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"An Act relating to leases on certain land formerly described
as university grant land; and providing for an effective
date."

There are a number of persons who hold leases on state land that was
formerly university-grant land. Many of these persons would like to buy
that land from the state.

For many years, that was not possible because the land was tied up in a
long term legal dispute between the university and the state. That
legal dispute has now been settled and the state has clear legal control
of the disputed land and could sell that land to the .lesees.

Section 1 (a) and (b) of the CS establish that lesees may buy the land
they are leasing from the state at current fair market value appraised
as though in fee simple ownership.

Section 1 (c) allows lesees who wish to purchase from DNR to do so at a
price previously established. Th's option is open untill January 1,
1986.

Section 1 (d) allows lessees who wish to purchase from DNR but who
dispute the established price, to get a new appraisal. The property is
to be appraised as though it were in fee simple ownership and as June
17, 1983 (the date of the university - state settlement). This option
is also open until January 1, 1986.

Section 1 (e) makes plain that purchasers of university-grant land that
is classified as agricultural only receive the agricultural rights to
the land they purchase.

Section 1 (f) makes plain that lesees who purchase their land relinquish
their lease rights.

Section 1 (g) requires the Commissioner of DNR to notify all eligible
lesees within 90 days of the effective date of this bill.



Section 1 (h) by reference sets out the mechanics of the purchase
arrangement.

Section 2 is an immediate effective date clause.

Copies of all statutes that are referenced in the CS are attached to
this memo.

The main points of contention in this bill have been on three issues.
1) Whether the price for the lands should be determined by current
value or by a value at some date in the past.
2) How long lessees have to take advantage ofa price based on a

date in the past.
3) Whether the value of the parcels should bebased on the state’s

leased fee interest or upon upon a value as though the land was in fee
simple ownership.



§ 38.05.085 Alaska Statutes § 38.05.085

includes tho utilization of shore gill nets or set nets for the taking of
fish. Every lease issued under this section shall reserve to the public
a right-of-way for access to navigable waters and other tide and
submerged land.

(b) The director may classify land a) subject to leases for fisheries
development, and publicly invite applications for lease of the selected
areas. Earh application shall be accompunied by an affidavit to the
effect that the applicant presently intends to personally utilize the
leased area for fishing purposes the following season. If two or more
applications arc received for the same shore area, the director shall
award the lease to the most qualified applicant. In determining the
qualifications of applicants, the director shall consider the length of
time during which the applicant has been engaged in set netting, the
proximity of the past fishing sites of the applicant to the land to be
leased, the present ability of the applicant to utilize the location to its
maximum potential, and other factors relevant to the equitable
assignment of the disputed area. If the director cannot determine a
preference between conflicting applicants for the same lease site on the
basis of qualifications, the director shall select between the applicants
by lot. An aggrieved applicant may appeal to the commissioner within
five days for a review of the director’s determination.

(© A lease for set net fishing may be issued for any period not
exceeding 10years. If the commissioner determines that the land is not
being utilized for the purpose for which the lease is issued, the lease
may be deck red void. The director shall establish a reasonable rental
for the lease, equal to the administrative costs involved in processing
the leasehold applications.

(d) Subleasing and renewals of leases are governed by AS 38 05.095
and 38.05.102.

(e) The lease of submerged land conveys no interest in the water
above the land or in the fish in the water. (I) 2ch93 SLA 1963; am § 99
ch 6 SLA 1984)

Effect of amendments. —The 184 nconstitutional under 5 15 art. VIII, of
avendrent denged the intemal refer-  the slate constitution. 1981COn. Atl'y Cen.
ence in subsedion Id). No. 3B

Opinions of uttomoy general. —This  This sedtion can hearended to limit the

e i o mecery oo e e
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Sec. 3B.05.085. Term of lease, (a) The lease shall provide that

(1) for the initial 25-year period of the lease, the lessee shall pay the
state a fixed base annual rent to be agreed upon by the parties in
compliance with the provisions of this chapter;

(2) the fixed base annual rent to be paid by the lessee shall be
readjusted when the initial 25-year period of the lease has cxpired and,
thereafter, every 10 years; and
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(3) the readjusted nnnuul rent may not exceed 10 per cent of the
value of the property as determined in (b) of this Bection or 50 per cent
more than the amount paid each year during the initiul period or the
preceding 10-yenr period, whichever is lower.

i) When it becomes necessary to determine the fair market value of
property as required by (n) of this section, the director shall have the
property uppraised by a qualified appraiser. If the lessee disagrees with
the nppruisul obtained by the director, the lessee may appoint a
qualified appraiser to make an appraisal of the property in question. If
the two appraisers agree upon the fair market value, the determination
is binding on the parties. In the event the two appraisers are unable to
agree, they shnll appoint a third qualified appraiser who shall then
make an appraisal of the property in question. When the third
appraisal is completed, the two of the three appraisals which are
nearest each other in their determination ofthe fair market value shall
be averaged and tho resultant sum shall be the fair market value ofthe
property in question and absolutely binding on the pnrties. All costs
incurred in making the nppraisals provided for in this subsection shall
be borne by the state and the lessee equally.

(©) The lessee shall make advance payments of the annual rent or
portion of it as the director, with the approval ofthe commissioner, may
require.

(d) A preference right lessee of grazing or forest land may follow the
payment schedule established in the cancelled federal lease or grazing
permit if the lessee so desires.

(e) Notice of all actions by the department affecting the rights of a
lease or lessee shall be given to the lessee.

(f) A violation of u provision of this chapter or of a term or provision
ofd lease subjects the lessee to appropriate legal action, including, but
not limited to, a forfeiture of the lease.

(9) In this section,

(1) "annual rent" means the am "'t of rent paid annually deter-
mined by multiplying the fair mark ;t value by the rental rate com-
puted at the time of the initial 25-ycnr period of the lease or of each
subsequent 10-yoar period of the lease;

(2) "qualified apprai ser” means a senior member of the American
Institute of Real Estule Appraisers, the Society of Real Estate
Appraisers, a person meeting the requirements for certification as an
appraiser Il by the division of personnel, Department of Administra-
tion, or a person qualified according to regulations adopted by the
commissioner under the Administrative Procedure Act (AS 44.62);

(3) "rental rate" means tho rate, expressed as a percentage of fair
market value, which a comparable class of privately owned property
would bring in the open market with the same conditions of lease as
offered by the state. (§ 3artV ch 169 SLA 1959; § 11 ch 61 SLA 1960;
S 4ch74 SLA 1961; am 8 9 ch 138 SLA 1977; am §& 8, 9 ch 182 SLA

1978)
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§ 38.05.300 Alaska Statutes § 38.05.321

See. 38.05.300. Classification of lands, (a) The commissioner
shall classify for surface use land in areas considered necessary ond
proper. This section does not prevent reclassification of land where the
public interest warrants reclassification, nor docs it preclude multiple
purpose use of land whenever different uses are compatible. State land,
water, or lund and wuter area may not, except by act of the state

legislature, be closed to multiple purpose use if the area involved con-
tains more than 640 acres.

(b) Not later than February 1 of each year, the commissioner shall

submit awritten report to each house of the legislature which describes
and shows the location of all classifications of state land made under
(@) of this section during the preceding year. (5 1 art Il ch 169 SLA

1959; am § 2 ch 31 SLA 1964; am § 33, 34 ch 85 SLA 1979, um S 40
ch 152 SLA 1984)

Cross references. —For state land nnd Effect of amendment*. —The 1984
water restricted touseaspublic recrestion  amendment
areg* and atatc parka, SsCAS 41.21 change* throughout aueection 13).

NOTES TO DECISIONS

Depurtment of Natural Resources  ural Resouroe® agricultural daviftcation
agricultural classification. of lottery flottery parodswai , even though
parcels proper. —The requirement that it didl foredose il ep.rpase* Stnlov.
o udt of the legislature it redvmere Waoher Sp. 4. p l\b 2788(NIeNts
multiple p[ptm are d n parcds D, 6240, 6272, I
exceeding awled to the Quoted in Southeast Alaska
mamgamnt of retaned stale land, not tion Coundil. Inc. v. Site. Ct N1
thedisposal ofit; thus, Department of Nut- 2662 (Kile No. 58561, I’

See. 38.05.305. Notice and review. IRepealed, § 45 ch 113 SLA
1981, For current law see AS 38.05.945.]

See. 3~ g~ . Restriction on sale, lease or other disposal of
agricultural land. The sale, lease or other disposal of state land
classified as agricultural land transfers only rights for agricultural
purposes, and all other interesta in the land remain with the state
unless otherwise required by law.

(b) State land classified as agricultural land which has been selected

by a municipality under former AS 29.18.190 — 29.18.200 or
29.18.205(e) may be approved by the director for patent under AS
29.18.205(f); however, only rights in the land for agricultural purposes
may be transferred and all other interests in the land will rcmuin with
the state. Agricultural land approved for patent to a municipality
under AS 29.18.205(0 shall be credited, acre for acre, toward
fulfillment of that municipality's entitlement under AS 29.18.201 —
29.18.203. If the director later determines it to be in the best interests
of the state to transfer some or all of the additional rights in that
approved or patented agricultural land, those rights shall pass without
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5 38.05.325 Public Lands

consideration to the municipality in which the land is located. The
notice ond review provisions of AS 38.05.945 are applicable to convey-
ance of rights under this section.

(©) The provisions of this section do not apply

(1) tostate land classified as agricultural 1 id that has been selected
by n municipality under the provisions of former AS 29.18.190 —
29.18.200 if the selection is an approved selection before April 1,1978

nnd is otherwise valid under. AS 29.18.205(b); or
(2) aquitclaim ofthe interest of the state to the federal government

under AS 38.05.035(b)(9). (8 3 ch 71 SLA 1976; am § 3 ch 180 SLA
1978; am § 43 ch 152 SLA 1984)

Kevidor'a notes. - In 1984 “formrer” Effect of amendment*, — The 194
wrs inserted befare the reference® to AS arrer‘mmmaksemm(c) designated

2918 190 —29.18.200 in subsedtions nni wm”to«tae
mj( Those sedtions were Ir‘m' mmﬁ ng

180, SLA 1978 Aszrgqi'?zs( @, anjmaderel tedﬂo';id’ergsm

refenedtom&tea:umlb) vxesrepeded paragraph (1)
by| 45. ch 85, SLA 198,

Sec. 38.05.325. Homestead entry. IRepealed, § 45 ch 85 SLA 1979.
For current law see AS 38.09.]

Sec. 38.05.347. Transferofstate landto cities. (Repealed. § 6ch218
SLA 1976; § 15 ch 257 SLA 1976.1

Sec. 38.05.360. Wasteorinjury toland. [Repealed, § 21 ch 166 SLA
1978. For current law see AS 11.46.1

Sec. 38.05.362. Agriculturalland classification. [Repealed, § 88 ch
152 SLA 1984.1

Article 12. State Control of Certain Land
Section o Section
%— Klectorate determinations 56!{413 Treag "t&dﬂ%m
52 Property of the pecde 56. Bxdusive enforoement

ottenpl to i errent [XINI
"llevisor B notes. - Knotted OB AS sions l%q.!jA” ngﬂ

38.05.500 - 38.05.570 (now 38.0...DO5I. Ballot Measure %
Renunbered in 1083. unconstiluti nul g provlsm

Opinions of nttormey gereral. —  United Stub .Constitution. 1983Cp. Atl
Ballot Measure No. 5 is unconslilulionnl p Aty

«ate cluim to onnership of public
BT RIRALSS Do D B s e aa oo m"m&"‘ﬁe
VIl uf the stale constitution, md LB N \which insures [hut

result neither the Demﬂmmtofmluml admitted to the Union vmh the sore
Resources nor any other puohc oRende,  sovereign palitical rights nnd ponersasell
op, ﬂ‘eDemmetofRulctﬂay eh-1
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§ 38.05.058 Alaska Statutes § 38.05.065
NOTES TO DECISIONS

Quoted in Gilman v. Nartin,aﬁCt. EI%LStaquV\BdU Cl.p No
Qp. No. 2652 tKile No. 59371,662 P.2d 120 glﬁlol\bs 6220,6240, P21

% (Fle K. a%?’%%% % ¢
19?3301' 38.05.053. Lund discount program. IRepealed, S 19 ch 67 SLA

Sec. 38.05.059. Limitation on purchases ofagricultural land. A
person may purchase from the state a total of not more than one parcel
of land that is part of an agricultural development project under AS
44.33.475 during any eight-year period. (8 3 ch 129 SLA 1982)

Sec. 38.05.060. Rejection of bids. Before the signing of the formal
conveyance by the director, the commissioner may teject all bids when
the best interests of the statejustify this action. Land offered at public
sele but not sold may be mode available at private sale for not less than
its appraised value. (§ 2 art IV ch 169 SLA 1959; am § 9 ch 61 SLA
1960; am § 2 ch 137 SLA 1962)

NOTES TO DECISIONS

Cited in Slate v. University of Alaska,
apa c(n No. 2308 (File No. 4579). 624
P 2d 807 (1981).

Sec. 38.05.063. Sales for pipeline purposes. IRepealed, S 31 ch 3
FSSLA 19731

Sec. 37"5X165. Terms of contract of sale, (a) The contract of sole
for lanusom”~ublic auction under AS 38.05.055 simll require the
remainder of the purchase price to be paid in monthly, quarterly or
annual installments over a period of 20 years, with interest at the
prevailing rate for real estate mortgage loans made by the federal land
bank for the farm credit district for Alaska at the time the contract is
signed. Installment pavments plus interest shall be set on the
level-puyment basis.

(b) The contract of sale for lond sold under AS 38.05.057 and under
AS 38.05.078 shall require the remainder of the purchase price to be
paid in monthly, quarterly, or annual installments over a period of not
more than 20 years. Installment payments plus interest shall be set on
the level-payment busis. The interest rate to be charged on installment
payments is the prevailing rate for real estate mortgage loans made by
the federal land bank for the farm credit district for Alaska at the time
the contract is signed.

(c) The director shall, for contracts under (a) or (b) of this section, set
out in the contract for eneh sale the period for the payment of install-
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mcnts und the total purchase price plu9 interest. The director, with the
consent of the commissioner, may also include in contracts under this
section conditions, limitations and terms considered necessary and
proper to protect the interest of the state. Violations of any provision
of AS 38.05.006 — 38.05.990 or the terms of the contract of sale subject
the purchnser to appropriate administrative and legal action, includ-
ing but not limited to specific performance, foreclosure, ejectment, or
other legul remedies in accordance with applicable state law.

(d) If a contract for a sale of state land has been breached, the direc-
tor may issue a decision to foreclose and terminate the contract at any
time 31 days after delivering by certified mail a written notice of the
brcuch to the address of record of the purchuser. A breach caused by the
failure to make payments required by the contract may be cured within
30 days after the notice of the breach has been received by the pur-
chaser by payment of the sum in default together with the larger of a
fee of $50 or five percent of the sum in default. If there are material
facts in dispute between the state and the purchaser, the purchaser
may submit a written request for a public hearing for the review of the
fuels within 30 days after the notice of the breach has been received.

(€) On a determination that there hus been a breach of the contract
based on the administrative record and the evidence presented at a
hearing, the director shall issue n decision foreclosing the interest of
the purchaser and terminating the contract. The obligation to make
payments under the contract continues through the date ofthe decision
io foreclose by the director.

(0 The director shall deliver the decision to foreclose and terminate
personally to the purchaser or send it certified mail, return receipt
requested to the uddress of record of the purchnser. If the breach is a
failure to make puyments required by the contruct, the decision shall
include a notice to the purchuser that if within 30 days the purchnser
pays to the stnle the full amount ofthe unpaid contract price, including
all accrued interest, and any fees assessed under (d) of this section, the
department shall issue to the purchnser a deed to the land. If full
payment is not made within 30 days or the breach is for other than
failure to make payment, the decision forecloses and terminates all
legal and equitable rights the purchaser has in the land.

(@) Tho purchaser may appeul the director’s decision to the commis-
sioner within 30 days. The final decision by the department is
reviewuble under AS 44.62.560.

(h) The commissioner may declare a moratorium of up to five years
on payments on a sale of agricultural land under this section if

(1) the commissioner determines that the moratorium is in the best
interest of the state;

(2) the commissioner certifies and the contract purchaser agrees to
perform farm development, crop production, and harvesting, not
including land clearing or related activity, requiring the expenditure
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5 38.05.066 Alaska Statutes § 38.05.067

of amounts equivalent to the payments that would otherwise be made
during the moratorium;

(d3) the sale of the agricultural land takes place after July 1,1979;
an

(4) the contract purchaser is in compliance with the development
plan specified in the purchase contract at the time the purchaser
applies for a moratorium under this subsection and remains in compli-
ance with the development plan during the moratorium. Interest
payments are subject to the moratorium but interest continues to
accrue during the moratorium. (§ 3 art IV ch 169 SLA 1959; am § 5ch
176 SLA 1978; am 8§ 26.27 ch 85 SLA 1979; am §8 17.18 ch 113SLA

1981; am § 23, 21 ch 152 SLA 1984; am § 1 ch 165 SLA 1984)

Revli-ir'fl notes. — Subsedtion ihl of
this sedion wes eeded & to).
Renurbered

in 1984,
Effect ofamenchents —The 181
odoed "'under AS 3B8.06.055"

follamr%ep]l‘.ﬂlcama‘f nd substituted

Ib), the amendment dd "th* proce-
) speaﬁed in" follcwng "Iard <dd

The first 1984 amendrent acbked sub-
sedtios td-tg) mnd, in subsedtion (O,
Inserted "jut In the contract” in the first
sertence und substituted *'considered” for
"Which he aosiders” in the secod sen

The secod 1984 amendiment added sub-
sedtion th).
ed in Slate v. \&idner,

Quot
|\b27%FIeNB622QGZ4O
under” and substituted ™ under AS P Pd
B®BOMB* for (Iottery disposals!
Egtmrg‘smllrequeﬂ"erermrder in
first sentence.

Collateral references. —63 Am. Jur.
2d Public Lands, 4 46 et
73ACJ.S,, Pudic Lands, 8 134

Sec. 35.05.066. Preference to
IRepealed. #84 ché %LA f9801

Sec. 38.05.067. Veterans preference, (a) Except as provided in (e)
of this section, before offering to the general public any unoccupied
residential land, the director shall offer the land at a restricted sale at
which only veterans may buy.

(bl The director shall not sell the land under this section at less than
the fair appraised market value. The director shall adopt regulations
necessury to ensure that land sold under this section is for bona fide
residential use and not for speculation.

(cl When not in conflict with this section, other provisions of AS
38.05.0-15 — 38.05.067 apply to sales under this section.

(dl In this section "veteran™ means a person with 90 days or more of
active service in the armed forces of the United States who has been
honorably discharged.

persons for fishery purposes.
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()  This section does not apply to the sale of state land under AS
38 1.020(g)(2) nnd AS 38.09. (§ 4 art IV ch 169 SLA 1959; added by
ch 102 SLA 1962; am § 1ch 28 SLA 1963; am 8 1ch 1SLA 1968; am
» 28, 29 ch 85 SLA 1979; am 8 35 ch 94 SLA 1980; am §§ 19, 20 ch
113 SLA 1981; am § 6 ch 103 SLA 1983)

Effect of amendments. — The 198L Tho 1983 amendrent substituted the
arendrent rewote subsedtion %r ad reference to AS 3B for referenoes to AS
Substituted "AS 3804(20(9)(2)" "AS 3806077 and 38.06.078 in subsedion ().
38.06.047(0" in subsedtion Ig).

Sec. 38.05.068. Forest Service permittees’ sales preference,
(a) Before offering to the public any land which is subject to a valid
existing United States Forest Sorvico permit in effect on the day before
that land is tentatively approved for patent to the state, or which is
subject to n lease issued under AS 38.05.087, the director shall offer the
land for sale to the permittee or a successor in title, if the permittee or
a successor in title of the permittee can be found.

(b) When not in conflict with this section, the provisions of AS
38.05.045 — 38.05.069 apply to sales under this section.

(©) If the permit described in (a) of this section is for a recreational
cabin, recreational residence, nonrecreational residence, or a residence
of a community nature and the land is used for noncommercial resi-
dential or recreational purposes, the purchase price offered to a
permittee or the successor of a permittee shall be an amount deter-
mined by the commissioner which is equal to the state money required
to be spent in order to sell the land plus the cost ofsurvey or resurvey,
if the survey or resurvey is made by the department or a contractor of
the department.

(d) If the permit described in (a) of this section is for a use other than
a use listed in (c) of this section, the purchase price offered to a
permittee or the successor of a permittee shall be not less than the
appraised fair market value ofthe land. (§ 1ch 26 SLA 1963; am § 39
ch 127 SLA 1974; am 88§ 1, 2 ch 26 SLA 1979)

Sec. 38.05.069. Preference to persons for agricultural
purposes, (a) On a determination that the highest and best use of
unoccupied land is for agricultural purposes and that it is in the best
interests of the state to sell or lease the land, the commissioner shall
grant to an Alaskan resident owning and using or leasing and using
land for agricultural purposes a first option at the auction to purchase
or lease the unoccupied land situated adjacent to land presently held
by the Alaskan resident for the amount of the high bid received at
public auction. If more than one Alaskan resident qualifies for a first
option under this section, eligibility for the first option shall be deter-
mined by lot and the option must be exercised on the conclusion ofthe
public auction. A parcel of agricultural land sold under this section
may not be less than 20 acres and a parcel of agricultural land that is
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PRIME SPONSOR: SHULTZ
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CURRENT STATUS: <S) RES

DATE PAGE ACTION
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DATE PAGE ACTION
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STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.:cshb 2 4 8 Agency Affected: "Natural Resources
Title: nnivsrsitv uranh land leases Program Category Affected: nrmec

Sponsor: shuitz BRU, Program or Subprogram!s) Affected:

Requestor: Land and Water Management

Date of Request:_

Fvsr- n as W77 ey s

OPERATING
[00TERS0NAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 CRANTS, CLAIHS
800 MISCELLANEOQUS

TOTAL OPERATING - 0- - O- -0 -
"CAPITAL"
C REVENUE

FUNDING: (Thousands of Pol arsl
IDOAI FUND "

rEDERAL FUNDS
JTHER
TOTAL 0- -0- -0-

U CIITQ -
'ART-TIME
TEMPORARY

ANALYSIS: Attach a separate page if necessary

No fiscal ."mpact.

Prepared By Eronq:
Division: ate-
Approved by Commissioner: D ~ y w Date:
Agency: Natural Resources n

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

FY 89 FY 90
0 0
0 - 0-
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FOLLETT & ASSOCIATES
4141 B Street, Suite 402, Anchorage, Alaska 99503 (907) 562-4279 Richard H. Follett, Al

Eric G. Follett, M A I

February 18, 1985

Ms. Bev Aleck
2524 Redwood
Anchorage, Alaska 99504

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

Dear Ms. Aleck:

The following letter sets forth the terminology, definitions
and appraisal practices used in valuing real estate, when
the property is affected by a lease. The eighth edition of
The Appraisal of Real Estate, published by the American
Institute of 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
which can be separated from the bundle and conveyed by the
fee owner to other parties in perpetuity or for limited time

periods. When a right 1is separated from the bundle and
transfered, a partial, or fractional property interest 1is
createa

"Lease practice is one practical application of the Bundle
of Rights Theory. An ox”ner of the total bundle (a lessor)
may convey to a tenant (a lessee) rights to use and occupy a
property 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 when contract rent is less than market rent,
which 1is 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 negoti —
ated lease, contract rent would probably not differ from
market rent. When market rent exceeds contract rent, the
leasehold interest acquires value."

Under the Cannons and Regulations of the American Institute
of Real Estate Appraisers, it would be unethical for an
appraiser to render an opinion of market value for a prop-—
erty, and not take into consideration the effect of ;ny
leases on that property. If the tenant had a favorable
lease at belox™ market rent, whereby a leasehold interest
existed, the market value of the property would be of the
leased fee estate, which can be found by deducting the value
of the leasehold interest from the total property value 1in
fee simple. It would be unethic \1 for the appraiser to
merely value the property in fee simple and not take into
account a favorable lease creating a leasehold interest by
the lessee.

REAL ESTATE APPRAISERS « CONSULTANTS « MARKET ANALYSTS



At this point it may be helpful to define some of the terms
used in this letter: (1)

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

Lessee - One who possesses the right to use or
occupy a property unuer lease agreement.

Lessor®s Interest - Leased Fee Interest - The present (dis—
counted) value of the contract (lease)
rents in addition to the present (dis—
counted) value of the reversion (a
leased fee).

Lessee"s Interest - The market value of the property less
the value of-the lessor®"s interest.

Leasehold Value - The value of the leasehold interest;
that is, tl.e right to the use, enjoyment
and profit txisting by virtue of the
rights granted under a lease instrument.
The value of the leasehold interest is
the present (discounted) worth of the
rent saving, when the contractual rent
at the time of appraisal is less than
the current market rent.

Reversion - 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 expiration of the lease
controlling it.

In the case of the University of Alaska Lands, which were
leased by the State of Alaska, these properties all have an
existing valid lease which must be taken into consideration
when an appraiser estimates the current market value of the
property. The State of Alaska 1is the lessor and owns the
leased fee interest, which 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,
which is the right to use the property for a specific period
of time, and may 1include improvements to the pr .perty or
subleasing.

(1) Definitions are from the Appraisal Terminology and
Handbook, published by the American Institute of Real

Estate Appraisers.

Follett & Associates



Most of the University Land Leases were made in the early
1970"s, and contain a clause allowing the lease payment to
be increased to market rent upon reappraisal every five
years. They were 55 year leases with an option to renew the
lease for an additional 55 years at market rent.

In the late 1970"s the State offered a conversion progranm
whereby the lessees could convert the lease to a level
payment, 25-yoar lease, after which the lease payment could
be increased on every ten year anniversary, but the lease
payment could not be greater than 1507°c of the payment during
the previous 10 year period.

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

The State of Alaska is now 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 portion of the property
owned by the State of Alaska is the leased fee interest.

In the Addenda of this letter, 1is an example analysis of a
leased property which has been patterned after an actual
leasehold under consideration. The assumptions in this

example are as Tfollows:
Current Land Value: $280,000 (160 acres (@&$1,750/acre)

Beginning of Lease: 7/23/74

End of Lease: 7/23/2029

Lease Term: 55 years

Option: Additional 55 years at market rent.

Lease Rate: 25-year level payment at $950 per quarter

beginning 1/23/78. The lease rate may
increase up to 50% of the previous period
every 10 years.

A survey of land leases in the market indicates that land
lease rates for this type property would be about 8% of
value annually. This would indicate a quarterly lease
payment of $5,600 (.08 x $280,000 * 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 70%
every 10 yearb. lor example, a property valued at $20,000
today would be worth $34,000 ten years hence. Thus, the
lease Advantage will 1increase over time, since the lease
payment 1is level for 25 years and then only can be increased
50% every 10 years.

Follett & Associates



The lease goes to market rent at the beginning 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 underlying logic for estimating the market value of the
leasehold interest, or the leased fee interest, 1is that a
person would not pay a dollar today for a dollar received in
the future. The difference in the amount paid is reflected
by the discount rate, or interest rate.

Addendum A represents the calculations for a leased fee
interest where the property is leased under the above terms

and conditions, except the lease payment is at market rent

and can be increased every 10 years. It shows that the
present value of the discounted lease payments at 12% interest,
plus the present value of the reversion of the property at

12% interest equals the prese ,tt value of the property in fee
simple. This calculation is used to check the assumptions

and discount rates to make sure the discounted cash flows of
the model equals the current fee simple market value of the

property.

Addendum B shows the calculations for the leased fee interest
using the discount rates from the model and applying the
terms and conditions 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 Leased Fee
Interest. Subtracting this amount from the value in fee
simple of $280,000 indicates that the leasehold interest is
worth $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 advant-—
age from the lease. During each time period, the rental
advantage between market rent and the rent stated in the
contract 1is discounted to present value.

Addendum C summarizes these calculations, 1indicating a total
leasehold interest based on the above lease information and
assumptions, of $228,470. Adding the estimated value of the
leased fee interest yields a total property value esta.mate
of $279,203, (%$228,470 + $50,733 = $279,203) which is very
close to the current market value of the property ($280,000).

It is the appraiser®s hope that the example outlined in the
Addenda will help clarify the University Land Leasehold
situation and help 1identify the proper procedure to estimate
the current market value of a property involving a lease.
This paper shows the method of valuing both a Leased Fee
Interest and the Leasehold Interest.

Follett & Associates
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It is interesing to note that in tnis example, if the lease /'"lisf¥
continues, the State of Alaska will receive 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 property will have appreciated to an estimated

Vdo.de of $2,970,000.

Alternately, if the State of Alaska sells its Leased Fee
Interest for $50,733 (see Addendum B), and puts the money in
an account receiving 10% interest compounded monthly, the
investment would grow to $4,265,000 by the end of the lease

(7/23/2029).

I would like to reemphasize chat when a property is appraised
for "Fair Market Value"™ and there 1is an existing lease, the
appraiser must analyze the lease, and appraise the Leased

Fee Interest (sometimes called Leased Fee Estate).

IT we can be of any further help to you regarding the analysis

of leases, please call us.

Sincerely yours,
FOLLETT & ASSOCIATES

Evic G. Follett, MAI

Follett & Associates



ADDENDUM A
Leased Fee Interest Calculations - at Market Rents

As a check of the model], if we aPpI a market rent to the lease of
a $280,00 RroFerty. The Present Worth of the lease payments and
reversion should equal today's market value of the property.

A00),

e
f
Ann 5al market ren} would he 87. of Ianq valu 387. X $F80 000 - $22,
or U X 87

e 2
600 q7artery. An investor would also expect land values t
se 707. every” 10 years, which would also Increase the rent 7
every 10 years.

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

The Present Worth Factor for A0 quarters at 127. interest
|% 23.808 (from,Coggound Interest Tables).
Tha 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 A0 gquarters, defer
A0 quarters at 127. Interest is (31.107 - 2% 808% « 7.299
The 'lease rate can be increased by 707. to $9,520.
$9,520 x 7.299 - $ 69.A86

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

The Present Worth_ Factor for A0 quarters, deferred
10 quarters at 127, Interest is (33.3AA - 3%.107& - 2.237
The ‘lease rate can be increased by 707. to $16,18A.

$16,18A x 2.237 - $ 36,20A
Ath Period - 1/23/2015 to 1/23/2025

The Present Worth Factor for A0 quarters, deferred
120 quarters at 127. interest is (13A.030 - 33.3AA) 686
The lease rate can be increased 707. to $27,513.

$27,513 x .686 - $ 18.87A
5th Period  1/23/2025 to 7/23/2029

The Present Worth Factor for 18 quarters, deferred
160 quarters at 127 interest Is 33A.155 - 3A.0303 125
The [ease rate can be iIncreased 707. to $A6,771.
$A6,771 x .125 - $ 5.8A6
Present Worth of MarketLease Payments $263,736

Present Worth of Reversion

The estimated land value in year 2029 is $2,970,000,
ich reflects a /07. increasé in land value every
years, simple interest.

Present Worth Factor for $1,00 received after
§ ? st is .0055

178 quarters at 127. annual Intere

$2,970,000 x .0052 - + 15.AMA
Total Indicated Present Value of

Lease Payment and Reversion $279,180

The model checks, s%nce this is equa

qual to the current value
of the property In fee simple Interest.



ADDENDUM B
Leased Fee Interest Calculations - Based on the Lease Terms
he "convert ed" lease states the quarter] on this property js
£950 unt\lll 1/2312003. %e paymen(% can th%n %e mcreasedpuppto
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 quarte s, deferred
7% quarters at 127. Enterest s (3 %0 0 - f0.2469 - 2.834.
The lease rate can be a maximum of $950 plus 507., or $1,425.

$1.425 x 2.834 - $ 4038
3rd Period - 1/24/2013 thru 1/23/2023

The Present Worth Factor for 40 uarters, deferred
112 quarters at 127. interest js ?33 949 33.0803 869
The Iea§e7 é)@yment can be a maximum of $1, 425 plus 507,
or $2
$2,137.50 x .869 - $ 1,857

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

The Present Worth Factor for 26 uarters, deferred
152 ﬂuarters at 127. interest s 4%55 33. 949§ -.206.
The ease %ayment can be a maximum of $2,137.50 plus 507,
or $3,2
$3,206.25 x .206 - $ 660

Present Value of Lease Payment $35,289
Reversion
At the end of the 55 z ?r lease the I%aseholder has the
? tion of renewing the lease for another 55 ){ears but the

ase Hment can be '”C{]eaﬁEd t%m rket rent.  Thus, Che
ap,oral élssumes hat the leaseholder would n? Ion?er have

easen o Interest at chat point, anit the value ol the
Leased Fee Interest would equal the value of the Fee Simple
Interest. The estlmated I e of the gropertg In the e§r
20%9 Is $2 978,000, which retlects a 707. Increase in lan
value every 10 years.
Present Value of Reversion
Present Wort c r for $1 gived after 178 quarters
at ig annuaq [|: te st {s$.06%8. g

$2.970,000 x .0052 - $15 444

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

No te: This represents the markﬁt value of the State of Alaska's
Leased Fee Interest in Che property.



ADDENDUM C
Leasehold Interest Calualatlons

Based on Lease Terms and Investor Expectations in Market

Period - 1/23/85 thru 1/23/95
PW of the rentaI advanta%e of $4,6 J$5 600 - $
r%er Iguarter for 40 quartérs discounted at 12% int
actor is 23.808
$4,650 x 23.808
Period - 1/23/95 thru 1/23/2003
Present Worth of the Rental Advantage of $8
é% 520 - 89 8 rscoun(t)ed at 127, mte]r est
guar ers, deferred 4 quar ers. The Fac
Is 30.246 - 23.808 - 6.438
$8,5670 x 6.438
Period - 1/23/2003 thru 1/23/2005
Péesent Worth of the Rental Advantage
é 9,520 - §1 ,4%5) drsc%unted at 12771
quarters 8uar ers
The Factor is 31 107 - :
$8,095 x .861
Period - 1/23/2005 thru 1/23/2013
Presetn Worih of the Rental Advantade of $14,759
{$16 184 - $1,425) discounted at 127. interes
[ 32 quarters deferred 80 quarters,
The Factor is 33.080 - 31.107 1.973
$14,759 x 1.973

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

570
0r
or

861

Present Worth of the Rental Advanta(g 4 46

{ 16 184 - $2,138) drscgun&% at 12% e est
uarters, deterre qua ers

T e Fa tor 1s'33.344 - 33.084 264

$14,046 x .264
Period - 1/23/2015 thru 1/23/2023

Present Worth ot the Rental dvanta?e of $25,375
F 27,513 - $2,138) discoynte d at 127, interest
or 32 ciuarters defer d 120 quarters

The Factor s 33.9 33.3>4 605

$25,375 x  .605
Period - 1/23/2023 thru 1/23/2025

Present Wor the Rental Advantage $24.307
L S ol BT e
o1 B duarters,  deferred, g, quartefs,

$24,307 x .081
Period - 1/23/2025 thru 1/23/2029

Present Worh of the Rental Advantage of $43 565
¥$ 6,771 3,206) discoynted at 127. interest

[ 18 quar ers, deferred 160 quarters.
The Factor is 34.155 - 34.030 - .125

$43,565 x .125

0)

erest.

$110,708

$55174

$6,968

$29,125

$3,711

$15,357

$ 1,972

+ § 5,455

Total Discounted Present Value of Leasehold Interest. $228,470

Add: Leased Fee Interest
TOTAL of Leasehold and Leased Fee Interests

+50,733
$279,203

Note: Thi3 is equal to the value in Fee Simple of $280000 w hich
provides a check against the assumptions and calculations.
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IN THE HOUSE

For an Act entitled:

BE IT ENACTED BY THE LEGISLATURE

*

Section

sponsors:

W OR

Shultz, Sund,
M.M.Miller and Marrou

CS FOR HOUSE BILL NO.

K DRAFT

WORK DRAFT

Bradley
3121185 r

BY THE RESOURCES COMMITTEE

248 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - FIRST SESSION

"An Act

A

BILL

relating to

leases on certain land formerly

described as university-grant land;

an effective date."

1. (a)

A person and the a

lessee of university-grant land on

the effective date

sources may

request

of this Act,

the commiss

quitclaim deed conveying the land.

lease

(b) Except as provided in (c)

of "former university-grant

land for the

€y

as specified

ment

Administration,

of Natu

lower of

the appraised fair market value of the

land

June 17

ioner of

OF THE STATE OF ALASKA:

an

d providing for

ssignee of a person who was a

, 1983, and whose lease 1is, on

managed by the Department

of Natural Re-—

natural resources to 1issue a

of this section, a

under AS 38.05.070

lessee who holds a

may purchase the

\

land under the lease

in Appendix F of the Settlement Agreement between the Depart-—

ral Resources, the Department

and the

University

of Alas

of Revenue,

ka and 1its Board

the

trustee for the University of Alaska as ratified in ch. 22,

2)

its

app

raised fair

termined under AS 38.05.085(b).

was subject to reappraisal

(c) A

the lower of

asthe

(1)the appraised fair market value of the

value

lessee who holds a lea

has

been

determined

market

*

se of former

under AS 38.05.085(a)

under

-1-

value on June

Paragraph 15

17

of

Department of
of Regents as
SLA 1983; or

, 1983, as de—

university-grant land that

may purchase the land for

land under the lease

the Settlement
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A

Agreement between the Department of Natural Resources, the Department of
Revenue, the Department of Administration, and theUniversity of Alaska and
its Board of Regents as trustee for the University of Alaska as ratified 1in

ch. 22, SLA 1983; or

(2) its appraised fair market value under the lease on
1983, as determined under AS 38.05.085(b).

(d) A lessee on the effective date of this Act who was a lessee on
June 17, 1583, and who would have been entitled to rights under former
AS 38.05.058 before 1its repeal may exercise those rights in a purchase
under (b) or (c) of this section.

() A lessee who holds a lease of former university-grant land that
is classified as agricultural 1land may purchase the 1land under (b) or (c)
of this section subject to AS 38.05.321(a).

(n The commissioner of natural resources shall advise each lessee
who may have rights under this section of the enactment of this section.

(9) A lessee of former university-grant land who does not give the
commissioner of natural resources notice of an intent to purchase within
180 days after receiving the notice of rights provided for in (f) of this
section may purchase the former university-grant land for 1its appraised
fair market value at the time the notice of an intent to purchase 1is given.

(h) A purchase of land under this section extinguishes all rights and
claims arising out of the lease against the state by a lessee.

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

10.070(c). -y

248 (Res) -2 -



ANALYSIS OF HB 248

Sec. 1 (a) Would allow a person who leased University Grant land on
June 17, 1983 and whose lease is managed by the Commissioner
of Natural Resources when this bill takes effect, to
request the Commissioner to issue a patent to the land.

' %

Sec. 1 (b)* The person who holds a lease of former University Grant land
under AS 38.05.07 (c) or .085 (a) (allows a lease to be
issued for up to 55 years and sets out rules for reaching
a fair appraisal price) may buy the land for the lower of
the Appraised fair market value as set out in the Settlement
Agreement between the Department of Natural Resources,
Revenue, Administration and the University of Alaska or
the appraised value on June 17, 1983 under AS 38.085 (b)
(under this law the Director of the Division of Land had to
have the property appraised)

Sec. 1(d) A person who holds a lease on the land when this bill
becomes law and who leased the land on June 17, 1983 and who
would have been entitled to rights under the form :r AS 38.05.085
before its repeal, may exercise the purchase rights outlined
above. (Sec. 1 (b) and (c)).

Sec. 1(e) A person who holds a lease of former university grant land
that is classified as agricultural may purchase it subject
reservations by the State of all interests except agricultural
rights.

Sec. 1(f) The Commissioner of Natural Resources is responsible for
advising lessee's who may have rights under this law when it
is enacted.

Sec. 1 (g) A lessee of former university grant land who does not give
the Commissioner notice of intent to purchase with 180 days
after receiving notice may purchase the land at its appraised
fair market value at the time the notice of intent to purchase
is given

Sec 2. Provides Act takes effect immediately.



APPENDIX "F" *280,000 2 =**170,000

LEASE PAYMENTS 294,262
**REVERSION 1,169,294
1,463,556

LEASE PAYMENTS 294,262
*REVERSION 2,970,000
3,264,262

SALE/LEASE FEE r— S07733
Comp Int/ 0% 4,224,267

4,265,000
ANNUAL RENT 3.J&60 annual lease rate (.06)
MARKET VALUE 63,333

SALE/ RENTAL
MARKET VALUE 63,333
Leased Fee Value 50,733
)fe"600 Gain 25%



d)  The Department shall assist the University for two
years after the University receives title to University-grant lands
and other state lands as a result of this Agreement by providing
available resource and planning information.

14. Future Management of University-Grant Lands. The Board
of Regents, as trustee for the University of Alaska, shall have the
responsibility and duty to control, administer, and manage all lands
which are transferred to the University pursuant to this Agreement,
for the exclusive use and benefit of the University and for its financial
enhancement and security. The Board of Regents shall manage such
lands for educational purposes and to produce the maximum amount of
income for the University. The Board of Regents shall pot have responsibility
for, or control over, the fish and game on, or the appropriation of
water from, University-grant lands, both of which shall be subject to
applicable state laws and regulations. The University shall provide
legal access to all navigable and public waters on or adjacent to the
lands which are the subject of this Agreement. The University recognizes
that lands underlying navigable waters are owned in fee by the State”
and are not subject to the provisions of this Agreement. The management
of such lands shall be coordinated by the State with the Board of
Regents' management of adjacent lands which have been conveyed by this
Agreement. Nothing in this Agreement shall prevent the University
from applying for a permit to appropriate water pursuant to the Alaska
Water Use Act, A.S. 46.15.

15. Interim Management. After signing of this Agreement
creation of any third party interests in the University grant land or
lands reserved for selection by the University pursuant to paragraph 12
shall require approval by the University with the exception of lease
con_versions purs_uant to Section 12, ch 138, SLA 1977 as amended._%\:_i'l;lé. *l*‘48|1
University-grant lands which are the subject of municipal selections
will not be conveyed to the applicant until the University has approved
replacement lands as contemplated by AS 29.18.206(d).

16. Resumption of Litigation. |In the event that the University
does not receive the total dollar amount owed in cash or land as
provided in this Agreement by October 3U, 1983, the parties shall be

deemed not to have waived any right they may have otherwise had to

11



ATTACHMENT ttl

STATE - UNIUERSITY / LEASES

BACKGROUND:

University Trust Lands were Leased b{ the _State, Division of
Lands, during the period 1960 to 1975, as on% Term 55yr., Renewable
Leases. From 1975-1977 Lessees of AIl State Land, (Mental Health,
School, Unjversn{, etc.z, were appealing absorbitant rental increases,
resulting in the Legislature passing New Lease, Amendment Laws in

the former Disposal/Lease Lawsg7gprOV|d|ng an

1977,1978, &repealing _ [
option to “Request Conversion, prior to January 1, *.of State
Leases in effect on or before June 23, 1977, under the “New Laws"
thereby, was to follow an executed Lease amendment. At that time All
Leases of State-owned land, including Mental Health, School,
Municipality, etc., were amended, and Leaseholder's were permitted to
buy their lands at the amended Lease Agpra|sa| Ualuation.

With rare exception, by early 1978, University Land Leases were
not amended, even though the Lessees filed Lawful ™Conversion
Requests", (nor allowecj to be sold to an applicant) because the
University objected, "At its meeting February 15-16, 1978, the Board of
Regents declined to approve conversion of Leases", although dictated by
the State Statutes. . .

The University filed a lawsuit on April 23, 1979 vs the State,
"aIIedﬁlng mismanagement", also filing a Lis-pendens on all University
Trust Land, (including Leased Land, and "some" other land, not
belonging to the University). They sought an injuction to stop Lease
Conversions, (Amendments), Lease Renewal, or any Dispoal thereof,
seeking ultimate management of all University Lands. The State sought
to enjoin the Lessees as defendants in the "Suit; Butfailed toshow the
Court how Third Part¥ Lessee's would be damaged. In February, 1981,
the Supreme Court ruled that the "State, not ‘the University, ‘owned th
Land and could dispose of it only by law, and only the Legislature
makes the Law". . _ _

XXX On March 11, 1982, the State and University entered into a
tentative, (without Eredjudlcey "Settlement Agreement", subject to
ratification by the Legislature. Whereby: Compensation ror Damages by
the State would be paid; Leases were a%reed to be binding, and
management would be continued by the State, until transfer was
requested by the Unlversnb;_Lease Convernon,ﬁAmendmenm) could
finally be completed; All University Lands would be conveyed to the
University by the State, except ang “unduly encumbered land, including
any Lease's* the University elected not to retain, which would be
replaced by other State land. Legislative concurrance and the
Governors approvl finally occurred on June 17, 1983, thru passage of
41, During this time Leaseholders complained to Legislators of their
ongoing plight, and the Unviversity decided to give up ALL Leased Land
to the State, and to speed up the schedule of reconveYance of Leases
Thru all this time the Lis-pendens has remained, until the final
reconveyance.



XXX In the meantime, following the March 1[I, 1982, tentative
mSettlement Agreement", the Division of Lands started proce55|n%
University Lease (AmencLnents), which still remained unexecuted by the
Lessor and Lessee, subsequent to the “Conversion Request* Agreement (to
Amend), previously entered into by the Lessee and the State prior to
1-1-79. The old =~ 1977,1978 Paperwork was dug out, completely ignoring a
Lease Conversion  Amendmentto the 1977,1978 Lease Conversion Laws
enacted in 1981, ESLA 113, Sec.44.), and made effective retroactivly to
July 18, 1978. THREE different Conversion Law provisions could now
appgy; per the "REQUEST" Agreement, Stipulating Provisions/Instruetjpns
on bac

k

(1) 1977 Conversion Law created “New" lease, (rental) based on
Iast_apPralsal prior to 1-1-75 brought forward to 1-1-76 0 10/ a year,
or, if leased after 1-1-75 0 the ouglnal lease rate.

(2) 1978 Conversion Law "Amends’ lease, (rental) based on last
appraisal prior to 1-1-75 brought forward to, 1st quarter fQ|LOWIn%
request 0 10/ a year, or, if leased after 1-1-75 “0 the original Teased
rate*. (SLA 182, Sec.2l., “If leased after 1-1-75 a New lease is the
fair market va b ht forward to conversion date 0 10/ per year),

lue
1981 (SLA
) |
brought forward %uarter following request
leased after 1-1-74 10/ per year to date of reqest
?XE*A Y%AR“ is compounded; XXXX™ "PER YEAR" is straight Annual
nterest.

- The Division of Lands, offered only ONE provision to all
University Land Lessee's, which included AGREEING to NON execute a
Lease Amendment (0 approximately Double the current rental rate),
unneccessarily back-dating the Amendment, retroactively to 1979, or
earlier; Also, demanding the immediate payment of a retroactive
Compounded rental rate increase, (Lessee's had never been notified

~of any “additional", accruing, rental-bi 1ling, prior to this demand).
The Lesse's were forced to pax-up, or supposedly "lose their rights"
eunder the provisions of the "Amended Lease Law" now in effect. o ¥

ISSUES:

Since the Lessee's were innocent Third Parties to the lawsuit
between the University and the State, and the land was in limbo, the
Lessee's feel the inequity they suffered was a gross |ndust|ce,_wh|ch_
they had no control over. The only thing Lessee's could do during this
period, was pay the Lease expenses, and the Taxes, and pray for a just o
outcome. In the interim: Lessee's lost the opportunity to utilize their’
Re3|dency Credits, fOf_FUIChaSQ of their Leased Land; They had to
forestall plans for bui dlng, improving, or even retireing. Some have
died; and s e just gave up! _ _

Since it has been the policy of the State to' dispose of lands to its
e citizens, allowing a preference right to Leaseholders; due to the
«forestated circumstances, it is resgectquy re?uested the State agqree
"It is in the best interest of the State* to offer to'sell its Equity
in these leased lands to the present Lessee's, under an equitable,
applicable Preference Right Statute, such as AS 38.05.035?b)2

2
ugnt
3, Sec.44. Retroactive to 7-18-78) Conversion Law
al) based on last appraisal Brlor to 1-1-74 _

t 10/ a yvar, or, if

Page -2-
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Bl S-HHE D OAaROR

DEPARTMENT OENATURAE RESOURCES

555CORDOXA TREET

DIVISION OF LAND AND WATER MAN NT Kﬂ%ﬁ%r@ﬁ& ALASKA 99510-7005
PHONE: (907)276-2653
CERTIFIED MAIL
RETURN RECEIPT REQUESTED
r

E. Douglas Kenyon and
Gail R. Kenyon

1692 Winterset Dr.

Anchorage, AK 99504

Re: ADL 34213 - Option to Purchase
Dear Mr. and Mrs. Kenyon:

This is a follow-up to this Division's letter dated June 28, 1984
offering the subject lease for sale. Please be advised that this

The litigation between the University of Alaska and the Department of
Natural Resources has been settled. As a result of the settlement
agreement."the®Department of Natural Resources may now proceed to sell
you, mthe lands you are leasing.

The purchase price is established at $24,000.00,

B r s f m h a r u s t under the terms of the settlement, qI
An eligible veteran is entitled to a discount of 25% of the purchase

price on lands classified for a use other than commercial and industrial.
A discount may not be applied to survey costs, road development costs,
utility assessments, or other cost that are determined to be reimbursable
to the State. A wveteran is entitled to only one discount .uring the
veteran's lifetime.

If you elect to exercise your option to purchase, please notify Contract
Administration, Land Management Section, Division of Land and Water
Management, Pouch 7-005, Anchorage, Alaska 99510 by October 15, 1984.

On October 15, 1984 this option to purchase will expire then an agency
review will be completed by the Southcentral District Office. You
will be responsible for bearing the cost of a legal notice to be
submitted to a newspaper serving the area in which the land is located.

You may choose to pay the entire purchase price and receive a title
document or you may enter into a land sale contract. If you elect to
enter into a contract the terms of payment require a 5% down payment,



E. Douglas Kenyon and 2 August 9, 1984
Gail R. Kenyon

quarterly or annual installments on a 20 year level payment basis, and
interest at the prevailing rate for real estate mortgage loans made by
the federal land bank for Alaska. The interest rate at this time is
12"%, but is subject to change.

If you do not wish to purchase at this time, you can continue to lease
according to the terms of your lease.

If you have any questions, please advise.

Richard A. LeFebvre
Deputy Director

PK /ljr
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State of Alaska - Dept, of Natural Resources

Div. of Lands and Water Mgt.-Contract Admin.
# T c H

Pouch 7-0005 Anchorage, Ak. 99510

Mr. Richard A. LeFebvre - Dep. Director

Re: ADL 34213 - Option to Purchase - Benka LK AK BLK 2 LOT 3L

In reply to your letter of Aug*9y&19847*advising us of the option to
purchase by negotiated sale, the above identified property presently leased
by us from the State of Alaska.

This is to notify you that to exercise the option to
purchase this property by negotiated rsalel

The result of a phone call to your offices, informed us that the sale
associated title documents, contract agreements, and monetary arrangements
would be ready and take place approximately the first of next year (1985).

If there are any changes in your departments intentions for this property,
or in the monetary terms set forth in your letter, or in our understanding
of the approximate time of transaction, we expect to be notified in
reasonably advance notice by Certified Mail.

Sincerely,

«

J

z
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DEPARTMENT OF NATURAE RESOURCES 3601 C STREET
SUITE 1030
POUCH 7-005
DIVISION OF LAND AND WATER MANAGEMENT fiuC - *
L%

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

/9 m h 1

E. Douglas Kenyon and

Gail R. Kenyon Stm e .
1692 Winterset Dr.
Anchorage, AK 99504

Re: ADL 34213 - Land Lease Purchase

Pursuant to AS 38.05.102
frtv \/cr/\/j& "{2J3?%/ix *

Dear Mr. and Mrs. Kenyon: /Man-, k/k/Ac/rim,

The agency review, legal advertising and final finding has been completed
on ADL 34213. he~5Ki.r*tg~fcStrvaSfe for the above referenced parcel

is established at $24,000.00.

The enclosed®orms must be completed and returned to this office by
in order to enter into a contract or receive title to

the parcel. The forms include:

1. RELINQUISHMENT AGREEMENT (Form 10-3131) - form must be
completed in full.

2. DECLARATION OF INTENT (Form 10-1018) - form must be completed
in full.

3. VETERAN ELIGIBILITY APPLICATION/AFFIDAVIT (Form 10-1086) -
under AS 38.05.940 an eligible veteran may receive a discount
of 25% of the purchase price. Information regarding discount
eligibility may be found on the form's reverse. |If you wish
to claim a discount, please complete this form in full, and
submit with proof of residency and the DD Form 214.

If you elect to enter into a contract, please remit a down payment of
5% of the purchase price or discounted purchase price and a $50.00
document handling fee with the completed forms. Contracts shall be
issued for a term of 20 years with interest at the prevailing rate for
real estate mortgage loans made by the federal land bank for the farm
credit district for Alaska at the time the contract is signed by the
Director or his representative. The interest rate at this time is

12.75% and is subject to change.



E. Douglas Kenyon and 2 March 1, 1985
Gail R. Kenyon

If you elect to receive title now, please remit the purchase price or
discounted purchase price and a $50.00 document handling fee with the

completed forms.

any questions, please advise.

a tch jrec

Edward G. Barber Jr.
Chief, Contract Administration

Enclosures
cc: Accounting

PK/ljr



Original sponsors: Shultz, Sund,
M.M.Miller and Marrou

IN THE HOUSE BY THE RESOURCES COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 248 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to leases on certain land formerly
described as university-grant land; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. (a) A person and the assignee of a person who was a
lessee of wuniversity-grant land on June 17, 1983, and whose lease 1is
minaged by the Department of Natural Resources on the effective date of
this Aot and 1is in good standing, may apply to purchase the land and re—
quest the commissioner of natural resources to

(1) issue a quitclaim deed conveying the land; or
(2 transfer the land under a contract of sale under AS 38.-
05.065.

(b) Except as provided in (¢) and (d) of this section, a lessee
holds a lease of former university-grant land may purchase the land for the
current appraised fair market value of a fee simple ownership of the land.

(c) Except as provided in (d) of this section, a lessee who holds a
lease of former wuniversity-grant 1land and who has accepted an offer to
purchase the land before January 1, 1986, for the price specified under
Appendix F of the Settlement Agreement as amended between the Department of
Natural Resources, the Department of Revenue, the Department of Administra—
tion, and the University of Alaska and its Board of Regents as trustee for
the University of Alaska as ratified in ch. 22, SLA 1983, may purchase the
land at the price specified in Appendix F as amended.

()] A lessee who holds a lease of former university-grant land and

o=
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who Tfiles an application with the department before January 1, 1986 to
purchase the land but disagrees with the price specified in Appendix F of
the Settlement Agreement, as amended, may purchase the land for the fair
market value of the fee simple ownership of the land on June 17, 1983.

(e) A lessee who holds a lease of former university-grant land that
is classified as agricultural Jland may purchase the 1land subject to the
reservation of non-agricultural rights by the state.

(f) An application to purchase under (b), (c), and (d) of this sec—
tion constitutes a relinquishment of rights under the lease on

(1) the issuance of a quitclaim deed by the state; or
(2) the execution of a contract of sale under AS 38.05.065.

(g) Within 90 days after the effective date of this Act, the commis—
sioner " f natural resources shall advise each lessee who may have rights
under this section of the enactment of this section.

(h) A lessee qualified to purchase under (b), (¢) , or (d) of this
section may tender the commissioner an amount equal to five percent of the
purchase price determined under (b) , (¢c), or (d) of this section and pur—
chase the land under AS 38.05.065.

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

10.070(c).

SCS CSHB 248(Res) -2-
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