D i v i s i o n  o f  Lands; K e n n e t h  Zar.sov:, an a p p r a i s e r  

w i t h  the State D i v i s i o n  of P e t r o l e u m  Revenue; and 

T i m o t h y  G. M i d d leton, an a t t o r n e y  in p r i v a t e  practice.

T h e  D i v i o  ion o f  L a n d s  ( D i v i s i o n )  v m s  r e p r e s e n t e d  a t  

t h a  h e a r i n g  b y  J o h n  G i s s b e r g  f r o m  t h e  A t t o r n e y  G e n e r a l ' s  

O f f  ice. R e p r e s e n t i n g  v a r i o u s  ‘leafitl'holddrs waf^'dnuglns D a i l y ,  

ar.d r e p r e s e n t i n g  l e a s e h o l d e r  G r o h  & B a n U e r t ,  a p a r t n e r s h i p ,  

v/as C l i f f o r d  G r o h .  ,

T e s t ifying .as w i t n e s s e s  for the Division were 

R o n a l d  Dunn, an a p p r a i s e r  w i t h  the Division; I>< 'art; Kesliug, 

a fores tor v.<j th th^ Division; end E u g e n e  liarp with tha Department: 

of Highway:?.

a g o  885739



T e s t i f y i n g  as w i t n e s s e s  f o r  t h e  l e s s e e s  w e r e  l.\on

Iirov.'s, J i m  C r i s t o p h c r ,  J o e  VMlh o u r ,  lessees; "red I'errava, a n d

E r r o l  1 Pin-mons, apprai s e r s ;  J o h n  Hamper, a hanker; .And raw H o s e ,

a n  atto r n e y ;  and I’aul K i m b a l l  fror.i L y n d o n  Transport, a lessee.

T h e  r e l e v a n t  p r o v i s i o n s  o f  the lease lorn, r e g u l ations

a n d  s t a t u t e  a r e  set out as follows:

(.1) St a t e  lease p r o v i s i o n  c a l l i n g  for reappraisal:

" l S ]uch p a y m e n t s  to b e  s u b j e c t  to adjustment at 
e a c h  f i v e - y e a r  i n t e r v a l  f r o m  the e f fective date 
hereof, if the le a s e  t e r m  h e r e o f  exceeds five 
y ears, such a d j u s tment to be b ased primarily upon 
a r e a p p r a ised a n nual ren t  1 value of land in a 
i fcatc of improve:,:? • it sini la r to that of the land 
d e scribed h e r e i n aL the t in this lease was c nto.red
In t o .

(2) R e g u l a t i o n s  g o v e r n i n g  rental: 11 A AC 50.520 and

11 A A C  58.410:

11 .AAC 50.520. A D JU S T M E N T  OF RENTAL. All leases 
si ill s t i p u l a t e  that the annual rental payment 
shall be s u b j e c t  to a d j u s t m e n t  by the director 
at f i v e - y e a r  i n t e r v a l s  a n d  any changes ox- a d j u s t­
me n t s  shall be b a s e d  p r i m a r i l y  upon live reappraised 
a n n u a l  rental v a ? u e . T h e  d i r e c t o r  shall take into 
c o n s i d e r a t i o n  the f o l l o w i n g  factors in r e appraising 
tha annual rental value: the value of comparable
lands in the s a m e  o r  s i m i l a r  areas, exclusive o f  
b u i l d i n g s ,  s t r u c t u r e s ,  appur t e n a n c e s ,  equipment, 
land fill, clearing, l e v e l i n g  or roads o w n e d  by 
the l e s s e e . T h e  c o m m i s s i o n e r  m a y  waive one or J
m o r e  of che periodic: r e n t a l  adjustments or lengthen 
the r e a p p r a i s a l  period, w h e n  a lessee who has 
a c q u i r e d  a t r a c t  o f  lan d  for m u l t i p l e  unit lousing, 
cornnarcial, or i n d u s t r i a l  de v e l o p m e n t  can d e m o n­
str a t e  to the s a t i s f a c t i o n  of the commission..**: 
that such a c t i o n  is e s s e n t i a l  in order to obtain 
the p r i m a r y  l o n g - t e r m  f i n a n c i n g  or loan .insurance j
r e q u i r e d  for d e v e l o p m e n t  of the leased land. J.n 
o r d e r  to qual i f y ,  a p p l i c a n t s  m u s t  furnish written 
e v i d e n c e  that, in r e q u i r i n g  n .waivar.of rental 
a d j u s t m e n t ,  the l e n d i n g  o r  insuring a g ency As 
a p p l y i n g  a g e n e r a l l y  a p p l i c a b l e  rule. 1.'a Avers 
shall remain in e f f e c t  o n l y  d u r i n g  tha term of 
the loan b ut sh a l l  not e x c e e d  40 years.

11 A A C  68.410. A N N U A L  R E N T A L . Annual minimum 
r e n t a l s  shill b e  c o m p u t e d  from the approved 
a p p r a i s e d  m a r k e t  value, e x c e p t  in the case of a 
p r e f e r e n c e  r i g h t  g r a t i n g  lease, and shall be. the 
lowest a c c e p t a b l e  b i d  in the event oC an auction.
A n n u a l  rental s h a l l  be tha ba s i s  of bidding for

-2-
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al l  s u r f a c e  l e a s e s ,  e x c e p t  as p r o v i d e d  in see. 440 
o f  this chap t e r .  Annual r e n t a l s  in amounts up 
t o  a n d  i n c l u d i n g  $ 2 5 0 . 0 0  .shall be p a i d  on an a n n u a l  
b asis. A n n u a l  r e n t a l s  in a m o u n t s  above $250.00 
s h a l l  b? p a i d  e i t h e r  a n n u a l l y  o r  in q u arterly 
i n s t a l l m e n t s ,  a t  tha d i s c r e t i o n  o f  the lessee.
A l l  r e n t a l s  sh a l l  be p a i d  in advance.

11 A A C  5S.900. S H O R T  T I T L E .  T h i s  chapter p e r­
tains to the l e a s i n g  o f  l a n d  of the State of 
A l a s k a  and to t he j u r i s d i c t i o n  of the D i v i s i o n 
o f  Lands, D e p a r t m e n t  o£ N a t u r a l  Resources a n d  
r e l a t e d  m a t t e r s .  T h e  i n t e n t  of this c h a p t e r  is 
to i nsure the e q u i t a b l e  l e a s i n g  of A l a s k a  land 
in a m a n n e r  th a t  w i l l  e n c o u r a g e  de v e l o p m e n t  for 
i t s  h i g h e s t  a n d  b e s t  use. Thi s  chapter n a y  be 
r e f e r r e d  to as the " S u r f a c e  L e a s i n g  R e g u l a t i o n s . "

(3) S t a t u t o r y  p r o v i s i o n  d e a l i n g  with rental a d j u s t m e n t s  in

e f f e c t  as o f  M a y  1, 1 9 7 6 : *

A S  33.05.105. P E R I O D I C  R E N T A L  A D J U S T M E N T S . E a c h  
le a s e  shall s t i p u l a t e  that the annual rental p a y­
m e n t  is s u b j e c t  to a d j u s t m e n t  at five-year i n t e r­
va l s  and c h a r g e s  or a d j u s t m e n t s  shall ba b a s e d  
p r i m a r i l y  on a r e a p p r a i s e d  a n nual rental value. 
Hov.’aver, w h e n  d e v e l o p m e n t  of the land is not 
o t h e r w i s e  p o s s i b l e  d u e  to special conditions, 
t h e  r e a p p r a i s a l  p e r i o d  m a v  be l e n g thened o r  
w a i v e d  under r e g u l a t i  ‘'»pted by the
co ami. s s i one r .

B e c a u s e  the h e a r i n g  p a n e l  is c o m p o s e d  of an appraiser, 

l a w y e r  and a r e p r e s e n t a t i v e  of the D i v i s i o n  of Lands, it is 

c o n s i d e r e d  a p p r o p r i a t e  j.n f o r m u l a t i n g  r e c omnendaLions to the 

D i r e c t o r  t h a t  the panel e x e r c i s e  i n d e p e n d e n t  judgment based on 

e x p e r t  t e s t i m o n y  p r e s e n t e d  n n d  e x h i b i t s  offered. Accordingly, 

we do not a c c o r d  Lh e D i v i s i o n ' s  p o s i t i o n  a ny special d e f e r e n c e  

w h i c h  m i g h t  be a p p l i e d  in an a d m i n i s t r a t i v e  appeal in the 

j u d i c i a l  process.

T h e  ba s i c  q u e s t i o n  to be Reso l v e d  in £his h e a r i n g  is 

the d e t e r m i n a t i o n  of a fair r ental for certain Jots w i thin tho 

A l a s k a  Industrial Subdiv i s i o n .  T h i s  fair rental is to bo 

d e t e r m i n e d  for Lhe f i v e - y e a r  p e r i o d  Ilay 2, 1976, through K a y  1, 

1981, the third rental a d j u s t m e n t  p< .jod since Lhe leases

\ ‘his s e c t i o n  has s i n c e  bee n  amended, S i , Ch. 267 SLA 1976.

- 3 -
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cor-V'ccod o n  M n y  2, 1961. Trio D i v i s i o n  h u d  adj usLed

t h o  a n n u a l  r ental of the l e a s e s  in q u e s t i o n  as o f  M ay 1, ID/ll.

Vhir, a d j u s t m e n t  h o d  b e e n  b u s e d  o n  r. r e a p p r a i s e d  fair itu> jt 

v a l u e  a n d  an i n c r e a s e  in t h e  r e n t a l  ra t e  fro • Gf. to 81. The.

m
res. praisr.l a nd a d  j us truant w a r e  b a s e d  on the relevant p r o v i s i o n

o f  t h e  s t a t u t e  a n d  r e g u l a t i o n s  q u o t e d  above. A d d i t i o n a l l y , the

t e r m  "f a i r  m a r k e t  v alue" ir. d e f i n e d  in 11 A A C  58.910(11) as:

"Fair m a r k e t  v a l u e "  m e a n s  t he h i g h e s t  price, 
e s t i m a t e d  in t e r m s  of m o n e y ,  w h i c h  the prop e r t y 
w o u l d  b r i n g  if e x p o s e d  for sa l e  for a r e a s onable 
t i m e  ir. the o p e n  m a r k e t ,  w i t h  a seller, w i l l i n g  •
but not f o r c e d  t o  sell, a n d  a buyer, w i l l i n g  but 
n ot f o r c e d  to buy, b o t h  b e i n g  fully i n f o r m e d  of 
all the p u r p o s e s  for w h i c h  the p r o p e r t y  is b e s t  
a d a p t e d  or c o u l d  b e  used.

II

IPSUES

The issues a p p e a r  to be t he f o l l o w i n g :

(1) A n  i n t e r p r e t a t i o n  of the lease, reg u l a t o r y  a n d  statutory

p r o v i s i o n s ,  as to the n a t u r e  of imp.-over'.ents t.c> be j.neludoO ir. the 

a p p r a i s e d  value.

(2) W h e t h e r  c r  n o t  t h e  t e r m  " p r i m a r i l y " as used in the lease, 

r e g u l a t i o n s  and s t a t u t e  m e a n s  that the Divi s i o n  s h o u l d  consider 

o t h e r  f a c t o r s  in a r r i v i n g  at a r e a p p r a i s e d  annual rental value.

(3) W h e t h e r  the D i v i s i o n ' s  a p p r a i s a l  was in a c c o r d  w i t h  the

l a w  and c o n s i s t e n t  w i t h  the r e l e v a n t  m a r k e t  conditions, p a r t i c u­

la r l y  as to (a) u s e  of c o m p a r a b l e s  a n d  (b) d e t e r m i n a t i o n  c "  

o r i g i n a l  condition.

(4) W h e t h e r  the St r e n t a l  r a t e  is a p p r o p r i a t e  in v.W. • • o f  

r crkel conditions, the p r o v i s i o n s  o f  the stale louse not four! 

j*. p r i v a t e  leases.

■
Ii
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mscusszo i ■,

J\. Pt.iij'O of 7.mp»~oy.*..c.nL;:

Vi 10 .loosen., r e p r e s e n t e d  at this h e a r i n g  ivto.voroL th*:

ter:?. "state o f  i m p rove v e n t " to r-i3.‘.n the at:*-to of improve;'.vnl. of

t h e  e n t i r e  A l e s h a  Induotri a I S.ibdiv.i sion. S p e c i f i c a l l y  . th:.-

l a s s o e s  i n t e r p r e t  this to m e a n  that a n y  i n p r o v e n a n t s  1 out s  ids

of lot b o u n d a r i e s  Pine:a 19C.I, s u c h  as road;: and uti l i t i e s ,  are to

L-e exclv.dod fro.*', c o n s i d e r a t i o n  in the fair r.v.rhet. v a l u a  o f  the

s u b j e c t  lots. The a p p r o i s a l s  c o n d u c t e d  by M o p k .c s . F e r r a r a  an.il

S i p h o n s  for the losses:; a n d  p r e s e n t e d  at the h e a r i n g  r e f i n e t e d

a d j u s t m e n t s  in v a l u e  to a c c o u n t  f o r  tho c o s t  of thou a ir.prov.e-

nsr.ts, p a r t i c u l a r l y  cost o f  accesr.. Th i s  v/e.t: b a s e d  on lang u a g e

in the le a s e  i n d i c a t i n g  v a l u e  s h o u l d  be b a s e d  o n  lo.r.d in a s i m i l a r

s t a t e  o f  irprover-ent as la n d  d e s c r i b e d  in t h a  .lc.-i.se at the 1 5.re

this l e a *;e vas entered, into; thus, the r e f o c a n o e  to "original

c o n d i t i o n . "  The r e g u l a t i o n s ,  how a re.?:, are co r e  e x p l i c i t  in

dot a m i n i n g  v.het inprover.u-T.:-.-: are to be excluded. The J’-r.ie.l

b e l i e v e s  it c o u l d  I>« i n a p p r o p r i a t e , .in v i e w  of reg u l a t i o n  s a-.;-*.

p r i n c i p l e s  o f  equity, to e x c l u d e  frev. the va l u e  o f  the lea

p r o p e r t y  ir-p: a v e r . e n t o f f  the p r o p e r t y , e s p e c i a l l y  when such, j.ri—

provenenfr. v;era pai d  for by the J eux.or. W h e n  a Icsr.ee can de. :.<n-

strail;’ that such o f  f. p r o p e r t y  5 r.provox.ent vj&s p a i d  for b y  a Lr. or

h is p r e d e c e s s o r  in interest, a cii.fjfo.vent a p p r o a c h  s haul-I ho used.

b o t h  the S t a t e  and tho l e s s e e s  a g r e e  th it a n y  i m p r o v e m e n t s  r.:.f,-2

vith.tn lot bovtdnri.os by Jesvee.:-; arc; to be d i e ru.-i-it-led in ii;>• -.y -

v a l u e  t.ion. T h e  Panel finds in f a v o r  of the State in i n t o r ••*•.• nh.ing 

this p h r a s e  "state of i.'-prowv'ent" to M e a n  o n l y  the enr 'itivn 

• t *1 ■'.:h e  subject lots n n d  that. 0 .11 i m p r o v e m e n t s  r.tvdc; s i r . t h e .

*

.1 . n s  v -j  r e  e n t e r e d i n t o  v . h i c h  l i e  o u t r o d e  o f  t h e  l o t  J i - v n . ’ n r l e : ; ,
r» , •» '■ i f i c a l l y  r o a d s , v m t e r ,  s e v e r ,  a n d  a n y  o t h e r  a ; - . . a . i t  i c s
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w h i c h  a f f e c t  the v a l u e  of t h o  s u b j e c t  lots; a>:<; to be i n c l u d e d  in 

the fai r  r.vc :kot v a l u e  o f  t h o s e  lots.

A  further d i s a g i e u n a n t  a m o n g  the pr«rU.xcs i n v o l v i n g  

the " state o f  i m p r o v e m e n t "  is t h a t  of the o r i g i n a l  c o n d i t i o n  

o f  t he lots b e f o r e  a ny t e n a n t  i m p r o v e m e n t s  w e r e  M a d e . T he 

S t a t e ' s  a p p r a i s a l  witness,, Mr. Bunn, t e s t i f i e d  t h a t  as far 

as h e  c o u l d  d e t e r m i n e  a f t e r  r e f e r e n c e  to soil maos, a erial* . •*> 1 • V, ..

p h o t o s  a n d  c o n s u l t a t i o n  v/ith variou:; k n o w l e d g e a b l e  individuals, 

t h a t  the s o i l s  w e r e  b a s i c a l l y  a d e q u a t e  for b u i l d i n g  d e v e l o p m e n t  

w i t h  a n i n i n u n  of sit e  p r e p a r a t i o n  r e q u i r e d  for a n y  d e v e l o p m e n t ,  

t h a t  no s u b s t a n t i a l  a m o u n t  o f  o v e r b u r d e n  n e e d e d  to be removed. 

Hr. B u n n  a d m i t t e d  his f i n d i n g s  in thi s  r e g a r d  w e r e  b a s e d  

l a r g e l y  o n  the lac k  of e v i d e n c e  to the contrary. He d i d  

not, ap p a r e n t l y ,  a t t e m p t  to g a t h e r  e v i d e n c e  from i n d i v i d u a l s  

w h o  d e v e l o p e d  the l e a s e d  land. S e v e r a l  ot h e r  w i t n e s s e s  

t e s t i f i e d  as to m o d e r a t e  to s e v e r e  c o n d i t i o n s  of peat and  

u n s t a b l e  soil c o n d i t i o n s  at t h e  t i n e  t he leases w e  re o r i g i n a l l y  

e n t e r e d  into. T he lessees*.' a p p r a i s e r s ,  Mr. S i m m o n s  and 

Mr. F e r r a r a ,  a f t e r  t h o r o u g h l y  i n v e s t i g a t i n g  the o r i g i n a l  

soil c o n d i t i o n s  v;ith v a r i o u s  k n o w l e d g e a b l e  p e o p l e  i n d i c a t e d  

t h a t  it w a s  still n ot c l e a r  e x a c t l y  w h a t  the soil c o n d i t i o n s  

w e r e  on e a c h  parcel. T h e r e  w a s  a d e q u a t e  t e s t i m o n y  given 

that most, if not all, of the s u b j e c t  lots hud c o n d i t i o n s  

o f  u n s t a b l e  pea t  soils in d e p t h s  r a n g i n g  from o ne to four 

feat, w i t h  t e s t i m o n y  g i v e n  c o n c e r n i n g  .individual spots wh e r e  

tha d e p t h  o f  paat e x t e n d e d  14 _ feat* In.Mr. ltorrnra'r appraisal 

of Lot 4, B l o c k  2; Lot 12, Bl o c k  10; Lot 10, B l o c k  9; A l a s k a  

I n d u s t r i a l  Subdivision, h e  s t a t e d  that soil c o n d i t i o n s  p r o b a b l y  

v a r i e d  f r o m  two to throe feet o f  o v e r b u r d e n  along C o m m e r c i a l  

D r i v e  on the north w i t h  o v e r b u r d e n  d e e p e n i n g  .in the area 

of R a m p a r t  D r i v e  and r e a c h i n g  d e p t h s  o f  two to three feet

- 6 -
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a g a i n  a l o n g  Jit. V i e w  Drive. Mr. F e r r a r a  tes t i f i e d  t h a t  

a } t h o u g h  h e  w ax u n c e r t a i n  nrs to Lhe actual soil c-aaJlifc 

a t  Lhe t i n e  the lear.es waxes ca t e  reel into, h o  .felt a r o O L s c i c  

c o n d i t i o n  v?as t h a t  a p p r o x i m a t e l y  two feet of fill v.y.c: roea i r e d  

o n  L!ic a v e r a g e  for c1e v a l o i.,n'<nt o f  t h o s e  lots w h i c h  he osti: uttod 

w o u l d  cost, at* the t i n e  of r e a p p r a i s a l ,  $.50 p er square 

foot. Mr. S i m m o n s ' a p p r a i s a l  r e p o r t  a n d  test i m o n y  r e g a r d i n g  

s o i l  c o n d i t i o n s  w e r e  s i m i l a r  to those of Mr. Ferrara. In 

Mr. Simmons' a p p r a i s a l  of L o t s  0 and 30, B l o c k  10, lie est i m a t e d  

a c u r r e n t  c o s t  of surcharging, the pa n t  w i t h  g ravel in a n  

a m o u n t  a d e q u a t e  to s u p p o r t  p a r k i n g  and storage y a r d s . w a s  

$40,000, w h i c h  d i v i d e d  by total s i t e  a r e a  of 40,031 s quare 

f ee t  e q u a l s  $.87 p e r  s q u a r e  foot. In the P a n el's opinion, 

t h e  i n v e s t i g a t i o n  /.:d a n a l y s i s  by the l e s s e e s '  two ap p r a i s e r s  

w e r e  r e a s o n a b l y  w e l l  s u p p o r t e d  a nd m u c h  m o r e  creditable.

t h a n  tha i n v e s t i g a t i o n ,  a n a l y s i s  a n d  tes t i m o n y  g i v e n  by

t he Division.

B. M e a n i n g  of P r i m a r i l y

The lessees c o n t e n d e d  that b e c a u s e  the lease, 

r e g u l a t i o n  and s t a t u t e  all u se the a d v e r b  "primarily" to 

m o d i f y  the v e r b  in, "such a d j u s t m e n t  to lie b a s e d  pri m a r i l y  

u p o n  a r e a p p r a i s e d  a n n u a l  r e n t a l  v a l u e , "  that the State 

s h o u l d  c o n s i d e r  o t h e r  f a c t o r s  in a r r i v i n g  at a n  annual rental 

value. T h e  lessees poi.nl lo 11 A  AC 58.900 w h e r e i n  • tha iuter.fc 

o f  tho regulation.; is s p e l l e d  out, i.e., to "insure e q u i t a b l e 

l e a s i n g "  to " e n c o u r a g e  d e v e l o p m e n t . "  Accord i n g l y ,  the le.vw.c> 

p r e s e n t e d  evidence, u n r o f u t e d ' L*y tfm Division, of the d i f f i c u l t y  

in o b t a i n i n g  f inancing Toi. d e v e l o p m e n t  o f  the l e a s e h o l d s .

T he D i v i s i o n ' s  p o s i t i o n  w a s  t h a t  the word r.aaut 

n o t h i n g  n o w  w i t h  respect to the. l e a s e s  u n d e r  cuestion, but 

t hat it r e f e r r e d  to Lhe. s i n c e  r e p e a l e d  p r o v i s i o n s  for w a i v e r



of f i v e - y e a r  a d j u s t m e n t s  in c a s e s  vrhcrt! su c h  « \:aivsr is: 

n e c e s s a r y  to o b t a i n  l o n g - t u m  f i n a n c i n g .  The D i v i s i o n  s t r e s s e d  

t he p o i n t  that the l e s s e e s  n e v e r  a t t e m p t e d  to o btain the

w a i v e r .  T h a  Pa n e l  f i n d s  the D i v i s i o n ' s  a r g u m e n t  to b e  w i t h o u t

m e r i t . F i r s t  of all, the w o r d  " p r i m a r i l y "  applies, if at 

all, to the r e a p p r a i s a l .  T h e  w a i v e r  w o u l d  naan th e r e  w o u l d  

ba n o  r e a p p r a i s a l  at all. T h e  s u g g e s t i o n  that tho l e s s e e s  

s h o u l d  h a v e  a t t e m p t e d  to g e t  t he w a i v e r  is also w i t h o u t  

n e r i t .  T h e  dat e  of t h e  r e a p p r a i s a l  w a s  M a y  1, .1976; the 

d a t e  the w a i v e r  r enea. b e c a m e  e f f e c t i v e  was Ju n e  22, 1S76. 

A s s u m i n g  t h a t  t he l e s s e e s  h a d  n o t i c e  of tha reapprc. >al 

s i m u l t a n e o u s l y  w i t h  the r e a p p r a i s a l ,  th e r e  w o u l d  be onl y  

six w e e k s  in w h i c h  to get the w a i v e r  a f t e r  reappraisal.

The l e s s e e s  i n d i c a t e d  s u c h  a c t u a l  n o t i c e  o f  r eappraisal  

car.e m u c h  later, in J u n e  a n d  July; this w a s  not rebutted.

It is al s o  u n r e a l i s t i c  tc b e l i e v e  that tha St a t s  w o u l d  ha v e  

a g r e e d  to s u c h  a v.’aivor.

The w o r d  "primarily", t a k e n  a l o n g  w i t h  11 A A C

58.900, is n o t  w i t h o u t  m e a n i n g .  T h e  Pa n e l  believes that

the D i v i s i o n  s h o u l d  c o n s i d e r  o t h e r  factors b e s ides a d e t e r m i n a­

tion o f  o p e n  m a r k e t  rent. T h e  p r e s e n t  state of the lease

ar.d r e g u l a t i o n s  m a k e s  it d i f f i c u l t  to a r r i v e  at a r e a d i l y  

a s c e r t a i n a b l e  meaning, e s p e c i a l l y  in v i e w  of the d u t y  ow e d  

to the p e o p l e  of A l a s k a  b y  its g o v e r n m e n t  to o b t a i n  a good 

r e t u r n  from the State land. W h i l e  p r i n c i p l e s  of l e g i s l a t i v e
l  • V -  v ^ “  1

i n t e r p r e t a t i o n  d i c t a t e  that the w o r d  be gi v e n  meaning, tha 

Panel finds it d i f f i c u l t  to do so. B e c a u s e  n o t h i n g  w a s  

p r e s e n t e d  to r e s olve this dile m m a ,  t ha Panel refrains from 

a t t e m p t i n g  a d e f i n i t i o n  b e y o n d  s u g g e s t i n g  that d o ubts or 

a m b i g u i t i e s  be r e s o l v e d  in favor o f  the lessee.



IX A  AC D O.<10 state'., t h a t  annual nlniw.:n re;ik«ls 

s h a l l  b e  c o m p u t e d  fror.i t h o  a p p r o v e d  a p p r a i s e d  m a r k e t  value.

K e n t  p a i d  for lan d  in th": o p e n  M a r k e t  v>?oco in typ i c a l l y 

do Le m i n e d  by, a nd e x p r e s s e d  an, a p e r c e n t  acre o f  the m a r k e t  

v a l u e  o f  the land. T h e r e f o r e ,  a r e a s o n a b l e  cytitrate of 

th e  f a i r  narke'c value of t he l a n d  in q u e s t i o n  m u s t  first • .

be r.adc b e f o r e  a m a r k e t  r e n t  can be derived. T h e  g e n e r a l l y  

a c c e p t e d  m e t h o d  o f  a p p r a i s i n g  v a c a n t  land, and t h a t  w h i c h  

w a s  u s e d  by all th r e e  a p p r a i s a l  wit n e s s e s ,  is tho d i rect 

m a r k e t  c o m p a r i s o n  app r o a c h .  Al.l t h r e e  of t ho a p p r a i s a l  

w i t n e s s e s  u t i l i s e d  d e f i n i t i o n s  .in 11 A A C  59.810(11), and 

11 AAC 50.520 r e g a r d i n g  the use o f  c o m p a r a b l e  land sales.

.All t h r e e  a p p r a i s e r s  u s e d  the sa m e  ba s i c  tec h n i q u e s  in adju s t i n g  

c o m p a r a b l e  land s a l e s  for d i f f e r e n c e s  in c o m p a r i s o n  w i t h  

t ho s u b j e c t  lots. Tha m a j o r  fa.ccors for w h i c h  a d j u s t m e n t s  

w e r e  m a d e  w e r e  for increa.se in p r i c e  levels b e t w e e n  the 

d a t e s  o f  sale and the d a t e  of appraisal, n e i g h b o r h o o d  location, 

s p e c i f i c  l o c a t i o n  (corner or i n s i d e  lot, street i m p r o v e m e n t s , 

u t i l i t i e s  available, zoning, etc.), a n d  phys i c a l  cha r a c t e r i s t i c s  

of tho c o m p  rab.les, i n c l u d i n g  su c h  things as soils, topography, 

shr.ee a n d  easements. As the panel finds that o f f s i t o  ir.pi-ovomeal 

r a d  a s i n c e  .1961, s p e c i f i c a l l y  water, s e w e r , power a nd road 

i r p r c v e m e n t s  are to ha i n c l u d e d  in a r r i v i n g  at the fee m a r k e t  

v a l u e  of the land, the P a n e l  a d d r e s s e d  itself to the major 

p o i n t s  o f  d i s a g r e e m e n t  b e t w e e n  t h e ^ S t a t e  a nd l e s s e e s '

a p p r a i s e r s  w h i c h  are a d j u s t m e n t s  f or time inc-cront, n e i g h b o r h o o d
*.. t

a n d  an e l e c t r i c a l  t r a n s m i s s i o n  line easement.

(!) T i ne A d j u s t m e n t

All throe a p p r a i s a l  w i t n e s s e s  a g r e e d  that r. r a p i d l y  

r i s i n g  tr e n d  of p r i c e  l e v e l s  for industrial laud w as evident



d u r i n g  the* t w o - y e a r  p e r i o d  p r i o r  to the appraisal da t e  of 

M a y  2, 1976. Mr. B u n n  t e s t i f i e d  h is c o n c l u s i o n  \tr.3 that 

a t i m e  incx’croent r f. 3.h% p e r  m o n t h  w a s  a p p ropriate; both 

Mr. Ferrari* and Mr. S i m m o n s  c o n c l u d e d  a t i m e  inc r e m e n t  of 

2 ' i  p e r  m o n t h  w a s  a p p r o p r i a t e .  Mr. B u n n  use d  10 c o m p a r a b l e  

sa l e s  w h i c h  i n d i c a t e d  a ra n g e  o f  t i m e  i n c r e m e n t  f r o m  2.80 

p e r  m o n t h  to p e r  m onth. O n e  e x a m p l e  w h i c h  t e n d e d  to 

l i m i t  Mr. B u n n ' s  t e s t i m o n y  in t h i s  r e g a r d  was w h e r e  he c o m p a r e d  

the s a l e  o f  o n e  p a r c e l  w i t h  a l a t e r  saie o f  a n o t h e r  p arcel  

to a r r i v e  at an i n d i c a t i o n  of time trend. Mr. Bunr. did 

not a d j u s t  £o r  o t h e r  f a c t o r s  b u t  c o m p a r e d  t h e  two sites 

as eq u a l  in v a l u e  w h e n  a c t u a l l y  o n e  o f  the sale sites h a d  

m u c h  loss u t i l i t y  than the* o t h e r  d u e  to its ve r y  o d d  shape. 

Also, Mr. B u n n  u t i l i z e d  s a l e s  i n  a  f a s t e r  g r o w i n g  area o f  

A n c h o r a g e  (South Anc h o r a g e )  in a r r i v i n g  at a time adjustment. 

Th e  Pa n e l  b e l i e v e s  a r e a s o n a b l e  u p w a r d  a d j u s t m e n t  for time 

i n c r e m e n t  to be 2$ p e r  m o n t h .  T h i s  b e l i e f  is b a s e d  on the

fact tha t  F e r r a r a  a nd S i m m o n s  u s e d  sa l e s  o f  p r o p e r t y  n o r e  

l i k e l y  to r e f l e c t  a c c u r a t e l y  t he i n c r e a s e  in v a l u e  in the 

M o u n t a i n  V i e w  area. T h e  P a n e l  finds the l e s s e e s ' a p p r a i s e r s

m o r e  p e r s u a s i v e  on this p oint.

(2) N e i g h b o r h o od L o c a t i o n s .

Mr. Bunn u s e d  18 c o m p a r a b l e  lan d  s a l e s  w i t h  Lyo 

from the i m m e d i a t e  M o u n t a i n  Vicv; area, two f r o m  the A n c h o r e g  « 

I n d u s t r i a l  P a r k  in tha S h i p  Creek- a r e a  a n d  1-i^in the S o u t h  

A n c h o r a g e  area in tha v i c i n i t y  of I n t e r n a t i o n a l  A i r port 

Road. Mr. B unn's t e s t i m o n y  w a s  that the A l a s k a  Industrial 

Subdivision*'is c o m p a r a b l e  in l o c a t i o n  to the o t h e r  industrial 

a r e a s  of A n c h o r a g e #  that p r i c e  l e v e l s  for in d u s t r i a l  l a n d  

w as s i m i l a r  a nd that no a d j u s t m e n t s  w e r e  requ i r e d  for
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n e i g h b o r h o o d  l o c a t i o n  to Die* cor.tpare’.blc sales used. Me.

S i m m o n s  a n d  Mu. F e r r a r a  b o t h  a g r e e d  that the A l a s k a  ind u s t r i a l  

S u b d i v i s i o n  n e i g h b o r h o o d  w a s  i n f e r i o r  in p r i c e  l e v e l s  to 

c i t h e r  o f  the S h i p  C r e e k  o r  S o u t h  A n c h o r a g e  I n d u s t r i a l  a r e a . 

T e s t i m o n y  w a s  given a nd a g r e e d  b y  all p a r t i e s  that t he A l a s k a  

I n d u s t r i a l  S u b d i v i s i o n  is well l o c a t e d  in p r o x i m i t y  to t h e  

d o w n t o w n  b u s i n e s s  c e n t e r  o f  A n c h o r a g e ,  is close to t r a n s p o r t a t i o n  

f a c i l i t i e s ,  and has g o o d  a r t e r i a l  access. However, t e s t i m o n y  

w a s  g i v e n  t h a t  t he type a n d  i n t e n s i t y  of uses, as w e l l  as 

t h e  rat e  o f  d e v e l o p m e n t  w i t h i n  t h e  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  

a r o  i n f e r i o r  to the S h i p  C r e e k  a n d  S o u t h  A n c h o r a g e  Ind u s t r i a l  

a reas. T h e  Panel a grees w i t h  t h e  lessees' a p p r a i s e r s  in

this r e g a r d  and finds that the p r i c e s  of. c o m p a r a b l e  land

sa l e s  from the Shi p  C r e e k  a nd S o u t h  A n c h o r a g e  I n d u s t r i a l

a r e a s  s h o u l d  be adjus t e d  d o w n w a r d  b e f o r e  a r r i v i n g  at a c o m p a r a b l e  

m a r k e t  v a l u e  for s u b ject lo t s  in the Alaska. I n d u s t r i a l  Subdivision.

(3) F.lcc tr ica 1 T  ran s m s  s i o_n _L.i n e F a s o x o nt .

T e s t i m o n y  w a s  g i v e n  a n d  e v i d e n c e  p r e s e n t e d  c o n c e r n i n g  

an e l e c t r i c a l  t r a n s m i s s i o n  lino e a s e m e n t  45 feet in w i d t h  

w h i c h  c r o s s e s  d i a g o n a l l y  t h r o u g h  the A l a s k a  Ind u s t r i a l  S u b d i v i­

sion. A c c o r d i n g  to t e s t imony, no p e r m a n e n t  s t r u c t u r e s  m a y  

be b u i l t  w i t h i n  the e a s e m e n t  r i g h t - o f - w a y  a nd no s t r u c t u r e s  

m a y  b e  p l a c e d  c l o s e r  than' 10 feet v e r t i c a l l y  and ho.vi.zontally 

fro m  the e l e c t r i c a l  w i r e s  o r  s u p p o r t s .  Mr. Ue.r.n t e s t i f i e d  

that the t r a n s m i s s i o n  line e a s e m e n t  w a s  not i m p o r t a n t  and 

w o u l d  not r e s u l t  in a n y  l o s s  in valuta LO tho lots c r o s s e d  

by the easement.

Mr. Ferrara t e s t i f i e d  th a t  th e r e  is a loss of 

v a l u e  in v a r y i n g  d e g r e e s  c a u s e d  b y  t h o  casement, d e p e n d i n g  

u p o n  its l o c a t i o n  w i t h i n  e a c h  a f f e c t e d  lot. A l t h o u g h  Mr. 

F e r r a r a  s a i d  he d id not have, tim e  to i n v e s t i g a t e  the e ffect
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on v a l u e  to n s u f f i c i e n t  d e g r e e  to e s t i m a t e  vhol. lost; in 

v a l u e  w o u l d  be i n v o l v e d  for specific: lots, lie said one m e a s u r e  

o f  t h e  l o s s  in v a l u e  w o u l d  b o  tho c o s t  o f  rel o c a t i n g  the 

cusa.no.ic c i t h e r  w i t h i n  the p u b l i c  s t r e e t  r i g h t - o f - w a y  o r
m

a l o n g  the p r o p e r t y  b o u n d a r i e s .

Mr. Leo n  Brown, a l e s s e e  in the A l a s k a  I n d ustrial  

S u b d i v i s i o n  s i n c e  May, 1953, to the present, t e s t i f i e d  as 

to the p r o b l e m s  e n c o u n t e r e d  in d e v e l o p i n g  four lots w h i c h  

v'erc a f f e c t e d  b y  this t r a n s m i s s i o n  line e a s e m e n t . T h e  Pa n e l  

n o t e s  h e r e  that Mr. W i l h o u r  s a i d  h e  c o m p l a i n e d  to P e a n u t s  

M a i n  o n  t he staff of t ho D i v i s i o n  o f  Lands w i t h  a r e s u l t a n t  

r e n t  r e d u c t i o n  b e c a u s e  o f  the e f f e c t  of the easement.

T he Panel b e l i e v e s  that the e v i d e n c e  is conclusive,

a n d  c o m m o n  sense d i c t a t e s ,th a t  the e l e c t r i c a l  t r a n s m i s s i o n

l i n e  e a s e m e n t  has an a d v e r s e  e f f e c t  o n  value. The Panel

s u g g e s t s  t h a t  the t e s t i m o n y  of Mr. F e r r a r a  as to the cost 

to cur e  method, that is t he c o s t  of r e l o c a t i n g  the t r a n s m i s s i o n  

line, is o n l y  o n e  w a y  o f  M e a s u r i n g  this loss in value and 

t h a t  o t h e r  a p p r o p r i a t e  m e a n s  o f  e s t i m a t i n g  loss of value 

n a y  b a  used. Before Mr. F e r r a r a ' s  m e t h o d  is used, an i n v e s t i g a­

tion o f  the f e a s i b i l i t y  a n d  l i k e l i h o o d  of m o v i n g  the lino 

s h o u l d  be made. The P a n e l  n o t e s  th a t  the t r a n s m i s s i o n  .line 

a f f e c t s  in a s u b s t a n t i a l  w a y  f o u r  of the r e a p p r a i s e d  lots.

Or.? m e t h o d  m i g h t  be a n  a c t u a l  c o m p u t a t i o n  of t h e  value o f  

the los t  area.

(41 B on Lai Bate. * • *"

T h e  M a y  1, 1976, a d j u s t m e n t ,  in a d d i t i o n  to us i n g  a 

h i g h e r  fair m a r k e t  v a l u e  as a b a s i s  for c o m p u t i n g  the annual rent, 

a l s o  i n c r e a s e s  tha rental r a t e  fr o m  G% to 8t. This, ?:r. Bun n  

t e s t i f i e d ,  vras done b e c a u s e  h is r e v i e w  and a n a l y s i s  of p r i v a t e  

l e a s e s  in the c o m m u n i t y  i n d i c a t e d  tha t  Cl w a s  the m o r e  a p p r o p r i a t e

*

rate.
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The l e s sees p r o t e s t e d  that this increase v.vv; unworraniv  

T h e y  a r g u e  that v a r i o u s  p r o v i s i o n s  of the state le a s e  r...*ke 

it loss d e s i r a b l e  than a p r i v a t e  le a s e  and that t h e r e f o r e  

the r ental r a t e  .should be lov:er. T h e  m a j o r  di f f e r e n c e s  

v h i c h  m a d e  the state l e a s e  less d e s i r a b l e  w e r e  a s s e r t e d  

as follovrs:

(a) L a c k  o f .subordination. M a n y  p r i v a t e  leases a l l o w  

for s u b o r d i n a t i o n  of the fee to any e n c u m b r a n c e  p l a c e d  o n  

the p r o p e r t y  to s e c u r e  d e b t  financing. T h e  state lease 

do e s  not p r o v i d e  for this, it o n l y  a l l o w s  the financing 

a g e n c y  to ste p  into the s h o e s  o f  the lessee by w a y  of a 

" collateral a s s i g n m e n t  of i n t e r e s t . "  Mr. Bunn t e s t i f i e d  

that this p r o v i s i o n  vras s u b s t a n t i a l l y  the same as subordination; 

thus, r.o d o w n w a r d  a d j u s t m e n t  s h o u l d  b e  m a d e  in the r e n t a l  

rates to a l l o w  for this. T h e  t e s t i m o n y  of A n d y  Hoge, an 

a t t o r n e y  h e a v i l y  i n v o l v e d  in lease financing, and J o h n  h a m p e r  

o f  P e o p l e s  da n k  p e r s u a d e  t h e  Panel that Mr. Bunn's p e r c e p t i o n

o f  s u b o r d i n a t i o n  is s i m p l y  w r o n g . T h e  lack of s u b o r d i n a t i o n

in the State lease is a v e r y  s i g n i f i c a n t  factor for which

ad j u s’tnent in rental r a t e  s h o u l d  be made.

(b) L ack o f  a r b i t r a t i o n  a n d  rent c e i l i n g . M a n y  p r i v a t e  

leases p r o v i d e  for a r b i t r a t i o n  of d i s p u t e s  o v e r  re n t  o r  

r e n t  c e i l i n g s  or rent p a y m e n t s  a d j u s t e d  in a c c o r d a n c e  w i t h  

the co s t  o f  l iving index. T h e  S t a t e ' s  lease contains none, 

of these p rovisions. Mr. B u n n  m a d e  no attempt.i,o a d j u s tt ■ v  ■ V
for these provisions. T h e  l e s s e e s  argua, wit h  c o n s i d e r a b l e

merit, that p r o v i s i o n s  s u c h  as rer.t ceilings, l i n king adjust m e n t s

to the c o n s u m e r  price index, a n d  a r b i t r a t i o n  p r o v i s i o n s  

p r o v i d e  som e  d e g r e e  of p r e d i c t a b i l i t y  as to v/hnt tha rent 

will bo in tha future. T h i s  p r e d i c t a b i l i t y  is a b s e n t  in 

tiic S t a t e  leases, w h i c h  p r o v i d e  for a unilateral a d j u s t m e n t



of rental:; b y  the lessor.

(c) O p t i o n  to p u r c h a s e . M a n y  p r i v a t e  leases a l s o  

p r o v i d e  an o p t i o n  to p u r c h a s e .  T h e  S t a te's lease co.nVa.ins 

n o  s u c h  p r o v ision.

(d) F l o a t i n g  caii-ar.anfc. T h a  S t a te's lease contain:; 

a f l o a t i n g  e a s e m e n t  g i v i n g  the l e s s o r  the right to g r a n t  

e a s e m e n t s  o r  r i g h L s - o f  w a y  a c r o s s  the .leased land v i t h  c o m p e n s a­

tio n  for i m p r o v e m e n t s  d a m a g e d  »*r d e s troyed, b ut d o c s  not  

p r o v i d e  for c o n s e q u e n t i a l  d a m a g e .  Tlie p r i v a t e  l e a s e s  do

n o t  r e s e r v e  this k i n d  o f  c a s e m e n t .

M o s t  p r i v a t e  l e a s e s  c o n t a i n  o n e  o r  m o r e  p r o v i s i o n s  

w h i c h  i.vr.ke t h e m  m o r e  a d v a n t a g e o u s  to tha l e ssee tha n  the 

S t a t e ' s  lease. C o n t r a r y  to t e s t i m o n y  of Hr. Hunn, the S t a t e 1s 

l e a s e  c o n t a i n s  no p r o v i s i o n s  m o r e  a d v a n t a g e o u s  to the lessee:;. 

G i v e n  t he lon g  t e r m  o f  the S t a t e  lease, the Panel d o e s  rot

b a T ’ ?72 t h o  r i g h t  to r e n e w  i s  of. s i g n i f i c a n t  b e n e f i t  to

t h e  l e s s e e .  T h e  e v i d e n c e  i s  ovc.rwhalr.ung o n  t h i s  p o i n t .

T h e  bar.her, a t t o r n e y ,  a n d  l e s s e e ' s  - p p r a i g e r s  al l  t e s t i f i e d  

to t h e  m o r e  n o x i o u s  S t a t e  l e a s e .  T h u s ,  t h e  Panel believe:;

t h e  i n c r e a s e  in r e n t a l  r a te to  8t j.:; u n j u s t i f i e d .  T h e  g e n e r a l

m a r k e t  r a t e  fo r  p r i v a t e  l e a s e s  is n o  d o u b t  in Lhe 8* r a n g e ;  

h o w e v e r ,  s o m e  a l l o w a n c e  s h o u l d  be. m a d e  fo r  t h e  l e s s  d e s i r a b l e  

f e a t u r e s  o f  t h e  S t a t e  l e a s e .  )'or the a b o v e  r e a s o n s ,  th o  

P a n e l  b e l i e v e s  a return, to t h e  Gu r a t e  w o u l d  a c c u r a t e l y  

r e f l e c t  t h o  m a r k e t  r e n t a l  v a l u e  f o r  a S t a t e  l«\Tr.>*.
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In summary, t ho P a n e l  m a k e s  the following fX.tiCLi.ivja:

1 . T h e  D i v i s i o n  i n c o r r e c t l y  iv.nl3 no a l lowance lor rite 

p r e p a r a t i o n  to a r r i v e  at a fair m a r k e t  v a l u e  .in accord vitli 

t h e  lease. The e v i d e n c e  v a n  o v e r w h e l m i n g  that there w as • 

s u b s t a n t i a l  o v e r b u r d e n  to r e m ove, fr o m  o n e  tc four feet w i t h  

s o m e  fill r e q u i r e d  p e r h a p s  on m o s t  lots.

2. T h e  D i v i s i o n ' s  a p p r a i s e r  incorr e c t l y  arrived at a 

t i m „  i n c r e m e n t  to use f o r  u p w a r d  a d j u s t m e n t  of com p a r a b l e  

sales. T h e  Panel finds that t h e  25 p e r  m o n t h  tine a d j u s t m e n t  

s u g g e s t e d  by the lessees' a p p r a i s e r s  to be vail founded and the 

c o r r e c t  o n e  to a p p l y  in the a p p r a i s a l  of tho subject lots.

3. T h e  D i v i s i o n ' s  a p p r a i s e r  u s e d  some 14 sales from 

the So u t h  A n c h o r a g e  are a  a s  c o m p a r a b l e s  in h is r e a p p r a i s a l .

O n l y  four c o m p a r a b l e  s a l e s  w e r e  taken from an area near tho. 

s u b j e c t  property. T h e  P a n e l  is c o g n i z a n t  that Hr. hunn vas 

a t t e m p t i n g  to find land o f  the sam e  zoning clas s i f i c a t i o n  as the 

s u b j e c t  lots to use as c o m p a r a b l e s .  Ilov.’svar, tin Panel find's 

that the rate of d e v e l o p m e n t  is h i g h e r  in South A n c h o r a g e  and 

that the type a nd i n t e n s i t y  of u s e s  is grcaLor. Soma a p p r o p r i a t e  

d o w n w a r d  a d j u s t m e n t  s h o u l d  b e  m a d e  b e f o r e  arriving at ini a p ­

pr a i s e d  v a l u e  of s u b j e c t  lots f r o m  those South A n c h o r a g e  ruler..

Ad d i t i o n a l l y ,  Lhe D i v i s i o n ' s  a p p r a i s e r  should c o n s i d e r  the com-
T v '• •.•y 1

p a r a b l e  sales used b y  the lessees' appraisers, even though they

vc r c  of dif f e r i n g  zoning c l a s s i f i c a t i o n s .

<5. The D i v i s i o n ' s  a p p r a i s e r  s h o u l d  h:\vo, but d i d  not,
~~  ■— , ■    “ —»

a d j u s t  d o w n w a r d  the value, o f  the lots w h i c h  have an electrical

t r a n s m i s s i o n  line r u n n i n g  t h r o u g h  them. The l'anel finds from 

the r.iap s u b m i t t e d  by the D i v i s i o n  that this line has caused a
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s u b s t a n t i a l  d i m i n u t i o n  in t he value-, of nt least four of the 

j.eapyt-aisft.1 lots. A d d i t i o n a l l y ,  the Panel finds that t h e  

tidjufifcrar.nL s u g g e s t e d  by M<", l'errara to be a p p r o p r i a t e  o n l y  if 

it w a r  a e c o n o m i c a l l y  f e a s i b l e  to m o v e  tha line, and l i k e l y  that 

s u c h  a cure c o u l d  be cc.nsurraabed.

5. The r ental r a t a  o f  85 is excessive, c o n s i d e r i n g  the

p r i v a t e  lease m a r k e t  a n d  the d i s a d v a n t a g e o u s  p r o v i s i o n s  in the 

S t a t e  lease, including: (a) no subs JinaLio:: of fee, (b) no

ren t  ceilings, (c) u n i l a t e r a l  a d j u s t m e n t  wit h  no a r b i t r a t i o n ,  (d) 

f l o a t i n g  eas e m e n t s ,  (e) l a c k  o f  o p t i o n  to purchase. S y e e i i i c a l l y , 

the p r i v a t e  leaser, e x a m i n e d  c o n t a i n e d  one o r  mo r e  of the fol l o w i n g  

a d v a n t a g e o u s  conditions: (a) subo r d i n a t i o n ,  (b) an o p t i o n  to

purchaf-a, (c) rent c e i l i n g s ,  (d) arbitration; a nd non e  c o n t a i n e d  

f l o a t i n g  oasar.ents p r o v i s i o n s .

6. T h e  Pane] finds t h a t  s u b o r d i n a t i o n  and c o l l a t e r a l  

asr.ignr.wat are not tho s a m e  «s s u g g e s t e d  by the D i v i s i o n’s 

appre.iser. T h e  e v i d e n c e  o n  th? r. p o i n t  is overwhelming, c o n s i s t­

ing o f  the t e stimony of a d i s i n t e r e s t e d  expert, Hr. Mog-i, that 

f i n a n c i n g  of a l e a s e h o l d  i n t e r e s t  is typically mu c h  m o r e  favor- 

a b l e  to a lessee when the lan d  lease cont a i n s  a s u b o r d i n a t i o n  

a g r e e m e n t .  Hr. K a m p e r , Mr. S i m o n s  a nd ft-:. Ferrara a g r e e d  w i t h  

this assertion.

7. The a d v a n t a g e s  a l l e g e d  to b e  present in the St a t *
-   —       ' —

lease, arc m o r e  i l l u s o r y  th a n  real. A n y  a d v a n t a g e s  to the right

to r e n e w  the 55-year S t a t e  lease- aqd rocoving^ir/provenaftts is 

i n s i g n i f i c a n t  in r e l a t i o n  t o 1the d i s a d v A n t d g e n u n  feature, 

d e s c r i b e d  in F i n d i n g  Ho. 5’. T h i s  ir. s u p p o r t e d  by w e i g h t  of

0
the l.onfiirony of e x p e r t  w i t n e s s e s .

8. The lessee.1; h a d  n o  vo.-l o p p o r t u n i t y  after they h a d

r e c e i v e d  n o t i c e  of tho r e a p p r a i s a l  and b;!core the e f f e c t i v e
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d a l e  o f  t h e  r q v a l  o f  t h e  w a i v e r  c>' r.djuf*’:K5,«fc l.o .cuc-l: a

v.'fsiver. Itt. v/as u n r e a l i s t i c  t o  thir.!: t h e y  m i g h t  h a v e  r e a s o n  to 

see!; c u c h  s waiver* p r i o r  t o  rocei.vi.nt; n o t i c e  o f  t h e  jrony.prc-.iJStil.

9. T he effect o f  t h e  adjusted, r e n tals is to d i s c -yj.ro9s

develop.-flant of t he s u b j e c t  area r a t h e r  than to f u r t h e r  the

o b j e c t i v e  o f  e n c o u r a g i n g  clovelopr’snt, w h i c h  is the inte.it of  

t h e  l e a s i n g  r e g u l a t i o n s  (11 A A C  58.900) . .

10. A  new reappraisal by the Division should ba conducted.

V

cotiCLUsio:;s 0? law
T h e  Panel h a v i n g  h e a r d  legal a r g u m e n t  and read the 

m e m o r a n d a  s u b m i t t e d  n u k e s  tho. f o l l o w i n g  c o n c l u s i o n s  o f  law:

1. The lease and r e g u l a t i o n s  r e a d  t o g e t h e r  r e q u i r e  that 

the D i v i s i o n  include in its a p p r a i s a l  of subject lots the i n c r e­

me n t  of v a l u e  g e nerated by o f f s i t e  i m p r o v e m e n t s , such, as i n s t a l l a­

tion of roads and u t i l i t i e s  int o  the. subdivision, w i t h  Lh.o. p r o­

vi s i o n  that any u t i l i t y  h o o k - u p  to a m a i n  t r u n k  lino w h i c h  was 

p a i d  fc' by tho lessee o r  a p r e d e c e s s o r  n ot bo i n c l u d e ! , e v e n

if it is off the s u b ject pro p e r t y .

2. T h e  terns "such a d j u s t m e n t  to ba b a s e d  p r i m a r i ly

u p o n  a r e a p p r a i s e d  annual rental v a l u e  of land" and "any c h a nges 

or a d j u s t m e n t s  shall be b a s e d  p r i m a r i l y upon tha r e a p p r a i s e d  

r e ntal v a lue" found in the S t a t e ' s  l e a s e  imd 11 AAC 5 8 . S.?!) m a n  

that the D i v i s i o n  s h o u l d  c o n s i d e r  o t h e r  f a c t o r s * b e s i d e s  a r n i p -
1 • V w^' '

p r a i s e d  annual rental val u.- in a r r i v i n g  at r,u ad j us ted rental.

T h i s  is so b e c a u s e  of the use. of the a d v e r b  "primarily" to 

m o d i f y  tha ve r b  "based." T h e  p r i n c i p l e s  of i n t e r p r e t a t i o n  d i c t a t e  

it. be gi v e n  moaning; w i t h o u t  the pros'once, of this w a r d  the 

D i v i s i o n  w o u l d  be able lo c o n s i d e r  O r l y  the r e a p p r a i s e d  annual  

r e n t a l  va'luc.
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3. T h e  r e a p p r a i s a l  o f  M a y  1, 1976, tho s u b j e c t  o f  this 

h ear i n g ,  was not clone c o n s i s t e n t  w i t h  t ho p r o v i s i o n s  of 11 A A C

53.900, w h i c h  e x p r e s s e s  t h o  i n t e n t  o f  the l e a sing ch.pte.v of 

the A d m i n i s t r a t i v e  Cocle.

S u b o r d i n a t i o n  o f  t he fee a n d  «_ollaterr.l a s s i g n m e n t  

a r e  s u b s t a n t i a l l y  d i f f e r e n t  as a n a t t e r  of lav/. S u b o r d i n a t i o n  

o f  the fee me a n s  the fee c a n  b e  e n c u m b e r e d  to s e c u r e  deb t  

f i n a n c i n g  for the lessee. The h o l d e r  of a c o l l a t e r a l  a s s i g n­

m e n t  m e r e l y  steps into t h e  s h o o s  o f  the lessee.

VI

RF.COM' lERDATIOWS 

Implicit in the a b o v e  d i s c u s s i o n  a n d  find i n g s  is that 

the Pa n e l  finds the D i v i s i o n ' s  r e a p p r a i s a l  u n a c c e p t a b l y  high.

T h e r e f o r e ,  tha Panel r e c o m m e n d s  that t he s u b ject l o t s  in the 

A l a s k a  Industrial Subdi.vison be r e a p p r a i s e d  b y  the D i v i s i o n  in 

a m a n n e r  c o n s i s t e n t  w i t h  Lh.o a b o v e  d i s c u s s  ion, find i n g s  and 

c o n c l u s i o n s .

In addition, the Pa n e l  b e l i e v e s  f u r ther r e c o m m e n d a t i o n s  

are appropriate. Tha p r e s e n t  l e a s e  a n d  the p r e s e n t  l e a s i n g  

p o l i c y  s h o u l d  ba m o d i f i e d .  T h e s e  m o d i f i c a t i o n s  s h o u l d  be

d e s i g n e d  to p u t  the Stale1, o n  ;\ c o m p e t i t i v e  f o o t i n g  t o  t h e  d e g r e e  

p o s s i b l e  w i t h  p r i v a t e  le s s o r s  a n d  a r e  as f o l l o w s :

1. In a c c o r d  w i t h  t h o  p r o v i s i o n s  o f  t h e  l e a s e ,  t h e

l e s s e e s  s h o u l d  be e n c o u r a g e d  to r e c o r d  e x p e n s e s  i n c u r r e d  in.

• . ' * . kV’ ’
s i t e  p r e p a r a t i o n  s o  t hat tho. " o r i g i n a l  c o n d i t i o n "  c.en h a  m o r e

adequately ascertained.

2. T h o  l e a s e  l a n g u a g e  s h o u l d  b e  c l a r i f i e d  t o  r e m o v e  a n y  

p o s s i b l e  j. n e o n s  is t o n e  ior. w i t h  11 A A C  5 3 . 5 2 0 .

3. To i n sure som e  predictabj.!.tty, p l a c e  sons c o n t r o l  ever 

tho size of the rental i n c r e a s e  t h r o u g h  u t i l i z a t i o n  of a c o i ling
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o n  the* s i z e  o f  the increase*, in r e n t a l  e v e r y  five yec.rs.

4. P r o v i d e  for a r b i t r a t i o n  o f  dispute;: o v e r  the annual, 

r e n t a l  a r r i v e d  at a f t e r  a r e a p p r a i s a l  p r o c e s s  and o v r r i n t e r p r e -  

t<ition o f  o t h e r  s e c t i o n s  o f  t he lease. T h i s  w o u l d  ameliorate, 

the c u r r e n t  u n i l a t e r a l  n a t u r e  o f  r e n t  ad jv-sine-its.

5. E l i m i n a t e  the f l o a t i n g  e a s e m e n t .  T he S t a t e  could 

e x e r c i s e  the r i g h t  o f  eminent, d o m a i n  to condemn. T h e  c o n d e m n a­

ti o n  w o u l d  r e s u l t  p r o b a b l y  in g r e a t e r  c o m p e n s a t i o n  for d a m ages 

to t he lessee, e s p e c i a l l y  in viev/ o f  the S u p r e m e  C o u r t  d e c i s i o n 

in S t a t e  v. H a m m e r , 550 P.2c. 820, thus the lease w o u l d  ba

m o r e  a t t r a c t i v e  to the l e a s i n g  m a r k e t .  Additional?.y, the 

l a n g u a g e  in the c u r r e n t  l e a s e  i.s a m b i g u o u s  as to d a m a g e s  c o m­

pe n s a b l e .  T h i s  a m b i g u i t y  o n l y  e n c o u r a g e s  litigation.

6. T h e s e  above r e c o m m e n d a t i o n s ,  if adopted, w o u l d  

a s s u r e  the S t a t e  a c o m p e t i t i v e  p o s i t i o n  in the l e a s e  market,

e n c o u r a g e  d e v e l o p m e n t  of the l e a s e h o l d s  c o n s i s t e n t  w i t h  the intent 

o f  t h e  l e a s i n g  r e g u l a t i o n s ,  a n d  b e  e q u i t a b l e  to the lessee. The 

P a n e l  als o  b e l i e v e s  t ho S t a t e  s h o u l d  be able to o b t a i n  a good 

r e t u r n  o n  its land. A c c o r d i n g l y ,  if the r e c o m m e n d a t i o n s  a. to 

the l e a s e  are adopted, t h e  r e n t a l  r a t e  s h o u l d  be c h a n g e d  to 

r e f l e c t  the removal of t h e  u n d e s i r a b l e  a s p t o e s  of the State 

lease.

7. S u g g e s t  a n  ar.end.nant as to AS 33.05.J.G5 to eli m i n a t e

the t e r m  "prima r i l y "  f r o m  t h e  statute, a nd also e l i m i n a t e  thin

terra from t h e  r e g u l a t i o n  and the lease. Tljis is a w . b i g v o a n d
t • *• *v,V  '

a s s u m i n g  it has meaning, it n a y  e n c o u r a g e  individual c.cconr/j-

d a t i o n  of l e s sees by the D i v i s i o n .  This, the Penal believes,

is not in the S t a te's b a s t  i n t e r e s t  in lhat it could e n a o u r a g o

p o l i t i c a l  m a n e u v e r i n g  to a t t e m p t  to o b t a i n  this nceemn.oual i o n ,

a n d  may we l l  m e a n  uses o t h e r  tha n  the h i g h e s t  nnd b e s t  ur:;

w o u l d  be p e r p e t u a t e d .  Also, tho p r e s e n c e  o r. such an avbiui.ty
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c o u l d  load to an c v err;:; o f  ad '.Inis I cat.ivo d i s c r e t i o n  ,

8. F i n a l l y ,  s h o u l d  ';ome o r  all of the* a b o v e  ganc-ral 

r e c o m m e n d a t i o n s  b a  u l t i m a t e l y  a d o p t e d ,  them l e g i s l a t i o n  s h o u l d  

bo s u g g e s t e d  for e n a c t m e n t  p r o v i d i n g  all p r e s e n t  l e s s e e s  the 

o p p o r t u n i t y  to n e g o t i a t e  m o d i f i c a t i o n s  c o n s i s t e n t  v i t h  tho 

cl: nncjcs a d c p t e d . >

R E S P E C T F U L L Y  S U B M I T T E D  at Anchorage, A l a s k a ,  this 

? 0  d a y  of January, 1977.

T I M O T H Y  G'. Mi'DDLETOd 
H e a r i n g  Panel M e m b e r

W y T ~ /
Heari.ng Panel

650.0373 1C. H O L L H T T  
H e a r i n g  Panel M e m b e r

‘*V
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A UNIT IN THE ORIGINAL FILE.



C O M M E N T S  A N D  S U G G E S T I O N S  O F  T H E  
A L A S K A  I N D U S T R I A L  S U B D I V I S I O N  L E A S E H O L D E R S  

O N  SB 159 _____________

By v i r t u e  o f  the fact t h a t  t h e  l e a s e h o l d e r s  o f  s t a t e  

l a n d s  w i t h i n  the A n c h o r a g e  a r e a  d e s i g n a t e d  as th e  A l a s k a  I n d u s­

tr i a l  S u b d i v i s i o n  h a v e  a g r e a t  deal, if no t  e v e r y t h i n g ,  to lose 

if r e m e i i a l  l e g i s l a t i o n  is n o t  f o r th  c o m i n g  w h i c h  w o u l d  (in s o m e  

ma n n e r )  a l l e v i a t e  the u n t e n a b l e  s i t u a t i o n  t h e y  p r e s e n t l y  face, it 

w o u l d  s e e m  o n l y  b e f i t t i n g  t h a t  t he y  o f f e r  t h e i r  c o m m e n t s  o n  SB 

159 w h i c h  w a s  i n t r o d u c e d  in the L e g i s l a t u r e  o n  F e b r u a r y  15, 19~’7.
f

P r i o r  to u n d e r t a k i n g  a s e c t i o n - b y - s e c t i o n  a n a l y s i s  o>r
[

critique of SB  159, the state leaseholders think it may be 

beneficial t.o submit a brief outline of the pertinent fac* s w h i c h  

s urround this controversy. Specifically, the purpose of this 

bac k g r o u n d  material is twofold: first, to familiarize the reader

with the dramatic c h a n g e s  which have occurred r e c e n t l y  in stabs 

la n d  l e a s i n g  p o l i c y  arid to e m p h a s i z e  how those h a r s h  c h a n g e s  n o w  

t h r e a t e n  tho e c o n o m i c  s u r v i v a l  of the state l e a s e h o l d e r s  in 

A l a s k a :  seco n d , s u c h  f a c t s  e s t a b l i s h  a n d  s u p p o r t  the l e a s e h o l d e r s '  

c o n t e n t i o n s  b r o u g h t  o u t  l a t e r  in tho d i s c u s s i o n  of S'1' 159.

1. In 195(1 the territorial, g o v e r n m e n t  o f  A l a s k a  m a d e  

the p o l i c y  d e t e r m i n a t i o n  that an a r e a  o f  g o v e r n m e n t - o w n e d  l an d  

l o c a t e d  e a s t  of a n d  n e a r l y  i n a c e c s i b l e  to A n c h o r a g e  be le a s e d  Cor 

c o m m e r c i a l  a n d  i n d u s t r i a l  p u r p o s e s .  T h i s  a r e a  of A n c h o r a g e  w :a  

then l e a s e d  to Lhe h i g h e s t  b i d d e r  at p u b l i c  a u c t i o n  for a t e r m  of 

55 years. T h e  a r e a  in q u e s t i o n  wa s  d e s i g n a t e d  Lhe A l a s k a  I n d u s­

trial S u b d i v i s i o n ,  a n d  d u r i n g  s u b s e q u e n t  y e a r s  o t h e r  l a n d s  in it

I
w o r e  l e a s e d  u n d e r  t e r m s  c o m p r a b l e  to t hose w r i t t e n  into the 

initial leases. O n e  of Lhe b a s i c  p r o v i s i o n s  of t h e s e  Leases, a n d  

t h o  o n e  b r i n g i n g  t h i s  c o n t r o v e r s y  into e x i s t e n c e ,  w a s  c o d i f i e d

AGO 8 8 5 7 5 9  p  - p



into state law in 1959 (S7t art. V, Ch. 169, SLA 1959). This

s t a t u t e  (AS 3 8 . 0 5 . 1 0 5 )  r e a d s  in part:

E a c h  l e a s e  s h a l l  s t i p u l a t e  t hat th e  a n n u a l  
r e n t a l  p a y m e n t  is s u b j e c t  to a d j u s t m e n t  a t  
f i v e - y e a r  i n t e r v a l s  a n d  c h a r g e s  o r  a d j u s t­
m e n t s  s h a l l  be b a s e d  p r i m a r i l y  on a r e a p­
p r a i s e d  r e n t a l  v a l u e  . . .

2. U p o n  s t a t e h o o d ,  th e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

D i v i s i o n  of L a n d s  fo r  th e  S t a t e  of A l a s k a ,  o f f i c i a l l y  r e a f f i r m e d

the p r i o r  l a n d  l e a s e  p o l i c y  m e n t i o n e d  in n u m b e r  1 ab o v e ,  in

a d o p t i n g  its a d m i n i s t r a t i v e  r e g u l a t i o n s  o n  J u l y  1, 1960. Th e

r e g u l a t i o n  w h i c h  se t  f o r t h  the intent b e h i n d  a d o p t i n g  the " S u r f a c e

L e a s i n g  R e g u l a t i o n s "  r e a d  in part:

. . . T h e  i n t e n t  of thi s  c h a p t e r  is to 
i n s u r e  t h e  e q u i t a b l e  l e a s i n g  of A l a s k a  l a n d  
in a m a n n e r  that w i l l  e n c o u r a g e  d e v e l o p m e n t  
for its h i g h e s t  a n d  b e s t  u s e . (Emphasis 
a d d e d ) (11 A A C  58.900)

T h i s  r e g u l a t i o n  a n d  its i n t e n t  s t i l l  r e m a i n  o n  the b oo k s ,  a n d  the

s t a t e  has n e v e r  c h a n g e d  o r  a t t e m p t e d  to c h a n g e  the h i g h e s t  a n d

b e s t  use c l a s s i f i c a t i o n  of the A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  f r o m

its o r i g i n a l  d e s i g n a t i o n  as c o m m e r c i a l  i n d u s t r i a l  lands.

3. D u r i n g  the p e r i o d  of 1958 t h r o u g h  th e s p r i n g  of 

1976 the l e a s e h o l d e r s  in the A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  d e v e l­

o p e d  t h e i r  l ands a n d  e s t a b l i s h e d  b u s i n e s s  e n t e r p r i s e s  at a c o n s i d­

er a b l e  e x p e n s e  in b o t h  m o n e y  ( s u b s t a n t i a l  p o r t i o n s  b e i n g  b o rrowed) 

an d  time. T h o  s t a t e  D i v i s i o n  o f  L a n d s  d u r i n g  this s a m e  p e r i o d  

ha d  f o l l o w e d  r a t h e r  c o n s i s t e n t  a n d  t o l e r a b l e  a n n u a l  r e n t a l  r e a d­

justment p r a c t i c e s  u n d e r  the a u t h o r i t y  of AS 3 8 . 0 5 . 1 0 5 . A n n u a l  

r e n t a l s  w e r e  a d j u s t e d  u p w a r d  f rom 4(/'A to lOO'i d u r i n g  this p e r i o d  

w i t h o u L  u n d u e  p r o t e s t  from the l e a s e h o l d er s .

4. In Lie s p r i n g  of 1970 n u m e r o u s  l e a s e h o l d e r s  h o l d­

ing s t a t e  l e a s e s  in the A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  w e r e  g i v e n  

n o t i c e  that t h e i r  l e a s e s  w o r e  to be r e a p p r a i s e d  and f i v e - y e a r  \

a nnual rental, r e a d j u s t m e n t s  made. S u c h  n o t i c e  c a u s e d  no p a r t i c -
/  a

u l a r  c o n c e r n  a m o n g  th e  l e a s e h o l d e r s  b e c a u s e  ol p as t  s t a t e  poli c y .



5. In M a y  and June of 1976 the state Division of

•Lands a d v i s e d  the l e a s e h o l d e r s  w h o s e  l e a s e  r e n t a l s  h a d  c o m e  up 

for r e a d j u s t m e n t  t h a t  t h e i r  n e w  a n n u a l  r e n t a l  p a y m e n t s  h a d  i n c r e a s e d  

a n y w h e r e  f r o m  600% to 800%, a n d  in s o m e  c a s e s  e v e n  m ore. T o  say 

t h e  least, t h i s  c a m e  as an o v e r w h e l m i n g  s h o c k  to th e  l e a s e h o l d e r s  

a n d  t h e y  i m m e d i a t e l y  r e g i s t e r e d  p r o t e s t s  w i t h  the D i v i s i o n  o f  

La n d s .  T h o s e  s a m e  p r o t e s t s  for an i n d e p e n d e n t  a p p r a i s a l  o r  s o m e  

f o r m  o f  c o m p r o m i s e ,  h o w e v e r ,  fel l  u p o n  d e a f  e a r s  w i t h  the  D i v i s i o n  

o f  La n d s ,  a n d  the l e a s e h o l d e r s  in the  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n

f
w e r e  t h e r e b y  f a c e d  w i t h  e x c e e d i n g l y  h a r s h  p o s s i b i l i t i e s  o f  (a) 

a b a n d o n i n g  a l l  the w o r k ,  t i m e  a n d  m o n e y  t he y  h a d  d e v o t e d  to the
I

e c o n o m i c  e n d e a v o r s  a n d  h a v e  t h e i r  l e a s e s  f o r f e i t e d  to th e  state;

(b) t r y i n g  to s a l v a g e  w h a t  they  c o u l d  f ro m  t h e i r  o n g o i n g  b u s i n e s s e s  

a n d  a t t e m p t ,  at g r e a t  p e r s o n a l  a n d  m o n e t a r y  s a c r i f i c e ,  t o  r e­

e s t a b l i s h  t h e i r  b u s i n e s s  i n t e r e s t s  on fee s i m p l e  l a n d  in o t h e r  

p a r t s  of A n c h o r a g e ;  o r  (c) t r y  a n d  h a v e  the i m p o s s i b l e  s i t u a t i o n  

r e m e d i e d  in a f a i r  a n d  e q u i t a b l e  m a n n e r  t h r o u g h  the p r o p e r  j u d i c i a l  

a n d  l e g i s l a t i v e  c h a n n e l s .  T h e  l e a s e h o l d e r s  in this c a s e  c h o s e  

the l a t t e r  o p t i o n  as the o n l y  o n e  r e a l i s t i c a l l y  o p e n  to them.

6. T h e  l e a s e h o l d e r s  o f  the A l a s k a  I n d u s t r i a l  S u b d i­

v i s i o n  d e m a n d e d  a n d  w e r e  a f f o r d e d  an a d m i n i s t r a t i v e  h e a r i n g  (held 

the 14th, 15th, 20th  a n d  21st of D e c e m b e r  197G) b e f o r e  a h e a r i n g  

p a n e l  c o n s i s t i n g  of G e o r g e  Ilollett from the s t a t e  D i v i s i o n  o f  

L ands; K e n n e t h  Z a m z ou ,  an a p p r a i s e r  w i t h  the s t a t e  D i v i s i o n  of 

P e t r o l e u m  R e v e n u e ;  and T i m o t h y  G. M i d d l e t o n ,  an a t t o r n e y  in 

p r i v a t e  p r a c t i c e  in A n c h o r a g e .  D u r i n g  the four d a y s  of a d m i n i s­

t r a t i v e  h e a r i n g s  t r e m e n d o u s  a m o u n t s  of t e s t i m o n y  a n d  o t h e r  e v i d e n c e  

w e r e  e l i c i t e d  f r o m  b o t h  the s t a t e  a n d  the l e a s e h o l d e r s .  T h e  

H e a r i n g  P a n e l ' s  P r o p o s e d  D e c i s i o n  and R e c o m m e n d a t i o n s  in this 

m a t t e r  a r e  a t t a c h e d  h e r e t o  a n d  m a r k e d  as A t t a c h m e n t  "A". W h i l e  

t h e r e  is no n e e d  h e r e  to s u m m a r i z e  thi s  d e c i s i o n  o r  the r e c o m m e n -
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of F a c t s  (p. 15), C o n c l u s i o n s  of L a w  (p. 17), a n d  R e c o m m e n d a t i o n s  

(p. 1(5) f o u n d  t h e r e i n .

7. By  v i r t u e  o f  the f act t h a t  the H e a r i n g  P a n e l ' s  

d e c i s i o n  s u b m i t t e d  J a n u a r y  20, 1977 so s t r o n g l y  s u p p o r t e d  the 

l e a s e h o l d e r s '  p o s i t i o n ,  a n d  b e c a u s e  of t h e i r  o w n  p e r s o n a l  f e e l­

ings o f  i n d i g n a t i o n ,  the l e a s e h o l d e r s  h a v e  n o w  d e c i d e d  to b r i n g  

t h e i r  c a s e  b e f o r e  t h e  m e m b e r s  of the F i r s t  S e s s i o n  o f  the T e n t h  

A l a s k a  L e g i s l a t u r e .

C R I T I Q U E  O F  S B  159

W h i l e  the l e a s e h o l d e r s  o f  s t a t e  l a n d  in the A l a s k a  

I n d u s t r i a l  S u b d i v i s i o n  b e l i e v e  the b a s i c  f o r m a t  of S B  159 o f f e r s  

a g o o d  s o l i d  f o u n d a t i o n  u p o n  w h i c h  e q u i t a b l e  r e l i e f  c o u l d  be 

s t r u c t u r e d ,  it c o n t a i n s ,  in its p r e s e n t  form, a n u m b e r  o f  s e r i o u s  

d e f i c i e n c i e s  v/hich m u s t  b e  c h a n g e d  o r  a l t e r e d  if the i m p o s s i b l e  

s i t u a t i o n  b e i n g  f a c e d by s t a t e  l e a s e h o l d e r s  is t o  be r e s o l v e d  

w i t h  an y  d e g r e e  of c e r t a i n t y .

T h e  s p e c i f i c  p o i n t s  of c o n t e n t i o n  a n d  the r e s o l u t i o n  of 

t h e m  ca n be b a s i c a l l y  se t  f o r t h  as follows:

1. * S o c t i o n  1 of S B  159 p r o v i d e s  in AS 3 8 . 0 5 . 0 8 5 ( a ) (1) 

(p. 1, l i n e  12] t h a t  the p a r t i e s  s h a l l  a g r e e  on a f i x e d  b a s e  

a n n u a l  r e n t a l  to run for an i n i t i a l  t e n - y e a r  p e r i o d .  W h i l e  the 

l e a s e h o l d e r s  r e a l i z e  an d a p p r e c i a t e  that  t h i s  n o w  l e a s e  p e r i o d  is 

d o u b l e  the e x i s t i n g  length, it n e v e r t h e l e s s  c o m p l e t e l y  f a i l s  the 

tes t of e c o n o m i c  r e a l i t y .  W h a t  is m e a n t  by t his is t h a t  w i t h  a 

s h o r t  i n i t i a l  p e r i o d  of ten y e a r s  b e f o r e  the s t a t e  c a n  r e a d j u s t  

the f i x e d  b a s e  a n n u a l  rent a l ,  the f i n a n c i a l  i n s t i t u t i o n s  of: this 

a n d  o t h e r  s t a t e s  w i l l  n o t  l o a n  m o n e y  to l e a s e h o l d e r s  to u e v e l o p  

a n d  i m p r o v e  t h e i r  l e a s e d  p r o p e r t y .  D u r i n g  the  a d m i n i s t r a t i v e  

h e a r i n g  h e l d  o n  thi s  m a t t e r  the t e s t i m o n y  of J o h n  Kemp e r ,  an 

A n c h o r a g e  b a n k e r ,  a n d  A n d r e w  (logo, an A n c h o r a g e  a t t o r n e y  h a v i n g  

d o n e  c o n s i d e r a b l e  w o r k  in thi s  field, b r o u g h t  o u t  the fact that 

l e n d i n g  i n s t i t u t i o n s  r e q u i r e  a h i g h  d e g r e e  of c e r t a i n t y  t h a t  tho

datiori, special a t tention is directed to the Summary and Findings
I
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b o r r o w e r  wil l  be able to repay a loan under the terms of a ground
t
lease. it w a s  w e l l  e s t a b l i s h e d  that, u n d e r  n o r m a l  e c o n o m i c  

c i r c u m s t a n c e s ,  to e x p e c t  a b o r r o w e r  to l e a s e  land, d e v e l o p  c o m­

m e r c i a l  e s t a b l i s h m e n t s  a n d  be a b l e  to r e p a y  the b o r r o w e d  m o n e y  

w i t h  i n t e r e s t  w i t h i n  a p e r i o d  o f  ten y e a r s  is t o t a l l y  u n r e a l i s t i c .  

In e f f e c t  w h e t  l e n d e r s  r e q u i r e  is t h a t  b e f o r e  l o a n s  c a n  be m a d e  

o n  u n s u b o r d i n a t e d  g r o u n d  l e a s e s  the r e n t a l  t o  be p a i d  a n n u a l l y  

m u s t  be e i t h e r  a l e v e l  t e r m  o r  a rent  w h i c h  is a s c e r t a i n a b l e  for 

a p e r i o d  o f  te n  to f i f t e e n  (or in s o m e  c a s e s  e v e n  more) y e a r s  

a f t e r  t h e  t e r m  o f  t h e  loan. B e c a u s e  th i s  is a r a t h e r  c o m p l i c a t e d  

m a t t e r ,  a full a n d  t h o u g h t f u l  d i s c u s s i o n  is l e f t  to p a g e s  5 

t h r o u g h  7 of t he  t r a n s c r i b e d  t e s t i m o n y  o f  A n d r e w  H o g e  w h i c h  is 

a f f i x e d  h e r e t o  as A t t a c h m e n t  "B". F o r  f u r t h e r  d i s c u s s i o n  o n  this 

p o i n t ,  a l s o  se e  p a g e s  12 t h r o u g h  15 a n d  24 t h r o u g h  29 o f  t h e  Hoge 

t r a n s c r i p t .  F r o m  t h i s  d i s c u s s i o n ,  w h i c h  r e v e a l s  the g e n e r a l l y  

a c c e p t e d  p r a c t i c e s  o f  the l e n d e r s  in t h i s  s t a t e  a n d  e l s e w h e r e  and 

the t e s t i m o n y  of a p r a c t i c i n g  a t t o r n e y  w h o  is w e l l  v e r s e d  in the 

f i e l d  o f  g r o u n d  l e a s e  f i n a n c i n g ,  it b e c o m e s  a p p a r e n t  t h a t  a s h o r t 

t e n - y e a r  i n i t i a l  f i x e d  r e n t a l  w i l l  p r o h i b i t  t h e  l e a s e h o l d e r s  from 

a c q u i r i n g  th e  f i n a n c i n g  n e c e s s a r y  for d e v e l o p i n g  a n d  i m p r o v i n g  

tho l e a s e h o l d  p r o p e r t y .  In l i g h t  of t h es e  c i r c u m s t a n c e s ,  the

l e a s e h o l d e r s  c a n n o t  s e e  a n y  o t h e r  a n s w e r  to t h e i r  e c o n o m i c  p l i g h t

bu t  to h a v e  t h e i r  f i x e d  b a s e  a n n u a l  rent a l  i n c r e a s e d  f r o m  ten 

y e a r s  to at l e a s t  25 y e a r s  d u r i n g  the i n i t i a l  period.

2. * S e c t i o n  1 o f  S B  159 f u r t h e r  p r o v i d e s  in AS 3(3.05.085

(a)(1) [p. 1, l i n e  15] t hat the i n i t i a l  f i x e d  b a s e  a n n u a l  r e n t a l  m a y  

not e x c e e d  8*4 o f  the fair m a r k e t  v a l u e  o f  t h e  p r o p e r t y .  T o  

d e m o n s t r a t e  t h a t  t his p e r c e n t a g e  f i gu r e  is m u c h  too h igh, o n e  

o n l y  h a s  to c o n s u l t  th o  H e a r i n g  P a n e l ' s  d i s c u s s i o n  o f  the a p p r a i s a l  

t e c h n i q u e s  (see R e n t a l  Rato, p a g e s  .1.2 t h r o u g h  14 o f  A t t a c h m e n t  

"A") a n d  its F i n d i n g s  No. 5, w h i c h  states:

T h e  r e n t a l  rat e  o f  8% is e x c e s s i v e ,  c o n s i d­
e r i n g  the p r i v a t e  l e a s e  m a r k e t  a n d  the d i s­
a d v a n t a g e o u s  p r o v i s i o n s  in the S t a t e  lease,



i n c l u d i n g :  (a) no  s u b o r d i n a t i o n  o f  fee, (b) v 
< no r e n t  c e i l i n g s ,  (c) u n i l a t e r a l  a d j u s t m e n t

w i t h  no a r b i t r a t i o n ,  (d) f l o a t i n g  e a s e m e n t s ,
(e) l a c k  o f  o p t i o n  to p u r c ha s e .  S p e c i f i c­
ally, t h e  p r i v a t e  l e a s e s  e x a m i n e d  c o n t a i n e d  
o n e  or  m o r e  o f  the f o l l o w i n g  a d v a n t a g e o u s  
c o n d i t i o n s :  (a) s u b o r d i n a t i o n ,  (b) an o p t i o n  
to p u r c h a s e ,  (c) r e n t  c e i l i n g s ,  (d) a r b i t r a­
tion; a n d  n o n e  c o n t a i n e d  f l o a t i n g  c a s e m e n t s  
p r o v i s i o n s .

3. S e c t i o n  1 of S B  159 p r o v i d e s  in AS 38.05.085(a)(2) 

a n d  ( 3 ) (p. 1, l i n e s  17-24] t h a t  o n c e  the i n i t i a l  l e a s e  p e r i o d  

h a s  e x p i r e d ,  the a n n u a l  r e n t a l  is to b e  r e a d j u s t e d  e v e r y  five 

y e a r s  t h e r e a f t e r ,  so lon g  as the n e w  r e n t a l  do e s  n o t  e x c e e d  8% 

o f  the f a i r  m a r k e t  v a l u e  of th e  p r o p e r t y  o r  50% m o r e  t h a n  t h e 

a m o u n t  p a i d  t h e  p r e c e e d i n g  p e r i o d , w h i c h e v e r  is h i g he r .  T h e s e  

p r o v i s i o n s  r e p r e s e n t  a n u m b e r  of m a j o r  p o i n t s  o f  c o n t e n t i o n  

a n d  d i s a g r e e m e n t  w h i c h  the l e a s e h o l d e r s  h a v e  w i t h  SB 159.

Fi r s t ,  the  r e q u i r e m e n t  that the a n n u a l  re n ta l  p a y m e n t s  

b e  r e a d j u s t e d  e v e r y  fiv e  y e a r s  a f t e r  the s h o r t  t e n - y e a r  i n i t i a l  

p e r i o d  h a s  run o n l y  c o m p o u n d s  m a n y  t i m e s  o v e r  the c r i t i c a l  p r o b l e m  

w h i c h  h a s b e e n  d i s c u s s e d  in n u m b e r  1 a b o v e  w i t h  r e g a r d  to o b t a i n i n g  

a n y  f i n a n c i n g  for d e v e l o p i n g  o r  m a k i n g  i m p r o v e m e n t s  on the land. 

W i t h  a s t a t u t o r y  p r o v i s i o n  r e q u i r i n g  the r e n t a l s  to b e  p a i d  be 

r e a d j u s t e d  e i g h t  t i m e s  a f t e r  the i n i t i a l  p e r i o d  g i v e s  the l e a s e­

ho l d e r s  a n d  t h e i r  p o t e n t i a l  l e n d e r s  a b s o l u t e l y  no w a y  to e s t i m a t e  

t h e  i n t e r m e d i a t e  o r  u l t i m a t e  re n t a l  p a y m e n t s  to b e  re qu i r e d .  As 

a l r e a d y  n o t e d  in n u m b e r  .1 above, the l e n d i n g  i n s t i t u t i o n s  m a k i n g  

d e v e l o p m e n t  o r  i m p r o v e m e n t  l o a n s  w o u l d  n o t  do so w h e r e  the p o t e n­

tial r e n t a l  l i a b i l i t y  is so u n c e r t a i n  an d  u n a s c o r t a i n a b l e .

S e c o n d ,  the r e q u i r e m e n t  in this p r o v i s i o n  of SB 159 

t hat the l e a s e h o l d e r  pa y  a r e a d j u s t e d  r e n t a l  e v e r y  five y e a r s  

a f t e r  the i n i t i a l  t e n - y e a r  p e r i o d  w h i c h  is the h i g h e r  of 8% ot 

the r e a p p r a i s e d  fair m a r k e t  v a l u e  o f  the p r o p e r t y  o r  n o  m o r e  

t h a n  50% o f  th e  r e n t a l  lie h a s  p a i d  the p r e c e d i n g  p e r i o d  not o n l y  

f u r t h e r  c o n t r i b u t e s  to the p r o b l e m  of m a k i n g  the s t a t e  l e a s e  

u n b a n k a b l e  b e c a u s e  the f u t u r e  r e n t a l  p a y m e n t s  c a n n o t  b e  a s c e r­

t a i n e d  w i t h  a n y  d e g r e e  o f  c e r t a i n t y ,  hu t  it a l s o  p e n a l i z e s  the

6 - 4 0 0  « 8 5 7 6 4



s t a t e  l e a s e h o l d e r  o v e r  l e s s e e s  o f  p r i v a t e l y - o w n e d  l a n d  t h r o u g h­

ou t  the l ea s e  p e r i o d  to a p o i n t  w h i c h  is n e a r l y  b e y o n d  c o m p r e­

he n s i o n .  J u s t  h o w  the s t a t e  l e a s e h o l d e r s  w o u l d  b e  so s e v e r e l y  

p e n a l i z e d  u n d e r  t h i s  " h i g h e r "  of two l i m i t s  o r  c e i l i n g  c a n  b e  

f u l l y  a p p r e c i a t e d  f r o m  the c o m p u t a t i o n s  m a d e  in A t t a c h m e n t  "C" 

w h i c h  is a t t a c h e d  h er e t o .

Th i r d ,  t h e  l e a s e h o l d e r s  f u r t h e r  c o n t e n d  t h a t  t h e  8% 

f i g u r e  : d in t h i s  p o r t i o n  o f  SB 159 a l s o  is u n r e a l i s t i c a l l y

h i g h  c o n s i d e r i n g  th e  u n f a v o r a b l e  a s p e c t s  o f  s t a t e  l e a s e s  in 

c o m p a r i s o n  to p r i v a t e  c o m m e r c i a l  l e a s e s  (see p. 16, F i n d i n g  No. 5, 

A t t a c h m e n t  " A " ) .

4. S u b s e c t i o n  (b) o f  A S  3 8 . 0 5 . 0 8 5  as p r o p o s e d  in 

S e c t i o n  1 of SB 159 (p. 1, l ine 25 t h r o u g h  p. 2, l i n e  10) e s t a b­

lis h e s  w h a t  th o  l e a s e h o l d e r s  b e l i e v e  to be an e x c e l l e n t  p r o c e d u r e  

for a p p r a i s i n g  s t a t e  le a s e  l a n d  in a fair a n d  c e r t a i n  m a n n e r .  

F u r t h e r ,  this p r o v i s i o n  c o r r e s p o n d s  w i t h  the H e a r i n g  P a n e l ' s  

R e c o m m e n d a t i o n  No. 4 (see p. 19 o f  A t t a c h m e n t  "A"). T h e  o n l y  

d i f f i c u l t y  th e  l e a s e h o l d e r s  h a v e  w i t h  this p r o p o s a l  is that, 

b e c a u s e  of the f r e q u e n c y  of a p p r a i s a l s  n e e d e d  u n d e r  S e c t i o n  1 of 

the bill, L hey t h i n k  that t h e  s h a r i n g  of a p p r a i s a l  c o s t s  (p. 2, 

line 10) w o u l d  be a h i g h l y  e x p e n s i v e  p r o p o s i t i o n .

5. T h o  l e a s e h o l d e r s  e a r n e s t l y  b e l i e v e  tha t  a n e w

s e c t i o n  s h o u l d  be i n s e r t e d  b e t w e e n  " S e ction 1 a n d  "Sec. 2 o f  SB

159. T h i s  n e w  s e c t i o n  w o u l d  repeal an d  r e e n a c t  AS 3 8 . 0 5 . 0 9 0  and

w o u l d  r e a d  as follows:

Sec. 18.0 5 . 0 9 0 . R E I M B U R S E M E N T  F O R  F I X T U R E S  
AN D  I M P R O V E M EN T S .  (a) A l e s s e e  o f  s t at e  
Land shal I. be r e i m b u r s e d  by a s u c c e e d i n g  
l e s s e e  o r  p u r c h a s e r  for f i x t u r e s  c o n s t r u c t e d  
a n d  i n s t a l l e d  o n  the l and an d  .improvements 
m a d e  to the land. If the r e t i r i n g  i e s s e o  a n d  
Lhe n o w  le ss e e  o r  p u r c h a s e r  do n o t  a g r e e  on 
the fair m a r k e t  v a l u e  ol the fi x t u r e s  or 
i m p r o v e m e n t s ,  o r  both, then s u c h  v a l u e  shaLl 
be d e t e r m i n e d  as p r o v i d e d  in (b) of this 
s e c t io n .

(b) W h e n  it: is n e c e s s a r y  to d e t e r m i n e  
the Lair m a r k e t  v a l u e  of the p r o p e r t y  u n d e r
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the p r o v i s i o n s  of (a) of th i s  s e ct i o n ,  th e  
l e s s e e  s h a l l  a p p o i n t  an M. A . I .  a p p r a i s e r  a n d  
the n e w  l e s s e e  or p u r c h a s e r  s h a l l  a p p o i n t  an 
M. A .I .  a p p r a i s e r .  T h e  t w o  a p p r a i s e r s  so 
a p p o i n t e d  shall, w i t h i n  a s p e c i f i e d  p e r i o d  of 
t i m e  a g r e e d  u p o n  b y  the p a r t i e s ,  m a k e  t h e i r  
a p p r a i s a l s  o f  the p r o p e r t y  in q u e s t i o n .  If 
the tw o  a p p r a i s e r s  a g r e e  u p o n  the f a i r  m a r k e t  
v a l u e  t h e n  t h a t  d e t e r m i n a t i o n  is a b s o l u t e l y  
b i n d i n g  on the p a r t i e s .  In the e v e n t  t h a t  
the t w o  a p p r a i s e r s  a r e  n o t  a b l e  to agree, 
t h e n  the y  s h a l l  t o g e t h e r  a p p o i n t  a t h i r d  
M.A .I .  a p p r a i s e r  a n d  he s h a l l  t h e n  m a k e  his 
a p p r a i s a l  o f  t h e  p r o p e r t y  in q u e s t i o n .  W h e n  
the t h i r d  a p p r a i s a l  is c o m p l e t e d ,  t h e  t w o  of 
t h e  t h r e e  a p p r a i s a l s  w h i c h  ar e  n e a r e s t  e a c h  
o t h e r  in t h e i r  d e t e r m i n a t i o n  o f  the f a i r  
m a r k e t  v a l u e  s h a l l  b e  a v e r a g e d  a n d  t h e  r e s u l t­
ing s u m  s h a l l  be t h e  f a i r  m a r k e t  v a l u e  o f  the
the m a t t e r  in q u e s t i o n  a n d  a b s o l u t e l y  b i n d i n g
on th e  pa r t i e s .  T h e  c o s t  i n c u r r e d  in m a k i n g  
the a p p r a i s a l s  p r o v i d e d  fo r in this s u b s e c t i o n  
s h a l l  be b o r n e  by t h e  p a r t i e s  e q u a l l y .

T h e  r e a s o n  t h a t  t his r e p e a l  a n d  r e e n a c t m e n t  of A S  3 8 . 0 5 . 0 9 0  is 

n e c e s s a r y  is t h a t  m u c h  o f  the e x i s t i n g  p r o v i s i o n s  o f  t h i s  s e c t i o n  

a r e  a n t i q u a t e d  ar.d i n t e r n a l l y  i n c o n s i s t e n t .  T h i s  p r e s e n t  s t a t e  

of  a f f a i r s  s u b j e c t s  t h e  l e a s e h o l d e r s  to a g r e a t  d e a l  of u n n e c e s­

sa r y  u n c e r t a i n t y  w i t h  r e g a r d  to t h e i r  r i g h t s  (or lack  thereof) 

for r e i m b u r s e m e n t  for i m p r o v e m e n t s  m a d e  to the s t a t e  l a n d  if t h e y  

m u s t  g i v e  up t h e i r  leases. T h e  a m e n d a t o r y  l a n g u a g e  w o u l d  e l i m­

inate a n y  s u c h  p r o b l e m s .

6. T h e  o n l y  o t h e r  m o d i f i c a t i o n  w h i c h  the l e a s e h o l d e r s  

b e l i e v e  n e c e s s a r y  in SB 159 r e l a t e s  to *Sec. 3 (p. 3, l i n e s  16-

20). By v i r t u e  o f  w h a t  the l e a s e h o l d e r s  h a v e  s u g g e s t e d  in

n u m b e r s  1 a n d  3 ab ov e ,  tho p r o v i s i o n  s h o u l d  n a t u r a l l y  be r e d r a f t e d  

to c h a n g e  the i n i t i a l  l e a s e  p e r i o d  to 25 y e a r s  a n d  r e a d j u s t m e n t s  

to be m a d e  at i n t e r v a l s  o f  ten y e a r s  o r  more.

In c o n c l u s i o n ,  it m a y  be f a i r l y  s t a t e d  t ha t  the l e a s e­

h o l d e r s  s i n c e r e l y  b e l i e v e  that, in o r d e r  for t h e m  to e c o n o m i c a l l y  

s u r v i v e  in the A l a s k a  I n d u s t r i a l  S u b d i v i s i o n ,  the c h a n g e s  to S B  

159 s t a t e d  h e r e i n  are e s s e n t i a l  a n d  not m e r e l y  w i s h f u l  t h i n k i n g .

»r
I'
i

i
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Matthews, Dunn &  Baity

HEARING PANEL PROPOSED DECISION ft?JO nKCOHMENDA'PXOM

I

I N T R O D U C T I O N

P u r s u a n t  to a l e t t e r  o f  N o v e m b e r  2, 1976, w r i t t e n  

by M i c h a e l  Smith, D i rector, D i v i s i o n  o f  Lands, to lessees 

h o l d i n g  l e a s e s  in the A l a s k a  Ind u s t r i a l  Subdivision, an 

a d m i n i s t r a t i v e  h e a r i n g  was h o l d  D e c e m b e r  14, 15, 20 and 

21, 1976. T h e  h e a r i n g  was c a l l e d  to giv e  the lessees an 

o p p o r t u n i t y  to p r o t e s t  the f i v e - y e a r  r e a p p r a i s a l  of c e r t a i n  

s t a t e  l e a s e s  w i t h i n  the A l a s k a  I n d u s t r i a l  Subdivision, said 

r e a p p r a i s a l  r e s u l t i n g  in s u b s t a n t i a l l y  h i g h e r  annual r e n t e 1 

pa yments. T h e  h e a r i n g  pa n e l  c o n s i s t e d  of G e o r g e  H o l l o t t 

f rom the D i v i s i o n  o f  Lands; K e n n e t h  P.amzow, an a p p r a i s e r  

w i t h  the S t a t e  D i v i s i o n  of P e t r o l e u m  Revenue; and 

T i m o t h y  G. M i d d l e t o n ,  an a t t o r n e y  in p r i v a t e  practice.

T h e  D i v i s i o n  of Lands (Division) w as r e p r e s e n t e d  at 

tlvo h e a r i n g  by J o h n  C i s s b o r g  fro m  the A t t o r n e y  G e n e r a l ' s  

Office. R e p r e s e n t i n g  v a r i o u s  l e a s e h o l d e r s  w as D o u glas Daily, 

and r e p r e s e n t i n g  l e a s e h o l d e r  G r o h  & Bonkort, a partnership, 

was C l i f f o r d  Groh.

T e s t i f y i n g  as w i t n e s s e s  for the D i v i s i o n  wo r e  

R o n a l d  Bunn, art a p p r a i s e r  w i t h  the D ivision; R o b e r t  Kesling, )

a f o r e s t e r  w i t h  the Division; a nd H u g o n o  I'arp wit h  tho D e p a rtment  

of H i g h w a y s .

ATTACHMENT "A"
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T e s t i f y i n g  as w i t n e s s e s  for the l e s sees w o r e  Loon

Brown, J i m  C r i s t o p h c r , J o e  Wilh o u r ,  lessees; Prod Ferrara, e nd 

K r r o l l  Simmons, a p p r a i s e r s ; Joh n  Hamper, a banker; A n d r e w  Hoge, 

an attorney; and Paul K i m b a l l  f r o m  L y n d o n  Tra n s p o r t ,  a lessee.

T h o  r e l e v a n t  p r o v i s i o n s  o f  tho lease form, r egulations 

and s t a t u t e  are set o u t  as f o l l o w s :

(1) S t a t e  lease p r o v i s i o n  c a l l i n g  for reappraisal:

" [ S ] u c h  p a y m e n t s  to be s u b j e c t  to a d j u s t m e n t  at 
e a c h  f i v e - y e a r  interval fr o m  tho e f f e c t i v e  da t e 
h e r eof, if the lease t e r m  h e r e o f  e x c e e d s  five 
y e a r s ,  su c h  a d j u s t m e n t  to be b a s e d  p r i m a r i l y  upon 
?. r e a p p r a i sed a nnual r e ntal value o f land in a 
s tate of ~im?rcv omant s i m i l a r to that o f  th e  l a n d 
d e s c r i b e d  h e r e i n  at the tirr- this lease was entered. 
I n t o .

(2) R e g u l a t i o n s  g o v e r n i n g  rental: 11 A AC 50.520 and

11 A A C  58.410:

11 A A C  50.520. A D J U S T M E N T  OF RENTAL. All leases 
shall s t i p u l a t e  that the annual rental p a y m e n t  
s h a l l  be s u b j e c t  to a d j u s t m e n t  by the d i r e c t o r  
at f i v e - y e a r  i n t e r v a l s  a nd a ny c h a nges or a d j u s t­
me n t s  shall be b a s e d  p r i m a r i l y  upo n  the r e a p p r a i s e d  
a n n u a l  r ental value. T h o  d i r e c t o r  shall take into 
c o n s i d e r a t i o n  the f o l l o w i n g  factors in r e a p p r a i s i n g  
the a nnual r e n t a l  value: the value of c o m p a r a b l e
lands in tho sam e  o r  s i m i l a r  areas, e x c l u s i v e  of 
b u i l d i n g s ,  st r u c t u r e s ,  appu r t e n a n c e s ,  equipment, 
l a n d  fill, clearing, l e v e l i n g  or roads o w n e d  by 
the lessee. T h e  c o m m i s s i o n e r  m ay w a i v e  o n a  o r  
m o r e  of the p e r i o d i c  r e n t a l  a d j u s t m e n t s  or lengthen 
t he r e a p p r a i s a l  period, wh e n  a lessee w h o  has 
a c q u i r e d  a * :art o f  la n d  for m u l t i p l e  unit h.using, 
co m m e r c i a l ,  or i n d u s t r i a l  d e v e l o p m e n t  can d e m o n­
s t r a t e  to Lhe s a t i s f a c t i o n  of the c o m m i s s i o n e r  
that such a c t i o n  is e s s e n t i a l  in o r d e r  to o b t a i n  
the p r i m a r y  l o n g - t e r m  f i n a n c i n g  or loan .insurance 
r e q u i r e d  for development: of tha l eased .land. Jn 
o r d e r  to qualify, a p p l i c a n t s  must f u r nish w r i t t e n  
e v i d e n c e  that, in r e q u i r i n g  a w a i v e r  of rental 
a d j u s t m e n t ,  the l e n d i n g  o r  insuring a g e n c y  is 
a p p l y i n g  a g e n e r a l l y  a p p l i c a b l e  rule. W a i vers  
sh a l l  remain in e f f e c t  o n l y  d u r i n g  tho term of 
tho .loan but shall not e x c e e d  -10 years.

.1.1 A A C  58.410. A N N U A L  RENTAL. Annual m i n i m u m  
r e n t a l s  shall be c o m p u t e d  f r o m  the a p p r o v e d  
a p p r a i s e d  m a r k e t  value, e x c e p t  in the. ca s e  of a 
p r e f e r e n c e  ri g h t  g r a z i n g  lease, and sh 1). bo tho 
lowest a c c e p t a b l e  b i d  in tho event of an auction. 
Annual rental sh a l l  be the. b a s i s  of b i d d i n g  for
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a ll s u r f a c e  leases, e x c e p t  ss p r o v i d e d  in sec. 440 
oi! this chap t e r .  A n n u a l  r e n t a l s  in a m o u n t s  up 
to a n d  i n c l u d i n g  $ 2 5 0.00 shall bo p a i d  on an a n n u a l  
basis. A n n u a l  r e n t a l s  in a m o u n t s  above: $ 2 5 0.00 
shall bo p a i d  e i t h e r  a n n u a l l y  or in q u a r t e r l y  
i n s t a l l m e n t s ,  at tho d i s c r e t i o n  oi! the lessee.
A l l  r e n tals s h a l l  be p a i d  in advance.

11 A A C  58.900. S H O R T  TITLE. Th i s  c h a p t e r  p e r­
tains to the l e a s i n g  o f  land of the St a t e  of 
A l a s k a  and to the j u r i s d i c t i o n  of the D i v i s i o n  
o f  Lands, D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  a n d  
r e l a t e d  m a t t e r s .  Tho i n t e n t  o f  this c h a p t e r  is 
to i n s u r e  the e q u i t a b l e  l e a s i n g  o f  A l a s k a  l a n d  
in a m a n n e r  t h a t  w i l l  e n c o u r a g e  d e v e l o p m e n t  for 
its h i g h e s t  and b e s t  use. T h i s  c h a p t e r  m a y  be 
r e f e r r e d  to as the "Surface L e a s i n g  R e g u l a t i o n s . "

(3) S t a t u t o r y  p r o v i s i o n  d e a l i n g  w i t h  r e ntal a d j u s t m e n t s  in

e f f e c t  as o f  M a y  1, 1 975:^

AS 33.05.105. P E R I O D I C  R E N T A L  A D J U S T M E N T S . E a c h  
l e a s e  shall s t i p u l a t e  that the a nnual r e n t a l  p a y­
m e n t  is s u b j e c t  to a d j u s t m e n t  at f i v e - y e a r  i n t e r­
val s  and c h a r g e s  or a d j u s t m e n t s  shall be b a s e d  
p r i m a r i l y  o n  a r e a p p r a i s e d  a nnual rental value. 
H owever, w h e n  d e v e l o p m e n t  of the land is n ot 
o t h e r w i s e  p o s s i b l e  due to s p e cial c o n d i t i o n s ,  
the r e a p p r a i s a l  p e r i o d  m a y  be l e n g t h e n e d  or 
w a i v e d  u n d e r  r e g u l a t i o n s  a d o p t e d  by the 
c ommi s s i o n e r .

B e c a u s e  the h e a r i n g  pa n e l  is c o m p o s e d  o f  an appraiser, 

l a w y e r  a n d  a r e p r e s e n t a t i v e  of the D i v i s i o n  of Lands, it is' j 

c o n s i d e r e d  a p p r o p r i a t e  in f o r m u l a t i n g ' r e c o m m e n d a t i o n s  to th§! 

D i r e c t o r  t h a t  the p a n e l  e x o r c i s e  .independent j u d g m e n t  based^ op 

e x p e r t  t e s t i m o n y  p r e s e n t e d  a n d  e x h i b i t s  offe r e d .  A c c o r d i n g l y ,  

we do not a c c o r d  the D i v i s i o n ' s  p o s i t i o n  a n y 's p e cial d e f e r e n c e  

w h i c h  m i g h t  be a p p l i e d  in an a d m i n i s t r a t i v e  a ppeal in t h o  

j u d i c i a l  proc e s s .

T he b a s i c  q u e s t i o n  to be r e s o l v e d  j.n this h e a r i n g  is 

tho d e t e r m i n a t i o n  of a f a i r  r ental for c e r t a i n  lots w i t h i n  the 

A l a s k a  I n d u s t r i a l  S u b d i v i s i o n .  T h i s  f a i r  rental is to he 

d e t e r m i n e d  for the f i v e - y e a r  p e r i o d  M a y  2, 197G, t h r o u g h  M a y  1, 

1981, the th i r d  rental a d j u s t m e n t  p e r i o d  since the. leases

This, s e c t i o n  has s i n c e  been amen d e d ,  §1, Ch. 2G7 f!/.A 1.97G.
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c o m m e n c e d  o n  M a y  2, 196]. T h a  D i v i s i o n  had a d j u s t e d

lhe a n n u a l  r e n t a l  of tha l e a s e s  in qua:;Lion a:; o f  Kay 1, 1976.

This a d j u s t m e n t  h a d  b e e n  b a s e d  on a ro.appraj.sr.d fair mar'tiL

v a l u e  and an i n c r e a s e  in the r e n t a l  r a t e  f r o m  6 Si to G'i. Tho

r e a p p r a i s a l  a n d  a d j u s t m e n t  w e r e  b a s e d  o n  the rele v a n t  p r o v i s i o n

of the s t a t u t e  a nd r e g u l a t i o n s  q u o t e d  above. A d d i t i o n a l l y ,  the

t e r m  "fair m a r k e t  value" is d e f i n e d  in 11 A A C  58.910(11) as:

" F a i r  m a r k e t  v a l u e "  m e a n s  the h i g h e s t  price, 
e s t i m a t e d  in t e r m s  of m o n e y ,  w h i c h  the p r o p e r t y  
w o u l d  b r i n g  if e x p o s e d  for sale for a rea s o n a b l e  
t i m e  in the o p e n  market, w i t h  a seller, w i l l i n g  
b u t  not f orced to sell, a n d  a buyer, w i l l i n g  but 
not f orced to buy, both b e i n g  fully info r m e d  of 
all the p u r p o s e s  f or w h i c h  the p r o p e r t y  is bes t  
a d a p t e d  or c o u l d  b e  used.

II

I SSUES

T h o  i s s u e s  a p p e a r  to ba t h a  f o l l o w i n g :

(1) A n  i n t e r p r e t a t i o n  o f  th e l e a s e ,  r e g u l a t o r y  a n d  s t a t u t o r y

p r o v i s i o n s ,  a s  t o  t h e  n a t u r e  o f  i m p r o v e m e n t s  to b e  i n c l u d e d  in the 

a p p r a i s e d  v a l u e .

(2) W h e t h e r  o r  n o t  t h e  t e r m  " p r i m a r i l y "  as u s e d  i n  t h o  lease, 

r e g u l a t i o n s  a n d  s t a t u t e  m o a n s  t h a t  t h e  D i v i s i o n  s h o u l d  c o n s i d e r  

o t h e r  f a c t o r s  in a r r i v i n g  a t  a  r e a p p r a i s e d  a n n u a l  r e n t a l  v al u e .

(3) W h e t h e r  Lhe D i v i s i o n ’s a p p r a i s a l  w a s  in a c c o r d  w i t h  th e

.lav/ a n d  c o n s i s t e n t  w i t h  L h e  r e l e v a n t  m a r k e t  c o n d i t i o n s ,  p a r t i c u­

l a r l y  as t o  (a) u s e  o f  c o m p a r a b l e s  a n d  (I/) d e t e r m i n a t i o n  o f  

o r i g i n a l  c o n d i t i o n .

('!) W h e t h e r  Die HZ r e n t a l  rate, is a p p r o p r i a t e  In v i e w  o f  

m a r k  el c o n d i t i o n s ,  the p r o v i s i o n s  o f  the s t a t e  .lease n o t  f o u n d  

in p r i v a t e  l e a s e s .



Ill

L I S C U S S I O N

A. Stiilrs of I m p r o v e m e n t s

T h o  l e s sees r e p r e s e n t e d  at this h e a r i n g  i n t e r p r e t  tha 

te r m  " state of i m p r o v e m e n t "  to m e a n  the state of i m p r o v e m e n t  of 

the e n t i r e  A l a s k a  I n d u s t r i a l  S u bdivision. Specifically, the 

le s s e e s  i n t e r p r e t  this to n a a n  t h a t  a n y  i m p r o v e m e n t s  m a d e  o u t s i d e  

of lot b o u n d a r i e s  since 1961, s u c h  as roads and u t i lities, are to 

be e x c l u d e d  fron c o n s i d e r a t i o n  in the fair m a r k e t  v a l u e  o f  the 

s u b j e c t  lots. T he a p p r a i s a l s  c o n d u c t e d  b y  Messrs. F e r r a r a  and 

S i m m o n s  f or the l e s sees a nd p r e s e n t e d  at the h e a r i n g  r e f l e c t e d  

a d j u s t m e n t s  in v a l u e  to a c c o u n t  for t he cos t  of those .improve­

ments, p a r t i c u l a r l y  cost o f  access. T h i s  was b a s e d  o n  language 

in the le a s e  i n d i c a t i n g  v a l u e  s h o u l d  be ba s e d  o n  land in a similar 

st a t e  of i m p r o v e m e n t  as lan d  d e s c r i b e d  in the lease at the time 

the lease was e n t e r e d  into; thus, the r e f e r e n c e  to "original  

c o n d i t i o n . "  The regule.ti.ons, howe v e r ,  are mor e  e x p l i c i t  in 

d e t e r m i n i n g  w h a t  i m p r o v e m e n t s  a r o  to be excluded. JthQ Paupln 

l>elieves it w o u l d  be i n a p p r o p r i a t e /  in viev; of regulations, and 

p r i n c i p l e s  of equity, to e x c l u d e  f r o m  the value of V-ho leased 

p r o p e r t y  i m p r o v e m e n t s  o f f  t h e  p r o p e r t y ,  e s p e c i a l l y  w h e n  s u c h  im­

pr o v e m e n t s  w e r e  p a i d  for b y  thO(, lessoi*. W h e n  a lessee can d e m o n­

strate. that such o ff p r o p e r t y  i m p r o v e m e n t  was paid for by h i m  or 

his p r e d e c e s s o r  in intercut, a d i f f e r e n t  a p p r o a c h  s h o u l d  b e  used, 

bo t h  Lhe S t a t e  and Lint; l e s s e e s  a g r e e  that a ny improvement!; made 

w i t h i n  lot b o u n d a r i e s  by l e s s e e s  a r c  to be d i s r e g a r d e d  in the 

v a l u a t i o n *  T he Panel finds ,ir),f avorl a£„,Uh<? . State in i n t e r p r e t i n g

• N i l " *  i ' H' *
this p h r a s e  "state o f  improvement.?, to mean, onl y  the c o n d i t i o n  

w i t h i n  t he s u b j e c t  lots a n d  that A l l  i m p r o v e m e n t s  m a d e  si n c e  the 

leases w e r e  e n t e r e d  into w h i c h  lie. outside, of t he lot boundaries, 

s p e c i f i c a l l y  roads, water, sewer, power, a nd any o t h e r  amenities
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w h i c h  a f f e c t  the v a l u e  of tho s u b j e c t  lots are to be includes ini' 

the f a i r  m a r k e t  v a l u e  o f  t h o s e  lots.

A  f u r t h e r  d i s a g r e e m e n t  a m o n g  the p a r t i e s  involving 

the "state o f  i m p r o v e m e n t "  is that of the o r i g i n a l  c o ndition  

o f  Lhe lot s  b e f o r e  any t e nant i m p r o v e m e n t s  w e r e  made. The 

S t a t e ' s  a p p r a i s a l  witn e s s ,  Mr. Bunn, t e s t i f i e d  that as far 

as h e  c o u l d  d e t e r m i n e  a f t e r  r e f e r e n c e  to soil maps, aerial 

p h o t o s  a n d  c o n s u l t a t i o n  w i t h  v a r i o u s  knov/1 c d g c a b l e  individuals, 

t h a t  Lhe s o i l s  w e r e  b a s i c a l l y  a d e q u a t e  for b u i l d i n g  de v e l o p m e n t 

w i t h  a m i n i m u m  o f  sit e  p r e p a r a t i o n  requ i r e d  for any development, 

t ha t  no s u b s t a n t i a l  a m o u n t  of o v e r b u r d e n  n e e d e d  to be removed.

Mr. B u n n  a d m i t t e d  his f i n d i n g s  in this r egard w e r e  ba s e d  

l a r g e l y  o n  the lack of e v i d e n c e  to t he contrary. Ho d i d  

not, a p p a r e n t l y ,  a t t e m p t  to g a t h e r  e v i d e n c e  from individuals 

w h o  d e v e l o p e d  the l e a s e d  land. Several o t h e r  w i t n e s s e s  

t e s t i f i e d  as to m o d e r a t e  to s e v e r e  c o n d i t i o n s  of peat and 

u n s t a b l e  soil c o n d i t i o n s  at the t i m e  the lenses wor e  ori g i n a l l y 

e n t e r e d  into. T he lessees' ap p r a i s e r s ,  Mr. S i m m o n s  and 

Mr. F e r r a r a ,  a f t e r  t h o r o u g h l y  i n v e s t i g a L i n g  Lhe o r i g i n a l  

soil c o n d i t i o n s  w i t h  v a r i o u s  k n o w l e d g e a b l e  p eople i n dicated 

t h a t  it was still not c l e a r  e x a c t l y  w h a t  tho soil c o n d i t i o n s  

w e r e  on e a c h  parcel. T h e r e  w as a d e q u a t e  t e stimony given 

that most, if not all, of the s u b j e c t  lots had co n d i t i o n s  

of u n s t a b l e  pea t  soils in d e p t h s  r a n g i n g  from one to four 

foot, w i t h  t e s t i m o n y  g i v e n  c o n c e r n i n g  ind i v i d u a l  spots w h e r e  

the d e p t h  o f  peat e x t e n d e d  14 feet. In Mr. F e r r a r a ' s  appraisal 

of. Lot 4, Bl o c k  2; Lot 12, Block 10; Lot 10, ni o c k  9; A l a s k a  

I n d u s t r i a l  S u b d i v i s i o n ,  lie s t ated th a t  soil c o n d i t i o n s  probably 

v a r i e d  f r o m  two to three feet of o v e r b u r d e n  a l o n g  C o m m e r c i a l  

D r i v e  on tho no r t h  wit h  o v e r b u r d e n  d e e p e n i n g  in the area 

of. U a m p a r t  D r i v e  a nd r e a c h i n g  d e p t h s  o f  two to throe feet

- 6 -
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a g a i n  a l o n g  ML. V i e w  Drive. Hr. F e r r a r a  t e stified that 

i'l l t h o u g h  lie? w as u n c e r t a i n  nu to the a ctual coil cond5.Li.nmi 

at tlic? Lihi^ the leaso.s w a r e  e n t e r e d  into, hn felt a realistic 

c o n d i t i o n  w a s  that a p p r o x i m a t e l y  two tect of fill wen required 

o n  the? a v e r a g e  for d e v e l o p m e n t  of those lots w h i c h  he estimated 

w o u l d  cost, at the tim e  of reappraisal, $.50 p e r  s q u a r e  

foot. Hr. S i m m o n s’ a p p r a i s a l  r e p o r t  and testimony r e g a r d i n g  

soil c o n d i t i o n s  w e r e  s i m ilar to those of Mr. Ferrara. In 

Hr. S i m m o n s 1 a p p r a i s a l  of Lots 8 and 30, Bl o c k  10, he est i m a t e d
ii

a c u r r e n t  cos t  of s u r c h a r g i n g  the pea t  w i t h  g ravel in an 1

a m o u n t  a d e q u a t e  to s u p p o r t  p a r k i n g  a nd s t o rage yards was 

$40,000, w h i c h  d i v i d e d  by total site area of 46,021 square 

feet e q u a l s  $.87 par s quare foot. J n  .flana,V,8 ppin)ion^ 

the i n v e s t i g a t i o n  a n d  a n a l y s i s , b y  the l e s s e e s’ two a p p r a i s e r ^  

w e r e  r e a s o n a b l y  v/cll s u p p o r t e d  a n d  m u e h . m o r e  c r e d i t a b l e  

t ha n  the i nvestigation, a n a l y s i q  a n d  t e s t i m o n y  g i v e n  by 

the D i vision.

B . M e a n i n g o f  P r i m a r i l y

T h e  lessees c o n t e n d e d  that b e c a u s e  the lease, 

r e g u l a t i o n  and s t a t u t e  all use the a d v e r b  "primarily" to 

m o d i f y  the v e r b  in, "such a d j u s t m e n t  to be ba s e d  pri m a r i l y  

u p o n  a r e a p p r a i s e d  a n n u a l  rental v a l u e , "  that the State 

s h o u l d  c o n s i d e r  o t h e r  factors in a r r i v i n g  at an annual rental 

value. T h e  lessees po i n t  Lo 11 A ^ C  50.9(10 w h e r e i n  the intent 

o f  the r e g u l a t i o n s  is s p e l l e d  out, i.e., to "insure e q u i t a b l e  

l e a s i n g "  to "encourage d e v e l o p m e n t . "  Accord i n g l y ,  the lessees 

p r e s e n t e d  evidence, u n r e f u t e d  by tho Division, of the d i f f i c u l t y  

in o b t a i n i n g  financing for d e v e l o p m e n t  of thu leaseholds.

T h o  D i v i s i o n ’s p o s i t i o n  w a s  t h a t  t h o  w o r d  mount, 

n o t h i n g  n o w  w i t h  r e s p e c t  t o  t h o  l e a s e s  u n d e r  q u e s t i o n ,  but 

t h a t  it r e f e r r e d  to L h e s i n c e  r e p e a l e d  p r o v i s i o n s  for wiS.vor
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o ' f i v e - y e a r  a d j u s t m e n t s  in ca s e s  '.’her e  such a w a i v e r  it;

n e c e s s a r y  to o b t a i n  l o n g - t o r n  financing. £he. D i v i s i o n  s t r e s s e d 7

* •*• *• •

the p o i n t  tha t  tlio l e s s e e s  n e v e r  a t t e m p t e d  tg o b t a i n  the
• ' U  ..ii1 • j .t-J •

' V  i , . .  r -;V » v V -  - l : • ■ ; . v v - . - ' 5!

w a i v e r .  T h e  Panel, finds.’the D i v i s i o n’s a r g u m e n t  to b e  w i t h o u t  

m e r i t .  F i r s t  of all, the w o r d  " p r i m a r i l y "  applies, if at 

all, to Lhe r e a p p r a i s a l .  The w a i v e r  w o u l d  m e a n  there v;ould 

be n o  r e a p p r a i s a l  at all. T h e  s u g g e s t i o n  that the l e s sees 

s h o u l d  h a v e  a t t e m p t e d  to get the w a i v e r  is a l s o  w i t h o u t  

m e r i t .  T h e  dat e  of the r e a p p r a i s a l  w a s  M a y  1, 1976; the 

da t e  the w a i v e r  repeal b e c a m e  e f f e c t i v e  w a s  J u n e  22, 1976. 

A s s u m i n g  t h a t  tho lessees had n o t i c e  of t h e  re a p p r a i s a l  

s i m u l t a n e o u s l y  w i t h  the r e a p p r a i s a l ,  t h e r e  v:ould b e  onl y  

six w e e k s  in w h i c h  to get the w a i v e r  a f t e r  r e appraisal.

The l e s s e e s  i n d i c a t e d  suc h  a ctual n o t i c e  o f  r e a p p r a i s a l  

ca m e  m u c h  later, in J u n e  and July; this was not rebutted.

It is a l s o  u n r e a l i s t i c  to b e l i e v e  that the S t a t e  v.’ould  have  

a g r e e d  to s u c h  a w a i v e r .

T h e  w o r d  "primarily", taken, a l o n g  w i t h  11 A A Q

58.900, is n o t  w i t h o u t  mean i n g .  T h o  P a n e l  b o l i e v o s  that  

t he D i v i s i o n  s h o u l d  c o n s i d e r  o t h e r  f a c t o r s  b e s i d e s  a d e t e r m i n a­

tion o f  o p e n  m a r k e t  rent.': T h e  pr-. sent st a t e  o f  the lease 

and r e g u l a t i o n s  m a k e s  i t - d i f f i c u l t  to a r r i v e  at a readily 

a s c e r t a i n a b l e  meaning, e s p e c i a l l y  in v i e w  o f  tho d u t y  owed 

to the p e o p l e  of A l a s k a  b y  its g o v e r n m e n t  to o b t a i n  a g o o d  

r e t u r n  f r o m  tho State land. W h i l e  p r i n c i p l e s  of l e g i s l a t i v e  

i n t e r p r e t a t i o n  d i c t a t e  that the w o r d  he g i v e n  meaning, the 

Panel finds it. d i f f i c u l t  to do so. jFleouuoc n o t h i n g  w as 

p r e s e n t e d  to r e s o l v e  this dilemma, the P a n e l  r e f r a i n s  from 

a t t e m p t i n g  a d e f i n i t i o n  b e y o n d  s u g g e s t i n g  that d o u b t s  or 

a m b i g u i t i e s  b e  r e s o l v e d  in favor o f  Lhe lessee.
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C . A jy iu 'a ’' "i :1 .

I 1 A<\C 58.410 s t a t e s  t h a t  a nnual m i n i m u m  r e n t a l s  

sh a l l  bn compute:.! from tho a p p r o v e d  a p p r a i s e d  m a r k e t  valuo.

Kent p a i d  for land in the o p e n  market, p l a c e  is t y p i c a l l y  

d e t e r m i n e d  by, a nd e x p r e s s e d  as, a p e r c e n t a g e  o f  the. m a r k e t  

v a l u e  o f  the land. T h e r efore, a r e a s o n a b l e  e s t i m a t e  o f  

t h e  fair m a r k e t  va l u e  of the lan d  in q u e s t i o n  m u s t  f i r s t  

be m a d e  b e f o r e  a m a r k e t  rent can be derived. T h e  g e n e r a l l y  

accepttsd m e t h o d  of a p p r a i s i n g  v a c a n t  land, and th a t  w h i c h  

w a s  u s e d  b y  all three a p p r a i s a l  w i t n e s s e s ,  is the d i r e c t  

m a r k e t  c o m p a r i s o n  approach. A ll th r e e  o f  t ho a p p r a i s a l  

w i t n e s s e s  u t i l i s e d  d e f i n i t i o n s  in 11 A A C  59.810(11), and 

11 A A C  5 8 . 5 2 0  r e g a r d i n g  the u s e  o f  c o m p a r a b l e  l a n d  sales.

A ll t h r e e  a p p r a i s e r s  u s e d  the sa m e  b a s i c  t e c h n i q u e s  in a d j u s t i n g  

c o m p a r a b l e  land sales for d i f f e r e n c e s  in c o m p a r i s o n  w i t h  

the s u b j e c t  lots. T he m a j o r  f a c tors for w h i c h  a d j u s t m e n t s  

w e r e  m a d e  w e r e  for i n c r e a s e  in p r i c e  l e v e l s  b e t w e e n  tho 

d a t e s  of s a l e  a n d  the d a t e  of appraisal, n e i g h b o r h o o d  location, 

s p e c i f i c  l o c a t i o n  (corner o r  i n s i d e  lot, s t r e e t  i m p r o v e m e n t s , 

u t i l i t i e s  available, zoning, etc.), a n d  p h y s i c a l  c h a r a c t e r i s t i c s  

of the com. ables, i n c l u d i n g  s u c h  t h i n g s  as soils, topography, 

s h a p e  a n d  e a s ements. As the panel fi n d s  that o f f s i t e  improvement: 

m a d e  s i n c e  196.1, s p e c i f i c a l l y  water, sewer, p o w e r  and road 

i m p r o v e m e n t s ' a r c  to bn i n c l u d e d  in a r r i v i n g  at the Foe m a r k e t  

v a l u e  o f  Lhe land, the pa n e l  a d d r e s s e d  i t s e l f  to tha m a j o r  

p o i n t s  o f  d i s a g r e e m e n t  b e t w e e n  the St a t e  a n d  tho lessees' 

appraiser:; w h i c h  are adjust merits f o r  time increment, n e i g h b o r h o o d  

a n d  an l e c t r i c n l  t r a n s m i s s i o n  line eas e m e n t .

( 1 )  T i m e  7«i j u s t i " ' l i t
All three appraisal w i t n e s s e s  a g r e e d  that a rapidly 

r i s i n g  t r e n d  of. pr i c e  level:; for i n d u s t r i a l  laud w a s  evident

-9-.
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d u r i n g  the; t w o - y e a r  p e r i o d  p r i o r  to t he a p p r a i s a l  d a t e  o l  

liny 2, 3 976. Hr. Bunn t e s t i f i e d  h i r. c o n c l u s i o n  w a s  t h a t

l!r. F o r r n r a  n n d  Ilr. S i m m o n s  c o n c l u d e d  ci t i m e  i n c r e m e n t  o f

s a l e s  vihich i n d i c a t e d  a range o f  t i m e  i n c r e m e n t  f r o m  2.83 

p e r  m o n t h  to 4Z p e r  month. O n e  e x a m p l e  w h i c h  t e n d e d  to 

l i m i t  Hr. D u n n ' s  t e s t i m o n y  in this r e g a r d  w as w h e r e  h e  c o m p a r e d  

the s a l e  of o n e  parcel w i t h  a l a t e r  s a l e  o f  a n o t h e r  p arcel 

to a r r i v e  at an i n d i c a t i o n  of tim e  trend. Mr. B u n n  d i d  

n o t  a d j u s t  for o t h e r  f a c tors but c o m p a r e d  t h e  two sites 

as equal in va l u e  w h e n  a c t u a l l y  o n e  o f  the s a l e  sites h a d  

m u c h  les s  u t i l i t y  than the o t h e r  d u e  t o  its v e r y  o d d  shape.. 

Also, Hr. Eun n  u t i l i z e d  sa l e s  in a f a s t e r  g r o w i n g  ar e a  of 

A n c h o r a g e  (South Anchorage) in a r r i v i n g  at a tim e  adjustment. 

T h e  P a n e l  b e l i e v e s  a r e a s o n a b l e  u p w a r d  a d j u s t m e n t  for time, 

i n c r e m e n t  to be 23 per month. 'This b o l i p f  is b a s e d  on the 

fact that F e r r a r a  and Simmons u s e d  s a l e s  of p r o p e r t y  m o r e  

l i k e l y  to reflect a c c u r a t e l y  the i n c r e a s e  in v a l u e  in the> 

M o u n t a i n  V i e w  area. T h e  Pano3 fi n d s  the l e s s e e s a p p r a i s e r s  

m o r e  persuasivi on this point.

(2) N e i g h b o r h o o d  L o c a t i o n s .

Mr. Bunn used 18 c o m p a r a b l e  land sales with, two 

fro m  the i m m e d i a t e  M o u n t a i n  V i e w  area, t w o  f r o m  the A n c h o r a g e  

I n d u s t r i a l  Park in the S h i p  C r e e k  a r e a  a n d  14 in the South 

A n c h o r a g e  ar e a  in the v i c i n i t y  of I n t e r n a t i o n a l  A i r p o r t  

Road. Mr. B u n n ' s  tes t i m o n y  was that the A l a s k a  i n d ustrial 

S u b d i v i s i o n  is c o m p a r a b l e  in l o c a t i o n  to the o t h e r  ind u s t r i a l  

a r e a s  of A n c h o r a g e ,  that p r i c e  l e v e l s  for ind u s t r i a l  land 

w a s  s i m i l a r  and that no a d j u s t m e n t s  w o r e  r e q u i r e d  for

a t i m e  i n c r e m e n t #o p a r  m o n t h  w a n  a p p r o p r i a t e ;  b o t h

23 p e r  m o n t h  w as a p p r o p r i a t e .  Mr. B u n n  u s e d  10 c o m p a r a b l e
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nc;i ghborhoocl l o c a t i o n  t o the c o m p a r a b l e  s a l e s  used. Mr.

Bir.unom; a n d  Mi . F e r r a r a  b o t h  a g r e e d  that the A l a s k a  Ind u s t r i a l  

S u b d i v i s i o n  n e i g h b o r h o o d  vras i n f e r i o r  in p r i c e  levels to 

e i t h e r  o f  the S h i p  C r e e k  or S o u t h  /meliorate I n d u strial area. 

T e s t i m o n y  w a s  gi v e n  a n d  a g r e e d  b y  all p a r t i e s  that the A l a s k a
t-

I n d u s t r i a l  S u b d i v i s i o n  is w e l l  l o c a t e d  in p r o x i m i t y  to the
i

d o w n t o w n  b u s i n e s s  c e n t e r  of A n c h o r a g e ,  is cl o s e  to t r a n s p o r t a t i o n  

f a c i l i t i e s ,  and has g o o d  a r t e r i a l  access. However, t e s t i m o n y  

w a s  g i v e n  t h a t  the type and i n t e n s i t y  o f  uses, as we l l  as 

t h e  r a t e  o f  d e v e l o p m e n t  w i t h i n  the A l a s k a  Industrial S u b d i v i s i o n  

a re i n f e r i o r  to tho S h i p  C r e e k  and S o u t h  A n c h o r a g e  In d u s t r i a l  

areas. T h e  P a n e l  a g r e e s  witl\ the lessees' app r a i s e r s  in} 

this r e g a r d  a nd finds that the. p r i c e s  of c o m p a r a b l e  l a n d  

sales f r o m  the Shi p  C r e e k  and S o u t h  A n c h o r a g e  Ind u s t r i a l  

a r e a s  s h o u l d  b e  a d j u s t e d  d o w n w a r d . b e f o r e . a r r i v i n g  at a c o m p a r a b l y  

m a r k e t  v a l u e  for s u b j e c t  lots in !t.hc Alaska. Industrial S u b d i v i s i o n

(3) P l c ct.rical T r a n s m ission L ine b a s e m e n t.

T e s t i m o n y  w as g i v e n  and e v i d e n c e  p r e s e n t e d  c o n c e r n i n g  

an e l e c t r i c a l  t r a n s m i s s i o n  line e a s e m e n t  45 feet in w i d t h  

w h i c h  c r o s s e s  d i a g o n a l l y  t h r ough the A l a s k a  Industrial S u b d i v i­

sion. A c c o r d i n g  to t e s timony, no p e r m a n e n t  s t r u c t u r e s  m a y  

be b u i l t  w i t h i n  the e a s e m e n t  r i g h t - o f - w a y  and no structures 

m ay be. p l a c e d  c l o s e r  t h a n  10 feet v e r t i c a l l y  and h o r i z o n t a l l y  

f r o m  the e l e c t r i c a l  w i r e s  o r  sup p o r t s .  Mr. Bunn tes t i f i e d  

t hat tho t r a n s m i s s i o n  l i n e  e a s e m e n t  w a s  not i m p o r t a n t  and 

w o u l d  not r e s u l t  in a ny loss in v a l u e  to t h o s e  lots c r o s s e d 

by the c a s e m e n t .

Mr. F e r r a r a  t e s t i f i e d  that there is a loss ol: 

v a l u e  in v a r y i n g  d e g r e e s  c a u s e d  by tho easement, depe n d i n g  

u p o n  its l o c a t i o n  w i t h i n  each a f f e c t e d  lot. Alth o u g h  Mr.

F e r r a r a  s a i d  he did not. h a v e  time to investigate, the effect
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on v a l u e  to a s u f f i c i e n t  clog roe to e s t i m a t e  wha t  loss in 

v a l u e  w o u l d  bo i n v o l v e d  foi- s p e c i f i c  lots, h e  said o ne measure 

of the loss in value w o u l d  be tho c o s t  of r e l o c a t i n g  tho 

e a s e m e n t  e i t h e r  w i t h i n  tho p u b l i c  s t r e e t  ri g h t  ./ay or 

a l o n g  t ho p r o p e r t y  bo u n d a r i e s .

Mr. Leon Brown, a l e s s e e  in the A l a s k a  Industrial 

S u b d i v i s i o n  since May, 1958, to the present, t e s t i f i e d  as 

to the p r o b l e m s  e n c o u n t e r e d  in d e v e l o p i n g  four lots w h i c h  

w e r e  a f f e c t e d  by this t r a n s m i s s i o n  line easement. T he Panel 

no t e s  h e r e  that Mr. W i l h o u r  sa i d  h e  c o m p l a i n e d  to Peanuts  

M a i n  o n  the staff of the D i v i s i o n  o f  Lands w i t h  a r e s u l t a n t  

r e n t  r e d u c t i o n  b e c a u s e  o f  the e f f e c t  of tha easement.

Tjtyg! Panel believey.jrhat the e v i d e n c e  is conclusive.,:> 

a n d  c o m m o n  sense d i c t a t e s . t h a t  the e l e c t r i c a l  t r a n s m i s s i o n r
* ..  * ’■ - • ■ •' ',Ur

^.ine e a s e m e n t  has an a d v e r s e  e f f e c t  o n  value. .; T he Panel
* IA i * ' * ' * * • \ * 1 *•' di <i<i* •

s u g g e s t s  that the t e s t i m o n y  of Hr. F e r r a r a  as to tha co s t 

to cur e  method, that is the cos t  o f  r e l o c a t i n g  the transmission 

line, is o n l y  o n e  way of m e a s u r i n g  this loss in value and 

that o t h e r  a p p r o p r i a t e  me a n s  o f  e s t i m a t i n g  loss of value 

m a y  bo used. Before Hr. F e r r a r a ' s  m e t h o d  is used, an i n v e s t i g a­

tion o f  the f e a s i b i l i t y  and l i k e l i h o o d  of m o v i n g  the lino 

s h o u l d  be made. The P a n e l  n o t e s  that the transm i s s i o n  line 

a f f e c t s  in a su b s t a n t i a l  w ay four of the re a p p r a i s o d  lots.

One m e t h o d  m i g h t  be an a c t u a l  c o m p u t a t i o n  of tho va l u e  of 

tho lost area.

(4) J’.oii_tal Rato.

T h e  May 1, 1D7G, a d j u s t m e n t ,  in a d d i t i o n  to using a 

h i g h e r  f a i r  m a r k e t  va l u e  us a b a s i s  for c o m p u t i n g  the annual rent, 

al s o  i n c r e a s e s  the rental rat e  fro m  G'i to 03. This, Mr. luinn 

tout if iocl, w a s  dor.e b e c a u s e  h is rev.w-v; and an..lysis of private 

leases in the c o m m u n i t y  i n d i c a t e d  that l!« was Lin m o r e  a p p r o priate

ra t o .
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1'lie lessees p ro ten hod that this incr e a s e  was unwarranted. 

T h e y  a r g u e  that v a r i o u s  p r o v i s i o n s  o f  tlie s t a t e  lease m.tke 

it less d e s i r a b l e  than a p r i v a t e  lease and that therefore  

the r e n t a l  ra t e  s h o u l d  be lower. T h e  m a j o r  d i f f e r e n c e s  

w h i c h  m a d e  the state le a s e  less d e s i r a b l e  w e r e  asse r t e d  

as follows:

(a) J.ack of s u b o r d i n a t e  n. M a n y  p r i v a t e  leases allow 

f or s u b o r d i n a t i o n  of the fee to any e n c u m b r a n c e  p l a c e d  on 

the p r o p e r t y  to s e c u r e  deb t  financing. T h e  st a t e  lease 

d o e s  not p r o v i d e  for this, it o n l y  a llows the financing 

a g e n c y  to s t e p  into the shoes of the l e s s e e  by w a y  of a 

" c o l l a t e r a l  a s s i g n m e n t  of i n t e rest." Mr. D u n n  tes t i f i e d

t h a t  this p r o v i s i o n  w as s u b s t a n t i a l l y  the sam e  as subordination; 

thus, no d o w n w a r d  a d j u s t m e n t  s h o u l d  be m a d e  in the rental 

r a t e s  to a l l o w  for this. ^7tp$,tijrnony of A n d y  Hoge, an.'

•• 't ' 4 ' \ v i -7 • - v • / .1. . .
a t t o r n e y  h e a v i l y  involved, i n  lease financing, and J o h n  Kamper

' •' • • •
o f  P e o p l e s  B a n k  p e r s u a d e  the Panel that Mr. B u n n ' s  perception

• * «■ v. * W f
o f  s u b o r d i n a t i o n  is s i m p l y  .wrong. -The lack of subor d i n a t i o n

' ' , . . ■{.    .if . /

in t he S t a t e  lease is. it, very, s i g n i f i c a n t  f actor fop which 

a d j u s t m e n t  in r e n t a l  .rate. uluoiUd b e  m a d e .

(b) L a c k  o f  a r b i t r a t i o n  a nd ront c e i ling. Ma n y  private 

l e nses p r o v i d e  for a r b i t r a t i o n  of d i s p u t e s  o v e r  rent or

r ent c e i l i n g s  o r  rent p a y m e n t s  a d j u s t e d  in a c c o r d a n c e  with 

Lhe co s t  o f  l i v i n g  index. T h e  S t a t e ' s  lease cont a i n s  none 

of t h o s e  p r o v i s i o n s .  Mr. Bu n n  m a d e  no a t t e m p t  to adjust 

for those pr o v i s i o n s .  jir^uo, w i t h  c o n s i d e r a b l e

M e rit, t h a t  provinippn' sucji ;aff rfin.t. ceilings, l i n k i n g  adjustments 

to the. consumer, price,jiv'dfcuc,;■ fijftd̂ a r b i t r a t i o n  p r o v i s i o n s  

p r o v i d e  s o m e  d e g r e e  p f p ^ q d i p t a b i l i t y  as to w h a t  the rent 

w i l l  bo in the f u t u r e . i. .This p r e d i c t a b i l i t y  is a b s e n t  in 

the S t a t e  lenses, vrtUch p r o v i d e  for a u n i l a t e r a l  a d j u s t m e n t



O p t i o n  to p u r c h a s e . M a n y  p r i v a t e  leases also 

p r o v i d e  an o p t i o n  to purchase. T h e  S t a t e ' s  le a s e  contains
... . * • • <MaM ... . . .

n o  s u c h  provision.i

(d) F l o a t i n g e a s e n e n L . T h e  S t a t e ' s  l e a s e  c o n t a i n s  

a f l o a t i n g  e a s e m e n t  g i v i n g  tha l essor the r i g h t  to grant 

e a s e m e n t s  o r  r l g h t s - o f  v;ay a c r o s s  t he l e a s e d  land w i t h  c o m p e n s a­

tion for i m p r o v e m e n t s  d a m a g e d  o r  des t r o y e d ,  but does not 

p r o v i d e  for c o n s e q u e n t i a l  damage. T h e  p r i v a t e  l eases do 

not r e s e r v e  this ki n d  of easement.

M o s t  p r i vate l eases c o n t a i n  o n e  o r  m o r e  pr o v i s i o n s  

w h i c h  m a k e  t h e m  m o r e  a d v a n t a g e o u s  t o  tha l o s s e a  than the

■ i •• ■ • |i • ■* I •
S t a t e ' s  lease. C o n t r a r y  to t e s t i m o n y  o f  Mr. Bunn, t he State's  

lease c o n t a i n s  no p r o v i s i o n s  more, a d v a n t a g e o u s  to the lessees,’ 

Gi v e n  the long ter m  of the St a t e  lease, the Panel does not

b e l i e v e  the right to r e h e w  is of s i g n i f i c a n t  b e n e f i t  to

• ' • ' * - 1 • 
the lessee. • T he e v i d e n c e  is overwhelming:jjn t h i s  point.

T he banker, attorney, and lessee's a p p r a i s e r s  all t e s t i f i e d
>.*6VI r t̂ VjUl » - . *7 . *.•••► * ... t

to t he m o r e  n o x ious Sl a t e  lease. T h u s ,  Panel b e l i e v e s  

tho i n c r e a s e  in rental rate to 83' is u n j u s t i f i e d .  T h e  general 

m a r k e t  rate for p r i v a t e  l eases is no d o u b t  in the 8". range;
* • * » ♦ • *  * #*»i * ,  a ,  j  ,

'•‘tX' *•*> • *.
however, s o m e  all o w a n c e  s h o u l d  bo m a d e  for tho less d e s i r a b l e  

feat u r e s  of the Stato lease. FOE' the above, reasons, the

Panel b e l i e v e s  a r e t u r n  to tho 6^ r a t e  w o u l d  a c c u r a t e l y

■) ■' {
r e f l e c t  the m a r k e t  rental value fob  a S t a t e  lease.

of r e n t a l s  b y  the lessor.



IV

SUiV'AUY A M P  F I K D J H C S  OP F A C T

!
In summary, tho Panel m a k e s  t he follov;ing findings:

1 . T h e  Dj.vis.Lon i n c o r r e c t l y  m a d e  no a l l o w a n c e  ilor site
I

p r e p a r a t i o n  to a r r i v e  at a fair m a r k e t  va l u e  in a c c o r d  vritli

.  I'
the l e a s e . T h e  e v i d e n c e  was o v e r w h e l m i n g  that tliare was 

s u b s t a n t i a l  o v e r b u r d e n  to remove, f r o m  o n e  to four feet w i t h  

s o m e  fill r e q u i r e d  p e r h a p s  on m o s t  lots.

2. T h e  D i v i s i o n ' s  a p p r a i s e r  i n c o r r e c t l y  a r r i v e d  at a

ti m e  i n c r e m e n t  to u se for u p w a r d  a d j u s t m e n t  of c o m p a r a b l e  

sales. T h e  Panel finds that the 2ft p e r  m o n t h  time ad j u s t m e n t  

s u g g e s t e d  by the lessees' a p p r a i s e r s  to be well f o u n d e d  and the 

c o r r e c t  o n e  to a p p l y  in the a p p r a i s a l  of the s u b j e c t  lots.

3. T h e  D i v i s i o n ' s  a p p r a i s e r  u s e d  som e  14 sales from

the S o u t h  A n c h o r a g e  are a  as c o m p a r a b l e s  in his reappraisal.

O n l y  four c o m p a r a b l e  s a l e s  w e r e  taken fro m  an a r e a  nea r  the 

s u b j e c t  p r o p e r t y .  T h e  Panel is c o g n i z a n t  that Mr. B u n n  was 

a t t e m p t i n g  to find land o f  the sa m e  z o n i n g  c l a s s i f i c a t i o n  as tho 

s u b j e c L  .lots to use as c o m p a r a b l e s .  However, the Panel finds 

that the r a t e  of d e v e l o p m e n t  is h i g h e r  in S o u t h  A n c h o r a g e  and 

t.hal the type a nd .intensity o f  uses is greater. Ro m e  appropriate 

d o w n w a r d  a d j u s t m e n t  s h o u l d  b e  m a d e  b e f o r e  a r r i v i n g  at an a p­

pr a i s e d  v a l u e  of s u b j e c t  lots from these So u t h  A n c h o r a g e  s a l e s . 

A d d i t i o n a l l y ,  tlie D i v i s i o n ' s  a p p r a i s e r  s h o u l d  c o n s i d e r  the c o m­

pa r a b l e  s a l e s  use d  by the lessees' ap p r a i s e r s ,  e v e n  though they 

w e r e  of d i f f e r i n g  z o n i n g  c l a s s i f i c a t i o n s .

4. T h e  D i v i s i o n ' s  a p p r a i s e r  s h o u l d  have, but. d id not, 

adjust d o w n w a r d  the v a l u e  o f  the lot s  w h i c h  have an electrical 

t r a n s m i s s i o n  l i n e  r u n n i n g  t h r o u g h  them. T h o  Panel finds from 

Lhe m a p  submit l.od by the D i v i s i o n  t h a t  thin line has caused a
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s u b s t a n t i a l  d i m i n u t i o n  in the va l u e  of nt least, four of tho 

r e a p p r a i s ' d  lots. A d d i t i o n a l l y ,  the Pa n e l  finds that the 

a d j u s t m e n t  s u g g e s t e d  by Mr. F e r r a r a  to be a p p r o p r i a t e  o n l y  if 

it w e r e  e c o n o m i c a l l y  f e a s i b l e  to m o v e  the line, a n d  l i k e l y  that 

s u c h  a c u r e  c o u l d  be consum m a t e d .

5. T h e  rental rate of 8% is e x c e s s i v e ,  c o n s i d e r i n g  the 

p r i v a t e  lease m a r k e t  and the d i s a d v a n t a g e o u s  p r o v i s i o n s  in the 

St a t e  lease, including: (a) no s u b o r d i n a t i o n  o f  fee, (b) no

r e n t  cei l i n g s ,  (c) u n i l a t e r a l  a d j u s t m e n t  w i t h  no arbitration, (d) 

f l o a t i n g  eas e m e n t s ,  (e) la c k  of o p t i o n  to p urchase. Specifically, 

the p r i v a t e  leases e x a m i n e d  c o n t a i n e d  o n e  o r  m o r e  of the following 

a d v a n t a g e o u s  conditions: (a) s u b o r d i n a t i o n ,  (b) an o p t i o n  to

p u r c h a s e ,  (c) rent c e i l i n g s ,  (d) a r b i t r a t i o n ;  a n d  non e  c o n t a i n e d  

f l o a t i n g  c a s e m e n t s  provis i o n s .

6. T h e  Panel finds that s u b o r d i n a t i o n  a n d  c o l l a t e r a l 

a s s i g n m e n t  are not the s a m e  as s u g g e s t e d  by the D i v i s i o n ' s  

a p p r a i s e r .  T h e  e v i d e n c e  o n  this p o i n t  is o v e r w h e l m i n g ,  c o n s i s t­

ing of the t e s t i m o n y  of a d i s i n t e r e s t e d  expert, Mr. Hoge, that 

f i n a n c i n g  o f  a leasehold, i n t e r e s t  is t y p i c a l l y  m u c h  m o r e  f a v o r­

ab l e  to a l essee w h e n  the land lease c o n t a i n s  a s u b o r d i n a t i o n  

agr e e m e n t .  Hr. Hamper, Mr. S i m m o n s  and Mr. F e r r a r a  a g r e e d  vi t h 

this a s s e r t i o n .

7. T h e  a d v a n t a g e s  a l l e g e d  to be p r e s e n t  in the State 

lease are m o r e  i l l u s o r y  than real. A n y  a d v a n t a g e s  to the right 

to r e n e w  the 5 5 - year S t a t e  lease and r e m o v i n g  i m p r o v e m e n t s  is 

insicjni.Ci.canl in r e l a t i o n  t o’the d i s a d v a n t a g e o u s  features 

d e s c r i b e d  in F i n d i n g  Mo. 5. T h i n  is s u p p o r t e d  by w e i g h t  of 

the t e s t i m o n y  of e x p e r t  w i t n e s s e s .

8. T h e  l e s s e e s  had no rea l  o p p o r t u n i t y  a f t e r  they hart 

r e c e i v e d  n o t i c e  of tho r e a p p r a i s a l  a nd b e f o r e  Liu of Tc'ct ivo
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d.it e o f  l!i.' rep. at of t he w a i v e r  oj; a d j u s t H ? n L  to sec!: such a 

v.ai.vc.i:. J l w a s  u n real 1st.i.c to thin): they m i g h t  h a v e  r i-ison to 

s o c k  s u c h  a w a i v e r  p r i o r  to r e c e i v i n g  n o t i c e  of the r e a p p r a i s a l .

9. T h e  effect o f  the a d j u s t e d  r e n t a l s  is to d i s c o u r a g e  

d e v e l o p m e n t  o f  the s u b j e c t  area r a t h e r  than to f u r t h e r  tha 

o b j e c t i v e  o f  e n c o u r a g i n g  develo p m e n t ,  w h i c h  is tha intent of 

t h e  l e a s i n g  r e g u l a t i o n s  (11 A A C  58.900).

10. A  n e w  r e a p p r a i s a l  by the D i v i s i o n  should be conducted.

V

C O N C L U S I O N S  O F  L A W  

T h e  Panel h a v i n g  h e a r d  legal a r g u m e n t  a nd read the  

m e m o r a n d a  s u b m i t t e d  m a k e s  t h e  follov/ing c o n c l u s i o n s  of law:

1. T he lease and r e g u l a t i o n s  re a d  t o g e t h e r  r e q uire that

the D i v i s i o n  i n c lude in its a p p r a i s a l  of s u b ject lots the i n c r e­

me n t  of v a l u e  g e n e r a t e d  by o f f s i t e  improvements, r u c h  as i n s t a l l a­

tion o f  ro a d s  and u t i l i t i e s  into t he subdivision, w i t h  the p r o­

v i s i o n  that any u t i l i t y  h o o k - u p  to a m a i n  t r u n k  line w h i c h  vas 

p a i d  for by the lessee o r  a p r e d e c e s s e r  not b e  included, even

if it is off the s u b j e c t  property.

2. T h o  terms "s u c h  a d j u s t m e n t  to be b a s e d  p rimarily 

u p o n  a r e a p p r a i s e d  annual rental v a l u e  of land" a n d  "any changes 

or a d j u s t m e n t s  shall be b a s e d  p r i m a r i l y  u p o n  Lhe re a p p r a i s e d 

r e n t a l  v a l u e "  fo u n d  in t he State's lease a nd 1.1 A A C  5.°.520 n > u n  

that the D i v i s i o n  s h o u l d  c o n s i d e r  o t h e r  f a c t o r s‘besid e s  a r e a p­

pr a i s e d  annual rental v a l u e  in a r r i v i n g  at an adju s t e d  rental.

T h i s  is so b e c a u s e  of the u s e  of the a d v e r b  "primarily" to 

m o d i f y  the v e r b  "based," T ho p r i n c i p l e s  of i n t e r p r e t a t i o n  d i e hito  

it be g i v e n  roaniiuf; w i t h o u t  tho p r e s e n c e  o f  tlii.:; word the 

D i v i s i o n  w o u l d  bn abl e  to c o n s i d e r  onl y  the j oapj\rai.';::d

re n t a l  value.
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3. The: reappraisal of n a y  1, 1976, t ha s u b j e c t  o f  this 

hear i n g ,  w a s  not d o n e  c o n s i s t e n t  w i t h  t ho provision'; o f  11 A A C

93.900, w h i c h  e x p r e s s e s  the i n t e n t  o f  the l e a s i n g  c h . p t e r  of 

the A d m i n i s t r a t i v e  Code.
;

4. S u b o r d i n a t i o n  o f  t he fee and c o l l a t e r a l  cissignmant 

a r e  s u b s t a n t i a l l y  d i f f e r e n t  as a m a t t e r  o f  lav/. S u b o r d i n a t i o n  

of the f ee m e a n s  the fee can b e  e n c u m b e r e d  to s ecure debt
*•i

f i n a n c i n g  for the lessee. T h e  h o l d e r  of a c o l l a t e r a l  assign- 

m e n t  m e r e l y  steps into t h e  shoes o f  the lessee.

I

V I

R E C O M M E N D A T I O N S  

Implicit in t he a b o v e  d i s c u s s i o n  and findings is that 

the P a n e l  finds Lhe D i v i s i o n ' s  r e a p p r a i s a l  u n a c c e p t a b l y  high. 

T h e r e f o r e ,  t he Panel r e c o m m e n d s  that the s u b j e c t  lots in the 

A l a s V a  I n d u s t r i a l  P u b d i v i s o n  be. r e a p p r a i s e d  b y  the D i v i s i o n  in 

a m a n n e r  c o n s i s t e n t  w i t h  the a b o v e  d i s c u s s i o n ,  findings and 

c o n c l u s i o n s .

In addition, Liie Panel b e l i e v e s  f u r t h e r  reco m m e n d a t i o n s 

are a p p r o p r i a t e .  The p r e s e n t  lease and the p r e s e n t  leasing 

p o l i c y  s h o u l d  be m o d i f i e d .  T h e s e  m o d i f i c a t i o n s  s hould ''3 

d e s i g n e d  to put the Pl a t e  on a c o m p e t i t i ve footi.ng to the d e g r e e  

p o s s i b l e  w i t h  p r i v a t e  l e s s o r s  and a re as follows:

1. In a ccord wi t h  the p r o v i s i o n s  of the lease, the 

lessees s h o u l d  bo e n c o u r a g e d  to r e c o r d  e x p e n s e s  incur r e d  in 

side p r e p a r a t i o n  so that the " o riginal c o n d i t i o n "  c a n  be m o r e  

a d e q u a t e l y  a s c c r l u i n o d .

2. T he liv.se l a n g u a g e  s h o u l d  be clar.ifj.od to r emove any 

p o s s i b l e  i n c o n s i s t e n c i e s  w i t h  11 A A C  51). 920.

_3. To .i iimu.i• some jn.cd'VI a.hi.l i t y , place soru eon! u.l ove r  

in* r.i.xo c«J th * rental j n o n  v  o through u t i l i z a t i o n  o': a ceiling
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oa lhe s i z e  o f  Lhe i n c r e a s e  in rental e v e r y  five y e a r s .

4. P r o v i d e  for a r b i t r a t i o n  o f  d i s p u t e s  ovoi the annual 

r e n t a l  a r r i v e d  at a f t e r  a r o a n n r a i n a l  p r o c e s s  and o v a r i n t e r p r s -  

t a t ' o n  o f  o t h e r  s e c t i o n s  o f  the lease. Thi s  v/ould a m e l i o r a t e  

the c u r r e n t  u n i l a t e r a l  n a t u r e  of r e n t  adjust m e n t s .

5. E l i m i n a t e  the f l o a t i n g  ease m e n t .  T h e  St a t e  c o u l d  

e x e r c i s e  the r i g h t  o f  e m i n e n t  d o m a i n  to condemn. The c o n d e m n a­

tion v/ould r esult p r o b a b l y  in g r e a t e r  c o m p e n s a t i o n  for d a m ages 

to t he lessee, e s p e c i a l l y  in v i e w  o f  the S u p r e m o  Co u r t  d e c i s i o n  

in St a t e  v. H a m m e r , 550 I’.2d 020, thus the lease: v/ould b e

m o r e  a t t r a c t i v e  to the l e a sing market. A d d i t i o n a l l y ,  the 

l a n g u a g e  in tho current lease is a m b i g u o u s  as to d a m a g e s  c o m­

pensable. Thi s  a m b i g u i t y  onl y  e n c o u r a g e s  litigation.

6. T h e s e  above r e c o m m e n d a t i o n s ,  if adopted, v/ould 

a s s ure the St a t e  a c o m p e t i t i v e  p o s i t i o n  in tlie lease market, 

o n r o u : / go d e v e l o p m e n t  o_f the lea s e h o l d s  c o n s i s t e n t  w i t h  the intent  

o£ tha l e a s i n g  regul a t i o n s ,  and ba e q u i t a b l e  to tha lessee. The 

Panel a l s o  b e l i e v e s  the State, s h o u l d  be a b l e  to o b t a i n  a good 

r e t u r n  on its land. A c c o r d i n g l y ,  if the r e c o m m e n d a t i o n s  as to 

the l e a s e  are adopted, the rental ra t e  s hould b e  c h a n g e d  to 

r e f l e c t  Lhe removal of the u n d e s L r a b l o  a s p ects of the State

1 e a s e .

7. Suc/gost on a m e n d m e n t  as to AS 3H .05.115 to elim i n a t  e 

tlie t e r m  "pr.iruu:j lyj' from the..statute, and als o  e l i m i n a t e  this 

lo r n  f r o m  t h e  reg u l a t i o n  and the lease. Thi s  is ambiguous, and 

assumi ng .C t has meaning, it m a y  e n c o u r a g e  I n d i v i d u a l  a c c o m m o­

d a t i o n  of l e s s e e s  by Lhe Division. This, the P a n e l  believes, 

is not in tho Slate's be s t  interest in that it could c u c u u r n g v  

poll!.teal m a n e u v e r i n g  to a t t e m p t  to o b t a i n  thin accommodation, 

and m a y  well uvea uses o t h e r  than the highest a n d  b e s t  usv 

wo u l d  1 • : per pu United. Also, th. p r e s e n c e  o f  o»u:h an a.vbiyuity

t
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ti. F i n a l l y ,  shoul d s o m e  o r  all of tho above g e n eral 

r e c o m m e n d a t i o n s  b e  u l t i m a t e l y  adopted, then l e g i s l a t i o n  s h o u l d  

be s u y y e s t e d  for e n a c t m e n t  p r o v i d i n g  all p r e s e n t  lessees the 

o p p o r t u n i t y  to n e g o t i a t e  m o d i f i c a t i o n s  c o n s i s t e n t  w i t h  the 

c h a n g e s  adopted.

R E S P E C T F U L L Y  S U B M I T T E D  at Anc h o r a g e ,  A l a s k a ,  this 

? .C  d a y  of January, 1977.

T I M O T H Y  G'. M I D D L E T O M  
H e a r i n g  Panel M e m b e r

/

U c  5

GEOIraE K. H O L LBTT 
H e a r i n g  Panel M e m b e r
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TES T I M O N Y  OF

A N D R E W  H D G E

b e f o r e  t h e

D i v i s i o n  o f  L a n d s  H e a r i n g  P a n e l  
m e e t i n g  t o  c o n s i d e r  v a r i o u s  a p p e a l s  o f  t h e  

r e a p p r a i s a l s  o f  l e a s e s  i n  t h e  
A L A S K A  I N D U S T R I A L  S U B D I V I S I O N

He a ring convened 10:00 A.M., Dece m b e r  14, 1976

ATTACHMENT



J

A N D R E W  H O G E  

A n c h o r a g e  a t t o r n e y

jl BY T I M O T H Y  M I D D L E T O N ,  H E A R I N G  O F F I C E R :

Q: D o  y o u  w a n t  t o  s t a t e  y o u r  n a m e  f or  t h e  r e c o r d ?

A: A n d r e w  H oge. *

Q: A n d  y o u r  a d d r e s s ?

A: M y  w o r k  a d d r e s s  is 3 2 0 1  "C" S t r e e t ,  S u i t e  706,

i A n c h o r a g e  99503. M y  h o m e  a d d r e s s  is 1 3 7 0  B e n n i n g t o n  D r i v e ,
|!

i A n c h o r a g e ,  99504.

Q: O k a y ,  t h a n k  you. Mr. Ba i l y.

BY D O U G L A S  BA I L Y ,  A T T O R N E Y  R E P R E S E N T I N G  L E A S E H O L D E R S

Q: W i l l  y o u  tell  us w h a t  y o u r  b u s i n e s s  o r  p r o f e s s i o n

is?

A: I' m  an a t t o r n e y  at lavr.

Q: A n d y o u ' r e  \n p r i v a t e  p r a c t i c e ?

A: In p r i v a t e  p r a c t i c e .

Q: A n d  to t a k e  o n e  of the r i s k s  t h a t  l a w y e r s  s h o u l d n ' t

take, I ' m  g o i n g  to ask y o u  s o m e  q u e s t i o n s  t h a t  I h a v e n ' t  d i s c u s s e c  

w i t h  you. Y o u  h a v e  b e e n  a s k e d  to c o m e  d o w n  h e r e  t o d a y  to t e s t i f y  

by m y s e l f  o n  b e h a l f  of the l e a s e h o l d e r s ?

A: Yes.
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Q: A n d  i t  is c o r r e c t ,  is i t  no t ,  t h a t  y o u  a n d  I h a v e

' n o t  d i s c u s s e d  in a n y  d e t a i l  y o u r  t e s t i m o n y ?|i
A: Yes.

Q: A n d  is it a l s o  c o r r e c t  t o  s a y  I b e l i e v e  t h a t  t h e

t h a t  t h e  p o s i t i o n ,  t h e  o p i n i o n s  t h a t  y o u  w i l l  e x p r e s s  t o d a y  w e r e  

n o t  p r e p a r e d  o r  d e r i v e d  a t  m y  r e q u e s t  o r  in c o n j u n c t i o n  w i t h  a n y  

p r e p a r a t i o n  f o r  t is h e a r i n g ?

A: No.

Q: D o  y o u  r e p r e s e n t  a n y  o f  t h e  l e a s e h o l d e r s  in

A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  t o  y o u r  k n o w l e d g e ?

A: T o  t h e  b e s t  o f  m y  k n o w l e d g e ,  I d o  n o t .  I u s e d  to

r e p r e s e n t  I n s i d e  A l a s k a  T o u r s ,  b u t  t h e y  h a v e  s o l d  t h e i r  p r o p e r t y ,  

s o  ... A n d  I s t i l l  r e p r e s e n t  them. T h e y  h o l d  t h e  s e c o n d  m o r t -
l

gage. O t h e r  t h a n  that, I d o n ' t  k n o w  o f  a n y b o d y .  O u r  f i r m  m i g h t ,

,1
;! b u t  . . .!i

Q: T h e  p o i n t  is, t h a t  it is c o r r e c t  ...
'i

A: B u t  I d o n ' t ,  ah, I m e a n  I d o n ' t  k n o w  of  it.
•i

i T h e r e ' s  a l i k e l i h o o d  w e  d o  h a v e  s o m e  ...
•i

Q: B u t  is it y o u r  u n d e r s t a n d i n g  t h a t  I c o n t a c t e d  y o u

jj c o n c e r n i n g  y o u r  t e s t i f y i n g  h e r e  b e c a u s e  I h a d  h e a r d  t h a t  y o u  h a v e  

|! p r e p a r e d  a p o s i t i o n ,  i n d e p e n d e n t l y  of t h i s  h e a r i n g ,  f o r  p r e s e n t a­

tio n  t o  t h e  G o v e r n o r ' s  T a s k  F o r c e ?

A: Yes. ( I n a u d i b l e ) in the s t a t e  l e a s e  p r o g r a m s .
;l
•i

Q: It is a l s o  m y  u n d e r s t a n d i n g  t h a t  I h a v e  b e e n

; a d v i s e d  b y  Mr. R a s m u s s e n  t h a t  y o u  are, h a v e  b e e n  a u t h o r i z e d  by
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f
N a t i o n a l  B a n k  of  A l a s k a  t o  s t a t e  w h a t  t h e  p o s i t i o n  o f  N B A  w o u l d  

b e  w i t h  r e s p e c t  to c o m m e r c i a l  l e n d i n g  o n  s t a t e  l e a s e s  in A l a s k a  

I n d u s t r i a l  S u b d i v i s i o n ?

A: Yes.

Q: I w o n d e r  i f  y o u  w o u l d  r e l a t e  t h e m  to t h e  h e a r i n g

p a n e l ,  a n d  I ask, Mr. H o g e ,  t h a t  y o u  g i v e  t h i s  p r e s e n t a t i o n  in 

| c o m p a r a t i v e  s u m m a r y  w i t h  r e s p e c t  t o  the (inau d i b l e )  k n o w l e d g e  

|of t h e  l e a s e  t e r m s  c o n t a i n e d  i n  t h e  s t a n d a r d  s t a t e  l e a s e  f o r m s  

ij w h i c h  a r e  u t i l i z e d  i n  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  a n d  s o m e  o f  

t h e  d i f f i c u l t i e s  w h i c h  he  s e e s  w i t h  r e s p e c t  to f i n a n c i n g  i n s t i­

t u t i o n s  p a r t i c i p a t i n g  in r e a l  e s t a t e  l o a n s  a n d  c o m m e r c i a l  l o a n s  

in A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  ( i n a u d i b l e ) .

a B Y  MR. M I D D L E T O N

Q: Is t h i s  h i s  p o s i t i o n ,  o r  N B A ' s ?

B Y  MR. B A I L Y

A n d y  r e p r e s e n t s  NBA.

ij BY MR. H O G E

II
I r e p r e s e n t  N B A  on a c a s e - b y - c a s e  b a s i s ,  a n d  I ' v e  d e a l t

i| w i t h  o n e  .loan a t  H e n l i n  S u b d i v i s i o n  f o r  N B A  m o s t  r e c e n t l y  o n  an
I

| i n t e r i m  loan; a n d  I ' v e  d e a l t  w i t h  g r o u n d  l e a s e s ,  in f a c t  r e p r e -  

s e n t i n g  t h e  d e v e l o p e r  on  a p a r k i n g  g a r a g e  o v e r  h e r e  w h i c h  is
!i
!' s i m i l a r  to the s t a t e  g r o u n d  lease. A n d  I ' v e  d e a l t  w i t h  o t h e r
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g r o u n d  l e a s e s ,  b o t h  s u b o r d i n a t e d  a n d  u n s u b o r d i n a t e d ,  f o r  N a t i o n a l  

B a n k  o f  A l a s k a ,  W a s h i n g t o n  M o r t g a g e .  I r e p r e s e n t  s e v e r a l  l e n d e r s  

o u t s i d e  a n d  in t h e  s t a t e ,  a n d  I g a t h e r  I ' m  r e f l e c t i n g  w h a t  c o n­

c l u s i o n s  I ' v e  d r a w n  f r o m  t h a t  e x p e r i e n c e  as to  w h a t  l e n d e r s  

g e n e r a l l y  r e q u i r e  o f  l o a n s  o f  t h i s  n a t u r e .  T h e  s t a t e  h a s  a 

p o l i c y ,  w h i c h  I u n d e r s t a n d ,  o f  l e a s i n g  i t s  la n d s .  H o w e v e r  l e a s­

ing i t s  l a n d s  h a s  s e v e r a l  p r o v i s i o n s  w h i c h  c a u s e  c o n c e r n  to 

l e n d a r s  a n d  r e a l l y  a f f e c t  t h e  p o s s i b i l i t y  o f  f i n a n c i n g  t h e  p r o­

ject. M a y b e  in n a r r a t i v e  f o r m  I c o u l d  ... I ' v e  g o t  a p a d  h e r e ,  

j u s t  t o  k e e p  t r a c k  o f  the m a i n  h e a d i n g s  a n d  t h e n  m a y b e  a f t e r  I' v e  

t e s t i f i e d  I c a n  g i v e  s o m e  r a n k i n g  t o  w h a t  I t h i n k  a r e  t h e  m o r e  

i m p o r t a n t  o n e s .  T h e  o b v i o u s l y  m o s t  i m p o r t a n t  o n e  is t h a t  t h e  

s t a t e  w i l l  n o t  s u b o r d i n a t e .  A n d  t h a t  r e a l l y  is the m o s t  c r u c i a l  

one, b e c a u s e  w h e n  t h a t  o c c u r s  t h a t  m e a n s  t h a t  the l e n d e r  m u s t ,  if 

he f o r e c l o s e s  h i s  s e c u r i t y  i n s t r u m e n t ,  w h i c h  u s u a l l y  is a d e e d  of 

t r u s t ,  m u s t  c o m e  in a n d  a s s u m e  t h e  r e s p o n s i b i l i t i e s  o f  t h e  lessee, 

Now, t h a t  m a y  n o t  s o u n d  l i k e  m u c h ,  b u t  y o u ' v e  g o t  to r e a l i z e  in 

t h e  l e n d i n g  b u s i n e s s  t h a t  the l e n d e r ,  w h e n  he d o e s  c o m e  in for 

f o r e c l o s u r e ,  m e a n s  t h a t  h i s  b o r r o w e r ' s  g o t t e n  i n t o  t r o u b l e .  An d ,  

u s u a l l y ,  if h e ' s  g o t t e n  i n t o  t r o u b l e  o n  t h e  l o a n - - t h e  r e a l  e s t a t e  

p r o j e c t — t h e r e  a r e  a w h o l e  n u m b e r  o f  d e f a u l t s  w h i c h  the l e n d e r  

t h e n  m u s t  o f  n e c e s s i t y  c u r e  to p r o t e c t  his s e c u r i t y .  A n d ,  o b v i­

o u s l y ,  if h i s  b o r r o w e r  is in t r o u b l e ,  he  c a n ' t  g o  a g a i n s t  h i s  

b o r r o w e r — his b o r r o w e r  is p r o b a b l y  b a n k r u p t  o r  n e a r l y  s o — so h e ’s 

g o t  to  l o o k  to h i s  s e c u r i t y ,  w h i c h  is tho p r o j e c t ,  to p r o t e c t
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h i m s e l f .  No w ,  t h a t  is a r i s k  in the l e n d i n g  b u s i n e s s .  I t h i n k

j m o s t  l e n d e r s  a c c e p t  that. But, w h e n  t h e y  in a d d i t i o n  h a v e  to 

|l d e a l  w i t h  a t h i r d  p a r t y ,  t h e  S t a t e  o f  A l a s k a  in t h i s  c a s e — b u t  

a n y b o d y  e l s e ,  it c o u l d  b e  t h e  C i t y  of  A n c h o r a g e ,  o r  t h a t — w h o  

a r e  s i t t i n g  t h e r e  w i t h  a d e f a u l t i n g  b o r r o w e r  ... I m e a n ,  a 

d e f a u l t i n g  l e s s e e  ... the p r e s s u r e  is o n  t h e  l e n d e r  t o  c u r e  a l l  

t h e s e  d e f a u l t s  a n d  t r y  to m a k e  s o m e t h i n g  r a t i o n a l  o u t  of  r e a l l y  

a m e s s e d  up  s i t u a t i o n .  S o  t h a t ' s  w h y  s u b o r d i n a t i o n  is j u s t  v e r y  

i m p o r t a n t .  It m a k e s  a n o t h e r  d i f f e r e n c e ,  too, in e v a l u a t i n g  t h e  

p r o j e c t ,  b e c a u s e  if t h e r e  is s u b o r d i n a t i o n  it m e a n s  t h a t  the 

l e n d e r  c a n  c o m e  in a n d  t a k e  t h e  fee. It a l s o  m e a n s  t h a t  fee is 

a v a i l a b l e  as s e c u r i t y  for the loan. If i t ' s  j u s t  a g r o u n d  l e a s e

|! t h a t  c a n  go  up e v e r y  fi v e  y e a r s ,  o r  w h e n e v e r  y o u r  r e a p p r a i s a l

II
ij i n c r e m e n t s  a r e  s t a t e d  for in t h e  lease, t h e n  t h a t  l e a s e  r e a l l y

J! h a s  v e r y  l i t t l e  s e c u r i t y ,  y o u  know, t o w a r d s  y o u r  p r o j e c t .  Y o u

r e a l l y  a r e  l o o k i n g  to the c o m m e r c i a l  p r o j e c t  t h e n  to c a r r y  o n e  o f  

t h e  loans. So, s u b o r d i n a t i o n  is a ve r y  c r i t i c a l  thing. Now, the 

s t a t e  is t a k i n g  the p o s i t i o n  t h a t  it w i l l  n o t  o r  c a n n o t  s u b o r d i n­

ate. So, the t h i n g s  th e n  t h a t  l e n d e r s  look to w h e n  t h e y  m a k e  

w h a t  w e  c a l l  u n s u b o r d i n a t e d  g r o u n d  l e a s e  l o a n s  b e c o m e  e v e n  m o r e  

IJ c r i t i c a l ,  a n d  t h o s e  t h i n g s — a g a i n ,  net in t e r m s  o f  i m p o r t a n c e ,

ii

jj b u t  all o f  them, I t h i n k  h a v e  s o m e  v a l u e — a r e  first, w h a t  h a p p e n s  

to the r e n t ?  In o t h e r  w o r d s ,  if y o u ' r e  m a k i n g  a loan, a n d  y o u
Ii

m a k e  the e v a l u a t i o n  o f  t h e  p r o j e c t - - a n d , a g a i n ,  I'm t a l k i n g  a b o u t

i!
; h o w  l e n d e r s  e v a l u a t e  it, m a y b e  n o t  li k e  a r e a l  e s t a t e  a p p r a i s e r ,

l!
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'I

a l t h o u g h  t h e r e ' s  a s i m i l a r i t y — y o u ' v e  g o t  to say, "Can th i s  

p r o j e c t  b e a r  t h e  c o s t s  a s s o c i a t e d  w i t h  that, a n d  p a y  b a c k  t h e  

loan?" I m e a n ,  t h a t ' r  u l t i m a t e  . w h a t  it h a s  to do. If o n e  of 

t h ose f a c t o r s ,  w h i c h  is u s u a l l y  a m a j o r  f a c t o r  in t h e  g r o u n d  

rent, c a n  d r a m a t i c a l l y  i n c r e a s e ,  t h e n  y o u  g e t  i n t o  a v e r y  c r i t i c a l  

s i t u a t i o n  as t o  w h e t h e r  t h e r e ' s  e n o u g h  m o n e y  c o m i n g  b a c k  to p a y  

o f f  t h e  loan. So, g e n e r a l l y ,  l e n d e r s  r e q u e s t  t h a t  t h e r e  e i t h e r  

be  a l e v e l  t e r m  r e n t  o r  t h a t  t h e  r e n t  b e  a s c e r t a i n a b l e .  A n d  in 

fact f o r  a t  l e a s t  s a v i n g s  a n d  loans, b y  f e d e r a l  law, t h a t ' s  a 

r e g u l a t i o n  t h a t  is r e q u i r e d ,  a n d  the r e g u l a t i o n  w h e n  I last 

l o o k e d  at it a c o u p l e  y e a r s  a g o  p r o v i d e d  t h a t  t h e  rent h a s  to  v>e 

a s c e r t a i n a b l e  f o r  a t e r m  of  at l e a s t  t e n  y e a r s  a f t e r  the t e r m  of  

the loan. A n d  I'll e x p l a i n  w h y  t h a t ' s  r e q u i r e d .  T h a t  also, 

w h i l e  not n e c e s s a r i l y  a l e g a l  r e q u i r e m e n t ,  is g e n e r a l l y  f o l l o w e d  

by m o s t  b a n k s  in A l a s k a ,  a n d  s o m e  i n s u r a n c e  c o m p a n i e s ,  d e p e n d i n g  

on w h e t h e r  t h e y ' r e  w h a t  w e  c a l l  an  e a s t e r n  li f e  i n s u r a n c e  c o m p a n y  

o u t  o f  N e w  York, h a v e  o t h e r  t e r m s ,  l i k e  80 p e r  c e n t  of the loan 

term. N o w  fhe r e a s o n  for t h a t  is t h a t  if the l e n d e r  h a s  to c o m e  

in on an u n s u b o r d i n a t e d  loan, h e  can e x t e n d  the t e r m s  o f  p a y m e n t  

to e v e n t u a l l y  r e c a p t u r e  h i s  loan. In o t h e r  w o r d s ,  he c a n  p u s h  

the p a y m e n t s  o u t  f o r  f i v e  y e a r s  if t h e r e ' s  a d e f a u l t .  F i v e  y e a r s  

to go. T h e n  y o u  c a n  p u s h  t h e m  o u t  to f i f t e e n  a n d  p r e s u m a b l y  

r e c a p t u r e  y o u r  loan. I m i g h t  a d d  I m a d e  a c o n m e n t  to t h e  Governor' 

C o m m i t t e e  o n  that, t h a t  w h i l e  r e g u l a t i o n s  n o w  p r o v i d e  for l e v e l  

term, I m e a n  t h e y  p r o v i d e  for level t e r m  p a y m e n t s  d u r i n g  the t e r m
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,y e a r s .  So, the r e n t  is v e r y  i m p o r t a n t .

i!
T h e  n e x t  i t e m  t h a t  c a u s e s  r e a l  d i f f i c u l t y  is t h a t  t h e

i

r e g u l a t i o n s  are t o t a l l y  i n a d e q u a t e  to c u r e  d e f a u l t s .  T h e  r e g u l a -

II
j t i o n  s a y s  t h a t  if  t h e  g r o u n d  l e a s e  is f o r f e i t e d ,  t h e n  t h e  s t a t e  

! w i l l  r e c o g n i z e  the l i e n h o l d e r ,  p r e s u m a b l y  the m o r t g a g e e  o r  t h e
I

|j l e n d e r .  B u t  chis is o n l y  a f t e r  t h e  l e a s e  is t e r m i n a t e d .  T h a t  is 

, n o t  o- m u c h  h e l p  to a n y b o d y ,  b e c a u s e  t h a t  p r o c e d u r e  c a n  t a k e  a
i

|jcertain a m o u n t  o f  t i m e  b e c a u s e  o f  t h e  r e q u i r e m e n t ,  as I u n d e r s t a n d  

i; in t h e  M c C a r r e y  c a se, t h a t  a n y  l e s s e e  w h o  is b e i n g  d e f a u l t e d  c a n

I g e t  a h e a r i n g . . .  I m e a n ,  t h a t  c a n  d r a g  o n  f o r e v e r .  A n d  y o u  n e e d ,
i

i y o u  k n o w ,  if y o u ' v e  g o t  p r o b l e m s — I c a n  t e l l  y o u  in the l e n d i n g

‘'bu s i n e s s ,  I' v e  b e e n  in s o m e  l o a n s  t h a t  h a v e n ' t  a l w a y s  w o r k e d  o u t
j!
;|as w e l l  as the l e n d e r  p l a n n e d — y o u ' v e  g o t  to g e t  in t h e r e  a n d
M

s o l v e  t h e  p r o b l e m s  now. T h e  p r o b l e m s  o n i y  c o m p o u n d  t h e m s e l v e s  if

j;
I'you're f o r c e d  t o  w a i t .  So, y o u  d e f a u l t  p r o v i s i o n s  in the p r e s e n t
i':i
!s t a t e  g r o u n d  l e a s e  a r e  t o t a l l y  i n a d e q u a t e ,  flnd I g a v e  t h e  i l l u s -

IJ
I*
;,tration to t h e  G o v e r n o r ' s  C o m m i t t e e ,  a n d  I ' v e  g i v e n  it to
•i|j
y o u  h e r e ,  b e c a u s e  I t h i n k  t h e r e ' s  s o m e  i m p o r t a n c e  to it. T h e

r
a s s i g n m e n t  l e a s e  f o r m  t h a t  y o u  a r e  r e q u i r e d  to use a n d  a n a l y z e

i!
!it  h a s  a b o u t  t w o  s e n t e n c e s .  A n d  I b r o u g h t  a l o n g ,  j u s t  to s h o w  

y o u  w n a t  it l o o k s  like. T h i s  is a c o p y  o f  the g r o u n d  l e a s e  w i t h

ij

1 t h e  C i t y  o f  A n c h o r a g e  for t h e  p a r k i n g  g a r a g e .  A n d  m o s t  of t h o s e
ii 
I!
^ p r o v i s i o n s  g o v e r n  t h e  t y p e  o f  c o n s t r u c t i o n ,  the type o f  the
I;

p r o j e c t ,  c u r i n g  of  d e f a u l t s ,  w h a t  h a p p e n s  in t h e  e v e n t  o f  c o n d e m -

o f  t h e  l o a n ,  i t  o u g h t  t o  be t h e  t e rm  o f  t h e  l o a n  and up t o  t e n
11
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n a t i o n ,  w h a t  h a p p e n s  in t h e  e v e n t  o f  c a s u a l t y .  Y e t  the s t a t e  

r e a l l y  n e v e r  a d d r e s s e s  a n y  o f  t h e s e  r e a l l y  c r i t i c a l  p r o b l e m s  in 

t h e i r  g r o u n d  l e a s e  a s s i g n m e n t  forms. So, o n e  o f  t h e  t h i n g s  w e ' v e  

a t t e m p t e d  t o  d o  ... I k n o w  in  t h e  f i r s t  P e n n y  loan, w h e n  t h i s  

w h o l e  g e n e r a l  p r o b l e m  s t a r t e d  c o m i n g  u p  ... w a s  w e  d r a f t e d  o u r  

o w n  a s s i g n m e n t .  W e  f i n a l l y  a g r e e d  t o  t h a t  w i t h  t h e  s t a t e ,  a n d  I 

t h i n k  i t ' s  f o u r  l e g a l  p a g e s  o f  s i n g l e - t y p e d  s p a c e ,  it wa s ,  e v e r y  

w o r d  w a s  n e g o t i a t e d .  N o t  n e c e s s a r i l y  t h e  m o s t  s a t i s f a c t o r y  

t h i n g ,  b u t  a c c e p t a b l e  to t h e  l e n der. I ' m  n o t  a b d i c a t i n g  e i t h e r  

t h a t  y o u  h a v e  t o  h a v e  b i g  g r o u n d  l e a s e s  l i k e  this, b u t  t h e r e  

c e r t a i n l y  ... t h e r e  s h o u l d  b e  d i s c r e t i o n ,  a n d  it s h o u l d  be r e c o g­

n i z e d  t h a t  v a r i o u s  p r o j e c t s  r e q u i r e  v a r i o u s  l o a n  c o n d i t i o n s .  A n d  

t h e n  I t h i n k  y o u ' v e  g o t  to a d d r e s s  t hat, a n d  t h e  f a c t  t h a t  y o u  

d o n ' t  h a v e  it m a k e s  it v e r y  r i s k y .  R e a l l y ,  w h a t  is h a p p e n i n g ,  I 

t h i n k  y o u  w i ] 1 find, is t h e  p r o j e c t s  t h a t  a r e  b e i n g  a n d  w i l l  b e  

d e v e l o p e d  u n t i l  t h e s e  a r e a s  a r e  r e s o l v e d  o r  t h e r e ' s  s o m e  r e a s o n­

a b l e  p o l i c y  on s o m e  of  t h e s e  t h i n g s ,  is t h e  l e n d e r s  w i l l  m a k e  

s o m e  l o a n s — I ' m  n o t  s a y i n g  t h e y  w i l l  n e v e r  m a k e  a l o a n — b u t  

t h e y ' l l  m a k e  t h e m  o n  t h e  c r e d i t  o f  t h e  b o r r o w e r ,  a n d  n o t  o n  the 

p r o j e c t .  In o t h e r  w o r d s ,  o b v i o u s l y  if y o u ' r e  d e a l i n g  w i t h  G e n e r a l  

M o t o r s  C o r p o r a t i o n  t h e y  c a n  s i g n  a n o t e  and, y o u  k n o w ,  t h e y ' r e  

n o t  g o i n g  to be as c o n c e r n e d .  But, w h e n  y o u  t a l k  a b o u t  t h e  k i n d s  

o f  p e o p l e  t h a t  d e a l  in A l a s k a  w h o  a r e  n o t  of t h e  f i n a n c i a l  c a l i b e r  

o f  G e n e r a l  M o t o r s ,  t h e n  t h e  l e n d e r  is g o i n g  to be l o o k i n g  to t h a t  

p r o j e c t  to m a k e  t h o s e  p a y m e n t s ,  a n d  n o t  to  the p a r t i c u l a r  l e n d e r .
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So, I t h i n k  i t ' s  j u s t  g o i n g  t o  c u t  o f f  a n d  h a s  to h a v e  a n  a d v e r s e
j

^effect o n  f i n a n c i n g ,  e s p e c i a l l y ,  I t h i n k ,  w i t h  s o m e  o f  t h e  d r a m -
i

jatic r e n t  i n c r e a s e s .  Y o u  j u s t  w o u l d n ' t ,  as a l e n d e r ,  b e  t o o

jj
e n t h u s i a s t i c  a b o u t  m a k i n g  a l o a n  if  y o u  k n o w  t h a t  r e n t  c a n  j u m p  

t h a t  d r a m a t i c a l l y  e v e r y  f i v e  y e a r s .  It  just, y o u  k n o w ,  t h a t ' s  

... to  m e  t h a t ' s  j u s t  c o m m o n  s e n s e .

A n o t h e r  a r e a  t h a t  b e c o m e s  i m p o r t a n t ,  I thi n k ,  is in 

t h e s e  g r o u n d  l e a s e s - - a n d  t h e y ' v e  ... t h e r e ' s  a l i t t l e  v a r i e t y  in 

t h e m ,  t h e  a v i a t i o n  l e a s e  is, I t h i n k ,  a l i t t l e  d i f f e r e n t  t h a n  t h e  

D i v i s i o n  o f  L a n d s ,  b u t  i t ' s  t h e  s a m e  p r o b l e m .  On e ,  a c o n d e m n a t i o n  

id p u t t i n g  t h r o u g h  p u b l i c  r o a d s  a n d  i m p r o v e m e n t s .  I k n o w  in the
ii

jlpenney g r o u n d  l e a s e  t h e y  t r i e d  to  n e g o t i a t e  s o m e  o f  t h o s e  p o i n t s .

' i
!ln o t h e r  w o r d s ,  t h e  r e a s o n  w h y  y o u  do  t h a t  is you, w h e n  y o u  g e t  a 

jjState g r o u n d  l e a s e  o r  m a k e  a d e v e l o p m e n t ,  y o u ' r e  p l a n n i n g  to p u t  

|"X" b u i l d i n g  h e r e ,  "Y" b u i l d i n g  t h e r e ,  "Z" b u i l d i n g  h e re. If y o u

jj
'were b u i l d i n g  a s h o p p i n g  c e n t e r ,  i t ' s  c r i t i c a l  th a t  y o u  h a v e
I•I
I c e r t a i n  t e n a n t s - - w h a t  t h e y  c a l l  " a n c h o r  t e n a n t s " ,  " n a t i o n a l
ij
••
‘te n a n t s " ,  " r e g i o n a l  t e n a n t s " .  If t h e  s t a t e  c a n  c o m e  t h r o u g h  a n d  

jbuild a r o a d  a n d  s a y — I g u e s s  in s o m e  o f  t h e  a v i a t i o n  l e a s e s  t h e y

II
:only h a v e  to p a y  y o u  f o r  the l a n d -  but, if t h e y  c a n  just g o

II
. t h r o u g h  and, w i t h o u t  a n y  r e g a r d  to  y o u r  p l a n n i n g ,  t a k e  c o n d e m n a -  
Ii
'j
jtion, t h a t ' s  a n o t h e r  r i s k  t h a t  t h e  l e n d e r ' s  g o t t a '  take. W h i l e

^jtrue, t h e r e ' s  the r i g h t  o f  p r i v a t e  c o n d e m n a t i o n  in a n y  p r o j e c t ,

jj
,ibut the p r e v a i l i n g  t h i n g  o f  t h a t  is, at l e a s t  the l i t t l e  experience
M

I h a d  w i t h  the D e p a r t m e n t  of H i g h w a y s ,  b o t h  as a n  a t t o r n e y  g e n e r a l
I
i

ii
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I a n d  o u t s i d e  o f  it, is o b v i o u s l y  t h e  s t a t e ' s  g o i n g  to lo o k  to u s e  

j s t a t e  l a n d s  b e f o r e  it c o n d e m n s  p r i v a t e  l a n d s .  I m e a n ,  t h a t ' s  

'| l o g i c a l ,  ' c a u s e  it c o s t s  t h e  s t a t e  s o m e t h i n g .  ( i n a u d i b l e ) .

i
j Y o u ' v e  g o t  t o  r e c o g n i z e  s o m e  o f  t h o s e  p r o t e c t i o n s .  I d o n ' t  k n o w

j l
,! t h a t  c a s u a l t y  i n s u r a n c e  b e c o m e s  s i g n i f i c a n t  to t h e  st a t e ,  b u t  

! o b v i o u s l y  o n  t h e  p a r k i n g  g a r a g e  h e r e  t h a t ' s  v e r y  s i g n i f i c a n t ,  I
I
i t

m e a n  c a s u a l t y  i n s u r a n c e .  So, t h o s e  a r e  w h a t  I c a l l  n o r m a l  l e a s e  

j p r o v i s i o n s  t h a t  r e a l l y  a r e n ' t  a d e q u a t e l y  p r o v i d e d  f o r  u n d e r  t h e  

•j s t a t e  r e g u l a t i o n s ,  a n d  I ' v e  a d v o c a t e d  t o  t h e  G o v e r n o r ' s  C o m m i t t e e
If
'I t h a t ,  to t h e  e x t e n t  p o s s i b l e ,  t h e r e  o u g h t  t o  b e  g i v e n  d i s c r e t i o n

'J
I t o  t h e  D i r e c t o r  o r  s o m e o n e  in h i s  o f f i c e  t h a t  t h e s e  t h i n g s  c a n  be 

i n e g o t i a t e d .  T h e  s t a t e ,  o f  c o u r s  - , is u l t i m a t e l y  p r o t e c t e d  b e c a u s e  

; i t  n e v e r  s u b o r d i n a t e s .  A n d  b y  n e v e r  s u b o r d i n a t i n g  it w i l l  a l w a y s

j
I h a v e  the l a n d  a n d  t h e  i m p r o v e m e n t s  o n  it. So, t h o s e  a r e  the ...

II
l! I t h i n k  . . . the m a i n  a r e a s  I a d d r e s s  m y s e l f  to. I m a d e  c o m m e n t s
it<j
'j to t h e  C o m m i t t e e  o n  s o m e  o f  t h e  t h i n g s  t h a t  a r e  i n v o l v e d .  Y o u  

: g e t  d i f f e r e n t  p r o b l e m s ,  o f  c o u r s e ,  w i t h  r e s i d e n t i a l  h o u s i n g ,  F H A

'I
i j  r e q u i r e m e n t s  ... b u t  I t h i n k  t h a t  g e n e r a l  c a t e g o r y  o f  t h i n g s  t h a t

r
I the g e n e r a l  p r o b l e m  a r e a s  t h e r e ' s  d i f f e r e n t  s o l u t i o n s ,  o f  c o u r s e .

il
I So, t h o s e  g e n e r a l l y  w o u l d  b e  t h e  c o n s i d e r a t i o n s  t h a t  I t h i n k  a n y  
ij

jj  l e n d e r  is l o o k i n g  at in d e t e r m i n i n g  w h e t h e r  to m a k e  a l oan; and, 

o b v i o u s l y ,  a l e n d e r  is g o i n g  t o  ... y ' k n o w ,  if y o u ' v e  g o t  a g o o d

j j  p r o j e c t  on fee l a n d  o r  s u b o r d i n a t e d  l e a s e  l a n d  v e r s u s  a p r o j e c t
:l

,jon s t a t e  l a n d  ... y ' k n o w ,  a c o m p a r a b l e  p r o j e c t ,  y o u ' v e  j u s t  ...

'! t h e  l e n d e r ' s  g o t  to b e  l o o k i n g  at the fee land. I m e a n ,  t h e r e ' s
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j j u s t  t o o  m u c h  u n c e r t a i n t y  in t h i s  a r e a ,  a n d  I r e a l l y  t h i n k  the

' s t a t e  n e e d s  t o  a d d r e s s  t h o s e  q u e s t i o n s .  A n d  I h o p e  t h e y  w i l l .  I

!■
jl m e a n ,  I t h i n k  i t ' s  i m p o r t a n t  if y o u ' r e  g o i n g  t o  h a v e  s t a t e  l a n d

i!
ji a n d  y o u ' r e  g o i n g  t o  h o l d  o n  to it a n d  l e a s e  it, t h e n  y o u  o u g h t  to

i,
!' p r o v i d e  t h e  m e a n s  to  d e v e l o p  it. Y o u  k n o w ,  u n l e s s  y o u  w a n t  to 

' l e a v e  it a s  p a r k  land, b u t  t h e n  if y o u  w a n t  t o  l e a v e  it as p a r k  

land, w h i c h  m a y  b e  a l e g i t i m a t e  c h o i c e  b y  t h e  s t a t e ,  t h e n  y o u
I

j s h o u l d n ' t  b e  f o r c e d  to l e a s e  it, a n d  it s h o u l d  h a v e  n e v e r  b e e n  

g i v e n  ( i n a u d i b l e ) .  T h a t ' s  r e a l l y  t h e  o b j e c t  o f  t h i s  ( i n a u d i b l e ) .

I
j T h a t  r e a l l y  is t h e  a r e a s  t h a t  I w o u l d  s t r e s s  t o  t h i s  c o m m i t t e e .

II
il
I
ij MR. B A I L Y

'I
! Y o u r  h o n o r ,  I h a v e  n o t h i n g  ... n o  f u r t h e r  q u e s t i o n s .
i
■i

, MR. M I D D L E T O N
i

Mr. G i s s b e r g .

1 JJIIN G I S S B E R G ,  A S S I S T A N T  A T T O R N E Y  G E N E R A L
*! *

Q: R i g h t .  Mr. H o g e ,  h o w  l o n g  h a v e  y o u  b e e n  in the
I.

!| A n c h o r a g e  a r e a ?

'I A: A n c h o r a g e ,  A l a s k a ?  I ' v e  l i v e d  in A n c h o r a g e  s i n c e
!l

i 1965.

Q: A n d  h a v e  y o u  b e e n  f a m i l i a r  w i t h  t h e  A l a s k a  I n d u s -

.t
i! t r i a l  S u b d i v i s i o n ?
i|

A: I ' v e  s e r v e d  it, yes.
jl

!I
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Q: Y o u  h a ve, r e v i e w e d  ( i n a u d i b l e )  l e a s e  a g r e e m e n t s

for t h a t  p a r t i c u l a r  a r e a  ...

A: In c o n n e c t i o n  w i t h  t h i s  c o m m e n t s  b e f o r e  the C o m m i t­

tee I l o o k e d  at a lease. I c a n ' t  t e l l  y o u  for t h i s  h e a r i n g  t o d a y  

I i n t i m a t e l y  r e v i e w e d  it.

Q: T h e  p r o v i s i o n s  t h a t  y o u  m e n t i o n e d ,  t h o u g h ,  w e r e

f r o m  a s t a t e  l e a s e  a n d  t h e y  w e r e  a p p l i c a b l e ,  o f  c o u r s e  (inaudible).

A: Yes, I t h i n k  so.

Q: A s  f a r  as ( i n a u d i b l e ) .

A: I m e a n ,  I t h i n k  t h e y ' r e  p r e t t y  s t a n d a r d  provisions.

Q: N o w ,  u n t i l  ... y o u  t a l k e d  a b o u t  t h i s  ten y e a r s '

s e c u r i t y  p e r i o d  p a s t  the n o r m a l  t i m e  o f  t h e  loan. W h a t ' s  the 

n o r m a l  t e r m  o f  a l o a n  t h a t  y o u r  b a n k  h a s  b e e n  i n v o l v e d  in?

A: W e l l ,  let m e  g i v e  y o u  ... t h e r e ' s  b e e n  a l i t t l e

c h a n g e  in that, a n d  t h a t ' s  b e c a u s e  of o u r  i n f l a t i o n  w h i c h  w e  

d o n ' t  s e e m  to b e  a b l e  to c o n t r o l .  It u s e d  to b e  l e n d e r s  w o u l d  

l o a n  - - a n d  a g a i n - - a  v a r i e t y  of t e r m s  o n  g r o u n d  l e a s e  loans. B u t  

s a y  y o u ' r e  l o o k i n g  a t  a 2 0 - y e o r  term, m a y b e  a 2 5 - y e a r  t e r m  o f  a 

loan. But w h a t  the l e n d e r s  do n o w  is m a k e  t h e  p a y m e n t s  a m o r t i z e
i

o n  e i t h e r  a 2 0 - y e a r  b a s i s ,  25, 28, I ' v e  s e e n  29. But t h e y  h a v e  a 

b a l l o o n  at the e n d  o f  15 y e a r s ,  a n d  t h e  b a l l o o n  is t h e r e  so t h a t  

if t h e  m o n e y  m a r k e t — in o t h e r  w o r d s ,  t h e  l e n d e r s  t r a d i t i o n a l l y  

g o t  c a u g h t  in f o u r  p e r  c e n t  w h e n  m o n e y  r a t e s  a r e  at  ten. N o w  

t h e y  c o u l d  n e v e r  g e t  o u t  of the lo a n  for t h i r t y  y e a r s .  So, as a 

c o m p r o m i s e ,  t h e y ' r e  l o o k i n g  at t e n  y e a r s ,  15 y e a r s ,  a b a l l o o n ,  so
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»
.1

t h a t  a t  l e a s t  t h e y  c a n  l o o k  a t  t h e  l o a n  a g a i n .  A n d  t h e n  t h e

;i
n a t u r e  o f  t h e  p r o v i s i o n s ,  at l e a s t  I h a v e  w r i t t e n  f o r  N a t i o n a l

'i
j B a n k  o f  A l a s k a ,  W a s h i n g t o n  M o r t a g e  S a v i n g s  a n d  L o a n  i n  Washington,

!! a r e  t h a t  t h e n  t h e y  h a v e  a n  o p t i o n  to  c o n t i n u e  t h e  p a y o u t  o v e r  the
It
I
! n e x t  20 y e a r s  o r  25 y e a r s .  It v a r i e s ,  b u t  t h a t ' s  o n e  t h i n g  

| t h a t ' s  ... I ' v e  g o t  t o  q u a l i f y  m y  r e m a r k  on. But, a s s u m i n g  

| y o u ' r e  d e a l i n g  w i t h  a 20 o r  2 5 - y e a r  t e r m ,  t h e n  t h e  t e n  y e a r s  y o u  

w o u l d  a d d  to  t h e  m a x i m u m  t e r m  o f  t h e  l oan. But, as I s t a t e d ,  

s o m e  o f  t h e  N e w  Y o r k  l i f e  i n s u r a n c e  c o m p a n i e s ,  I m a y  e v e n  h a v e  a 

l e t t e r  o n  t his, w e  h a v e  a ... w h e n  w e  w e r e  d o i n g  t h e  p a r k i n g  

g a r a g e ,  w e  h a d  to p u t  in a p r o v i s i o n  b e c a u s e  o u r  l o n g - t e r m  commit- 

j m e n t  w a s n ' t  f u l l y  c o m m i t t e d  at t h a t  p o i n t  to g e t  e n o u g h  t e r m  so

l!
w e  c o u l d  m a k e  t h e  l o a n  to w h o e v e r  c a m e  a l o n g ,  a n d  I t h i n k  i t ' s  80 

p e r  c e n t — t h e r e  m a y  e v e n  b e  a f e w  t h a t  a r e  75 p e r  c e nt. So, if 

y o u  h a v e  a 2 0 - y e a r  t e rm, y o u  t a k e  in e f f e c t  20 p e r  c e n t  o f  the 

20, w h i c h  w o u l d  b e  f o u r  a d d i t i o n a l  y e a r s .

Q: O k a y .

A: If y o u ' r e  a n  80 p e r  c e n t  l e n d e r .  If y o u ' r e  a 25
'I

Ji p e r  c e n t  l e n d e r ,  t h e y  w a n t  fi v e  a d d i t i o n a l  y e a r s .  If y o u ' r e  a 30
i• j #
y e a r  loan, y o u ' d  h a v e  s i x  y e a r s ,  if y o u ' r e  a 75 p e r  c e n t  l e n d e r  

y o u ' r e ,  w e l l ,  y o u ' r e  a d d i n g  a b o u t  e i g h t  y e a r s .  If y o u ' r e  d e a l i n g

;|| w i t h  a n  S & L - - s a v i n g s  a n d  loan, f e d e r a l — y o u ' r e  a d d i n g  ten y e a r s .

I
" i f  y o u ' r e  d o i n g  w i t h  NBA, g e n e r a l l y ,  o b v i o u s l y  e v e r y  l e n d e r  w h e r e

' h e ' s  g o t  d i s c r e t i o n  m a k e s  e x c e p t i o n s .  I t h i n k  t h e y  g e n e r a l l y
j!
t a l k  a b o u t  ten y e a r s .  T h e y  g e n e r a l l y  f o l l o w  ten y e a r s .  T h a t ' s
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J

I

i i

,b e e n  m y  e x p e r i e n c e .

Q: T h a t ' s  v e r y  c o m p l i c a t e d  a n d  i n t e r e s t i n g .  I d o n ' t

k n o w  it v e r y  w e l l .  If t h e  s t a t e  c o u l d  ... if y o u  g o t  an a p p l i c a -

II

t i o n  f o r  s o m e b o d y  w i t h  o n e  o f  t h e s e  s t a t e  l e a s e s ,  a n d ,  I m e a n ,  

y o u  l o o k e d  a t  it o n  t h e  b a s i s  o f  w h a t  y o u  h a v e  s a i d  v e r y  p o s s i b l y  

t h e y  m i g h t  s a y  no, w e  c a n ' t  l e n d  o n  t h i s  b e c a u s e  w e  d o n ' t  k n o w  

w h a t  t h a t  r a t e  is g o i n g  t o  b e  in  15 y e a r s  f r o m  no w .  It w i l l  h a v e  

c h a n g e d  t h r e e  t i m e s  b y  t h en. T h e  r e n t a l  r a t e  m a y  h a v e  g o n e  u p  

q u i t e  h i g h ,  s o  w e  ...

A: Yeh.

Q: Y o u ' d  sa y ,  in l i g h t  o f  t h e  f a c t  t h a t  t h e r e ' s  n o

s u b o r d i n a t i o n ,  w h y ,  it w o u l d  b e  d i f f i c u l t  f o r  us t o  l o a n  o n  t h at. 

If y o u r  l o a n  w a s  f o r  20 e a r s  a n d  if y o u  w e r e  a b l e  to g i v e  t h e m  

t e s t i m o n y ,  t h e  l e n d e r ,  t h e  p e r s o n  w h o  w a n t e d  t h e  m o n e y ,  e v i d e n c e  

t h a t  no, w e  c a n ' t  l o a n  o n  t h i s  u n l e s s  w e  k n o w  t h a t  t h a t  r a t e  is 

I g o i n g  to  b e  f i x e d  for t e n  y e a r s  b e y o n d  t h e  t e r m  o f  o u r  loan, a n d  

! t h e y  c a m e  b a c k  w i t h  a s t a t e m e n t  f r o m  t h e  D i v i s i o n  of  L a n d s  t h a t  

 ̂ we w i l l  f i x  it at t h i s  r a t e  f o r  t h e  l e n g t h  o f  y o u r  l o a n  p l u s  20 

Ji y e a r s ,  t h e n  y o u  w o u l d  b e  a b l e  to l e n d  o n  it, b e c a u s e  y o u  w o u l d  

; j k n o w  the rate. If t h a t  w e r e  p o s s i b l e .

il

A: J e s , t h a t  w o u l d  e l i m i n a t e  t h a t  p r o b l e m  on  rent.

Q: I p r e s u m e  y o u  a r e  f a m i l i a r  e n o u g h  w i t h  w h a t  h a p p e n s

in t h e  ( i n a u d i b l e )  o f f i c e  l e n d i n g  at t h a t ,  t h a t  it w a s  p o s s i b l e  

I to g o t  w a i v e r s ,  l i k e  t h r u  J u n e  22 o f  t h i s  l a s t  y e a r ,  w h e n  iti
I b e c a m e  o n l y  p o s s i b l e  t o  g e t  w a i v e r s  o n  r e s i d e n t i a l  p r o p e r t y .
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Q: T h a t ' s  e x a c t l y  right,

j A: ( I n a u d i b l e )  is m a y b e  a g o o d  e x a m p l e ,  b u t  b e f o r e

t h a t  s t a t u t e  w a s  p a s s e d  I c a n  a s s u r e  y o u  it w a s  n o t  t h a t  e a s y  to

g e t  t h e  w a i v e r .  I t h i n k  ...

Q: D o  y o u  k n o w  if a n y b o d y  e v e r  g o t  o n e  o f  t h o s e  in

L
;! t h o s e  p a r t i c u l a r  c a s e s .
i

A: I d o n ' t  k n ow.
I
i

Q: D o  y o u  k n o w  o f  a n y b o d y  i n  y o u r  e x p e r i e n c e  in t h e

I
J b a n k  t h a t  a p p l i e d  f o r  o n e ?

A: No.
I

Q: C a n  t h e  l o a n s  t h a t  t h e  b a n k  m a d e  t h a t  y o u ' r e  a w a r e

i
j of  ( i n a u d i b l e ) .

A: T h e  l o a n s  I w a s  i n v o l v e d  in, no. I d o n ' t  think.
|

Q: H o w  m a n y  l o a n s ,  a p p r o x i m a t e l y ,  h a v e  y o u  b e e n

ii
|! i n v o l v e d  in o n  s t a t e  l e a s e s  t h a t  d o n ' t  p r o v i d e  for s u b o r d i n a t i o n ?

!
A: O n  s t a t e  l e a s e s ,  I ' v e  b e e n  i n v o l v e d  w i t h ,  d i r e c t l y

' i n v o l v e d  w i t h  t w o  o n  P E T  l a n d  a n d  I ' m  f a m i l i a r  w i t h  t h r e e  o r  f o u r
I
i!
!| o v e r  there. I w a s  i n v o l v e d  in I n s i d e  A l a s x a  T o u r s '  loan o n  t h e i r
Ij
| b u i l d i n g ,  a n d  t h a t  to m e  w a s n ' t  o n  c o m m e r c i a l  r e a l  e s t a t e ,  it w a s  

ij on the s t r e n g t h  o f  the b o r r o w e r ,  Mr. K n i e s o l ,  w h o  w a s  v e r y  w e l l -
i!.1
'i t o - d o  b y  h i m s e l f .  I h a v e  b e e n  i n v o l v e d  w i t h  o t h e r  g r o u n d  l e a s e s ,

;|
i u n s u b o r d i n a t e d  g r o u n d  l e a s e s ,  b u t  I t h i n k  t h o s e  a r e  the o n e s  t h a t
I

, y o u  c o u l d  c a l l  m y  m o s t  d i r e c t  e x p e r i e n c e  w i t h  t h e  st a t e .  I ' v e
II
I b e e n  i n v o l v e d  in the C i t y  o f  K e n a i ,  the C i t y  o f  A n c h o r a g e ,  p r i v a t e

ii 
Ii
II

ii A: Yes. B u t  t h a t  w a s  P E T  land.
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p a r t i e s .

Q: T h e  l o s s  o f  t h i s  o p p o r t u n i t y  for a c o m m e r c i a l

d e v e l o p e r  t o  g e t  a w a i v e r  is t o  m a k e  t h e m  m o r e  r i s k y  for y o u r  

•j l o a n ?
ij

A: Y e s ,  it d o es.

i|
Q: N o w  y o u  a l s o  m e n t i o n ,  I t h i n k  y o u  w e r e  r e f e r r i n g

to a ( i n a u d i b l e )  l e a s e ,  t h e  n e e d  for w h a t  y o u  c a l l  " a n c h o r "
I)
t e n a n t s ?

A: W e l l ,  I ... w h a t  I w a s  t r y i n g  to m e n t i o n  t h e r e  w a s

t h a t  t h e  c o n d e m n a t i o n  p r o v i s i o n  w h i c h  g i v e s  j u s t  t h e  s t a t e  the 

J r i g h t  to b u i l d  a r o a d  o r  u s e  ( i n a u d i b l e )  r i g h t - o f - w a y s  is too 

j, b r o a d ,  j u s t  by  i t s e l f .  In o t h e r  w o r d s ,  y o u  h a v e  to  m a k e  s o m e
ij

i ;  a g r e e m e n t  t h a t  c a n  b e  e x e r c i s e d  r a t i o n a l l y ,  a n d  I g a v e  y o u  an
II
e x a m p l e  o f  ... s a y  y o u  m a d e  a l i t t l e  s h o p p i n g  c e n t e r — o r  a b i g

i1
!• s h o p p i n g  c e n t e r - - o n  s t a t e  land. A n d  y o u  h a v e  S a f e w a y  a n d  P a y  N 

' S a v e  o r  L a M o n t s  a n d  P a y ' N  S a v e  as y o u r  a n c h o r  t e n a n t s .  If the
t

" s t a t e  s h o u l d  j u s t  d e c i d e  t h a t  it w a n t e d  to  p u t  a r o a d  t h r o u g h

*1 . . . .  
t here, y o u  k now, t h e n  t h a t ' s  a n e g a t i v e  f a c t o r  in d e c i d i n g  to

i m a k e  t h e  loan, b e c a u s e  i t ' s  m o r e  l i k e l y  t h a t  t h e  s t a t e  w i l l  u s e
'I

1 f r e e  r i g h t - o f - w a y  t h a n  r i g h t - o f - w a y  it h a s  to p a y  for. B a s e d  o n

!l
j m y  e x p e r i e n c e ,  a n d  I t h i n k  j u s t  c o m m o n  s e n s e  ...

Q: O k a y .  B u t  n o w  y o u  w o u l d  h a v e  l o a n e d  f r o m  the b a n k

: t h a t  a m o u n t  o f  m o n e y  y o u  w i l l  ( i n a u d i b l e ) ,  o r  s o m e w h a t  c l o s e  to 

that, I m e a n ,  if we  ... 

i A: Yeh. W e l l ,  I t h i n k  t h e  a p p r a i s e r s  c a n  t e l l  y o u  it
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" d o e s n ' t  q u i t e  w o r k  t h a t  w a y .  I ' m  t a l k i n g  a b o u t  c o m m e r c i a l  r e a l
!l
I
•; e s t a t e .  Y o u  f i g u r e  t h e  i n c o m e  f r o m  t h e  b u i l d i n g  o r  t h e  p r o j e c t .

'! . . .  
''.Okay. Y o u  d e d u c t  t h e  e x p e n s e s ,  t h e n  y o u  u s e  a c a p i t a l i z a t i o n
jl

/ r a t e  to g e t  t h e  a m o u n t  t h a t  t h a t  p r o j e c t  is w o r t h  in t e r m s  of
jj

■income. N o w  it m a y  c o s t  y o u  m o r e  t o  b u i l d  it t h a n  i t ' s  w o r t h  in

j! ,
\ i n c o m e ,  so y o u  w o u l d n ' t  b u i l d  it. B u t  a s s u m i n g  t h a t  the i n c o m e
j!

|j p r o d u c i n g  a b i l i t y  o f  t h a t  b u i l d i n g  e q u a l s  i t s  c o n s t r u c t i o n  c o s t ,  

:!or n e a r l y  that, t h e n  y o u ' v e  g o t  t h e  d i s c o u n t  t h a t  y o u  m a k e  in a

i; g r o u n d  l e a s e  loan. Y o u  h a v e  t h e  loan, t h e  v a l u e  r a t i o ,  a n d  ...

Q: W h a t  is t h e  d i s c o u n t  e c a u s e  y o u ' r e  m a k i n g  a

J g r o u n d  l e a s e  l o a n ?

I'
A: W e l l ,  b e c a u s e  ...

Q: W h a t  is t h e  ( i n a u d i b l e ) .

A: W e l l ,  b e c a u s e  on  a g r o u n d  l e a s e  l o a n  y o u  c a n  n e v e r

g e t  t h e  a p p r e c i a t i o n  o f  t h e  land.

Q: Y o u  h a v e  a f i x e d  d i s c o u n t ?

A: W e l l ,  I ... it v a r i e s  a g a i n  b y  l e n d e r .  B u t  I ' v e

'seen s i x t y - f i v e  to  s e v e n t y  p e r  c e n t — t h i s  is o n  u n s u b o r d i n a t e d

i
jl g r o u n d  l e a s e  loans.

Q: W h a t  v/ould b e  t h e  r a n g e ?

A: S i x t y - f i v e  t o  s e v e n t y .  S o m e  m a y  e v e n  g o  as h i g h

|as s e v e n t y - f i v e  -- it d e p e n d s  on t h e  q u a l i t y  o f  y o u r  p r o j e c t ,  

iwhat k i n d  o f  i n c o m e  i t ' s  t u r n i n g  out. W h e r e a s  o n  a fee lo a n  y o u

Jj m i g h t  g o  as h i g h  as e i g h t y .  In f a c t  u n d e r ,  I t h i n k ,  the s t a t e  

•; b a n k i n g  la w s  y o u  c a n  g o  u p  to e i g h t y  u n d e r  the law. I m e a n ,
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t h a t ' s  ... y o u  k n o w ,  w h e n  y o u ' r e  l o o k i n g  at c o n s t r u c t i o n ,  t h a t ' s  

p r e t t y  d r a m a t i c .  T h a t  t e n  p e r  c e n t  is, y ' k n o w  ... t h a t  m a y  b e  

w h a t  y o u  n e e d  to  m a k e  t h e  p r o j e c t  go. So, it, ah ... a n d  w h e n  

y o u ' r e  l o o k i n g  at m u l t i - m i l l i o n  d o l l a r  p r o j e c t s ,  w h i c h  in A l a s k a  

m o r e  a n d  m o r e  y o u  l o o k  at, t h a t  s t u f f  is v e r y  i m p o r t a n t .

Q: So  y o u ' r e  l o o k i n g  c a r e f u l l y  a t  t h e  i n c o m e  p r o d u c i n g

a s p e c t  o f  it ( i n a u d i b l e ) ?

A: R i g h t .
<•
>

Q: W o u l d  it be  u n u s u a l  to l o a n  m o r e  t h a n  t h e  i m p r o v e­

m e n t s  c o s t ?

A: Ah, t h a t  g e t s  i n v o l v e d  ag a i n ,  h h e n  y o u  say w h a t

jj the i m p r o v e m e n t s  c o s t ,  o k a y .  I t ' s  a m i s t a k e  to h a v e  w h a t  t h e y

i*
c a l l  " h a r d  c o s t "  -- t h a t ' s  the c o n t r a c t  cost. O k a y .  A n d  I w o n ' t

i
n a m e  t h e  p r o j e c t ,  b u t  I ' l l  g i v e  y o u  —  t h i s  is a r e a l i s t i c a l l y  —

i
|
jl t h i s  is a t r u e  e x a m p l e .  O n  a p r o j e c t  in t h i s  t c w n  t h a t ' s  g o i n g
'l

to c o s t  —  c o n s t r u c t i o n  c o s t  —  s e v e n  m i l l i o n  c o l l a r s ,  the l o a n  

ha s  to be n i n e  m i l l i o n  d o l l a r s  to t a k e  c a r e  o f  w h a t  w e  c a l l  " s o f t  

co s t " .  A r c h i t e c t s ,  l o a n  fees, s p e c i a l  u t i l i t i e s ,  f i x t u r e s ,  o t h e r  

! i m p r o v e m e n t s ,  a t t o r n e y s '  fees. So, to a n s w e r  y o u ’/ q u e s t i o n ,  y o u  

h a v e  to  l o a n  ... y o u  h a v e  t o  m e e t  a l l  t h e s e  c o s t s .  I m e a n ,  the 

b u y e r  h a s  to m e e t  all t h e s e  costs.

ii

Q: So, in the e v e n t  t h a t  ... l e t ' s  say that t h i s  w a s

a t r u e  e x a m p l e  a n d  that, o kay, n i n e  m i l l i o n  d o l l a r s  w a s  lent, a n dji
i , #
i t ' s  a s e v e n  m i l l i o n  d o l l a r  s t r u c t u r e  o n  fee l a n d  w h i c h  the s t a t e

(c a m e  in a n d  ...

I,

- 1 8 -

A G O  8 8 5 8 0 5



— v

J

A : R i g h t .

Q: ... a n d  c o n d e n m e d  it. N o w  t h e  s t a t e  w o u l d  p a y  f o r

the c o s t  ... t h e  s e v e n  m i l l i o n  d o l l a r s  t h a t  t h e  l e n d e r  ...

I!
II A: W e l l ,  h o p e f u l l y ,  t h e  s t a t e ' l l  p a y  for the n i n e

m i l l i o n  d o l l a r s .  B e c a u s e  t h e s e  s o f t  c o s t s  a r e  c o s t s  y o u  c a n  s a y  

g o  i n t o  t h e  i m p r o v e m e n t  ... a r e  p a r t  o f  t h e  i m p r o v e m e n t .  B u t  t h e

ii
ijstate c o u l d  g o  d o w n  t o  s e v e n  m i l l i o n  d o l l a r s .  T h e y  c o u l d  s a y  ...

Q: H o w  m u c h  d o e s  it c o s t  y o u  t o  b u i l d  t h a t  b u i l d i n g ?

A: T h e  c o n t r a c t  s a y s  s e v e n  m i l l i o n  d o l l a r s .

Q: It m i g h t  t a k e  l i t i g a t i o n  t o  d e c i d e  it?

A: It w o u l d  p r o b a b l y  t a k e  l i t i g a t i o n  in p r o v i n g  that.

Q: H o w  o f t e n  (inaudil: e) . L e t ' s  s a y  y o u  w e r e  a b l e  to

-I . . .
'get t h e  n i n e  m i l l i o n .
I;

A: O k ay.

Q: W e l l ,  l e t ' s  s a y  y o u  o n l y  l e n t  the l o a n  for s e v e n

m i l l i o n .

A: O k a y .
i

Q: W h y  ... W h y  is the s u b o r d i n a t i o n  of the fee so

i m p o r t a n t  if y o u  g e t  ’t b a c k  f r o m  t h e  i m p r o v e m e n t s  w h e n  t h a t  

e a s e m e n t  w e n t  t h r o u g h ?

A: W e l l ,  ok;'/. T h i s  is a c h a n g i n g  a r e a  of law.

U n t i l  —  a n d  w e  ran i n t o  t h i s  o n  the p a r k i n g  g a r a g e  —  u n t i l  t h i s

I

ii
'past s u m m e r  o u r  s u p r e m e  c o u r t  h a d  n o t  r u l e d  as to w h a t  e x t e n t  if

'I
a n y  t h e y  w e r e  g o n n a '  r e c o g n i z e  l e s s e e s .  Ah, t h e r e  s b e t t e r

ii
i

' r e c e n c  s u p r e m e  c o u r t  w h e r e  t h e y ' l l  ... d e c i s i o n  r e c o g n i z i n g  l o s t
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p r o f i t s .  B u t  w o  d o n ' t  k n o w  h o w  far t h a t ' s  g o i n g  to go.

J

ii Q: ( i n a u d i b l e )

A: I c a n ' t  t e l l  y o u  t h e  n a m e  o f  it, it w a s  o u t  of

I F a i r b a n k s ,  it w a s  o n  a bar. T h e  g u y  h a d  a b a r  a n d  t h e y  s t a r t e d  

to r e c o g n i z e  l o s t  p r o f i t s  in t h e  d e c i s i o n .  B u t  t h e r e  is s u c h  a

.'decision. A n d  up  t i l l  t h e n  n e g o t i a t i n g  w i t h  t h e  c i t y ,  t h e y  

^ d i d n ' t  w a n t  t o  r e c o g n i z e  t h o s e  v a l u e s  in a g r o u n d  l e a s e ,  a n d

Ij
j a f t e r  w e  h a d  a s u p r e m e  c o u r t  d e c i s i o n  it w a s  e a s i e r  t o  n e g o t i a t e

on  t h at. But, w e  d o n ' t  k n o w .  I m e a n ,  w e  r e a l l y  d o n ' t  k n o w  w h a t

r e c o g n i t i o n  is g o i n g  to  b e  g i v e n  t o  t h o s e  v a l u e s .

Q: ( I n a u d i b l e )

A: I h a d  u n d e r s t o o d  u p  to t h a t  t i m e  t h e y  l e f t  t h a t  to

II
j; b e  p a r t  of  t h e  a w a r d  a n d  t h e n  w h a t e v e r  a g r e e m e n t  the p a r t i e s  m a d e  

1 w i t h  t h e  D i v i s i o n  a n d  so forth.

|l
Q: So, it w o u l d  b e  i n c o r p o r a t e d  f r o m  the st a t e ,  b u t

•j
•the c i t y  ... as far as the c i t y  w a s  c o n c e r n e d ,  w h a t  ... ?

i
A : W e l l , n o  ...

•I

| Q: I m e a n ,  i t ' s  a s u p r e m e  c o u r t  d e c i s i o n .

A: No, I ' m  j u s t  s a y i n g  as I u n d e r s t o o d  the s t a t e ' s

iipast p r a c t i c e  it d e t e r m i n e d  w h a t  t h e  v a l u e  o f  the l a n d  o r  the
}
‘I
b u i l d i n g  t h e y  were, t a k i n g  a n d  t h a t  w a s  t h e i r  awa r d .  N o w  if t h a t  

b u i l d i n g  w a s  l e a s e d ,  t h e  s t a t e  said, " H e r e ' s  t h e  f a i r  m a r k e t  

ivalue, t h a t ' s  a l l  I ' m  r e q u i r e d  to  g i v e  to you. N o w  y o u  p e o p l ei
j f ight." A n d  I ' m  s u r e  a n y  o f  y o u r  a p p r a i s e r s  w h o ' v e  b e e n  i n v o l v e d  

in t h a t  k i n d  of l i t i g a t i o n  w i l l  t e l l  y o u  h o w  i n t e r e s t i n g  it gets,
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Q: N o w  w e ' r e  t a l k i n g  ... I ' d  l i k e  to t h i n k  a b o u t  t h e

c a s e  w h e r e  the s t a t e  is t h e  ...

'|
j; A: Rig h t .
ji

Q: ... l e s s o r .  T h e n  if t h e r e ' s  a m u l t i p l e  ... if

il
;!t h e r e ' s  m u l t i p l e  l e s s e e s  ...

•I » „• • •A :  D i v i s i o n .
|!

Q: ... t h e n ,  o f  c o u r s e ,  t h e y  w o u l d  h a v e  t o  f i g h t  it

iout. T h a t  w o u l d  d e p e n d  o n  t h e i r  s u b l e a s e s ,  a n d  w h a t e v e r  t h e y  ...

A: R i g h t .  A l l  I ' m  t r y i n g  to p o i n t  o u t  is t h a t  t h a t ' s

!i . .
i| an a r e a  o f  l a w  t h a t  is c h a n g i n g ,  t h a t  t h e r e ' s  r e a l l y  n o  d e f i n i t e

,1
p o l i c y  o n  it, a n d  o b v i o u s l y  che s t a t e  —  y o u  c a n  e x p e c t  t h e m  t o

t a k e  t h i s  p o s i t i o n  —  is g o i n g  to t a k e  t h e  h a r d e s t  p o s i t i o n  t h e y

c a n  to p r o t e c t  t h e  s t a t e .  I ... I d o n ' t  h a v e  a n y  p r o b l e m  w i t h
•I

•that. But, in s o m e  o f  t h e s e  a r e a s  t h e r e  a r e  ... in o t h e r  w o r d s ,  

y o u  g o  t o  the C a l i f o r n i a  l a w  ... t h e y  h a v e  g o n e  t h r o u g h  s o m e  o f  

'•this l i t i g a t i o n  -- t h e r e  a r e  s o m e  s e t  r u l e s  t h a t  y o u  c a n  a g r e e  to 

t h a t  a t  l e a s t  a r e  a c c e p t a b l e  to the f i n a n c i a l  c o m m u n i t y .  W e  

r e a l l y  d o n ' t  h a v e  t h o s e  r u l e s  s e t  u p  in A l a s k a .
;i

Q: In C a l i f o r n i a  w o u l d  t h e y  be m o r e  l i k e l y  to l e n d  o n
I:
!| the .. . w i t h  t h e  u s e  o f  i m p r o v e m e n t s  as s e c u r i t y  r a t h e r  t h a n  

r e q u i r i n g  t h e  s u b o r d i n a t i o n  of t h e  l e a s e ?
I*

!| A: I ... I c a n ' t  t e l l  y o u  w h a t  C a l i f o r n i a  l e n d i n g

I f

p r a c t i c e s  ... C a l i f o r n i a  is u n i q u e  in a lot o f  r e s p e c t s .

Q: I g u e s s  w h a t  I r e a l l y  d o n ' t  u n d e r s t a n d  —  a n d  I
i
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J

■think y o u  d i d  e x p l a i n  it to, ah, m e  —  is if w e  ... if a l e n d e r
i;

, c a n  g e t  s e v e n  m i l l i o n  d o l l a r s  o u t  o f  i m p r o v e d  ... t h e  s t a t e  is 

g o i n g  t o  p a y  y o u  ... c o m p e n s a t e  f o r  t h o s e  i m p r o v e m e n t s .  W h y  is 

t h e  s u b o r d i n a t i o n  ... ( i n a u d i b l e ) ?

j A: I d o n ' t  k n o w  h o w  m u c h  t h e  s t a t e ’s g o i n g  t o  ...

jy'kncw, is t h e  s t a t e  g o n n a '  p a y  t h e  s e v e r a n c e  d a m a g e s ?  Y o u  t a k e  

th e  c o r n e r  o f f  o f  S a f e w a y ' s  b u i l d i n g ,  a n d  t h e y  l o s e  t h e  v a l u e  

t h e r e ;  a n d  y o u  t a k e  f i f t y  p e r  c e nt. Y o u  k n o w ,  i t ' s  t h e  s e v e r a n c e

i
i d a m a g e s  t o  the w h o l e  p r o j e c t .  Or, y o u  b u i l d  a p l a n n e d - u n i t

jj
j d e v e l o p m e n t  —  a n i c e  h o u s i n g  p r o j e c t  —  y o u  r u n  a h i g h w a y  t h r o u g h

‘th e  m i d d l e  o f  it. Y ' k n o w .  T h a t  ....

Q: S o  t h e n  w h a t  y o u  r e a l l y  n e e d  is ...

A: ... d i m i s h e s . W e l l ,  s u r e ,  sure. I w o u l d  s t r e s s

... m y  s o l u t i o n  is b e t t e r  p l a n n i n g  b e f o r e  y o u  s t a r t  s o  t h a t  w i l l

I

'I

n e v e r  h a p p e n .

Q: Y o u  p l a n  it b e t t e r .

; A: Ri g h t .  A n d  t h e n  as a s e c o n d  r e s o r t  h a v e  a f a i r
’j

J ... And, I'm n o t  s a y i n g  t h e  s t a t e  s h o u l d  g e t  c h e a t e d  o r  a n y t h i n g .  

I ' m  s a y i n g  a f a i r  d i v i s i o n  of c o m p e n s a t i o n .  A n d  t h a t ' s  a l l  I
I*•i •
j a d v o c a t e .  A n d  so e v e r y b o d y ' s  t r e a t e d  f a i r l y ,  t h a t ' s  all. Y ' k n o w .

Q: T h a n k  you. A n d  o n  t h e  ... o n  t h i s  p o i n t  a b o u t  t h e

s t a t e  b e i n g  t r e a t e d  f a i r l y  ... I t h i n k  t h a t ' s  o b v i o u s l y  w h a t  t h e y

jj ... t h e  b e s t  i n t e r e s t s  of t h e  s t a t e  c e r t a i n l y  ... the s t a t e  is
,1
!g o i n g  to h a v e  to b e  s e r v e d  o r  w e ' r e  n o t  g o i n g  to b e  i n v o l v e d  in
I

l e a s e s  if w e  d i d n ' t  t h i n k  it was. W h a t  ... I m e a n ,  a l a w y e r
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' p l a y s  m a n y  rol e s ,  as y o u  h a v e  in y o u r  l o n g  t e r m  o f  s e r v i c e  in
I

(‘ A n c h o r a g e .  C o u l d  y o u  a s s u m e  n o w  t h e  r o l e  o f  a p r i v a t e  a t t o r n e y
i*

|J a n d  I ' m  a p e r s o n  r e a d y  to, a h  ... I c o m e  in a n d  I h a v e  s o m e

' p r o p e r t y  t h a t  I i n v e s t e d  s o m e  m o n e y  in, a n d  I d o n ' t  s e e  m u c h  o f

:!
!* a n  i n c o m e  f r o m  t h a t  p r o p e r t y  a n d  I d o n ' t  n e e d  ... I w a n t  t o  set 

i' it a s i d e ,  and, in fact, I t h i n k  I w a n t  t o  s e t  it a s i d e  f o r  a l o n g
ii
t e r m  —  s a y  a h u n d r e d  ye a r s .

jl
A: O kay.

Q: And, f u r t h e r ,  l e t ' s  a s s u m e  t h a t  w e ' r e  t a l k i n g

! a b o u t  f o r t y  y e a r s  ago. And, I ' m  g o i n g  to r e n t  it n o w  —  I ' m

j
'! g o i n g  to r e n t  it to s o m e b o d y  for a h u n d r e d  y e a r  t e r m  at t h r e e  p e r
ij

(jcent. B u t  in the y e a r  20 0 0  if t h e  c o m m o n  r e n t a l  r a t e  in A n c h o r a g e  

|is f i f t e e n  p e r  c e nt, I'd l i k e  to m a k e  s u r e  t h a t  w h o e v e r ' s  g o i n g  

j to b e n e f i t  f r o m  t h a t  i n c o m e  is g e t t i n g  b e t t e r  t h a n  t h r e e  p e r  c e n t

i!
i|or f o u r  p e r c e n t ,  w h a t e v e r  I said, o f  t h e  f a i r  m a r k e t  alue. No w ,

1 . . . . .
'! y o u  i n d i c a t e d  t h e  e x a m p l e  o f  the b a n k ,  w h i c h  is q u i t e  i n t e r e s t i n g ,

:l
w h e r e  t h e y  m a y  o n  a l o n g - t e r m  l o a n  l e n d  at a l o w  —  at t h e  g o i n g

I

r a t e  -- I say, f o u r  p e r  c e n t ,  a n d  h a v e  a b a l l o o n  p a y m e n t  at a
ii
j c e r t a i n  p e r i o d  o f  time. I t h i n k  y o u  s a i d  f i f t e e n  y e a r s  w o u l d  be

''a c o m m o n  one. A n d  t h a t  d o e s n ' t  n e c e s s a r i l y  m e a n  t h a t  t h e  g u y  h a s
ji
j'to p a y  it all, b u t  t h e n  t h a t  p a r t  o f  t h e  l o a n  is r e n e g o t i a t e d  at
14
' t h e  g o i n g  r a t e  at t h a t  time. Now, if the s t a t e  w a s  g o i n g  t o  g e t

I
i n v o l v e d ,  if a p e r s o n  w a s  g o i n g  to g e t  i n v o l v e d  in a l o n g - t e r m

. 1.1
l e a s e  l i k e  this, w h a t  c o u l d  t h e y  d o  t h a t  w o u l d  be d e s i r a b l e  

c o n c e r n i n g  the l e a s e  rate, so t h a t  t h e r e  w c u l d  n o t  be s u c h  a

*1
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w i n d f a l l  b e n e f i t  t o  t h e  p e r s o n  t h a t  p i c k e d  u p  t h e  l e a s e  in the 

: b e g i n n i n g ?

A: W e l l ,  o n e  o f  t h e  t h i n g s  I ' v e  t o l d  m a n y  ... I

[ m e a n ,  y o u ' r e * g o i n g  to b a c k  t h e  v a l u e  o f  t h e  l oan, b u t  ... theil
G o v e r n o r ' s  C o m m i t t e e  h a s  p u t  a l i d  o n  t h e  rent. O b v i o u s l y ,  i t ' s

o n e  ... y ' k n o w ,  y o u  c a n ' t  h a v e  300 a n d  400 a n d  600 p e r  c e n t

! i n c r e a s e s ,  b u t  it w o u l d  n e v e r  g o  u p  b y  m o r e  t h a n ,  say, 25 p e r

*
I c e n t .

Q: P u t  a lid o n  t h e  p e r  c e n t  i n c r e a s e .

A: Y e a h .  B e c a u s e  t h a t  ... i t ' s  e i t h e r  a f i x e d  r e n t a l

ii o r  a s c e r t a i n a b l e  r e n t a l .  T h e n  it w o u l d  be  u p  t o  l e n d e r s  to 

I d e c i d e  w h e t h e r  e v e n  t h a t ' s  a c c e p t a b l e .  In t h e  P e n l a n d  t h i n g  —

il
;S b e c a u s e  I w a s  d e a l i n g  w i t h  the m o b i l e  h o m e  s p a c e  —  a n d  w e  h a d  to

|; s h o w  t h i s  to t h e  st a t e .  Mr. P e n n e y ,  I t h i n k ,  w e n t  to s o m e t h i n g
• i

ij l i k e  25 l e n d e r s  b e f o r e  he  f o u n d  o n e ,  a n d  t h a t  l e n d e r  w a s  o n l y

il
jg o i n g  to g o  on  a l e v e l  term. A n d  t h a t  w a s  o v e r  a p e r i o d  of,

'•y'know, four, f i v e  o r  s i x  y e a r s .  So, ah, y ' k n o w ,  t h a t  a s c c r t a i n -

I
•able rent, p u t t i n g  t h e  lid, m a y  w o r k  -- h o p e f u l l y  w i l l  w o r k  —.»
i
,f o r  m o s t ,  b u t  n o t  axl.
I

Q: W e l l ,  w h a t  do y o u  t h i n k  if y o u ' r e  in a, ah, p r o p e r
!i
ii
t y  v a l u e  s i t u a t i o n  w h e r e  t h e  m a r k e t  v a l u e  o f  a p i e c e  o f  p r o p e r t y  

c o u l d  d o u b l e  in e v e n  as m u c h  as t h r e e  m o n t h s ?  I m e a n ,  w o u l d  a 25
ji

jper c e n t  lid e v e r y  f i v e  y e a r s  s e e m  r e a s o n a b l e  as a m a x i m u m ?

A: W e l l ,  to m e  it does. Y ' k n o w ,  I ' m  t r y i n g  to be

|!
. i m p a r t i a l  a l i t t l e  b i t  here. Y ' k n o w ,  I c a n  s e e  the s t a t e  s p o i n t

ji
i;
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• of v i e w  to say, "Boy, w e  w a n t  w h a t  e v e r y  p e r  c e n t  t h a t  v a l u e  g o e s

|
,i up w e  w a n t  s o m e  m o n e y  f o r  it." O k a y .

A: W e l l ,  I m e a n ,  t h e y  c o n s i d e r  ... y o u  k n o w  ...

| t h e y ' r e  t r y i n g  to  l o o k  a t  that. But, l e t ' s  l o o k  at t h e  o t h e r  

j c o in. If a n y  l e a s e h o l d e r  d e v e l o p e d  o n  fee land. O k a y ?  P r e s u m­

a b l y  h e ' s  p a i d  at t o d a y ' s  p r i c e s  a n d  t h e  l a n d  a p p r e c i a t e s .  B y  

u p p i n g  the r e n t  h e  n e v e r  g e t s  a n y  b e n e f i t  o f  t h e  a p p r e c i a t i o n .

' A n d  a p p r e c i a t i o n ,  o f  c o u r s e ,  p r o v i d e s  s e c u r i t y  for l e n d e r s ,  so 

| t h e  l e n d e r  g e t s  n o  b e n e f i t  f r o m  t h a t  a p p r e c i a t i o n .  In o t h e r

i
, w o r d s ,  I s u p p o s e  y o u  g e t  p h i l o s o p h i c a l  t h e n  a b o u t  m a r k e t  v a l u e .

|You ... a y e a r  ago, y o u  w e r e  d o i n g  ... o r  m a y b e  two y e a r s  a g o  ...

Ij
j'a s u b d i v i s i o n ,  a n d  t h e r e  w a s  a g r e a t  d e m a n d  for h o u s i n g .  O k a y ?
!i
'lYou're j u s t  g o i n g  l i k e  g a n g b u s t e r s .  But, if y o u  h a v e  a s u b d i v i s i o n
I!

I today, y o u  d o n ' t  h a v e  it s o ld, y o u ' v e  p r o b a b l y  b e e n  t a l k i n g  to 

y o u r  b a n k e r .  S o  t h e  v a g u e r i e s  of m a r k e t  v a l u e  ... t r y i n g  to be
I!

I ... t r y i n g  to a n s w e r  y o u r  q u e s t i o n  ... a r e  m a y b e  n o t  t h a t  k i n d  of 

c o n c e p t  y o u  c a n  p i n p o i n t  e v e r y  s e c o n d  o f  t h e  day. T r u e ,  y o u

jj
| k now, I c a n  u n d e r s t a n d  t h a t  t h e s e  - -  e s p e c i a l l y  in the l a s t  f e w

' land. But, a l o t  of  p e o p l e  too, y o u ' v e  g o t  to l o o k  at t h e i r  use

Q: I ' m  t r y i n g  to t h i n k  ... a n d  y o u  s a i d  t h i s  is w h a t

t h e  b a n k  d oes, too.

y e a r s  --  w e ' v e  h a d  s o m e  t r e m e n d o u s  i n c r e a s e s  in m a r k e t  v a l u e  of

|Of the p r o p e r t y .  T h e y  b u i l d  b u i l d i n g s  for t h e m s e l v e s  —  for
I

t h e i r  c o m p a n i e s .  A n d  t h o s e  c o m p a n i e s  s o m e t i m e s  j u s t  c a n ' t  respond

to the i n f l a t i o n  l i k e  the s t a t e  c a n  if it c a n  j u s t  r a i s e  its

l.r>



' r e n t ,  o r  m a y b e  an a t t o r n e y  c a n — h e  c a n  r a i s e  h i s  fees. Y ' k n o w .

•|
't B u t  t h e y  c a n ' t .  T h e y ' r e  s e l l i n g  a p r o d u c t ;  t h e y ' v e  g o t  a lot o fiij; c o m p e t i t i o n ;  and, y ' k n o w ,  a l l  o f  t h o s e  t h i n g s  go i n t o  f i g u r i n g  

m a r k e t  v a l u e .  An d ,  a g a i n ,  w h a t ' s  in  t h e  p u b l i c  i n t e r e s t ?  Y o u  

k n o w ,  i t ' s  k i n d a '  l i k e  t a x e s — e v e r y t h i n g  t h a t  y o u  p u t  a g a i n s t  a 

p e r s o n  h e ' s  g o t t a '  t r y  to p a s s  o n  t o  t h e  c o n s u m e r  a n d  g o  o u t  of  

b u s i n e s s .

Q: W h e n  y o u  t a l k  a b o u t  t h e  b e n e f i t  o f  a p p r e c i a t i o n ,

d o  y o u  s e e  as a p h i l o s o p h y  o f  t h e  p r i v a t e  l e a s e s  y o u  l o o k  at t h e  

f a c t  t h a t  t h e y  s t a r t  o u t  at w h a t  t h e  m a r k e t  w i l l  b e a r  the f i r s t  

y e a r  a n d  t h e n  t h e r e a f t e r  i t ' s  ... i t ' l l  b e  b e l o w  w h a t  (inau d i b l e )  

w e r e  o f f e r i n g  at t h a t  p o i n t ?

A: I t h i n k  i t ' s  b e e n  ... t h e  l e n d e r ' s  g o t t a '  be

l o o k i n g  at  t h e m  as a d e f i n i t e  (inaud i b l e )  at m a t u r i t y .  M a y b e  ... 

l e t  m e  ... t a k e  t h e  d i s a s t e r  s i t u a t i o n .  Y ' k n o w ,  y o u  c a n  s a y  ...

T a k e  t h e  C a l a i s  o f f i c e  b u i l d i n g — t h a t ' s  w h e r e  I h a v e  m y  o f f i c e —jj
ijokay. T h a t ' s  a g r e a t  p r o j e c t  r i g h t  now. I t ' s  full, g o o d  t e n a n t s

|l
i y o u  k n ow. F i r s t - c l a s s  t e n a n t  o i l  c o m p a n i e s ,  t i t l e  c o m p a n i e s  a n d
jl
|i
jiAlyeska. But t w o  y e a r s  f r o m  now, o k a y ,  w h e n  A l y e s k a ' s  done,

‘| t h e y ' v e  g o t  t h r e e  o r  f o u r  f l o o r s  t h e y ' v e  g o t t a '  rent, out. A n d

'jWhen t h e  f e d e r a l  o f f i c e  b u i l d i n g  o p e n s  u p  t h a t  c h a n g e s  y o u r  w h o l ejl
; market i m m e d i a t e l y ,  o v e r n i g h t .  A n d  I d o n ' t  k n o w  w h a t ' s  g o i n g  to

•i
h a p p e n .  A n d  is t h a t  b u i l d i n g  t h e n  w o r t h ,  in t e r m s  o f  l e t ' s  s a y —

:|
a n d  I h a v e  no r e a s o n  to b e l i e v e  t h i s  a n d  I p r o b a b l y  s h o u l d n  t u s e

'I• l
I it as an e x a m p l e - - b u t , l e t ' s  say t h e y  h a d  to g o i n g  i n t o  C h a p t e r
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~ Y
;| XI o r  s o m e t h i n g .  Is t h a t  b u i l d i n g  n o w  w o r t h  w h a t  i t ' s  w o r t h
il

t o d a y ?  T h e  a n s w e r  is no. B e c a u s e  t h e  m a r k e t  v a l u e  c o n c e p t
jj
. c h a n g e s .  Ah, a n d  w h a t  is m a r k e t  v a l u e ?  A r e  y o u  t a l k i n g  a b o u t!|
i t e r m s ,  a r e  y o u  t a l k i n g  a b o u t  w h o l e s a l e  m a r k e t  v a l u e ,  o r  a r e  y o u
■|

'j t a l k i n g  a b o u t  r e t a i l  m a r k e t  v a l u e ?  T h o s e  a r e  d i f f e r e n t .  M a r k e t
If

v a l u e  to a d e v e l o p e r  is d i f f e r e n t  t h a t  w h a t  y o u  a n d  I e x p e c t  t oi!

! p a y  f o r  o n e  l o t  in t h e  s u b d i v i s i o n .  So, m a y b e  t h a t  w o r d  m a r k e t

!i
li v a l u e  g e t s  e l u s i v e  b o t h  in a d i s a s t e r  s i t u a t i o n  a n d  w h a t  l e v e l

‘I
;| a r e  y o u  t a l k i n g  a b o u t ?  A t  t h e  d e v e l o p m e n t  l e v e l ?  O r  are y o u

i;
;! t a l k i n g  a t  t h e  r e t a i l  l e v e l ?

li
Q: O n  t h i s  b e n e f i t  o f  a p p r e c i a t i o n  w h e r e  the l e a s e  is

'' r e n e g o t i a t e d  e v e r y  f i v e  y e a r s  t o  t a k e  it b a c k  i n t o  w h a t  t h e  l e a s e
li
•| ,

\ m a r k e t  w i l l  b e a r ,  w o u l d n ' t  the l e s s e e  h a v e  the b e n e f i t  of a p p r e -

| c i a t i o n  as s o o n  a s  the m a r k e t  s t a r t e d  g o i n g  up  a n d  l a n d  d e v e l o p e r s  

' i n  t h r e e  m o n t h s  c a n  s t a r t  g e t t i n g  s o m e  b e n e f i t  f r o m  ( i n a u d i b l e ) ?

•i
j! A: F o r  h o w  l o n g ?  F o r  f o u r  y e a r s ,  t h r e e  y e a r s ?
I*

ji Q: W e l l ,  w o u l d n ' t  h e  h a v e  it ... w o u l d n ' t  he h a v e  it
]'
1 u n t i l  t h e  n e x t  a d j u s t m e n t  to t a k e  it b a c k  to m a r k e t  v a l u e ?
•I
,1

A: W e l l ,  g e n e r a l l y  not, b e c a u s e  his p e o p l e  t h a t  l e a s e

li
f r o m  h i m  ... L e t ' s  s a y  he b u i l d s  a b u i l d i n g  to lea s e .  O k a y ?

T h e y  w a n t  t h e i r  f i x e d  r e n t  as l o n g  as t h e y  c a n  h a v e  it. Y o u

•I
!know.
I
,i

Q: B u t  w h a t  he v/ould g i v e  is n o t  the s a m e  c u r v e ,  I

s u p p o s e  h e  w o u l d  c h a n g e  his...
II

,1 A: H e  w o u l d  try... o b v i o u s l y  he w o u l d  t r y  to p a s s
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J

t h r o u g h  t h e  i n c r e a s e s  t h a t  h e  c o u l d .
ij

Q: If h e  d i d  h a v e  a n y b o d y  on  t h e  p r o p e r t y  he w o u l d  b e
i
I
g e t t i n g  t h e  b e n e f i t  o f  l e a s i n g  l a n d  a t  l e s s  t h a n  t h e  a c t u a l

,1 l e a s e h o l d  i n t e r e s t  f o r  at  l e a s t  f o u r  y e a r s ,  I p r e s u m e .
li

A: He, h e  m i g h t .  H e  m i g h t ,  i f  h e  c o r  ,d. It d e p e n d s

o n  h i s  t e r m s .  Y o u  k n o w ,  a p e r s o n  in 1 9 70, 71 o r  74 c o u l d  h a v e

m a d e  t e r m s  f o r  a t e n - y e a r  l e a s e ,  n o t  t h i n k i n g  t h e r e  w a s  g o i n g  t o

b e  a b i g  i n c r e a s e  in  r e n t a l .  A n d  h e ' s  l o c k e d  in. I m e a n ,  h e ' s

d e a d .

Q: W e l l ,  l e t ' s  s a y  i t 's, ah, l e t ' s . . .

A: A n d  h e  c a n ' t  r e n e g o t i a t e  t h e s e .

Q: L e t ' s  l o o k  a t  t h e  s t a t e  lease. W o u l d ,  w o u l d n ' t

t h e r e  be  f o r  e v e r y  f i v e  y e a r s  ... i t ' s  a 5 5 - y e a r  l e a s e ,  a n d  e v e r y

Ij
,j f i v e  y e a r s  it c o m e s  i n t o  t h e  m a r k e t  ( i n a u d i b l e )  .
i

A: R i g h t .

'I
Q: T h e n ,  if the m a r k e t  c o n t i n u e s  t o  go  up as it has,

i w o u l d  h e  b e  r e n t i n g  for at l e a s t  f o u r  y e a r s  b e l o w  t h e  m a r k e t

|l
.rate; and, so, w o u l d n ' t  t h a t  be  a f a v o r a b l e  d e a l  f o r  h i m ?
i
I*
:| A: No. No, no. Oh, I d o n ' t  t h i n k  so n e c e s s a r i l y .
•i|i ,
,J In o t h e r  w o r d s ,  l e t ' s  s a y  h e  m a d e  a l e a s e  in '74 f o r  t e n  y e a r s .

'I H e  a g r e e d  to.
t

,1 Q: B u t  l e t ' s  s a y  i t ' s  ( i n a u d i b l e ) ,  a n d  e v e r y  five

ij
'y e a r s ...

■i
A: W e l l ,  no. I ' m  t a l k i n '  a b o u t  t h e  o w n e r  of  the

I

building. In o t h e r  w o r d s ,  o n e  m e a s u r e  of  m a r k e t  v a l u e  to h i m  is

il
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| w h a t  c a n  h e  r e n t  t h e  b u i l d i n g  o u t  at. O k a y ?  O r  r e n t  o u t  p a r t  o f
ii

!*it. H e  r e n t s  it ou t .  H e  a g r e e s  f o r  t e n  y e a r s  t o  a c e r t a i n  term.

!| T h e  s t a t e  c o m e s  in a n d  w i t h  t h i s  r a t h e r  h u g e  i n c r e a s e .  I t ' s  

s o m e t h i n g  he c a n ' t  p a s s  on. S o  w h a t . . .  I m e a n ,  w h a t ' s  the 

m a r k e t  v a l u e  to h i m ?  Y ' k n o w ,  h e  m i g h t  h a v e  a ... I h e a r d  t e s t i­

m o n y  in o n e  o f  t h e  g o v e r n o r ' s  a d  h o c  c o m m i t t e e  w o r k  ... s o m e b o d y  

ha d ,  a h  ... t h e y  w e r e  m a k i n '  m o n e y  o n  a l e a s e .  Y o u  k n o w ,  it 

d i d n ' t  s o u n d  l i k e  a n  o u t r a g e o u s  p r o f i t  f r o m  land. A n d  b e c a u s e  o f  

t h e  r e n t  i n c r e a s e  t h e y ' r e  l o s i n g  m o n e y .  A n d  t h e y ' r e  ... t h e y ' r e  

t i e d  i n t o  a b i g  t e r m .  .

Q: W e l l ,  for e x a m p l e ,  y o u  p r o b a b l y  d o . . .

A: So, i f  y o u  w e r e  g o n n a '  say, " W h a t ' s  t h e  m a r k e t

v a l u e  o f  y o u r  l e a s e ,  Mr. J o n e s ? " ,  a n d  h e  s a y s ,  " W e l l ,  it's a

;j g r e a t  d e a l ,  I ' m  o n l y  l o s i n g  $ 1 2 , 0 0 0  a y e a r . "  W h a t  a r e  y o u  g o n n a '

j!
!i p a y  h i m  for it? W h a t  a r e  y o u  g o i n g  to p a y  for a $ 1 2 , 0 0 0 - a - y e a r

jj l o s s ?  Y ' k n o w ,  the s t a t e  d o e s n ' t  r e f l e c t  t h o s e  t h i n g s  in its

<1
' a p p r a i s a l s ,  I d o n ' t  think.
i
, Q: S o u n d s  to m e  l i k e  w h a t  y o u  m i g h t  b e  s a y i n g  is

ij that, n o t  o n l y  w o u l d  y o u  fi n d  it d i f f i c u l t  to l o a n  o n  s u c h  a

jj l e a s e  t h a t  the s t a t e  has, b u t  y o u  w o u l d  ... y o u  w o u l d  p r o b a b l y  

ji n o t  b e  i n c l i n e d  to e n t e r  i n t o  s u c h  a l e a s e  a g r e e m e n t  y o u r s e l f .
I*

' A: I w o u l d  f i n d  t h a t  d i f f i c u l t ,  y e s .  I m e a n ,  r e a l i s­

t i c a l l y ,  y o u  k now, if y o u ' r e  t a l k i n g  a b o u t  b i g  p r o j e c t s — m u l t i -

'j
j m i l l i o n  d o l l a r  p r o j e c t s — boy, y o u  k n o w  t h e  l e n d e r ' s  got t a '  l o o k  /

Ij
,, a t  t h o s e  t h i n g s .
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Q: I s u r e  a p p r e c i a t e  v o u r  t e s t i m o n y  o n  t h is. I ' m
ij
i: g o n n a  h a v e  to p o i n t  a w a y  ( i n a u d i b l e )  .

•i
I A: O k a y ,  J o hn.

Q: An d ,  ah, I ’m  s u r e  t h a t  i t ' s  a l s o  b e e n  v e r y  valuable
ji
i to t h e  a d  h o c  c o m m i t t e e .  W e ' v e  b e e n . . .  S o m e  o f  t h e  t h i n g s  w e ' v e  

! b e e n  t a l k i n g  a b o u t  h a v e  h i t  s p e c i f i c  w o r d s  a n d  I w a n t  to m a k e

j s u r e  t h a t  I k n o w  y o u  m e a n t  in t h e  b e g i n n i n g  o f  y o u r  n a r r a t i v e  y o u  

l! i n d i c a t e d  t h a t  t h e  r e g u l a t i o n s  a r e  i n a d e q u a t e  d e f a u l t s ,  a n d  t h e n

;i
[ilater o n  y o u  m e n t i o n e d  p r o v i s i o n s .  A l r i g h t .  W e r e  y o u  t a l k i n g

'I a b o u t  t h e  p a r a g r a p h  in t h e  l e a s e  w h e n  y o u  s t a t e d  .. . w h e n  y o u

!
!s a i d  t h a t ?  I b e l i e v e  y o u  s a i d  that.
}

A: I ' m  r e f e r r i n g  to t h e  r e g u l a t i o n s .
I
I*

Q: A l r i g h t .  W h i c h  o n e  a r e  y o u  s p e c i f i c a l l y  t a l k i n g

i;
j, a b o u t ?
ij
!j A: L e t  m e  see w h a t  w e ' v e  g o t  in h e re. I at o n e  p o i n t

‘I
ii h a d  t h e s e  r e g u l a t i o n s  in t h i s  file, b u t  if y o u  h a v e  t h e m  I c a n
»
|l # #
:p o i n t  t h e m  o u t  to you. Y e ah, I ' v e  g o t  it. N o t  n e c e s s a r i l y  

r e a d i l y .  O k a y ,  ah, w h e n  y o u  ta l k  a b o u t  d e f a u l t s ,  if y o u  l o o k  a t

i
ill A A C  5 8 . 5 4 0 ,  t h a t ' s  w h a t  I c a l l  t h e  D L - 5 0  form, w h i c h  is th i s
I *ij
!| two s e n t e n c e  f o r m  t h a t  is s u p p o s e d  to p r o t e c t  t h e s e  s o m e w h a t  

j l a r g e  loans. M a y b e  i t ' s  r i g h t  th a t  the b a n k  a c c u s e s  m e  of w r i t i n g  

!J t o o  m u c h ,  so t h e y  l i k e  to k e e p  it c o n c i s  ;. So  m a y b e  t h e y  li k e
I

! t h a t  form, I d o n ' t  k n o w .  But, a n y h o w ,  y o u  l o o k  a t  the a s s i g n m e n t

i|
,p r o v i s i o n .  Y o u  h a v e  to u s e  th a t  form. A n d  t h a t  f o r m  to me,

i ; r e p r e s e n t i n g  l e n d e r s ,  is a d e q u a t e .  O k a y ?  I m e a n ,  I c a n  say t h a t

'|
I*
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V. 
/

*«
!|committee t h a t  ( i n a u d i b l e ) .  I r e f e r r e d  t h e m  t o  ... t h e r e ' s  a b o u t

|i
!i t h r e e  g o o d  b o o k s  o n  g r o u n d  l e a s e  p r a c t i c e ,  t h a t  I t h o u g h t  he
i

,s h o u l d  l o o k  at. T h e n  l o o k  a t  t h e  r i g h t s  o f  m o r t g a g e e  o r  l i e n -  

! h o l d e r ,  11 A A C  5 8 . 5 9 0 .  O k a y ?  A n d  n o t i c e  o f  d e f a u l t ,  11 A A C

• 5 8 . 5 7 0 .
ii
!l Q: W h a t  s p e c i f i c a l l y  a b o u t  .590, w o u l d  y o u  m a k e

l!
i r e f e r e n c e  to?
i'

A: W e l l ,  in .590 it s a y s  t h a t  in t h e  e v e n t  of  c a n c e l -

;j l a t i o n  o r  f o r f e i t u r e  o f  t h e  l e a s e ,  o k a y ?

Q: U m - h u m .

il A: T h e  h o l d e r  o f  a s u b o r t e d  m o r t g a g e ,  c o n d i t i o n a l

;j
l' a s s i g n m e n t - - I  h a v e n ' t  f i g u r e d  o u t  w h a t  t h a t  i s — o r  a c o l l a t e r a l
!lI*
' a s s i g n m e n t - - w e l l , t h e  c o l l a t e r a l  m e a n s  m o r e  t o  m e — w i l l  h a v e  the

i!
' o p t i o n  to a c q u i r e  t h e  l e a s e  o r  t h e  u n e x p i r e d  t e r m s  t h e r e o f ,

I
j s u b j e c t  to the s a m e  t e r m s  a n d  c o n d i t i o n s  as the o r i g i n a l  lease, 

j o k a y .  N u m b e r  one. A n d  s o m e  o f  t h e s e  l e a s e s  h a v e  s o m e  p e c u l i a r
I;

c o n d i t i o n s  in 'em. I d o n ' t  k n o w  w h e t h e r  t h e y  d o  in the I n d u s t r i a l
lii
/ S u b d i v i s i o n ,  b u t  t h e  l e n d e r  c o m e s  in, a n d  a l e n d e r  r e a l l y  c a n  

'j c u r e  t h i n g s  w i t h  m o n e y .  I m e a n ,  y o u  k n o w ,  t h a t ' s  o n e  t h i n g  

g e n e r a l l y  a l e n d e r  has, is m o n e y .  But, if t h e  l e s s e e  w a s  s u p p o s e d

il
to d o  s o m e t h i n g  t h a t  h a s  to b e  c u r e d ,  ah, t h e n . . .  L e t ' s  s a y  he

'j

.do e s .  In o t h e r  w o r d s ,  h e  h a s  to a s s u m e  the o b l i g a t i o n s  of theII
•i
!i l e s s e e .  T h a t ' s  d i f f i c u l t ,  n u m b e r  one. W h a t  I c a l l  " n o n - m o n e t a r y
r

d e f a u l t s ."
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If the o b l i g a t i o n s  a r e  m o r e  t h a n  p a y i n g  m o n e y .  

Right.

If, for e x a m p l e ,  y o u ' r e  t h i n k i n g  o f  s o m e t h i n g

s p e c i f i c .

A: W e l l ,  l e t ' s  m a k e  it l i k e  if y o u  h a d  to p u t  in

s e w e r s ,  a n d  y o u  h a d n ' t  p u t  in s e w e r s .  Or, he w a s  s u p p o s e d  t o  

b u i l d  s o m e t h i n g  f o r  t h e  s t a t e  o r  p u t  in a b e a c o n .  He h a s n ' t  d o n e  

t h o s e  t h i n g s .  And, y o u  k n o w ,  one, c a n  h e  do t h e m ?  Is he  c a p a b l e  

o f  d o i n g  t h e m ?  I g a t h e r  s o m e  o f  t h e — I ' m  n o t  t a l k i n g  a b o u t  the 

I n d u s t r i a l  S u b d i v i s i o n ,  b u t  s o m e  o t h e r  l e a s e s  t h a t  I' v e  h e a r d  

a b o u t - - h a v e  s o m e  p e c u l i a r  p r o v i s i o n s .  I m e a n  t h e y ' r e  p e c u l i a r  in 

t h e  s e n s e  t h a t  t h e y ' r e  p a r t i c u l a r  to a c e r t a i n  p r o j e c t  b u t  n o t  

g e n e r a l l y  a p p l i c a b l e .  So, y o u ' v e  g o t t a '  c o m p l y  w i t h  th o s e .  So, 

a n y h o w - - a n d  I ' m  n o t  s u r e  h o w  the s t a t e  d o e s  a l l  this, I ' v e  never.. 

I d o n ' t  t h i n k  t h e y ' v e  r e a l l y  t h o u g h t  it t h r o u g h .  But, y o u  g o  

b a c k  to 11 A A C  5 8 . 5 6 0 ,  y o u  c a n  c a n c e l  it, b a s i c a l l y ,  on 30 days' 

n o t i c e .  O k a y ?  A n d  l e t ' s  s a y  o n e  o f  t h e  t h i n g s  t h a t  y o u ' r e  

c a n c e l l i n g  for is t h e  i n p u t  i n t o  s e w e r s .  W e l l . . .

Q: But d o e s  it s a y  m u t u a l  ... d o e s n ' t  it s a y  m u t u a l

in t h i s  a g r e e m e n t ?  It c a n ' t  be u n i l a t e r a l  t h e n  at all, c a n  it?

A: W e l l ,  for a d e f a u l t — I ' m  t a l k i n g  a b o u t  a d e f a u l t —

t he g u y  is d e f a u l t e d .  H e  w a s  s u p p o s e d  to p u t  in s e w e r s  by J u l y  

1, 19 7 6  a n d  d i d n ' t  p u t  it in; we  g o t  t h e  loan; y o u  t r y  tc c a n c e l  

it. O k a y .  Y o u  c a n c e l  it in the m i d d l e  o f  the w i n t e r ;  he says, 

"Well, I h a d  t r o u b l e  w i t h  t h e  b o r o u g h ,  e t c . ,  g i v e  m o  so m e  m o r e
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t i m e . "  Y o u  g i v e  h i m  s o m e  m o r e  time. T h e  l e n d e r  d o e s n ' t  k n o w .  I 

m e a n ,  h e  c a n ’t c o m e  i n  to r e a l l y  t a k e  o v e r  if y o u  r e a d  l i t e r a l l y  

.590. " C a u s e  y o u  c a n  ... the l e n d e r  c a n  o n l y  c o m e  in a n d  a s s u m e  

t h a t  l e a s e  if y o u  c a n c e l  it. Y o u  n e v e r  c a n c e l ,  t h a t  c r e a t e s  a n  

a m b i g u i t y  t h a t  I t h i n k  is u n n e c e s s a r y .  So, w h a t  I t r y  to  w r i t e  

i n t o  m y  a s s i g n m e n t  f o r m s  is a p r o v i s i o n  t a l k i n g  a b o u t  w h a t  h a p p e n s  

if w e  t a k e  o v e r  b y  r e a s o n  of  f o r e c l o s u r e ,  j u d i c i a l  o r  n o n - j u d i c i a l  

O k a y ?  In o t h e r  w o r d s ,  t h e  r e a l i t y  of t h e  l e n d i n g  i n d u s t r y  is w e  

c o m e  in on  f o r e c l o s u r e ,  n o t  w h e n  y o u  c a n c e l  t h e  le a s e .  A n d  y o u  

d o n ' t — I ' m  s a y i n g  yo u ,  b u t  I m e a n  t h e  S t a t e  o f  A l a s k a — n e v e r  

d r e s s e s  c h a t  q u e s t i o n .

Q: Is f o r f e i t u r e  ... it s a y s  f o r f e i t u r e ,  t o o  ... is

t h a t  c l o s e r  to d e f a u l t  t h a n  ...

A: Wi. es f o r f e i t u r e  m e a n ?  I m e a n ,  I d o n ' t  k n o w

w h a t . . .  T h e  w o r d  c a n c e l l a t i o n  I u n d e r s t a n d .  But, if y o u  c a n c e l l e  

a n d  f o r f e i t e d  t h e  lea s e ,  h o w  c a n  y o u  t e l l  m e  t o  a s s u m e  a l e a s e  

t h a t ' s  n o t  in e x i s t e n c e ?  I m e a n  t h a t  ... it ' s  ... t h e  l a n g u a g e  

i s n ' t  e v e n  a c c u r a t e .  H o w  can y o u  a s s u m e  y o u  c a n c e l l e d  ...
<

Q: W e l l  y o u  h a v e  a c q u i r e d .  L e t ' s  s a y  y o u ' v e  a c q u i r e d

the l e a s e ,  so y o u  a c q u i r e d . . .  I m e a n ,  w h a t e v e r  h a p p e n s  t h a t  

l e a s e  g o e s  b a c k  to t h e  st a t e ,  w o u l d n ' t  y o u  t h i n k  t h a t  t h e n  y o u  

h a v e  a r i g h t  to a c q u i r e  t h a t  le a s e .  D o e s n ' t  t h a t . . .  W h o  h a s  it, 

t h e n ?  D o e s n ' t . . .  It s a y s  y o u  h a v e  t h e  r i g h t  to a c q u i r e . . .  

( I n a u d i b l e . )

A: I t h i n k  w e  c o u l d  a g r e e  t h a t  the w o r d s  c o u l d  b e
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m o r e  p r e c i s e ,  w i t h o u t  a r g u i n g  t h e  p o i n t .

Q: As  f a r  a s  c u r i n g  t h e  d e f a u l t ,  o n e  o f  t h e  t h i n g s

t h a t  is r e q u i r e d  o f  a l l  l e a s e s  in . 5 1 0 — 5 8 . 5 1 0 ?

A: U m - h u m .

Q: Is o n  u s e  u t i l i z a t i o n .  A n d ,  t h e r e  it s a y s  t h a t

f a i l u r e  t o  m a k e  s u b s t a n t i a l  u s e  o f  t h e  l a n d  ( i n a u d i b l e )  w i t h i n  

f i v e  y e a r s  s h a l l ,  o n  d i s c r e t i o n ,  c o n s t i t u t e  c a n c e l l a t i o n .

A: Urn- hum.

Q: I p r e s u m e  i f  y o u  l o s e  ... if y o u  d i d  l e n d  m o n e y ,

t h o u g h ,  y o u  w o u l d  m a k e  s u r e  t h a t  t h e r e  w a s  ... it w a s  g o i n g  to be  

u s e d  for the p u r p o s e  t h a t  it w a s  a p p l i e d  so t h a t ,  a t  l e a s t  as f a r  

as A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  is c o n c e r n e d  h e r e ,  h a v e  y o u  e v e r  

b e e n  c o n c e r n e d  w i t h  a n y t h i n g  o t h e r  t h a n  p a y m e n t  o f  m o n e y  f o r  a 

• • •

A: Y e s ,  in f a c t  w e  w e r e  c o n c e r n e d  w i t h  t h a t  w i t h  t h e

P e n l a n d  d e v e l o p m e n t ,  a n d  I w a s  s u p p o s e d  to  ...

Q: W e l l ,  I k n o w  t h at, b u t  I w a s  j u s t  w a n t i n g  to t a l k

a b o u t  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n .

A: No. O k a y ,  w e l l  I...

Q: Y o u  h a v e  b e e n  c o n c e r n e d  a b o u t . . .

A: I t ' s  t h e  s a m e  k i n d  o f  p r o b l e m .  L e t  m e  e x p l a i n  the

p r o b l e m .  Ah, the l a n d  o u t  t h e r e  m i g h t  h a v e  c e r t a i n  z o n i n g  r e s t r i c­

tions  o r  u t i l i z a t i o n  r e s t r i c t i o n s .  In o t h e r  w o r d s ,  a p a r t  f r o m  

the s t a t e  t h e r e  m i g h t  b e  s o m e  z o n i n g  o r  s o m e  o t h e r  r e s t r i c t i o n s  

p l a c e d  o n  the land. A n o t h e r  p r o b l e m  w e ' v e  had, l i k e  w i t h  the
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ii

P e n l a n d  l e a s e  ... t h e r e ' s  n o  p r o v i s i o n  f o r  t h e  g r o u n d  l e s s o r  to 

f i l e  a n  e s t o p p e l  a g r e e m e n t ,  a l t h o u g h  I a l w a y s  r e q u i r e  it. I 

w r i t e  it i n t o  t h e  g r o u n d  le a s e .  I s a i d  in g r a n t i n g  a n d  a p p r o v i n g  

t h i s  a s s i g n m e n t  t h e  S t a t e  o f  A l a s k a  s a y s  t h e r e  a r e  n o  k n o w n  

d e f a u l t s .  Y o u  k n o w ,  t h a t ' s  t h e  o n l y  p r u d e n t  t h i n g  t o  do, is m a k e  

t h e m  c o m m i t  t h e m s e l v e s  in w r i t i n g  t h a t  t h e r e  a r e n ' t  any. A n d  I 

t e l l  ' e m  t o  go  a h e a d  a n d  c h e c k  it, too. “C a u s e  w e  d o n ' t  w a n t a '  

m a k e  t h e  l o a n  if t h e r e ' s  d e f a u l t s .  A n d  o b v i o u s l y  w e  d o n ' t  w a n t  

t h e  s t a t e ,  the d a y  w e  f u n d  a t w o  o r  t h r e e  m i l l i o n  d o l l a r  l oan, t o

c o m e  b a c k  a n d  say, " W e ' r e  c a n c e l l i n g  t h e  l e a s e . "  Y ' k n o w .

Q: A r e  y o u  a w a r e  at t h i s  t i m e  o f  a n y  p e r m a n e n t  a c t i o n

r e q u i r e d  o f  a n y  l e s s e e  o n  a p a r c e l  of  A l a s k a  I n d u s t r i a l  Subdivision 

l e a s e  ( i n a u d i b l e ) .

A: I'm n o t  a w a r e  o f  any. I ' m  j u s t  s u g g e s t i n g  t h a t

t h a t ' s  a p r o b l e m  a n d  c a n  b e  a p r o b l e m .  In o t h e r  w o r d s ,  w h e n  I 

g e t  a l o a n  p a c k a g e  f r o m  the b a nk, the b a n k  s a y s ,  " W e ' r e  g o i n g  to 

m a k e  X l o a n  on th i s  p r o p e r t y ,  y o u  p u t  t h e  p a p e r w o r k  t o g e t h e r . "

S o  I, y ' k n o w ,  I ' l l  g o  o v e r  t o  t h e  s t a t e  l e a s e  f i l e  a n d  r e a d  it 

a n d  t a l k  t o  the s t a t e  l e a s e  p e o p l e ,  y ' k n o w  t h e  a d m i n i s t r a t o r s  o f  

the p r o g r a m  a n d  say, "Do y o u  k n o w  o f  a n y t h i n g  w r o n g , "  a n d  " W h a t ' s  

y o u r  v i e w  o f  the p r o j e c t ? "  and, y ' k n o w ,  c h e c k  w i t h  the b o r o u g h ,  

o r  t h e  m u n i c i p a l i t y ,  now.

Q: I r e a l l y  d i d n ' t  u n d e r s t a n d  t h a t  w h e n  y o u  f i r s t

e x p l a i n e d ,  I t h i n k  I d o  now.

A: O k a y .
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Q: O n e  o t h e r  t h i n g  r e l a t e d  t o  t h a t  w h i c h  y o u  m e n t i o n e d

is p r e f e r e n c e  a n d  a s s i g n m e n t  l e a s e  f o r m  t h a t  is r e q u i r e d  to b e  

u s e d  ... a n d  y o u  u s e d  t h e  w o r d s  r e q u i r e d  to u s e  ... a n d  t h e n  

l o o k i n g  at .540, it d o e s  s a y  t h a t  a p p l i c a t i o n  f o r  a s s i g n m e n t

s h a l l  b e  m a d e  in w r i t i n g  to t h e  d i r e c t o r  o n  f o r m s  w i t h  t h e  a s s i g n­

m e n t  o f  l e a s e  o r  a t t a c h  a c o p y  t h e r e o f .  N o w  y o u  h a v e  i n d i c a t e d  

t h a t  y o u  h a v e  p r e p a r e d  a b e t t e r  a s s i g n m e n t  a n d  h a v e  h a d  th a t  

a p p r o v e d . ..

A: I ' m  n o t  s a y i n g  i t ' s  b e t t e r ,  b u t  at  l e a s t . . .

Q: No, no, w e l l  .1 m e a n  l o n g e r . . .

A: It w a s  l o n g e r .

Q: It w a s  m o r e  s a t i s f a c t o r y  to y o u ?

A: Yes. M o r e  c o n f o r t a b l e ,  a t  l e a s t . . .

Q: D o e s n ' t  t h a t  s e e m  to  i n d i c a t e  t h a t  t h i s  D L - 5 0 ,

a l t h o u g h  i t ' s  c a l l e d  an a s s i g n m e n t  of l e a s e  is an a p p l i c a t i o n  f o r  

t h e  a s s i g n m e n t ;  and, if i t ' s  a p p r o v e d  it s h o u l d  r e f e r e n c e  s o m e­

th i n g  e l s e ,  s u c h  as y o u  o r  a p r i v a t e  a t t o r n e y  m i g h t  p r e p a r e  to 

m a k e  i t  a b e t t e r  c o l l a t e r a l  a s s i g n m e n t  for t h a t...

A: If y o u ' d  r e v i e w  the f i l e s  t h a t  the l e n d e r s  h a v e

f i l e d  y o u ' d  f i n d  a v a r i e t y  o f  a t t e m p t s  to s o l v e  t h i s  p r o b l e m .

A n d  t h e y  vary. I m e a n ,  e a c h  b a n k  has b e e n  d i f f e r e n t .  A l l  I ' m  

t r y i n g  to  p o i n t  o u t  y o u  is t h a t  t h a t — if y o u  r e a d  t h a t  r e g u l a t i o n  

l i t e r a l l y  I s u p p o s e  y o u  c o u l d  r e a d  t h a t ' s  all y o u  c o u l d  e v e r  h a v e  

in t h e r e .  I ' v e  r e a d  it a n d  a d d  t h i n g s  t h a t  a r e n ' t  o t h e r w i s e  

c o v e r e d  in here. An d ,  a l l  I ' v e  a d v o c a t e d  to t h e  G o v e r n o r ' s
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C o m m i t t e e ,  a n d  m a y b e  e v e n  t h i s  p a n e l ,  is t h a t  t h e r e  h a s  to be

I' . . ' ,
•j s o m e  f l e x i b i l i t y  in t h e r e  to m a k e  w h a t  w e  c a l l  in l e n d i n g  m a k e

'j
j! the l e a s e  b a n k a b l e .
ij

Q :’ T h e r e  w a s . . .  A t  l e a s t  y o u  w e r e  a b l e  t o  p e r s u a d e  

I; ... coi r e c t e d  t h e r e  w a s  e n o u g h  f l e x i b i l i t y  to m a k e  y o u r  (inaudible

A: W e l l  t h e y ,  y ' k n o w ,  y o u  g i v e  'em t o  them, y o u  d o n ' t

I a r g u e  w i t h  them. Y o u  say, " T h i s  is w h a t  w e  n e e d  to m a k e  the 

loan, y o u  s i g n  it . "  I f  t h e y  s i g n  i t  I f i g u r e  t h e y ’re b o u n d  b y

it. But, y o u  k n o w ,  I r e c o g n i z e  a n d  a d v i s e  t h e  c l i e n t s ,  w e l l ,

t h e y  c a n  a r g u e  t h e  o t h e r  wa y .  T h e  b i g  t h i n g  in a n y  r e a l  e s t a t e  

jj t r a n s a c t i o n — I t h i n k  a n y  a t t o r n e y  w h o  d o e s  a lot of  i t  w i l l  t e l l

y o u — a n d  t h i s  h a s  b e e n  a b i g  p r o b l e m  in A l a s k a .  W e  h a v e  absolutely

!|
j n o  c e r t a i n t y  in o u r  l a w  o r  o u r  p r o c e d u r e s  o r  o u r  p r a c t i c e s .  Y o u
j,
, know. A n d  t h a t ' s  w h a t  h u r t s  A l a s k a n s .  W e  p a y  a n  e x t r a  p e n n y ,  I 

m e a n  an e x t r a  p o i n t  i n  i n t e r e s t — n o t  s o l e l y  b e c a u s e  o f  t h at, p a r t  

o f  it is o u r  i s o l a t i o n .  B u t  l e n d e r s  h a v e  t o l d  m e  o u t s i d e  of t h i s  

I state. "L o o k i t .  W e ' r e  f i f t e e n  h u n d r e d  m i l e s  a w a y  f r o m  you,
ij

w e ' r e  b a s e d  in S e a t t l e - - l ' m  t a l k i n g  a b o u t  s o m e  f t h e s e  b i g  

i o n e s — — a n d  y o u  p e o p l e  h a v e  n o  c e r t a i n t y  in y o u r  law. A b s o l u t e l y  

!n o  c e r t a i n t y  in y o u r  l a w  o r  y o u r  p r o c e d u r e s . "
i

Q: A n d  b e c a u s e  o f  t h a t  it s h o u l d  be d e f i n e d  m o r e

i! s p e c i f i c a l l y ?

i
A: Yes. Yes, u h - h u h .  S ure. If the l e n d e r  c o m e s  in

.and he f e e l s  c o m f o r t a b l e  w i t h  y o u r  p r o c e d u r e s  a n d  p r a c t i c e s ,  

y ' k n o w .  T h e n  t h a t ' s  g o n n a '  a l l o w  d e v e l o p m e n t .  A n d  i f  he d o e s n ' t

;l
feel c o m f o r t a b l e ,  t h e n  I t h i n k  it ' s  g o i n g  t o  be c h a r g e d  to him.
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: Q: It ' s  p a s t  n o o n  a l r e a d y ,  a n d  I ' d  l i k e  t o  c o m p l e t e

Mr. H o g e ' s  e x a m i n a t i o n .  I j u s t  r e a l l y  h a v e  o n e  q u e s t i o n .  Ah,

!i
..with r e s p e c t  to, ah, t h e  r e n t a l  p r o v i s i o n s  in t h e  s t a t e  l e a s e s .

'I
,Ah, l e t ' s . . .  A n d  m o r e  p a r t i c u l a r l y  t h e  o n e ' s  t h a t  r e s u l t e d  f r o m
,i

i;the r e a p p r a i s a l  ... l e t ' s  k i n d  o f  d r a w ,  ah, m a k e  a h y p o t h e t i c a l

il >
/here. Ah, y ' k n o w ,  a s s u m e  t h a t  t h e r e  p e r h a p s  h a d  b e e n  an u n d e r -

jj
• v a l u a t i o n  f o r  the p u r p o s e  o f  t h i s  q u e s t i o n .  T h a t  in f a c t  t h e

‘I
/ r e n t a l  p a y m e n t s  w e r e  l o w e r  t h a n  t h e y  s h o u l d  h a v e  b e e n  c o n s i d e r i n g  

!t h e  s t a n d a r d s  t h a t  h a v e  b e e n  s e t  up.

I
A: Urn-hum.

Q: i.e. , a p p r a i s e d  v a l u e  b a s e d  on  the f a i r  m a r k e t

v a l u e ,  o r  a p p r a i s e d  r e n t a l  b a s e d  on fa i r  m a r k e t  value. Ah, and,
!

t h e n  a s s u m e  t h a t  t h e r e  w a s  ... t h e r e  w a s  w h a t  y o u  m i g h t  r e f e r  to
t

;as a c o r r e c t i o n  of  that, c o u p l e d  w i t h  a t r e m e n d o u s  j u m p  in r e a l
ili
i • t
e s t a t e  v a l u e s  g e n e r a l l y  in a c e r t a i n  p e r i o d  of f o u r  o r  five

■!
year s .  Ah, w o u l d  the b a n k  be q u i t e  so c o n c e r n e d  b y  t h e  d r a m a t i c

• •
, i n c r e a s e ?

A: T h e  a n s w e r  is t h a t  t h e y  w o u l d  a l w a y s  be c o n c e r n e d .

JNow, h o w  a d v e r s e  t h a t  w o u l d  be w o u l d  d e p e n d  u pon, ah, w h a t  the 

| p a r t i c u l a r  lo a n  t r a n s a c t i o n  was. If the t r a n s a c t i o n  w e r e  o n e
J

that, say t h e r e  c o u l d n ' t  be  a d r a m a t i c  i n c r e a s e  in rent necessarily.

it
In o t h e r  w o r d s ,  it d e p e n d s  o n  y o u r  lease. S o m e  o f  t h e s e  l e a s e s ,

I

I ah, l i k e  a S a f e w a y  l e a s e  o r  that. T h e  o n e s  I' v e  s een, t h e y ' v e
i

' g o t  a b a s e  r e n t  a n d  t h e y  g o  o n  p r o f i t s .  Okay. I ... I m e a n
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p e r c e n t a g e  o f  s a l e s  a n d  v o l u m e .  T h a t ,  c o u p l e d  w i t h  a d r a m a t i c

[ i n c r e a s e  of  t h e  u n d e r l y i n g  g r o u n d  l e a s e — a n d  t h a t  is a l s o  r e f l e c t -
Ii

j i v e  of  a n o t h e r  t h i n g  t h a t ' s  g o i n g  up, is t h a t  t h e  r e a l  p r o p e r t y

i|
ii t a x e s  p r e s u m a b l y  a r e  g o i n g  up. T h i s  is, I u n d e r s t a n d ,  a l t h o u g h  I'J
;g o t  i n t o  t h i s  a g a i n  w i t h  the p a r k i n g  g a r a g e .  T h e  m u n i c i p a l i t y  

h a s  a v a r i e t y  ... h a s  u s e d  a v a r i e t y  o f  m e t h o d s  ... i t ' s  n o t  

l e g a l l y  c o m m i t t e d  to o n e  o v e r  the o t h e r  ... o f  e v a l u a t i n g  t h e s e  

i|ground l e a s e  p r o j e c t s .  Y ' k n o w .  A n d  t h a t ' s  a w h o l e  ' n u t h e r  area, 

iBut, to  a n s w e r  y o u r  q u e s t i o n  d i r e c t l y ,  Mr. M i d d l e t o n ,  I t h i n k
i

[.one, yes, it is of c o n c e r n .  Two, it d e p e n d s  o n  t h e  p r o j e c t — h o w

i;
b i g  a f a c t o r  t h a t  w o u l d  be.

il

!', Q: W e l l ,  w h a t  I'm... W h a t  I ' m  g e t t i n g  at is t h e y

all, look, t h e y  j u m p e d  t h i s  r e n t a l  p a y m e n t  six, s e v e n  h u n d r e d  p e r

I #
! c e n t  and, and, G o d  k n o w s ,  t h e y ' r e  g o n n a '  d o  it e v e r y  f i v e  y e a r s .
i.

. Y ' k n o w .  W h e n  the t r u t h  of  the m a t t e r  may be, G e n t l e m e n ,  t h a t
!i
r
. t h i s  is a o n e - t i m e  t h i n g ,  r e s u l t i n g  from, y ' k n o w ,  t h e s e  t w o  o r  

t h r e e  f a c t o r s .  S p e c i f i c a l l y  a p o s s i b l e  u n d e r v a l u a t i o n .  A t r e m e n -  

d o u s  j u m p  in real e s t a t e  p r i c e s ,  y ' k n o w .  In o t h e r  w o r d s ,  an
• I

i n c r e a s e  in ... of  t h e  m a r k e t  va l u e .  A n d  th a t  in f i v e  y e a r s  y o u

m a y  s e e  ... y o u  m a y  see a r e v e r s i o n  to t h e  t r e n d  t h a t — y o u  w e r e n ' t
lI
; h e r e - b u t  the e a r l i e r  t r e n d  in the r e n t a l  a d j u s t m e n t s  w a s  ... w a s

I
[ s u b s t a n t i a l ,  b u t  n o t  in the n e i g h b o r h o o d  o f  s i x  o r  s e v e n  h u n d r e d

'
(p e r  cent. It w a s  m a y b e  f i f t y  p e r  c e n t  o v e r  five y e a r s  o r  s o m e­

thi n g  like that. P e o p l e  f e l t  t h e y  c o u l d  l i v e  w i t h  it.

A: O b v i o u s l y  t h a t ' s  a j u d g m e n t  thing, b u t  I j u s t
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r e m e m b e r  r e a d i n g  in the A l a s k a  L a n d  L i n e s ,  p u t  o u t  b y  the D i v i s i o nij
,‘of L a n d s — a v e r y  g o o d  p u b l i c a t i o n ,  I r e c o m m e n d  t h a t  e v e r y b o d y  g e t
I

" i t — but, th e y  w e r e  t a l k i n g  a b o u t  t h e  s p e e c h  o f  t h e  g o v e r n o r  g a v e

i; r e c e n t l y .  And, I d o n ' t  h a v e  t h e  c o r r e c t  f i g u r e s ,  b u t  he w a s

ij
jj p o i n t i n g  o u t  t h a t  of  a l l  t h e  l a n d  in A l a s k a  m a y b e  o n e  p e r  c e n t  is

il in p r i v a t e  o w n e r s h i p .  A n d  t h e n ,  I d o n ' t  k n o w  w h a t  s m a l l  p e r  c e n t

ji
.is in A n c h o r a g e .  Y o u  know. A n d  t h e  t r e n d  t h a t  I s e e  in A n c h o r a g e
ij

jl is e v e r y b o d y  w a n t s  t o  l i v e  in A n c h o r a g e .  M a y b e  p e o p l e  w a n t  t o  

1 l i v e  in the c a p i t o l  a n d  t h e  v a l l e y .  O b v i o u s l y ,  t h e i a ' s  m o r ei
j d e v e l o p m e n t  in t h a t  area. But, I d o n ' t  ... I g u e s s  I d o n ' t  s e e

it
'i t h e  t r e n d  t h a t  y o u  m i g h t  see, b u t  y o u  m a y  b e  ri g h t ,  y ' k n o w .  T h a tjj
, it m a y  n o r m a l i z e  out. M a y b e  p e o p l e  w i l l  m o v e  t o  t h e  o t h e r  s i d e
I;

o f  t h e  i n l e t  a n d  d e v e l o p  t h e i r  w a r e h o u s e s  in o t h e r  p l a c e s .  B u t  I 

d o n  ' t k n o w  t h a t .iiI

Q: W e l l ,  I'm j u s t  c o n c e r n e d  t h a t  m a y b e  t h e  b a n k  a n d

l'
j| the l e n d e r s  . .. the b a n k s  a n d  the l e n d e r s  a r e  s a y i n g  ... are 

g e t t i n g  n e r v o u s  a b o u t  a s i x  o r  s e v e n  h u n d r e d  p e r  c e n t  i n c r e a s e

I
t h a t  m a y  n o t  be r e a l l y  s o m e t h i n g  t h a t  c a n  be p r o j e c t e d  as a 

trend. A n d  t h e y  m a y  g e t  all n e r v o u s  a b o u t  this. O b v i o u s l y ,
jl

' y ' k n o w ,  the p r o v i s i o n s  of the l e a s e  a r e  th e r e .
,i

A: Yeah.
;i

' Q: A n d  t h e y ' r e  c o n c e r n e d  a b o u t  that. But, is it
.'I

s i m p l y  b e c a u s e  th i s  o n e  t i me, y o u  k now, w e ' v e  s e e n  a r e a l l y  v e ry,
i

v e r y  d r a m a t i c  i n c r e a s e ?
!l

A: W e l l ,  th a t  c o u l d  o b v i o u s l y  be. B u t  it is, y ' k n o w ,
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I

p a r t  o f  a l l  o f  t h i s  is in A l a s k a — a n d  I t h i n k  t h i s  m a y  h a v e  c o m e  

o u t  at t h e  q o v e r n o r ' s  c o m m i t t e e  t h e  d a y  I w a s  t h e r e — y ' k n o w  w e  

J a c c e p t e d  ... I ' m  s u r e  b a n k s  m a d e  l o a n s  o n  t h e s e  g r o u n d  l e a s e s  a n d
I
I
i,never q u e s t i o n e d  t h em. T h e y  j u s t  ... t h i n g s  w e n t  along. T h e
iil
i r e n t a l  i n c r e a s e s  w e r e  a l w a y s  m o d e r a t e ,  a n d  y o u  j u s t  a c c e p t e d  t h a t

i as a w a y  o f  life. N o w ,  I t h i n k  w i t h  t h e  P e n n e y  m a t t e r ,  t h e  

^ T e a m s t e r s  m a t t e r ,  t h i s  m a t t e r ,  a n d  t h e  g e n e r a l  i n c r e a s e d  v a l u e ,  

i y ' k n o w ,  y o u ' v e  a w a k e n e d  t h e  l e n d e r s  a n d  say, "Oh, w e ' r e  n o t

go n n a '  g e t  in t h a t . "  Y ' k n o w ,  w h e t h e r  i t i s  g o n n a '  g o  up  o r  n o t ,

;;b e c a u s e  y o u ' v e  g o t t a '  say, "God, it w e n t  up  s i x  h u n d r e d  p e r  c e n t
j|
|‘t h i s  t i m e ,  is it g o n n a '  g o  s i x  h u n d r e d  p e r  c e n t  a g a i n ? "  A n d
il

.I' v e ,  y ' k n o w  ... I d o n ' t  k n o w  t h a t  t h a t ' s  g o n n a '  a l w a y s  h a p p e n .  

God, I h o p e  not. I r e a l l y  do. But, ah, y ' k n o w  t h e  l e n d e r s  g o t t a
‘I

j be s a y i n g ,  " W h a t  k i n d  o f  p e o p l e  a r e  w e  d e a l i n g  w i t h ? "  Y ' k n o w .

ii
1 If t h e y  c a n  a l w a y s  c h a n g e  t h e  r u l e s ,  t h e n  y o u ' v e  t a k e n  o u t  of

'I
l e n d i n g - - a t  l e a s t  on s t a t e  g r o u n d  l a n d — the c e r t a i n t y  t h a t  y o u  

n eed. E s p e c i a l l y  w h e n  i t ' s  u n s u b o r d i n a t e d .  T h a t ' s  w h a t  r e a l l y
I

h u r t s  t h e  l e n d e r s .  If it w a s  s u b o r d i n a t e d ,  t h en, y ' k n o w ,  the 

l e n d e r . . .  T h e  l e n d e r  w i l l  a l w a y s  k n o w  h e ' l l  g e t  his p r o j e c t  b a c k
<j
!| if t h e  s t a t e  e v e r  p u s h e s  t o o  h a r d  o n  t h e  r e n t s .  But, w h e n  he

;l
j! d o e s n ' t  h a v e  t h a t  s u b o r d i n a t i o n ,  t h a t  ... t h a t ' s  w h e r e  h e ' s
i
i g o t t a '  r e a l l y  h a v e  c e r t a i n t y .  H e ' s  g o t t a '  k n o w  w h a t  h i s  r e l a t i o n­
al

'! s h i p  is.
j

Q: A l r i g h t ,  I d o n ' t  h a v e  a n y  m o r e  q u e s t i o n s .
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! B Y  C L I F F O R D  G R O H ,  A T T O R N E Y  R E P R E S E N T I N G  I N D I V I D U A L  L E A S E H O L D E R
il

Q: V e r y ,  v e r y  q u i c k l y  I w o u l d  l i k e  ( i n a u d i b l e )  . But,

'!
jMr. H o g e ,  t h e r e ' s  s o m e  d i s c u s s i o n  b y  t h e  A t t o r n e y  G e n e r a l  a b o u t
l

{the b e n e f i t  o f  the a p p r e c i a t i o n  t h e  l e s s e e  h a s  b e c a u s e  t h e r e ' s
i

jbeen a n  a p p r a i s a l  a n d  t h e n  t h e r e ' s  n o t  a n o t h e r  r e a p p r a i s a l  f o r

il
'[five y e a r s ,  t h e r e ' s  a b e n e f i t  t o  t h e  l e s s e e  i n  s o m e  f a s h i o n .  B u t

'j
.!t h e r e ' s  r e a l l y  n o t h i n g  the l e s s e e  c a n  d o  w i t h  t h a t  a p p r e c i a t i o n ,

ii
j is t h e r e ?

A: No, I ... I... In t e r m s  o f  a f i v e - y e a r  t e r m ,

Ij
j t h e r e ' s  n o t  e n o u g h  ... t h e r e ' s  n o t  e n o u g h  t i m e  t o  g e t  a n y  b e n e f i t  

''out o f  it.

ii
ij Q: W e l l ,  he  c a n ' t  s e l l  it. H e  c a n ' t  b u y  it. H e  c a n

j»
A !e n d e a v o r  to r e n e g o t i a t e  h i s  l e a s e ,  if h e ' s  s u c c e s s f u l  in d o i n g
^ i;

1 so, b u t  as y o u  a n d  I k n o w  i t ' s  a v e r y  d i f f i c u l t  p r o p o s i t i o n .

ir
A: It is d i f f i c u l t .

'I . . .
Q: O k a y .  No w ,  t h e r e  h a s  b e e n  s o m e  c o n f u s i o n  i n  t h i s

;l
i! h e a r i n g  a m o n g  s o m e  o f  us a b o u t  t h e  b a s i c  d i f f e r e n c e  b e t w e e n  a
•i
^ s u b o r d i n a t i o n  a n d  a s o - c a l l e d  c o l l a t e r a l  a s s i g n m e n t .  A n d  l e t ' s
■I

,, y o u  a n d  I see if w e  c a n  s t r a i g h t e n  t h i s  up. O k a y .  In a s u b o r d i n­

a t i o n ,  w h a t  r e a l l y  h a p p e n s  is t h e  l e s s o r  a g r e e s  t h a t  t h e  l e n d e r
jj
imay h a v e  the fee if t h e  l e s s e e  d e f a u l t s .  Is t h a t  c o r r e c t ?

! A: T h a t ' s  right.
i

j Q: O k a y .  N o w  in an  a s s i g n m e n t ,  o r  a s o - c a l l e d  " c o l l a t ­

e r a l "  a s s i g n m e n t ,  all t h a t  r e a l l y  h a p p e n s  is t h a t  the l e s s e e  

a s s i g n s  to his l e n d e r  h i s  ... g i v e s  the l e n d e r  t h e  r i g h t  t o  c u r e
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ithe d e f a u l t  if t h e r e ' s  a d e f a u l t ?

A:

Q:

A:

T h a t ' s  true.

A n d  t h a t  is t h e  b a s i c  d i f f e r e n c e ?

Y e ah. I t ' s  m o r e  d r a m a t i c a l l y .  In o n e  c a s e  o n

!j
,I s u b o r d i n a t i o n  t h e  l e n d e r ' s  g e t t i n g  t h e  a s s e t ,  a n d  on  an a s s i g n m e n t  

!i
h e ' s  r e a l l y  g e t t i n g  a l i a b i l i t y ,  p o t e n t i a l l y .

I
Q: R i g h t .

A: In o t h e r  w o r d s ,  t h e  p o t e n t i a l  l i a b i l i t y  is h e ' d

h a v e  t o  c u r e  t h e  d e f a u l t s ,  a s s u m e  ... p a y  t h e  r e n t  o n  t h e  g r o u n d  

lease.

Q: A n d  a n y  s u g g e s t i o n  t h a t  t h e  t w o  t h i n g s  a r e  e q u i v a -

II
!•; l e n t  j u s t  i s n ' t ,  ah, l e g a l l y  c o r r e c t ?
i;

A: No. No, t h e y  ... b o t h  in l e n d i n g  a n d  law, t h e y ' r e

l i  *
a b o u t  180 d e g r e e s  a p a r t  ... m a y b e  n o t  q u i t e  that.

B Y  MR. G I S S B E R G :

Q: W e l l ,  w o u l d  y o u  t a k e  o n e  t h a t  h a d  n o  s u b o r d i n a t i o n

a n d  n o  c o l l a t e r a l  a s s i g n m e n t ?

A: W e l l ,  y o u  w o u l d n ' t  ... I m e a n ,  y o u  w o u l d n ' t  be...

W e l l ,  I ' m  s u r e  t h e  C o n t r o l l e r  of  the C u r r e n c y  w o u l d  be p u t t i n g  

y o u  in j a i l  if y o u  evei m a d e  a l o a n  l i k e  that. I m e an, y o u ' v e  

g o t t a '  h a v e  at l e a s t  t h e  a s s i g n m e n t  o f  t h e  g r o u n d  lease, u n l e s s  

y o u ' r e  a c h a r i t a b l e  i n s t i t u t i o n ,  a n d  b a n k s ,  b e l i e v e  me, are not.

I d o n ' t  s a y  t h a t  f a c e t i o u s l y ,  t h e y ' v e  g o t t a '  m a k e  a p r o f i t .  Y o u  

d o n ' t . . .  W h a t  y o u  w o u l d  b e  d o i n g  is s a y i n g ,  h e re, I'm gonna'
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'!

l e n d  f i v e  m i l l i o n  d o l l a r s .  B u i l d  a b u i l d i n g  o n  t h i s  p r o p e r t y .

T h e  s t a t e  c o m e s  a l o n g  a n d  c a n c e l s  t h e  g o u n d  l e a s e ,  g e t s  t h e  

p r o p e r t y .  E v e n  t h o u g h  t h e y ' v e  g o t  t h i s  p e r m i s s i o n  t h a t  y o u  c a n  

m o v e  t h e  i m p r o v e m e n t  in 30 d a y s ,  b u t  y o u ' r e  n o t  g o n n a '  r e m o v e  a 

p a r k i n g  g a r a g e .  Y o u ' r e  n o t  g o n n a '  r e m o v e  a n y  k i n d  of f i v e  m i l lion 

d o l l a r  b u i l d i n g .  So, in e f f e c t ,  t h e  l e n d e r ' s  m a d e  a c h a r i t a b l e  

c o n t r i b u t i o n ,  b e c a u s e  h e ' l l  n e v e r  g e t  h i s  b u i l d i n g  b a c k ,  a n d  

h e ' l l  n e v e r  g e t  h i s  s e c u r i t y .  H e ' s  g o t t a  h a v e  a t  t h e  m i n i m a l  t h e  

c o l l a t e r a l  a s s i g n m e n t ,  a n d  m u c h  p r e f e r r e d  is l e a s e  s u b o r d i n a t i o n .  

M u c h ,  m u c h  p r e f e r r e d .

Q: C o u l d  y o u  h a v e  a s u b o r d i n a t i o n  o n  the l e a s e h o l d

i n t e r e s t .  T h a t ' s  t h e  c o l l a t e r a l  a s s i g n m e n t ?

A: No, t h a t ' s  m e a n i n g l e s s ,  b e c a u s e  y o u ' d  s t i l l  h a v e

t h e  fee i n t e r e s t .  I m e a n ,  t h a t... Y o u  c a n  h a v e - t h e r e ' s  a n o t h e r  

w o r d  for it t h a t  d o e s n ' t  c o m e  to m i n d - - a  p a r t i a l  s u b o r d i n a t i o n  

t h i n g ,  b u t  it w o u l d n ' t  be r e a l i s t i c ,  nor, I d o n ' t  t h i n k ,  a p p l i c a­

bl e  in t e r m s  of w h a t  y o u ' r e  d e a l i n g  w i t h  in s t a t e  g r o u n d  l e a ses. 

In o t h e r  w o r d s ,  the s t a t e  e i t h e r ,  y ' k n o w ,  the s t a t e  p r o b a b l y  is 

at t h i s  p o i n t  n o t  g o i n g  to s u b o r d i n a t e ?  and, if it's n o t  g o i n g  to 

s u b o r d i n a t e ,  t h e n  it h a s  to t a k e  c a r e  o f  t h e s e  o t h e r  p r o b l e m s .

Q: Is s u b o r d i n a t i o n  a l w a y s  i n c l u d e d  in c o l l a t e r a l

a s s i g n m e n t s ?

A: Ah, y e a h ,  I ' v e  d o n e  o n e  l i k e  that. "A" o w n s  the

fee. "A" l e a s e s  to "B", a d e v e l o p e r .  Ah, d e v e l o p e r  "B" l e a s e s  

to "C". W e ll, y o u  w o u l d n ' t  h a v e  it in t e r m s  of the s t a t e  g r o u n d
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'] l e a s e ,  b u t  in t h a t  s i t u a t i o n  t h e  d e v e l o p e r  w i l l  a s s i g n  h i s  t e n a n t  

jj l e a s e s  to  the b a n k  as s e c u r i t y  for t h e  loan. Ah, the g r o u n d

!; l e s s o r  m a y  s u b o r d i n a t e  to t h e  loan. Y ' k n o w ,  "A" w i l l  s u b o r d i n a t e

ij
'! t o  t h e  l e n d e r ,  a n d  "B" w i l l  a l s o  b e  a s s i g n i n g  h i s  l e a s e s ,  b u t  y o u  

jl
w o u l d n ' t  h a v e  it o n  t h e  s a m e  l e a s e ,  y o u ' d  h a v e  d i f f e r e n t  l e a s e s

M 
- j
j in  o r d e r  to a c c o m p l i s h  it.

MR. M I D D L E T O N :

Q: O k a y ,  a n y t h i n g  f u r t h e r ?  T h a n k  y o u ,  Mr. H oge.

A: O k a y ,  t h a n k  you.

I

E N D  O F  T E S T I M O N Y
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