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FOURT E E N T H  LEGISLATURE - FIRS T SESSIOLI

A  BILL

For an A c t  entitled* "An A c t  relating to leases on certain land formerly

d e s c r i b e d  ao univeraity-grant land* and providing for 

an e f f e ctive date.”

BE I T  EH A C T 3 D  B Y  THE L E G I S L A T U R E  OF T H E  STATE OF ALASKA: . - "

* Section 1. (a) A  p e r s o n  a nd the assignee of a p erson who w as a

lessee o f  univere ity-grant land on June 17, 1983, and w h o s e  lease Is

m a n a g e d  b y  L^e Department o f  Natural Resources on the effective date of
i *

this A c t  and is in good standing, n a y  apply to purchase the land a n d  r e­

quest the commissioner of n a tural resources to

(1) issue a q u i t c l a i m  deed convoying the land* or

(2) transfer the land un der a contract of sale under a S 38.-

05.065.

(b) Except as p r o v i d e d  in (c) of this section, a lessee w h o  h o l d3 a 

lease of former uni ver e i t y - g r a n t  land under A S  38.05.070 m a y  purchase the 

land for the lower, of

(1) the ap praised fair market value of the land under the lease 

as spe cified i n  A p p e n d i x  F  o f  the Settlement Agreement b e tween Che D e p a r t­

ment  o f  N a t u r a l  Resources, the Department of Revenue, the Depa r t m e n t  of

Administration, and the Unive r s i t y  of A laska a n d  its Board of Regents as

trustee for the University of Alaska as ratified in ch. 22, S L A  1983* or

(2) its appraised fair market value under the lease on June 17, 

1983, a s determined under A S  38.05.085(b).

(c) A  lessee who holds a lease of former univereity-grant land that ^  

is amended u nder A S  33.05.085(a) w a y  purchase the land for the lower o f

' 7  : * 1 -  C S H S  2 4 S ( F l n )



(1) the appraised fair market value of the land u n d e r  the lease 

as the value has been determi ned u nder Paragraph 15 of the Settlement 

Agreement between the D epartment of natural Resources, the Department of

its Board  of Regents as trustee for the Univers ity of A las ka as ratifie d in 

ch. 22, SLA 1933? or

1933, as d etermined u n d e r  A S  38.05.085(b).

(d) A  lessee w h o  h o l d s  a lease o f  former uaiversity-gru_it larid that

o f  this section subject to AS 38.05.321(a).

(e) A n  a pplicati on to p u r chase u n d e r  (b) and (c) of this section 

constitutes a relinqu ishment o f  rights under  the lease on

(£) W i t h i n  90 days a fter the effective date of this Act, the c o m m i s­

sioner o f  n a tural  resources shall advise each lessee w h o  m a y  have rights 

u nder this section of the enactment of this section.
,

(g) A  lessee o f  former u n ivaraity-gr aut land who does n o t  give the 

commissioner o f  n a t u r a l  resources n o t i c e  o f  a n  intent to pu rchase within 

180 days after rec eiving the n o tice of righto p r o vide d for in (f) of this 

section m a y  purchase  the f ormer uaiveraity -granc land for its appraised 

fair ma rket value at the time the notice of a n  intent to pu rchase is given.

(h) A  lessee q u a l ified to purchase under (b) or (c) o f  this section 

m a y  tender the commissioner an amount equal to five percent of the purchase 

price determined u n d e r  (b)(1) o r  (c)(1) of this section a n d  pur ch a s e  the 

land under AS 38.05.065.

*  Sec. 2. This Act takas effect Immediately in accordance w i t h  A S  01.- 

10.070(c).

Revenue, the Department o f  Administration, and the University of Alaska and

(2) its a ppraised fair m a r k e t  v a l u e  under the lease on June 17

is classified as agricultural land m a y  purchase the land under (b) or (c)

(1) the issuance of a q u i t c l a i m  deed by the state* or

(2) the executi on of a contract of sale under A S  38.05,065

CSHB 248(Fin) 2
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S p o n s o r :  s h n i t *  
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IN T H E  H O U S E B Y  T H E  R E S O U R C E S  C O M M I T i E E  

CS  F OR H O U S E  B I L L  NO. 24 8  (Resources)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  an  A c t  entitled: " An A c t  r e l a t i n g  to l e ases o n  c e r t a i n  land f o r m e r l y

d e s c r i b e d  as u n i v e r s i t y - g r a n t  land; a n d  p r o v i d i n g  for

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

B E  I T  E N A C T E D  B Y  T HE L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:
U hm *. <rv* fv *  cjj f-v fr axA-,j

* S e c t i o n  1. (a) p e r s o n  and t he a s s i g n e e  of a  p e r s o n  w h o  w a s  a

11 l e s s e e  o f  u n i v e r s i t y - g r a n t  l and on J u n e  17, 1983, and w h o s e  lease

12 the e f f e c t i v e  d a t e  of  this Act, m a n a g e d  b y  the D e p a r t m e n t  of  N a t u r a l  R e­fle c t i v e  d a t e  of tnis Act, 
o ffh j fo porckoM. jh£ |ojU  l 
es mayf request the commis!13 s o u r c e s  mayf request the c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  to i s s u e

14 q u i t c l a i m  d e e d  c o n v e y i n g  t he land.

15 (b) E x c e p t  as p r o v i d e d  in  (c) of  this section, a lessee w ho h o l d s  a, 

16 l e a s e  o f  f o r m e r  u n i v e r s i t y - g r a n t  lan d  u n d e r  AS  3 8 . 0 5 . 0 7 0  m a y  (purchase the

17 l a n d  f o r  the l o wer of

(1) the a p p r a i s e d  f a i r  m a r k e t  v a l u e  of the land u n d e r  th e  lease

19 as s p e c i f i e d  in A p p e n d i x  F of t he S e t t l e m e n t  A g r e e m e n t  b e t w e e n  the Depart-

2 0  m e n t  of  N a t u r a l  R e s o u r c e s ,  the D e p a r t m e n t  of  R e v e n u e ,  the D e p a r t m e n t  of

2 1  A d m i n i s t r a t i o n ,  and the U n i v e r s i t y  o f  A l a s k a  and its B o a r d  of R e g e n t s  as

22 t r u s t e e  for the U n i v e r s i t y  of A l a s k a  as r a t i f i e d  in ch. 22, SLA 1983; o r

23 (2) its a p p r a i s e d  f a i r  m a r k e t  v a l u e  on J u n e  17, 1983, as de-

2 4  t e r m i n e d  u n d e r  AS  3 8 . 0 5 . 0 8 5 ( b ) .

25 (c) A  lessee w h o  h o l d s  a l e a s e  of f o r m e r  u n i v e r s i t y - g r a n t  l a n d  that
TU. ld u <  OmJl ,

26 w a s  s u b j e c t  to r e a p p r a i s a l  u n d e r  AS 3 8 . 0 5 . 0 8 5 ( a )  m a y (purchase the land for

27 t h e  l o w e r  of 

(1) the a p p r a i s e d  f a i r  m a r k e t  v a l u e  of  the land u n d e r  th e  lease

29 as t he v a l u e  has b e e n  d e t e r m i n e d  u n d e r  P a r a g r a p h  15 of the S e t t l e m e n t

-1- CSHB 248(Res)
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1 Agreement between the Department of Natural Resources, the Department of 

Revenue, the Department of Administration, and the University of Alaska and 

its Board of Regents as trustee for the University of Alaska as ratified in 

ch. 22, SLA 1983; or

(2) its appraised fair market value under the lease on June 17, 

1983, as determined under AS 38.05.085(b).

i >  A lessee on the effective date of this Act who was a lessee on

8 June 17, 1983, and who would have been entitled to rights under former

9 AS 38.05.058 before its repeal may exercise those rights in a purchase

10 under (b) or (c) of this s e c t i o n ^

11 (e) A lessee who holds a lease of former university-grant land that

12 is classified as agricultural land may purchase the land under (b) or (c)

13 of this section subject to AS 38.05.321(a).
(t),V -  - -

(f)1A

is section subject to AS 38.05. 
tthfrl/ X  tyf) 'TKj.

(f) /The commissioner of natura
a c / -

natural resouTtfes shall advise each lessee

15 who may have rights under this section of the enactment of this section.

16 (g) A lessee of former university-grant land who does not give the

17 commissioner of natural resources notice of an intent to purchase within

18 180 days after receiving the notice of rights provided for in (f) of this
• i

19 section may purchase the former university-grant land for its appraised

20 fair market value at the time the notice of an intent to purchase is given.

21 (h) A purchase of land under this section extinguishes all rights and

22 claims arising out of the lease against the state by a lessee.

23 /  * Sec. 2. This Act takes effect immediately in accordance with AS 01.-

i )  A  U i M z  ^  ^

^  p v f c k t *  P

la*JL A ' S  3 3 -OS- b & S •

CSHB 2A8(Res) -2-
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ATTACHMENT tt l  

STATE  -  U N I V E R S I T Y  /  L E A S E S

BACKGROUND:
U n i v e r s i t y  T r u s t  L a n d s  w e r e  L e a s e d  b y  t h e  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  t h e  p e r i o d  I 960  t o  1975 ,  a s  L o n g  Te rm  5 5 y r . ,  R e n e w a b l e  
L e a s e s .  F rom  1 9 7 5 -1 9 7 7  L e s s e e s  o f  A l l  S t a t e  L a n d ,  ( M e n t a l  H e a l t h ,  
S c h o o l ,  U n i v e r s i t y ,  e t c . ) ,  w e r e  a p p e a l i n g  a b s o r b i t a n t  r e n t a l  i n c r e a s e s ,  
r e s u l t i n g  i n  t h e  L e g i s l a t u r e  p a s s i n g  New L e a s e ,  Amendment L a w s  i n  • -
1 9 7 7 , 1 9 7 8 ,  ( r e p e a l i n g  t h e  - fo rmer  D i s p o s a l / L e a s e  L a w s ) ,  p r o v i d i n g  an  
o p t i o n  t o  “ R e q u e s t  C o n v e r s i o n ,  p r i o r  t o  J a n u a r y  1, 1 9 79 “ , o-f S t a t e  
L e a s e s  i n  e f f e c t  on o r  b e f o r e  J u n e  2 3 ,  1 9 77 ,  u n d e r  t h e  “New L a w s " ;  
t h e r e b y ,  w as  t o  f o l l o w  an e x e c u t e d  L e a s e  am endm en t .  A t  t h a t  t im e  A l l  
L e a s e s  o f  S t a t e - o w n e d  l a n d ,  i n c l u d i n g  M e n t a l  H e ?a l t h ,  S c h o o l ,  
M u n i c i p a l i t y ,  e t c . ,  w e r e  a m e n d e d ,  a n d  L e a s e h o l d e r ' s  w e r e  p e r m i t t e d  t o  
b u y  t h e i r  l a n d s  a t  t h e  am ended  L e a s e  A p p r a i s a l  V a l u a t i o n .

W i t h  r a r e  e x c e p t i o n ,  b y  e a r l y  1 978 ,  U n i v e r s i t y  L a n d  L e a s t  '- • j c e  
n o t  am ended ,  e v e n  t h o u g h  t h e  L e s s e e s  f i l e d  L a w f u l  “ C o n v e r s i o n  
R e q u e s t s " }  ( n o r  a l l o w e d  t o  b e  s o l d  t o  an  a p p l i c a n t )  b e c a u s e  t h e  
U n i v e r s i t y  o b j e c t e d ,  “A t  i t s  m e e t i n g  F e b r u a r y  1 5 -1 6 ,  1978 ,  t h e  B o a r d  o f  
R e g e n t s  d e c l i n e d  t o  a p p r o v e  c o n v e r s i o n  o f  L e a s e s " ,  a l t h o u g h  d i c t a t e d  b y  
t h e  S t a t e  S t a t u t e s .

T h e  U n i v e r s i t y  f i l e d  a l a w s u i t  on A p r i l  2 3 ,  1979 v s  t h e  S t a t e ,  
“ a l l e d g i n g  m i s m a n a g e m e n t " ,  a l s o  f i l i n g  a L i s - p e n d e n s  on a l l  U n i v e r s i t y  
T r u s t  L a n d ,  ( i n c l u d i n g  L e a s e d  L a n d ,  a n d  " s o m e "  o t h e r  l a n d ,  n o t  
b e l o n g i n g  t o  t h e  U n i v e r s i t y ) .  T h e y  s o u g h t  an  i i n j u c t i o n  t o  s t o p  L e a s e  
C o n v e r s i o n s ,  ( A m e n d m e n t s ) ,  L e a s e  R e n e w a l ,  o r  a n y  D i s p o a l  t h e r e o f ,  
s e e k i n g  u l t i m a t e  m anagem en t  o f  a l l  U n i v e r s i t y  L a n d s .  T h e  S t a t e  s o u g h t  
t o  e n j o i n  t h e  L e s s e e s  a s  d e f e n d a n t s  i n  t h e  S u i t ;  B u t  f a i l e d  t o  show  t h e  

_ C o u r t  how T h i r d  P a r t y  L e s s e e ' s  w o u l d  b e  damaged,,  In  F e b r u a r y ,  1981,  
t h e  S u p rem e  C o u r t  r u l e d  t h a t  t h e  “ S t a t e ,  n o t  t h e  U n i v e r s i t y ,  owned  th  
L a n d  and  c o u l d  d i s p o s e  o f  i t  o n l y  b y  l a w ,  a n d  o n l y  t h e  L e g i s l a t u r e  
m a k e s  t h e  L a w “ .

XXX On M a r c h  11, 1 982 ,  t h e  S t a t e  a n d  U n i v e r s i t y  e n t e r e d  i n t o  a 
t e n t a t i v e ,  ( w i t h o u t  p r e d j u d i c e ) ,  “ S e t t l e m e n t  A g r e e m e n t " ,  s u b j e c t  t o  
r a t i f i c a t i o n  b y  t h e  L e g i s l a t u r e .  W h e r e b y :  C o m p e n s a t i o n  f o r  Damages  b y  
t h e  S t a t e  w o u l d  b e  p a i d ;  L e a s e s  w e r e  a g r e e d  t o  b e  b i n d i n g ,  and  
m anagem en t  w o u l d  b e  c o n t i n u e d  b y  t h e  S t a t e ,  u n t i l  t r a n s f e r  w as  
r e q u e s t e d  by  t h e  U n i v e r s i t y ;  L e a s e  C o n v e r s i o n , (Am endm en ts )  c o u l d  
f i n a l l y  be  c o m p l e t e d ;  A l l  U n i v e r s i t y  L a n d s  w o u l d  b e  c o n v e y e d  t o  t h e  
U n i v e r s i t y  b y  t h e  S t a t e ,  e x c e p t  a n y  “ u n d u l y  e n c u m b e r e d  l a n d ,  i n c l u d i n g  
a n y ‘ L e a s e ' s “ t h e  U n i v e r s i t y  e l e c t e d  n o t  t o  r e t a i n ,  w h i c h  w o u l d  b e  
r e p l a c e d  b y  o t h e r  S t a t e  l a n d .  L e g i s l a t i v e  c o n c u r r a n c e  and  t h e  
G o v e r n o r s  a p p r o v l  f i n a l l y  o c c u r r e d  on J u n e  17 ,  1983 ,  t h r u  p a s s a g e  o f  
4 1 .  D u r i n g  t h i s  t im e  L e a s e h o l d e r s  c o m p l a i n e d  t o  L e g i s l a t o r s  o f  t h e i r  
o n g o i n g  p l i g h t ,  a n d  t h e  U n v i v e r s i t y  d e c i d e d  t o  g i v e  up  A L L  L e a s e d  L a n d  

• t o  t h e  S t a t e ,  an d  t o  s p e e d  up  t h e  s c h e d u l e  o f  r e c o n v e y a n c e  o f  L e a s e s *  
T h r u  a l l  t h i s  t i m e  t h e  L i s - p e n d e n s  h a s  r e m a i n e d ,  u n t i l  t h e  f i n a l  
r e c o n v e y a n c e .  ,



XXJC I n  t h e  m e a n t im e ,  f o l l o w i n g  t> “  M a r c h  11,  1982 ,  t e n t a t i v e  
' " S e t t l e m e n t  A g r e e m e n t " ,  t h e  D i v i s i o n  o f  L a n d s  s t a r t e d  p r o c e s s i n g  
U n i v e r s i t y  L e a s e  ( A m e n d m e n t s ) ,  w h i c h  s t i l l  r e m a i n e d  u n e x e c u t e d  b y  t h e  
L e s s o r  a n d  L e s s e e ,  s u b s e q u e n t  t o  t h e  " C o n v e r s i o n  R e q u e s t "  A g r e e m e n t  ( t o  
A m e n d ) , p r e v i o u s l y  e n t e r e d  i n t o  b y  t h e  L e s s e e  a n d  t h e  S t a t e  p r i o r  t o  
1 - 1 - 7 9 .  T h e  o l d  1 9 7 7 , 1 9 7 8  p a p e r w o r k  w as  d u g  o u t ,  c o m p l e t e l y  i g n o r i n g  a 
L e a s e  C o n v e r s i o n  Amendment  t o  t h e  1 9 7 7 , 1 9 7 8  L e a s e  C o n v e r s i o n  L a w s  
e n a c t e d  i n  1981 ,  ( S L A  113 ,  S e c . 4 4 . ) ,  and  made e f f e c t i v e  r e t r o a c t i v l y  t o  
J u l y  18,  1978 .  THREE  d i f f e r e n t  C o n v e r s i o n  Law p r o v i s i o n s  c o u l d  now 
a p p l y ;  p e r  t h e  "REQUEST"  A g r e e m e n t ,  S t i p u l a t i n g  P r o v i s i o n s / I n s t r u c t j p n s  
on  b a c k .

( 1 )  1977 C o n v e r s i o n  Law c r e a t e d  "New" l e a s e ,  ( r e n t a l )  b a s e d  on 
l a s t  a p p r a i s a l  p r i o r  t o  1 - 1 - 7 5  b r o u g h t  f o r w a r d  t o  1 - 1 - 7 6  0 10% a y e a r ,  
o r ,  i f  l e a s e d  a f t e r  1 - 1 - 7 5  G t h e  o r i g i n a l  l e a s e  r a t e .

(2 )  1978 C o n v e r s i o n  La w  "Am ends "  l e a s e ,  ( r e n t a l )  b a s e d  on l a s t  
a p p r a i s a l  p r i o r  t o  1 - 1 - 7 5  b r o u g h t  f o r w a r d  t o ( 1 s t  q u a r t e r  f o l l o w i n g  
r e q u e s t  G 10% a y e a r ,  o r ,  i f  l e a s e d  a f t e r  1 - 1 - 7 5  "G t h e  o r i g i n a l  l e a s e d  
r a t e " .  ( S L A  182,  S e c . 2 1 .  " I f  l e a s e d  a f t e r  1 - 1 - 7 5  a New l e a s e  i s  t h e  
f a i r  m a r k e t  v a l u e  b r o u g h t  f o r w a r d  t o  c o n v e r s i o n  d a t e  G 10% p e r  y e a r ) .

( 3 )  1981 ( S L A  113,  S e c . 4 4 . j R e t r o a c t i v e  t o  7 - 1 8 - 7 8 )  C o n v e r s i o n  Law 
" A m e n d s "  l e a s e ,  ( r e n t a l )  b a s e d  nn l a s t  a p p r a i s a l  p r i o r  t o  1 - 1 - 7 4  
b r o u g h t  f o r w a r d  t o  1 s t  q u a r t e r  f o l l o w i n g  r e q u e s t  G 10% a y e a r ,  o r ,  i f  
l e a s e d  a f t e r  1 - 1 - 7 4  G 10% p e r  y e a r  t o  d a t e  o f  r e q e s t .
X X X ' A  YEAR* i s  c o m p o u n d e d ; XXXX " PER  YEAR "  i s  s t r a i g h t  A n n u a l  
I n  t e r e s t .

T h e  D i v i s i o n  o f  L a n d s ,  o f f e r e d  o n l y  ONE p r o v i s i o n  t o  a l l  
U n i v e r s i t y  L a n d  L e s s e e ' s ,  w h i c h  i n c l u d e d  A G R EE IN G  t o  NON e x e c u t e  a 
L e a s e  Am endm ent  (G a p p r o x i m a t e l y  D o u b l e  t h e  c u r r e n t  r e n t a l  r a t e ) ,  
u n n e c c e s s a r i 1y  b a c k - d a t i n g  t h e  A m endm en t ,  r e t r o a c t i v e l  y  t o  1979 ,  o r  
e a r l i e r ;  A l s o ,  d e m a n d i n g  t h e  i m m e d i a t e  p a ym en t  o f  a r e t r o a c t i v e  
C om poun ded  r e n t a l  r a t e  i n c r e a s e ,  ( L e s s e e ' s  h a d  n e v e r  been  n o t i f i e d  
o f  a n y  " a d d i t i o n a l " ,  a c c r u i n g ,  r e n t a l - b i 1 1 i n g ,  p r i o r  t o  t h i s  d e m a n d ) .  
T h e  L e s s e ' s  w e r e  f o r c e d  t o  p a y - u p ,  o r  s u p p o s e d l y  " l o s e  t h e i r  r i g h t s "  

• u n d e r  t h e  p r o v i s i o n s  o f  t h e  "A m en ded  L e a s e  Law"  now i n  e f f e c t .  • • .
• .. *

I S S U E S :  .. •
S i n c e  t h e  L e s s e e ' s  w e r e  i n n o c e n t  T h i r d  P a r t i e s  t o  t h e  l a w s u i t  

b e t w e e n  t h e  U n i v e r s i t y  a n d  t h e  S t a t e ,  a n d  t h e  l a n d  w as  i n  l i m b o ,  t h e  
L e s s e e ' s  f e e l  t h e  i n e q u i t y  t h e y  s u f f e r e d  w a s  a g r o s s  i n j u s t i c e ,  w h i c h  
t h e y  h a d  no  c o n t r o l  o v e r .  T h e  o n l y  t h i n g  L e s s e e ' s  c o u l d  do  d u r i n g  t h i s
p e r i o d ,  w a s  p a y  t h e  L e a s e  e x p e n s e s ,  a n d  t h e  T a x e s ,  and  p r a y  f o r  a j u s t  •
o u t c o m e .  In  t h e  i n t e r i m :  L e s s e e ' s  l o s t  t h e  o p p o r t u n i t y  t o  u t i l i z e  t h e i r  
R e s i d e n c y  C r e d i t s ,  f o r  p u r c h a s e  o f  t h e i r  L e a s e d  L a n d ;  T h e y  h a d  t o  
f o r e s t a l l  p l a n s  f o r  b u i l d i n g ,  i m p r o v i n g ,  o r  e v e n  r e t i r e i n g .  Some h a v e
d i e d ;  a n d  some j u s t  g a v e  u p !  <
S i n c e  i t  h a s  b een  t h e  p o l i c y  o f  t h e  S t a t e  t o ’ d i s p o s e  o f  l a n d s  t o  i t s  
c i t i z e n s ,  a l l o w i n g  a p r e f e r e n c e  r i g h t  ho L e a s e h o l d e r s ;  d u e  t o  t h e  
f o r e s t a t e d  c i r c u m s t a n c e s ,  i t  i s  r e s p e c t f u l l y  r e q u e s t e d  t h e  S t a t e  a g r e e  
" I t  i s  i n  t h e  b e s t  i n t e r e s t  o f  t h e  S t a t e "  t o  o f f e r  t o - s e l l  i t s  E q u i t y  
i n  t h e s e  l e a s e d  l a n d s  t o  t h e  p r e s e n t  L e s s e e ' s ,  u n d e r  an e q u i t a b l e ,  
a p p l i c a b l e  P r e f e r e n c e  R i g h t  S t a t u t e ,  s u c h  a s  AS 3 8 . 0 5 . 0 3 5 ( b )  2 .

P a g e  -2-



F 6 L L E T T  &  A S S O C I A T E S
4141 B  Street, Suite 402, Anchorage, Alaska 99503 (907) 562-4279 R ichard  H. Folletc, M A I 

Eric  G. Folle tt ,  M A I

February 18, 1985

Ms. Bev Aleck 
2524 Redwood
Anchorage, Alaska 99504

Regarding: Former University of A laska Lands leased
by the State of Alaska.

Dear Ms. Aleck:

The following letter sets forth the terminology, definitions 
and appraisal practices used in valui ng real estate, when  
the property is affected by a lease. The eighth edition of 
The Appraisal of Real E s t a t e , published by the American 
Institute ot Real Estate Appraisers states, "The bundle of 
rights Theory holds that total real property ownership, or 
title in fee, includes several distinct rights, each of 
w h i c h  can be separated from the bundle and conveyed by the 
fee owner to other parties in perpetuity or for limited time 
periods. W h e n  a right is separated from the bundle and 
transfered, a partial, or fractional pr operty interest is 
c r e a t e d .

"Lease practice is one practical application of the Bundle 
of Rights Theory. An owner of the total bundle (a lessor) 
m a y  convey to a tenant (a lessee) rights to use and occupy a 
proper ty for a fixed time period. In return, the tenant 
assumes an obligation to pay an agreed upon periodic rent."

It goes on to say that, "A leasehold interest is said to 
have value whe n contract rent is less than m arket rent, 
which is the amount a property could earn in a competitive 
real estate market. Market rent is not profit from a 
business operated on the premises. It is the rent the real 
estate could command in the market. In a perfectly n e g o t i­
ated lease, contract rent would probably not differ from 
m arket rent. When market rent exceeds contract rent, the 
leasehold interest acquires value."

Under the Cannons and Regulations of the Ameri c a n  Institute 
of Real Estate Appraisers, it w o uld be unethical for an 
appraiser to render an opinion  of m arket  v a l u e  for a p r o p­
erty, and not take into considerat ion the effect of any 
leases on that property. If the tenant had a favorable 
lease at below m a rket rent, w h e r e b y  a leasehold interest 
existed, the market v alue of the property would be of the 
leased fee estate, whic h can be found by deducting the value 
of the leasehold interest from the total property value in 
fee simple. It would be unethical for the appraiser to 
m erel y value the property in fee simple and not take into 
account a favorable lease creating a leasehold interest by 
the lessee.

R E A L  E S T A T E  A P P R A I S E R S  • C O N S U L T A N T S  • M A R K E T  A N A L Y S T S



At this point it m a y  be helpful to define some of the terms 
used in this l e t t e r : (1)

Lessee -

Lessor's Interest -

Lessee's Interest -

Leasehold Value -

Lessor - One who holds title and conveys the
right to use and occupy a property under 
a lease agreement.

One who possesses the right to use or 
occupy a property un der lease agreement.

Leased Fee Interest - The present (dis­
counted) value of the contract (lease) 
rents in addition to the present (dis­
counted) value of the rev er s i o n  (a 
leased f e e ) .

The m a r k e t  value of the proper ty less 
the value of the lessor's interest.

The valu e of the leasehold interest; 
that is, the right to the use, enjoyment 
and profit existing by virtue of the 
rights granted under a lease instrument. 
The v a l u e  of the leasehold interest is 
the present (discounted) w o r t h  of the 
rent saving, w h e n  the contractual rent 
at the time of appraisal is less than 
the current m a r k e t  rent.

The returning of an item of real estate 
to its grantor, such as the return of 
the future use of real estate to a 
lessor at the expiratio n of the lease 
controlling it.

In the case of the University of Alaska Lands, w h i c h  were 
leased by the State of Alaska, these properties all have an 
existing valid lease w h i c h  m u s t  be taken into consideration 
w h e n  an appraiser estimates the current m a r k e t  value of the 
property. The State of Alas ka is the lessor and owns the 
leased fee interest, w h i c h  is the right to receive rent and 
to get the property back at the end of the lease.

The individual leaseholders own the leasehold interest, 
w h i c h  is the right to use the property for a specific period 
of time, and m a y  incl ide improvements to the property or 
subleasing.

Reversion -

(1) Definitions are from the Appraisal T ermi nology and
H a n d b o o k , published by the A m e rican Institute of Real 
Estate Appraisers.

Follett & Associates



M o s t  of the University Land Leases we re m a d e  in the early 
1 970's, and contain a clause allowing the lease payment to 
be increased to m a r k e t  rent u p o n  r eapp r a i s a l  every five 
years. They wer e 55 year leases w i t h  a n  o pti on to r e n e w  the 
lease for an additional 55 years at m a r k e t  rent.

In the late 1 9 7 0 's the State offered a conversion program 
w h ereby the lessees could convert the lease to a level 
payment, 25-year lease, after w h i c h  the lease payment could 
be increased on every ten year anniversary, but the lease 
payment could not be greater than 1507o of the payment during 
the previous 10 year period.

In all the instances reviewed by the appraiser, this created 
a substantial leasehold interest for the lessees.

The State of Alaska is n o w  offering to sell the properties 
to the leaseholders. Since the properties are affected by 
valid leases, and the lessees have a saleable leasehold 
interest, the market value of the p o r t i o n  of the property 
owned by the State of Alaska is the leased fee interest.

In the A d d e n d a  of this letter, is an example analysis of a 
leased property w h i c h  has b e e n  patterned  after an actual 
leasehold under consideration. The assumptions in this 
example are as follows:

Current Land Value: $280,000 (160 acres @ $ 1 , 750/acre)

Beginning of Lease: 7/23/74

End of Lease: 7/23/2029

L e a s e  Term:

Option: 

Lease Rate:

55 years

A dditional .55 years at m a r k e t  rent.

25-year level payment at $950 per quarter 
beginning 1/23/78. The lease rate may 
increase up to 507> of the previous period 
every 10 y e a r s .

A  survey of land leases in the m a r k e t  indicates that land 
lease rates for this type propert y w o u l d  be about 87, of 
value annually. This w o u l d  indicate a quarterly lease 
payment of $5,600 (.08 x $280,000 -f 4 = $5,600). The lessee 
has a substantial leasehold advantage of $4,650 per quarter 
($5,600 less $950 equals $4,650). A  typical investor would 
expect this property to increase in value approximately 707. 
every 10 years. For example, a property v a l u e d  at $20,000 
today wou ld be w o r t h  $34,000 ten years hence. Thus, the 
lease advantage will increase over time, since the lease 
payment is level for 25 years and then only can be increased 
50% every 10 y e a r s .

Follett & Associates



The lease goes to m a rket rent at the b e g i nning  of the option 
period during the 55-year option. Therefore, the lessee's 
leasehold interest is calculated for only the initial 55 
year term of the lease.

The u nde rlying logic for estimating the m a r k e t  value of the 
leasehold interest, or the leased fee interest, is that a 
person  w o u l d  n o t  pay a dollar today for a dollar received in 
the future. The difference in the amount paid is refle cted 
by the discount rate, or interest rate.

A d d e n d u m  A  represents the calculations for a leased fee 
interest w h e r e  the pr operty is leased under the above terms 
and conditions, except the lease p a yment is at m a r k e t  rent 
and can be increased every 10 years. It shows that the 
present value of the discounted lease payments at 12% interest, 
plus the p r e s e n t  value of the r e v e rsio n of the property at 
12%, interest equals the p r esent v a l u e  of the propert y in fee 
simple. This calculati on is used to check the assumptions 
and discount  rates to m a k e  sure the disc ounted cash flows of 
the model equals the current fee simple m a r k e t  value of the 
property.

A d d e n d u m  B shows the calculations for the leased fee interest 
using the discount rates from the m o d e l  and applying the 
terms and conditio ns of the lease to this property. This 
example shows the leased fee interest has a current value 
of $50,733. This is the State of Alaska's L eased Fee 
Interest. Subtracting this amount from the valu e in fee 
simple of $280,000 indicates that the leasehold interest is 
w o r t h  $229,267.

As a check against these calculations, the appraiser can 
also estimate the value of the leasehold interest directly.
It is based on the discounted cash flow of the rental a d v a n t­
age from the lease. During each time period, the rental 
advantage b e t w e e n  m a r k e t  rent and the rent stated in the 
contract is discounted  to pres ent value.

A d d e n d u m  C summarizes these calculations, indicating a total 
leasehold interest based on the above lease information and 
assumptions, of $228,470. Adding the estimate d v alue of the 
leased fee interest yields a total p r o p e r t y  v a l u e  estimate 
of $279,203, ($228,470 +  $50,733 = $279,203) which is very  
close to the current m ar ket v a l u e  of the prope r t y  ($280,000).

It is the apprai ser's hope that the example outlined in the 
A d d e n d a  w i l l  help clarify the U niversity L a n d  Leasehold 
situation and help identify the proper proce d u r e  to estimate 
the current m a r k e t  value of a propert y involving a lease.
This paper shows the m e t h o d  of v a luing  both a Leased Fee 
Interest and the Leasehold Interest.
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It is xnteresing to note that in this example, if the lease 
continues, the State of A l a s k a  will r e ceive a total of 
$294,262 in lease payments, plus the right to get back the 
property (the reversion) at the end of the lease, at which 
time the prop erty will have a p preciate d to an estimated 
value of $2,970,000.

Alternately, if the State of A l a s k a  sells its Leased Fee 
Interest for $50,733 (see A d d e n d u m  B ) , and puts the m o n e y  in 
an account recei v i n g  10% interes t c ompounded monthly, the 
investment w o u l d  grow to $4,265,000 by the end of the lease 
(7/23/2029).

I would like to r ee mphasize that w h e n  a property is appraised 
for "Fair Market Value" and there is an existing lease, the 
appraiser m u s t  analyze the lease, and appraise the Leased 
Fee Interest (sometimes called Leased Fee E s t a t e ) .

If we can be of any further help to you regarding the analysis 
of leases, p lease call us.

Sinc er ely your s , 
FOLLETT  & ASSOCIATES

Eric G. Follett, MAI
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ADDENDUM A

Leased Fee Interest Calculations - aC Market Rencs

As a check of che model, If we apply a market rent to the lease of 
a $280,000 property. The Present Worth of the lease payments and 
reversion should equal today's market value of the property.

Annual market rent would be 87. of land value (87. x $280,000 - $22,400), 
or $5,600 quarterly. An investor would also expect land values to 
increase 707. every 10 years, which would also increase the rent 707. 
every 10 years.

1st Period - 1/23/85 to 1/23/95

The Present Worth Factor for 40 quarters at 127. interest 
is 23.808 (from Compound Interest Tables).
The lease rate is $5,600

$5,600 x 23.808 - $133,326

2nd Period - 1/23/95 to 1/23/2005

The Present Worth Factor for 40 quarters, deferred 
40 quarters at 127. interest is (31.107 - 23,808) » 7.299
The lease race can be increased by 707. to $9,520.

$9,520 x 7.299 - $ 69,486

3rd Period - 1/23/2005 to 1/23/2015

The Present Worth Factor for 40 quarters, deferred 
70 quarters at 127. interest is (33.344 - 31.107) ■ 2!.237.
The lease race can be increased by 707. to $16,184.

$16,184 x 2.237 - $ 36,204

4th Period - 1/23/2015 to 1/23/2025

The Present Worth Factor for 40 quarters, deferred
120 quarters at 127. inter ?t is (34.030 - 33.344) - .686.
The lease rate can be increased 707. to $27,513.

$27,513 x .686 - $ 18,874

5th Period - 1/23/2025 to 7/23/2029

The Present Worth Factor for 18 quarters, deferred
160 quarters at 127. interest is (34.155 - 34.030) - .125.
The lease rate can be increased 707. to $46,771.

$46,771 x .125 - $ 5.846

Present Worth of Market Lease Payments- $263,736

Present Worth of Reversion

The estimated land value in year 2029 is $2,970,000, 
which reflects a 707. increase in land value every 
10 years, simple interest.

Present Worth Factor for $1.00 received after 
178 quarters at 127. annual interest is .0052

$2,970,000 x .0052 - + 15,444

Total Indicated Present Value of
Lease Payment and Reversion $279,180

The model checks, since this is equal to the current value 
of che property in fee simple interest.



ADDENDUM B

Leased Fee It. irest Calculations - Based on the Lease Terms

The "converted" lease states the quarterly rent on this property is 
$950 until 1/23/2003. The payment can then be increased up to 507. 
every 10 years.

1st Period - 1/23/85 thru 1/23/2003

The Present Worth Factor for 72 quarters at 127. interest 
is 30.246. The current lease rate is $950 per quarter.

$950 x 30.246 “ $28,734

2nd Period - 1/24/2003 thru 1/23/2013

The Present Worth Factor for 40 quarters, deferred 
72 quarters at 127. interest is (33.080 - 20.246) - 2.834.
The lease rate can be a maximum of $950 plus 507., or $1,425.

$1,425 x 2.834 - $ 4,038

3rd Period - 1/24/2013 thru 1/23/2023

The Present Worth Factor for 40 quarters, deferred
112 quarters at 127. interest is (33.949 - 33.080) - .869.
The lease payment can be a maximum of $1,425 plus 507., 
or $2,137.50

$2,137.50 x .869 - $ 1,857

4th Period - 1/24/2023 thru 7/23/2029

The Present Worth Factor for 26 quarters, deferred
152 quarters at 127. interest is (34.155 - 33.949) » .206.
The lease payment can be a maximum of $2,137 50 plus 507., 
or $3,206.25.

$3,206.25 x .206 - $ 660

Present Value of Lease Payment $35,289

Reversion

At the end of the 55 year lease the leaseholder has the 
option of renewing the lease for another 55 yearo, but Che 
lease payment can be increased to market rent. Thus, the 
appraiser assumes chat Che leaseholder would no longer have 
a leasehold interest at chat point, and the value of the 
Leased Fee Interest would equal the value of the Fee Simple 
Interest. The estimated value of the pfoperty in Che year 
2029 is $2,970,000, which reflects a 707. increase in land 
value every 10 years.

Present Value of Reversion

Present Worth Factor for $1 received after 178 quarters 
at 127. annual interest is .0052.

$2,970,000 x .0052 - . $15.444

Total Estimated Market Value of Leased Fee Interest $50,733

Ncte: This represents the market value of the State of Alaska's
Leased Fee Interest in the property.



A DDENDUM C 

Leasehold Interest Calualations 

Based on Lease Terms and Investor Expectations In Market

Period - 1/23/85 thru 1/23/95

PW of the rental advantage of $4,650 ($5,600 - $950) 
per quarter for 40 quarters discounted at 12Z interest.
The Factor is 23.808

$4,650 x 23.808 - $110,708

Period - 1/23/95 thru 1/23/2003

Present Worth of Che Rental Advantage of $8,570 
($9,520 - $950) discounted at 1271 interest for 
32 quarters, deferred 40 quarters. The Factor 
is 30.246 - 23.808 - 6.438

$8,570 x 6.438 - $ 55,174

Period - 1/23/2003 thru 1/23/2005

Present Worth of the Rental Advantage of $8,095 
($9,520 - $1,425) discounted at 127. interest for 
8 quarters, deferred 72 quarters.
The Factor is 31.107 - 30.246 - .861

$8,095 x .861 - :$ 6,968

Period - 1/23/2005 thru 1/23/2013

Presetn Worth of the Rental Advantage of $14,759 
($16,184 - $1,425) discounted at 127. interest 
for 32 quarters, deferred 80 quarters.
The Factor is 33.080 - 31.107 - 1.973

$14,759 x 1.973 - $29,125

Period - 1/23/2013 thru 1/23/2015

Present Worth of the Rental Advantage of $14,046 
($16,184 - $2,138) discounted at 127. interest 
for 8 quarters, deferred 112 quarters.
The Factor is 33.344 - 33.084 - .264

$14,046 x .264 - $ 3,711

Period - 1/23/2015 thru 1/23/2023

Present Worth of the Rental Advantage of $25,375 
($27,513 - $2,138) discounted at 127. interest 
for 32 quarters, deferred 120 quarters.
The Factor is 33.949 - 33.344 - .605

$25,375 x .605 - $15,357

Period - 1/23/2023 thru 1/23/2025

Present Worth of the Rental Advantage of $24,307 
($27,513 - $3,206) discounted at 127. interest 
for 8 quarters, deferred 152 quarters.
The Factor is :'A.030 - 33.949 - .081

$24,307 x .081 - ’ $ 1,972

Period - 1/23/2025 thru 1/23/2029

Present Worth of the Rental Advancage of $43,565 
($46,771 - $3,206) discounted at 127. interest 
for 18 quarters, deferred 160 quarters.
The Factor is 34.155 - 34.030 - .125

$43,565 x .125 - +  $ 5,455

Total Discounted Present Value of Leasehold Interest $228,470

Add: Leased Fee Interest +50,733

TOTAL of Leasehold and Leased Fee Interests $279,203

Note: This is equal to the value in Fee Simple of $280,000, which
provides a check against che assumptions and calculations.
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3 IN T HE L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  an A c t  entitled: "An A c t  r e l a t i n g  to leas e s  o n  c e r t a i n  land f o r m e r l y

7 d e s c r i b e d  as u n i v e r s i t y - g r a n t  land; a n d  p r o v i d i n g  for

8 an e f f e c t i v e  d a t e . "

9 B E  IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A :

10 *  S e c t i o n  1. (a) A  p e r s o n  a n d  t he a s s i g n e e  of a p e r s o n  w h o  w a s  a

11 lessee of  u n i v e r s i t y - g r a n t  land o n  J u n e  17, 1983, a nd w h o s e  lease is, on

12 the e f f e c t i v e  dat e  of this Act, m a n a g e d  by  the D e p a r t m e n t  of  N a t u r a l  Re-

13 s o u r c e s  m a y  r e quest the c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  to i s sue a

14 q u i t c l a i m  d e e d  c o n v e y i n g  the land.

15 (b) Exce p t  as p r o v i d e d  in  (c) of this section, a l e s s e e  w ho h o l d s  a

16 lease of f o r m e r  u n i v e r s i t y - g r a n t  l and u n d e r  AS  3 8 . 0 5 . 0 7 0  m n y  p u r c h a s e  the

17 lan d  f or the l o wer of

18 (1 ) the a p p r a i s e d  f a i r  m a r k e t  v a l u e  of the l a n d  u n d e r  the lease

19 as s p e c i f i e d  in A p p e n d i x  F of th e  S e t t l e m e n t  A g r e e m e n t  b e t w e e n  t h e  D e p art-

20 m e n t  of N a t u r a l  Re s o u r c e s ,  the D e p a r t m e n t  of R e v e n u e ,  the D e p a r t m e n t  of

21 A d m i n i s t r a t i o n ,  and the U n i v e r s i t y  of  A l a s k a  and its B o a r d  of R e g e n t s  as

22 t r u s t e e  for the U n i v e r s i t y  of A l a s k a  as r a t i f i e d  in ch. 22, SLA 1983; or

23 (2) its a p p r a i s e d  f a i r  m a r k e t  v a l u e  o n  J u n e  17, 1983, as de-

24 t e r m i n e d  u n d e r  AS 3 8 . 0 5 . 085(b).

25 (c) A lessee w h o  h o lds a l e ase of f o r m e r  u n i v e r s i t y - g r a n t  l a n d  that

26 w a s  s u b ject to r e a p p r a i s a l  u n d e r  AS 3 8 . 0 5 . 0 8 5 ( a )  m a y  p u r c h a s e  the land for

27 t he l o w e r  of

28 (1 ) the a p p r a i s e d  f a i r  m a r k e t  v a l u e  of  the l and u n d e r  the lease

29 as the v a l u e  has b e e n  d e t e r m i n e d  u n d e r  P a r a g r a p h  15 of the S e t t l e m e n t

-1- CSHB 2 4 8 (Res)



1 A g r e e m e n t  b e t w e e n  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 he D e p a r t m e n t  of

2 R e v e n u e ,  the D e p a r t m e n t  of A d m i n i s t r a t i o n ,  a nd the U n i v e r s i t y  >f A l a s k a  and

3 its B o a r d  of R e g e n t s  as t r u s t e e  for the U n i v e r s i t y  of A l a s k a  as r a t i f i e d  in

4 ch. 22, SLA 1983; o r

5 (2) its a p p r a i s e d  f a i r  m a r k e t  v a l u e  u n d e r  the l e ase o n  J u n e  17,

6 1983, as d e t e r m i n e d  u n d e r  AS  3 8 . 0 5 . 0 8 5 ( b ) .

7 (d) A  less e e  on t he e f f e c t i v e  dat e  of  this Act w h o  w a s  a l e s s e e  on

8 J u n e  17, 1983, and w h o  w o u l d  h a v e  b e e n  e n t i t l e d  to r i g h t s  u n d e r  form e r

9 A S  3 8 . 0 5 . 0 5 8  b e f o r e  its r e p e a l  m ay e x e r c i s e  t h o s e  r i g h t s  in a p u r c h a s e

10 u n d e r  (b) or (c) of this section.

11 (e) A  less e e  w h o  h o l d s  a lease of f o r m e r  u n i v e r s i t y - g r a n t  land that

12 is c l a s s i f i e d  as a g r i c u l t u r a l  land m a y  p u r c h a s e  the l and u n d e r  (b) or  (c)

13 of this s e c t i o n  s u b j e c t  to AS 3 8 . 0 5 . 3 2 1 ( a ) .

14 (f) The c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  shall a d v i s e  e a c h  lessee

15 w h o  m ay have r i ghts u n d e r  this s e c t i o n  of the e n a c t m e n t  of this section.

16 (g) A  lessee of f o r m e r  u n i v e r s i t y - g r a n t  l and w h o  d oes n ot g i v e  the

17 c o m m i s s i o n e r  of  n a t u r a l  r e s o u r c e s  n o t i c e  of an i n tent to p u r c h a s e  w i t h i n

18 180 days a f t e r  r e c e i v i n g  the n o t i c e  o f  r i g h t s  p r o v i d e d  for in (f) of this

19 s e c t i o n  m a y  p u r c h a s e  the f o r m e r  u n i v e r s i t y - g r a n t  lan d  fo r  its a p p r a i s e d

20 f a i r  m a r k e t  v a l u e  at the time the n o t i c e  o f  an i n t e n t  to p u r c h a s e  is given.

21 (h) A p u r c h a s e  of land u n d e r  this s e c t i o n  e x t i n g u i s h e s  all r i g h t s  and

22 clai m s  a r i s i n g  out of  the lease a g a inst the state by a  lessee.

23 * Sec. 2. This A c t  takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS  01.-

24 10.070(c).
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1 IN T H E  H O U S E

2

B Y  SHULTZ, SUND, M.M. M I L L E R  
A N D  M A R R O U

H O U S E  B I L L  NO. 248 

IN  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  an  Act e n t i t l e d :  " A n  Act r e l a t i n g  to leases on c e r t a i n  lan d  f o r m e r l y

d e s c r i b e d  as u n i v e r s i t y - g r a n t  land; and p r o v i d i n g  for

a n  e f f e c t i v e  date . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T HE S T ATE OF  ALASKA:

*  S e c t i o n  1. (a) A  p e r s o n  and the a s s i g n e e  of a p e r s o n  w h o  was a

11 lessee of u n i v e r s i t y - g r a n t  land on June 17, 1983, a n d  w h o s e  l e a s e  is, on

12 the e f f e c t i v e  d a t e  of this Act, m a n a g e d  b y  the D e p a r t m e n t  of N a t u r a l  Re-

13 s o u rces may r e q u e s t  the c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  to i s s u e  a patent

14 to the land.

(b) A  l e ssee w ho h o lds a lease of f o r m e r  u n i v e r s i t y - g r a n t  land u n d e r

16 A S  3 8 . 0 5 . 0 7 0 ( c )  m a y  p u r c h a s e  the lan d  for the lower of

(1 ) the a p p r a i s e d  fair m a r k e t  v a lue of the land as it is set out

18 in A p p e n d i x  F of the S e t t l e m e n t  A g r e e m e n t  b e t w e e n  t he D e p a r t m e n t  of N a t u r a l

19 R e s o urces, t he D e p a r t m e n t  of Revenue, the D e p a r t m e n t  of A d m i n i s t r a t i o n ,  and

20 the U n i v e r s i t y  of A l a s k a  and its B o a r d  of R e g e n t s  as t r u s t e e  f o r  the Uni-

21 v e r s i t y  of A l a s k a  as r a t i f i e d  in ch. 22, SLA 1983; o r

(2) its a p p r a i s e d  fair m a r k e t  v a l u e  on J u n e  17, 1983, as de-

23 t e r m i n e d  u n d e r  AS  3 8 . 0 5 . 0 8 5 ( b ) .

24 (c) A  l e ssee w ho h o lds a lease of f o r m e r  u n i v e r s i t y - g r a n t  land u n d e r

25 A S  3 8 . 0 5 . 0 8 5 ( a )  m a y  p u r c h a s e  the l and for the l o wer of

(1 ) the a p p r a i s e d  fair m a r k e t  v a l u e  of t he lan d  u n d e r  the lease

27 as the v a lue has b e e n  d e t e r m i n e d  u n d e r  P a r a g r a p h  15 of  the S e t t l e m e n t

28 A g r e e m e n t  b e t w e e n  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 he D e p a r t m e n t  of

29 Revenue, the D e p a r t m e n t  of A d m i n i s t r a t i o n ,  and the U n i v e r s i t y  of A l a s k a  an d

-1- HB 248

mem



1 its B o a r d  of R e g e n t s  as t r u s t e e  for the U n i v e r s i t y  of A l a s k a  as r a t i f i e d  in

2 ch. 22, SLA 1983; or

3 (2) its a p p r a i s e d  f air m a r k e t  v a l u e  u n d e r  the l e ase o n  J u n e  17,

4 1983, as d e t e r m i n e d  u n d e r  AS 38.0 5 . 0 8 5 ( b ) .

5 (d) A  lessee on  t he e f f e c t i v e  d ate of this Act w ho w a s  a l e s s e e  on

6 J u n e  17, 1983, an d  w ho w o u l d  h a v e  b e e n  e n t i t l e d  to r i g h t s  u n d e r  f o r m e r

7 A S  3 8 . 0 5.058 b e f o r e  its r e p e a l  m a y  e x e r c i s e  those r i ghts in a p u r c h a s e

8 u n d e r  (b) or (c) of  this section.

9 (e) A  lessee wh o  h o l d s  a lease of f o r m e r  u n i v e r s i t y - g r a n t  land that

10 is c l a s s i f i e d  as a g r i c u l t u r a l  land m a y  p u r c h a s e  the land u n d e r  (b) or (c)

11 of this s e c t i o n  s u b j e c t  to a r e s e r v a t i o n  by  the s t ate of  all i n t e rests

12 except a g r i c u l t u r a l  rights.

13 (f) T he c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  shall a d v i s e  e a c h  lessee

14 w h o  m a y  have righ t s  u n d e r  this s e c t i o n  of the e n a c t m e n t  of this section.

15 (g) A  l e ssee of f o r m e r  u n i v e r s i t y - g r a n t  land w h o  does not giv e  the

16 c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  n o t i c e  of an intent to p u r c h a s e  w i t h i n

17 180 day s  a f t e r  r e c e i v i n g  the n o t i c e  of righ t s  p r o v i d e d  for in (f) of this

18 s e c t i o n  may p u r c h a s e  the f o r m e r  u n i v e r s i t y - g r a n t  land for its a p p r a i s e d

19 fair m a r k e t  v a l u e  at the time the n o t i c e  of an intent to p u r c h a s e  is given.

20 * Sec. 2. This A ct takes effe c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.-

21 10.070(c).
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