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RE: SENATE CS f o r  CS f o r  HB 248 ( R e s o u r c e s )
"An Act  r e l a t i n g  t o  l e a s e s  on c e r t a i n  l a n d  f o r m e r l y  d e s c r i b e d  
a s  u n i v e r s i t y  g r a n t  l a n d ;  and p r o v i d i n g  f o r  an  e f f e c t i v e

d a t e . "

T h e r e  a r e  a  number  o f  p e r s o n s  who h o l d  l e a s e s  on s t a t e  l a n d  t h a t  was 
f o r m e r l y  u n i v e r s i t y - g r a n t  l a n d .  Many o f  t h e s e  p e r s o n s  would l i k e  t o  b uy  
t h a t  l a n d  f rom  t h e  s t a t e .

F o r  many y e a r s ,  t h a t  was n o t  p o s s i b l e  b e c a u s e  t h e  l a n d  was t i e d  up i n  a  
l o n g  t e r m  l e g a l  d i s p u t e  b e tw e e n  t h e  u n i v e r s i t y  and  t h e  s t a t e .  T h a t  
l e g a l  d i s p u t e  h a s  now b e e n  s e t t l e d  and t h e  s t a t e  h a s  c l e a r  l e g a l  c o n t r o l  
o f  t h e  d i s p u t e d  l a n d  and  c o u l d  s e l l  t h a t  l a n d  t o  t h e  . l e s e e s .

S e c t i o n  1 ( a )  and  (b )  o f  t h e  CS e s t a b l i s h  t h a t  l e s e e s  may buy  t h e  l a n d  
t h e y  a r e  l e a s i n g  f rom t h e  s t a t e  a t  c u r r e n t  f a i r  m a r k e t  v a l u e  a p p r a i s e d  
a s  t h o u g h  i n  f e e  s i m p l e  o w n e r s h i p .

S e c t i o n  1 ( c )  a l l o w s  l e s e e s  who w i s h  t o  p u r c h a s e  f rom DNR t o  do so  a t  a  
p r i c e  p r e v i o u s l y  e s t a b l i s h e d .  T h ' s  o p t i o n  i s  open  u n t i l l  J a n u a r y  1 ,  
1986.

S e c t i o n  1 (d )  a l l o w s  l e s s e e s  who w i s h  t o  p u r c h a s e  f r om  DNR b u t  who 
d i s p u t e  t h e  e s t a b l i s h e d  p r i c e ,  t o  g e t  a new a p p r a i s a l .  The p r o p e r t y  i s  
t o  b e  a p p r a i s e d  a s  t h o u g h  i t  were  i n  f e e  s i m p l e  o w n e r s h ip  and  a s  J u n e  
1 7,  1983 ( t h e  d a t e  o f  t h e  u n i v e r s i t y  -  s t a t e  s e t t l e m e n t ) .  T h i s  o p t i o n  
i s  a l s o  open  u n t i l  J a n u a r y  1 ,  1986.

S e c t i o n  1 ( e )  makes  p l a i n  t h a t  p u r c h a s e r s  o f  u n i v e r s i t y - g r a n t  l a n d  t h a t  
i s  c l a s s i f i e d  a s  a g r i c u l t u r a l  o n l y  r e c e i v e  t h e  a g r i c u l t u r a l  r i g h t s  t o  
t h e  l a n d  t h e y  p u r c h a s e .

S e c t i o n  1 ( f )  makes  p l a i n  t h a t  l e s e e s  who p u r c h a s e  t h e i r  l a n d  r e l i n q u i s h  
t h e i r  l e a s e  r i g h t s .

g?tate legislature

S e c t i o n  1 (g )  r e q u i r e s  t h e  C om m iss ion e r  o f  DNR t o  n o t i f y  a l l  e l i g i b l e  
l e s e e s  w i t h i n  90 d ay s  o f  t h e  e f f e c t i v e  d a t e  o f  t h i s  b i l l .



S e c t i o n  1 (h )  by  r e f e r e n c e  s e t s  o u t  t h e  m e c h a n i c s  o f  t h e  p u r c h a s e  
a r r a n g e m e n t .

S e c t i o n  2 i s  a n  i m m e d i a t e  e f f e c t i v e  d a t e  c l a u s e .

C o p ie s  o f  a l l  s t a t u t e s  t h a t  a r e  r e f e r e n c e d  i n  t h e  CS a r e  a t t a c h e d  t o  
t h i s  memo.

The main  p o i n t s  o f  c o n t e n t i o n  i n  t h i s  b i l l  h a v e  b e e n  on t h r e e  i s s u e s .
1) W h e th e r  t h e  p r i c e  f o r  t h e  l a n d s  s h o u l d  b e  d e t e r m i n e d  by c u r r e n t  

v a l u e  o r  by  a v a l u e  a t  some d a t e  i n  t h e  p a s t .
2) How l o n g  l e s s e e s  h a v e  t o  t a k e  a d v a n t a g e  o f  a p r i c e  b a s e d  on a

d a t e  i n  t h e  p a s t .
3) W h e th e r  t h e  v a l u e  o f  t h e  p a r c e l s  s h o u l d  b e  b a s e d  on t h e  s t a t e ’ s

l e a s e d  f e e  i n t e r e s t  o r  u pon  u pon  a  v a l u e  a s  t h o u g h  t h e  l a n d  was i n  f e e
s i m p l e  o w n e r s h i p .



§ 38.05.085 A laska 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.

(c) A lease for set net fishing may be issued for any period not 
exceeding 10 years. 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. (!) 2 ch 93 SLA 1963; am § 99 
ch 6 SLA 1984)

Effect of amendments. — The 1984 
amendment changed the internal refer­
ence in subsection Id).

Opinions of uttomoy general. — This 
section, which authorizes shore fishery 
leases, does not create a n exclusive right of 
fishery and therefore is not

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 c xpired and, 
thereafter, every 10 years; and

unconstitutional under 5 15. art. VIII, of 
the slate constitution. 198.1 On. Atl'y Cen. 
No. 03.

This section can he amended to limit the 
issuance of slate tidelnnd* lenses for 
fisheries development to residents of 
Alaska. 1983 Op. Att’y Gen. No. 03.
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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.
il>) 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 of the fair market value shall 
be averaged and tho resultant sum shall be the fair market value of the 
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.

(c) The lessee shall make advance payments of the annual rent or 
portion of it as the director, with the approval of the 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 
of a lease subjects the lessee to appropriate legal action, including, but 
not limited to, a forfeiture of the lease.

(g) In this section,
(1) "annual rent" means the am '.'.nt 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 II 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. (§ 3 art V ch 169 SLA 1959; § 11 ch 61 SLA 1960; 
S 4 ch 74 SLA 1961; am § 9 ch 138 SLA 1977; am §§ 8, 9 ch 182 SLA 
1978)

§ 38.05.085 ( » )  Punuc Lands § 38.05.085
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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 a written report to each house of the legislature which describes 
and shows the location of all classifications of state land made under
(a) of this section during the preceding year. (5 1 art III ch 169 SLA 
1959; am § 2 ch 31 SLA 1964; am §§ 33, 34 ch 85 SLA 1979; urn S 40 
ch 152 SLA 1984)

Cross references. — For state land nnd Effect of amendment*. — The 1984
water restricted to use as public recreation amendment made a series of technical 
area* and atatc parka, sec AS 41.21. change* throughout aubaeetion la).

NOTES TO DECISIONS

Dcpurtmcnt of Natural Resources ural Resource* agricultural dauiftcation
agricultural classification of lottery ,f lottery parcels wai proper, even though
parcels proper. — The requirement that it did foreclose multiple purpose*. Stnlo v.
on uct of the legislature it required where Weidner, Sup. Cl. Op. No. 2788 (Kile Nos.
multiple put poses are closed in parcels 6220, 6240, 6272), I'.2d (1984).
exceeding 640 acres applied to the Quoted in Southeast Alaska Conserve-
management of retained stale land, not tion Council. Inc. v. Suite. Sup. Ct. Op. No.
the disposal of it; thus, Department of Nut- 2662 (Kile No. 58551, l’.2d (19831.

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

See. 3 ^ g ^ l .  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 § 38.05.362

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.
(c) The provisions of this section do not apply
(1) to state 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) a quitclaim of the interest of the state to the federal government 
under AS 38.05.035(b)(9). (§ 3 ch 71 SLA 1976; am § 3 ch 180 SLA 

1978; am § 43 ch 152 SLA 1984)

Kcvidor'a notes. - In 1984 "former” Effect of amendment*. — The 1984 
wns inserted before the reference* to AS amendment, in subsection (c), designated
29.18 190 — 29.18.200 in subsections (b) the language beginning with ”to «tate
und (c). Those sections were repealed by Innd” as paragraph (1), added paragraph
5 5, ch. 180, SLA 1978. AS 29.18.205(e), (2), and made related technical changes in
referred to in subsection lb), was repealed paragraph (1).
by i 45. ch. 85, SLA 1979.

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

Sec. 38.05.347. Transfer o f state land to cities. (Repealed. § 6  ch 218 
SLA 1976; § 15 ch 257 SLA 1976.1 

Sec. 38.05.360. Waste o r in jury to land. [Repealed, § 21 ch 166 SLA 
1978. For current law see AS 11.46.1 

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

Article 12. State Control of Certain Land
Section Section
500. Klectorate determinations 503. Trea.ics nnd compacts
501. Management 504. Proceeds to the general fund
502. Property of the people 505. Exclusive enforcement

'llevlsor’H notes. -  Knotted os A S  

38.05.500 - 38.05.570 (now 38.0...D05I.

R e n u m b e r e d  in 1083.

Opinions of nttorney general. — 
Ballot Measure No. 5 is unconslilulionnl
because it is in dirK‘ ‘. J ‘u disclaimer provisions of 55 12 ond 1J. art. 
VII uf the stale constitution, nnd us n 
result neither the Deportment of Nnlurnl 
Resources nor any other pubhc oRencie, 
(o p., the Deportment of Public bofety, eh-1

should otten.pl to implement its provi­
s i o n s  1983 Op. Ally pen. No. .L

Ballot Measure No. 5 probably is
unconstiluti nul u n d e r  provisioimoMhe
United Stub .Constitution. 1983 Op. Atl y

GCrny,«iate cluim to ownership of public 
lands under the -equal foo.inq doclnne 
which insures Ihut new 
admitted to the Union with the some 
sovereign political rights nnd powers as ell
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§ 38.05.058 A laska Statutes § 38.05.065
NOTES TO DECISIONS

Quoted in Gilman v. Martin, Sup. Ct. (19831; Statu v. Weidncr, Sup. Cl. Op. No.
Op. No. 2652 tKile No. 59371,662 P.2d 120 2788 (Kilo Nos. 6220,6240,62721, P.2(l
(19831; LeKeschc v. Lustig, Sup. Ct. Op. (1984).
No. 2656 (File No. 6058), 663 P.2d 542

Sec. 38.05.053. Lund discount program. IRepealed, S 19 ch 67 SLA 
1983.1

Sec. 38.05.059. Limitation on purchases of agricultural 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 state justify 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,
Sup. Ct. Op. No. 2303 (File No. 4579). 624 
P 2d 807 (1981).

Sec. 38.05.063. Sales fo r pipeline purposes. IRepealed, S 31 ch 3 
FSSLA 1973.1

Sec. 3^5X165. Terms of contract of sale, (a) The contract of sole 
for lanusom^^ublic auction under AS 38.05.055 slmll 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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§ 38.05.065 Public Lands 8 38.05.065
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.

(e) 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 of the 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 of the 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.

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

(3) the sale of the agricultural land takes place after July 1,1979; 
and

(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 § 5 ch 
176 SLA 1978; am §§ 26.27 ch 85 SLA 1979; am §§ 17.18 ch 113 SLA 
1981; am §§ 23, 21 ch 152 SLA 1984; am § 1 ch 165 SLA 1984)

Revli-ir’fl notes. — Subsection ihl of 
this section was enacted as to;. 
Renumbered in 1984.

Effect of amendments. — The 1981 
amendment odded "under AS 38.05.055" 
following "public ouction" nnd substituted 
"20” for "ten" p. -eding "years” in the first 
sentence of subsection tat. In subsection 
lb), the amendment deleted "th“ proce­
dures specified in" following "land sold 
under" and substituted "and under AS 
38.05.078" for "(lottery disposals!" 
preceding "shall require the remainder" in 
the first sentence.

The first 1984 amendment odded sub­
sections tdl-tg) nnd, in subsection (c), 
Inserted "jut in the contract" in the first 
sentence und substituted "considered" for 
"which he considers" in the second sen­
tence.

The second 1984 amendment added sub­
section th).

Quoted in Slate v. Weidner, Sup. Cl. 
Op. No. 2788 (File Nos. 6220, 6240, 62721, 

P.2d (1984).

Collateral references. — 63 Am. Jur. 
2d. Public Lands, 4 46 et seq.

73A CJ.S„ Public Lands, § 184.

Sec. 3S.05.066. Preference to persons for fishery purposes. 
!Repealed. # 34 ch 94 SLA 1980.1

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.
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(e) 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 § 1 ch 28 SLA 1963; am § 1 ch 1 SLA 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 1981 Tho 1983 amendment substituted the 
amendment rewrote subsection (d) and reference to AS 38.09 for references to AS 
substituted "AS 38.04.020(g)(2)" for "AS 38 05.077 and 38.05.078 in subsection (e). 
38.05.047(0" in subsection Ic).

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.

(c) 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 of survey 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 of the land. (§ 1 ch 26 SLA 1963; am § 39 
ch 127 SLA 1974; am §§ 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 of the 
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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4 l41  B Street, Suite 402, Anchorage, Alaska 99503 (907 ) 562-4279
F O L L E T T  &  A S S O C I A T E S

R i c h a r d  H .  F o l l e t t ,  M A I  

E r i c  G .  F o l l e t t ,  M A I

F e b r u a r y  18, 19 8 5

Ms. B e v  A l e c k  
2524 R e d w o o d
A n c h o r a g e ,  A l a s k a  9 9 504

R e g a r d i n g :  F o r m e r  U n i v e r s i t y  of A l a s k a  L a n d s  l e a s e d
b y  the S t a t e  of A l a s k a .

D e a r  Ms. Ale c k :

T h e  f o l l o w i n g  l e t t e r  sets f o r t h  the t e r m i n o l o g y ,  d e f i n i t i o n s  
a n d  a p p r a i s a l  p r a c t i c e s  u s e d  in v a l u i n g  r e a l  estate, w h e n  
the p r o p e r t y  is a f f e c t e d  b y  a lease. T h e  e i g h t h  e d i t i o n  of 
T h e  A p p r a i s a l  o f  R e a l  E s t a t e , p u b l i s h e d  b y  the A m e r i c a n  
I n s t i t u t e  of R e a l  E s t a t e  A p p r a i s e r s  s t a t e s ,  " T h e  b u n d l e  of  
r i g h t s  T h e o r y  h o l d s  th a t  t otal r e a l  p r o p e r t y  o w n e r s h i p ,  o r  
t i t l e  in fee, i n c l u d e s  s e v e r a l  d i s t i n c t  r i g h t s ,  e a c h  of 
w h i c h  c a n  b e  s e p a r a t e d  f r o m  the b u n d l e  a n d  c o n v e y e d  b y  the 
f e e  o w n e r  to o t h e r  p a r t i e s  in p e r p e t u i t y  o r  for l i m i t e d  t i m e  
p e r i o d s .  W h e n  a r i g h t  is s e p a r a t e d  f r o m  the b u n d l e  a n d  
t r a n s f e r e d ,  a p a r t i a l ,  or f r a c t i o n a l  p r o p e r t y  i n t e r e s t  is 
c r e a t e a

" L e a s e  p r a c t i c e  is one p r a c t i c a l  a p p l i c a t i o n  o f  the B u n d l e  
of R i g h t s  T h e o r y .  A n  ox^ner of the t o t a l  b u n d l e  (a l e s s o r )  
m a y  c o n v e y  to a t e n a n t  (a l e s see) r i g h t s  to u s e  a n d  o c c u p y  a 
p r o p e r t y  for a f i x e d  ti m e  peri o d .  In r e t u r n ,  the t e n a n t  
a s s u m e s  a n  o b l i g a t i o n  to p a y  a n  a g r e e d  u p o n  p e r i o d i c  r e n t . "

It g o e s  o n  to s a y  that, "A l e a s e h o l d  i n t e r e s t  is s a i d  to 
h a v e  v a l u e  w h e n  c o n t r a c t  r e n t  is less t h a n  m a r k e t  rent, 
w h i c h  is the a m o u n t  a p r o p e r t y  c o u l d  e a r n  in  a c o m p e t i t i v e  
r e a l  e s t a t e  m a r k e t .  M a r k e t  r e n t  is n o t  p r o f i t  f r o m  a 
b u s i n e s s  o p e r a t e d  o n  the p r e m i s e s .  It is the r e n t  the r e a l  
e s t a t e  c o u l d  c o m m a n d  in the m a r k e t .  In a p e r f e c t l y  n e g o t i ­
at e d  lease, c o n t r a c t  r e n t  w o u l d  p r o b a b l y  n o t  d i f f e r  f r o m  
m a r k e t  rent. W h e n  m a r k e t  r e n t  e x c e e d s  c o n t r a c t  r e nt, the 
l e a s e h o l d  i n t e r e s t  a c q u i r e s  v a l u e . "

U n d e r  the C a n n o n s  a n d  R e g u l a t i o n s  of the A m e r i c a n  I n s t i t u t e  
of  R e a l  E s t a t e  A p p r a i s e r s ,  it w o u l d  b e  u n e t h i c a l  for an 
a p p r a i s e r  to r e n d e r  an  o p i n i o n  of m a r k e t  v a l u e  for a p r o p ­
erty, a n d  n o t  take in t o  c o n s i d e r a t i o n  the e f f e c t  of ;.ny 
l e a s e s  on  that p r o p e r t y .  If the t e n a n t  h a d  a f a v o r a b l e  
l e a s e  at belox^ m a r k e t  rent, w h e r e b y  a l e a s e h o l d  i n t e r e s t  
e x i s t e d ,  the m a r k e t  v a l u e  of the p r o p e r t y  w o u l d  be  o f  the 
l e a s e d  fee estate, w h i c h  c a n  be f o u n d  by d e d u c t i n g  the v a l u e  
of the l e a s e h o l d  i n t e r e s t  f r o m  the t o t a l  p r o p e r t y  v a l u e  i n  
fee s i m ple. It w o u l d  be  u n e t h i c  \1 for the a p p r a i s e r  to 
m e r e l y  v a l u e  the p r o p e r t y  in fee s i m p l e  a n d  n o t  t a k e  in t o  
a c c o u n t  a f a v o r a b l e  l e a s e  c r e a t i n g  a l e a s e h o l d  i n t e r e s t  b y  
the l e s see.
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A t  this p o i n t  it m a y  b e  h e l p f u l  to d e f i n e  s o m e  of the terms
u s e d  in  this l e t t e r : (1)

L e s s o r  - O n e  w h o  h o l d s  t i t l e  a n d  c o n v e y s  the
r i g h t  to u s e  and o c c u p y  a p r o p e r t y  u n d e r  
a l e a s e  a g r e e m e n t .

L e s s e e  - O n e  w h o  p o s s e s s e s  the r i g h t  to u s e  or
o c c u p y  a p r o p e r t y  u n u e r  l e a s e  a g r e e m e n t .

L e s s o r ' s  I n t e r e s t  - L e a s e d  F e e  I n t e r e s t  - T h e  p r e s e n t  ( d i s­
co u n t e d )  v a l u e  of the c o n t r a c t  (lease) 
r e n t s  in a d d i t i o n  to the p r e s e n t  ( d i s­
co u n t e d )  v a l u e  o f  the r e v e r s i o n  (a 
l e a s e d  f e e ) .

L e s s e e ' s  I n t e r e s t  - The m a r k e t  v a l u e  o f  the p r o p e r t y  less
the v a l u e  o f - the l e s s o r ' s  i n t e r e s t .

L e a s e h o l d  V a l u e  - T h e  v a l u e  of the l e a s e h o l d  i n t e r e s t ;
th a t  is, tl.e r i g h t  to the use, e n j o y m e n t  
a n d  p r o f i t  t x i s t i n g  b y  v i r t u e  of the 
r i g h t s  g r a n t e d  u n d e r  a l e a s e  i n s t r u m e n t .  
T h e  v a l u e  of the l e a s e h o l d  i n t e r e s t  is 
the p r e s e n t  ( d i s c o u n t e d )  w o r t h  of the 
r e n t  s a v i n g ,  w h e n  the c o n t r a c t u a l  r e n t  
at the ti m e  of a p p r a i s a l  is less than 
the c u r r e n t  m a r k e t  r e nt.

R e v e r s i o n  - T h e  r e t u r n i n g  o f  a n  i t e m  o f  r e a l  e s t a t e
to its g r a n t o r ,  s u c h  as the r e t u r n  of 
the f u t u r e  u s e  o f  r e a l  e s t a t e  to a 
l e s s o r  a t  the e x p i r a t i o n  of the l e ase 
c o n t r o l l i n g  it.

In the c a s e  of  the U n i v e r s i t y  o f  A l a s k a  Lands, w h i c h  w e r e  
l e a s e d  b y  t h e  S t a t e  o f  A l a s k a ,  t h e s e  p r o p e r t i e s  all h a v e  an 
e x i s t i n g  v a l i d  l e a s e  w h i c h  m u s t  b e  t a k e n  i n t o  c o n s i d e r a t i o n  
w h e n  a n  a p p r a i s e r  e s t i m a t e s  the c u r r e n t  m a r k e t  v a l u e  of the 
p r o p e r t y .  T h e  S t a t e  o f  A l a s k a  is the l e s s o r  a n d  o w n s  the 
l e a s e d  f e e  i n t e r e s t ,  w h i c h  is the r i g h t  to r e c e i v e  r e n t  a n d  
to g e t  the p r o p e r t y  b a c k  at the e n d  of  the lease.

T h e  i n d i v i d u a l  l e a s e h o l d e r s  o w n  the l e a s e h o l d  i n t e r e s t ,  
w h i c h  is the r i g h t  to u s e  the p r o p e r t y  for a s p e c i f i c  p e r i o d  
o f  time, a n d  m a y  i n c l u d e  i m p r o v e m e n t s  to the pr .perty or 
s u b l e a s i n g .

(1) D e f i n i t i o n s  a r e  f r o m  the A p p r a i s a l  T e r m i n o l o g y  a nd
H a n d b o o k , p u b l i s h e d  b y  the A m e r i c a n  I n s t i t u t e  of  Real 
E s t a t e  A p p r a i s e r s .

F o lle t t  & Associates



M o s t  of  the U n i v e r s i t y  L a n d  L e a s e s  w e r e  m a d e  in the e a r l y  
1970's, a n d  c o n t a i n  a c l a u s e  a l l o w i n g  the l e a s e  p a y m e n t  to 
b e  i n c r e a s e d  to m a r k e t  r e n t  u p o n  r e a p p r a i s a l  e v e r y  f i v e  
y e a r s .  T h e y  w e r e  55 y e a r  l e a s e s  w i t h  a n  o p t i o n  to r e n e w  the 
l e a s e  for a n  a d d i t i o n a l  55 y e a r s  a t  m a r k e t  rent.

In  the l a t e  1 9 7 0 ' s  the S t a t e  o f f e r e d  a c o n v e r s i o n  p r o g r a m  
w h e r e b y  the l e s s e e s  c o u l d  c o n v e r t  the l e a s e  to a l e vel 
p a y m e n t ,  2 5 - y o a r  lease, a f t e r  w h i c h  the l e a s e  p a y m e n t  c o u l d  
b e  i n c r e a s e d  o n  e v e r y  t e n  y e a r  a n n i v e r s a r y ,  but the l e a s e  
p a y m e n t  c o u l d  n o t  b e  g r e a t e r  t h a n  1507'c o f  the p a y m e n t  d u r i n g  
t h e  p r e v i o u s  10 y e a r  p e r i o d .

In a l l  t h e  i n s t a n c e s  r e v i e w e d  b y  the a p p r a i s e r ,  Inis c r e a t e d  
a s u b s t a n t i a l  l e a s e h o l d  i n t e r e s t  for the lessees.

T h e  S t a t e  o f  A l a s k a  is n o w  o f f e r i n g  to se l l  the p r o p e r t i e s  
to the l e a s e h o l d e r s .  S i n c e  the p r o p e r t i e s  are a f f e c t e d  by 
v a l i d  l e a ses, a n d  the l e s s e e s  h a v e  a s a l e a b l e  l e a s e h o l d  
i n t e r e s t ,  the m a r k e t  v a l u e  o f  the p o r t i o n  o f  the p r o p e r t y  
o w n e d  b y  the S t a t e  o f  A l a s k a  is t h e  l e a s e d  fee i n t e r e s t .

I n  t h e  A d d e n d a  o f  th i s  l e t t e r ,  is a n  e x a m p l e  a n a l y s i s  o f  a 
l e a s e d  p r o p e r t y  w h i c h  h a s  b e e n  p a t t e r n e d  a f t e r  a n  a c t u a l  
l e a s e h o l d  u n d e r  c o n s i d e r a t i o n .  T h e  a s s u m p t i o n s  in this 
e x a m p l e  a r e  as f o l l o w s :

C u r r e n t  L a n d  V a l u e :  $ 2 8 0 , 0 0 0  (160 a c r e s  (§ $ 1 , 7 5 0 / a c r e )

B e g i n n i n g  o f  L e a s e :  7 / 2 3 / 7 4

E n d  o f  Le a s e :  

L e a s e  Term:

7 / 2 3 / 2 0 2 9  

55 y e a r s

Op t i o n :  A d d i t i o n a l  55 y e a r s  a t  m a r k e t  rent.

L e a s e  Rate: 2 5 - y e a r  l e v e l  p a y m e n t  at $9 5 0  p e r  q u a r t e r
b e g i n n i n g  1 / 2 3 / 7 8 .  T h e  l e a s e  r a t e  m a y  
i n c r e a s e  u p  to 5 0 %  of  the p r e v i o u s  p e r i o d  
e v e r y  10 y e a r s .

A  s u r v e y  o f  l a n d  l e a s e s  i n  the m a r k e t  i n d i c a t e s  that land 
l e a s e  r a t e s  f o r  th i s  t y p e  p r o p e r t y  w o u l d  b e  a b o u t  8 %  of 
v a l u e  a n n u a l l y .  T h i s  w o u l d  i n d i c a t e  a q u a r t e r l y  l e a s e  
p a y m e n t  of $ 5 , 6 0 0  (.08 x $ 2 8 0 , 0 0 0  * 4 = $ 5 ,600). T h e  lessee 
has a s u b s t a n t i a l  l e a s e h o l d  a d v a n t a g e  o f  $ 4 , 6 5 0  p e r  q u a r t e r  
( $ 5 , 6 0 0  le s s  $ 9 5 0  e q u a l s  $ 4 , 6 5 0 ) .  A  t y p i c a l  i n v e s t o r  w o u l d  
e x p e c t  this p r o p e r t y  to i n c r e a s e  i n  v a l u e  a p p r o x i m a t e l y  70% 
e v e r y  10 y e a r b . l o r  e x a m p l e ,  a p r o p e r t y  v a l u e d  at $ 2 0 , 0 0 0  
t o d a y  w o u l d  be  w o r t h  $ 3 4 , 0 0 0  t e n  y e a r s  h e n c e .  Thus, the 
l e a s e  A d v a n t a g e  w i l l  i n c r e a s e  o v e r  time, s i n c e  the l e a s e  
p a y m e n t  is l e v e l  f o r  25 y e a r s  a n d  t h e n  o n l y  c a n  be i n c r e a s e d  
5 0 %  e v e r y  10 y e a r s .

F o lle t t  &  Associates



T h e  l e a s e  g o e s  to m a r k e t  r e n t  a t  the b e g i n n i n g  o f  t h e  o p t i o n  
p e r i o d  d u r i n g  t h e  5 5 - y e a r  o p t i o n .  T h e r e f o r e ,  the l e s s e e ' s  
l e a s e h o l d  i n t e r e s t  is c a l c u l a t e d  for o n l y  the i n i t i a l  55 
y e a r  t e r m  o f  the lease.

T h e  u n d e r l y i n g  l o g i c  for e s t i m a t i n g  the m a r k e t  v a l u e  o f  the 
l e a s e h o l d  i n t e r e s t ,  o r  the l e a s e d  f e e  i n t e r e s t ,  is t h a t  a 
p e r s o n  w o u l d  n o t  p a y  a d o l l a r  t o d a y  for a d o l l a r  r e c e i v e d  in 
the futu r e .  T h e  d i f f e r e n c e  in  the a m o u n t  p a i d  is r e f l e c t e d  
b y  the d i s c o u n t  rate, or  i n t e r e s t  rate.

A d d e n d u m  A  r e p r e s e n t s  the c a l c u l a t i o n s  for a l e a s e d  fee 
i n t e r e s t  w h e r e  the p r o p e r t y  is l e a s e d  u n d e r  the a b o v e  terms 
a n d  c o n d i t i o n s ,  e x c e p t  the l e a s e  p a y m e n t  is a t  m a r k e t  r e n t  
a n d  c a n  b e  i n c r e a s e d  e v e r y  10 ye a r s .  It s h o w s  th a t  the 
p r e s e n t  v a l u e  o f  the d i s c o u n t e d  l e a s e  p a y m e n t s  at 1 2 %  inter e s t ,  
p l u s  the p r e s e n t  v a l u e  of  the r e v e r s i o n  o f  the p r o p e r t y  at 
1 2 %  i n t e r e s t  e q u a l s  the p r e s e  ,tt v a l u e  of the p r o p e r t y  in fee 
simple. T h i s  c a l c u l a t i o n  is u s e d  to c h e c k  t h e  a s s u m p t i o n s  
and d i s c o u n t  r a t e s  to m a k e  s u r e  the d i s c o u n t e d  c a s h  f l o w s  of 
the m o d e l  e q u a l s  the c u r r e n t  f e e  s i m p l e  m a r k e t  v a l u e  of the 
p r o p e r t y .

A d d e n d u m  B s h o w s  the c a l c u l a t i o n s  f o r  the l e a s e d  fee i n t e r e s t  
u s i n g  the d i s c o u n t  r a t e s  f r o m  the m o d e l  a n d  a p p l y i n g  the 
terms and c o n d i t i o n s  o f  the l e a s e  to this p r o p e r t y .  Th i s  
e x a m p l e  s h o w s  the l e a s e d  fee i n t e r e s t  has a c u r r e n t  v a l u e  
o f  $ 5 0 , 7 3 3 .  T h i s  is the S t a t e  o f  A l a s k a ' s  L e a s e d  F e e  
I n t e r e s t .  S u b t r a c t i n g  this a m o u n t  f r o m  t h e  v a l u e  in  fee 
s i m p l e  of $ 2 8 0 , 0 0 0  i n d i c a t e s  t h a t  the l e a s e h o l d  i n t e r e s t  is 
w o r t h  $ 2 2 9 , 2 6 7 .

A s  a c h e c k  a g a i n s t  t h e s e  c a l c u l a t i o n s ,  t h e  a p p r a i s e r  c a n  
a l s o  e s t i m a t e  the v a l u e  of the l e a s e h o l d  i n t e r e s t  d i r e c t l y .
It is b a s e d  o n  the d i s c o u n t e d  c a s h  f l o w  o f  t h e  r e n t a l  a d v a n t­
ag e  f r o m  the lease. D u r i n g  e a c h  ti m e  p e r i o d ,  the r e n t a l  
a d v a n t a g e  b e t w e e n  m a r k e t  r e n t  a n d  the r e n t  s t a t e d  in the 
c o n t r a c t  is d i s c o u n t e d  to p r e s e n t  va l u e .

A d d e n d u m  C s u m m a r i z e s  t h e s e  c a l c u l a t i o n s ,  i n d i c a t i n g  a total 
l e a s e h o l d  i n t e r e s t  b a s e d  o n  the a b o v e  l e a s e  i n f o r m a t i o n  and 
a s s u m p t i o n s ,  o f  $ 2 2 8 , 4 7 0 .  A d d i n g  the e s t i m a t e d  v a l u e  of  the 
l e a s e d  fee i n t e r e s t  y i e l d s  a t o t a l  p r o p e r t y  v a l u e  esta.mate 
o f  $ 2 7 9 , 2 0 3 ,  ( $ 2 2 8 , 4 7 0  +  $ 5 0 , 7 3 3  = $ 2 7 9 , 2 0 3 )  w h i c h  is v e r y  
c l o s e  to the c u r r e n t  m a r k e t  v a l u e  o f  the p r o p e r t y  ( $280,000).

It is the a p p r a i s e r ' s  h o p e  t h a t  the e x a m p l e  o u t l i n e d  in  the 
A d d e n d a  w i l l  h e l p  c l a r i f y  the U n i v e r s i t y  L a n d  L e a s e h o l d  
s i t u a t i o n  a n d  h e l p  i d e n t i f y  the p r o p e r  p r o c e d u r e  to e s t i m a t e  
the c u r r e n t  m a r k e t  v a l u e  of  a p r o p e r t y  i n v o l v i n g  a lease.
T h i s  p a p e r  s h o w s  the m e t h o d  o f  v a l u i n g  b o t h  a L e a s e d  F e e  
I n t e r e s t  a n d  the L e a s e h o l d  I n t e r e s t .

F o lle t t &  Associates
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It is i n t e r e s i n g  to n o t e  t h a t  i n  t n i s  e x a m p l e ,  if the l e a s e  / ' ' l i s f  
c o n t i n u e s ,  the S t a t e  o f  A l a s k a  w i l l  r e c e i v e  a t otal of *
$ 2 9 4 , 2 6 2  in l e a s e  p a y m e n t s , p l u s  the r i g h t  to g e t  b a c k  the 
p r o p e r t y ( t h e  r e v e r s i o n ;  a t  the end o f  the lease, at w h i c h  
ti m e  the p r o p e r t y  w i l l  h a v e  a p p r e c i a t e d  to a n  e s t i m a t e d  
Vdo.de of $ 2 ,970,000.

A l t e r n a t e l y ,  if the S t a t e  o f  A l a s k a  s e l l s  its L e a s e d  F e e  
I n t e r e s t  for $ 5 0 , 7 3 3  (see A d d e n d u m  B ) , a n d  p u t s  the m o n e y  in 
a n  a c c o u n t  r e c e i v i n g  1 0 %  i n t e r e s t  c o m p o u n d e d  m o n t h l y ,  the 
i n v e s t m e n t  w o u l d  g r o w  to $ 4 , 2 6 5 , 0 0 0  b y  the e n d  of  the l e a s e  
( 7/23/2029).

I w o u l d  li k e  to r e e m p h a s i z e  chat w h e n  a p r o p e r t y  is a p p r a i s e d  
for " F a i r  M a r k e t  V a l u e "  a n d  t h e r e  is a n  e x i s t i n g  lease, the 
a p p r a i s e r  m u s t  a n a l y z e  the lease, a n d  a p p r a i s e  the L e a s e d  
F e e  I n t e r e s t  ( s o m e t i m e s  c a l l e d  L e a s e d  F e e  E s t a t e ) .

If w e  c a n  be of a n y  f u r t h e r  h e l p  to y o u  r e g a r d i n g  the a n a l y s i s  
o f  leases, p l e a s e  c a l l  us.

S i n c e r e l y  yours, 
F O L L E T T  &  A S S O C I A T E S

E v i c  G. F ollett, M A I

F o lle t t & Associates



ADDENDUM A
L e a s e d  Fee  I n t e r e s t  C a l c u l a t i o n s  -  a t  M a rk e t  R e n t s

As a c h e c k  o f  t h e  m od e l ,  i f  we a p p l y  a m a r k e t  r e n t  t o  t h e  l e a s e  o f  
a $ 2 8 0 , 0 0 0  p r o p e r t y .  The P r e s e n t  Wo r t h  o f  t h e  l e a s e  p ayment s  and 
r e v e r s i o n  s h o u l d  e q u a l  t o d a y ' s  m a r k e t  v a l u e  o f  t h e  p r o p e r t y .
A nnu a l  m a r k e t  r e n t  wou ld  be  87. o f  l a n d  v a l u e  (87. x  $ 2 8 0 , 0 0 0  -  $ 2 2 , A 0 0 ) ,  
o r  $ 5 , 6 0 0  q u a r t e r l y .  An i n v e s t o r  wou l d  a l s o  e x p e c t  l a n d  v a l u e s  t o  
i n c r e a s e  707. e v e r y  10  y e a r s ,  wh ich  wou ld  a l s o  i n c r e a s e  t h e  r e n t  707. 
e v e r y  10  y e a r s .
1 s t  P e r i o d  -  1 / 2 3 / 8 5  t o  1 / 2 3 / 9 5
The P r e s e n t  Wo r t h  F a c t o r  f o r  A0 q u a r t e r s  a t  127. i n t e r e s t  
i s  2 3 . 8 0 8  ( f r o m  Compound I n t e r e s t  T a b l e s ) .
Tha l e a s e  r a t e  i s  $ 5 , 6 0 0 .

$ 5 , 6 0 0  x  2 3 . 8 0 8  -  $ 1 3 3 , 3 2 6
2nd P e r i o d  -  1 / 2 3 / 9 5  t o  1 / 2 3 / 2 0 0 5
The P r e s e n t  Wo r t h  F a c t o r  f o r  A0 q u a r t e r s ,  d e f e r r e d  
A0 q u a r t e r s  a t  127. i n t e r e s t  i s  ( 3 1 . 1 0 7  -  2 3 , 8 0 8 )  « 7 . 2 9 9  
The l e a s e  r a t e  c an  be  i n c r e a s e d  by  707. t o  $ 9 , 5 2 0 .

$ 9 , 5 2 0  x  7 . 2 9 9  -  $ 6 9 .A 8 6
3 r d  P e r i o d  -  1 / 2 3 / 2 0 0 5  t o  1 / 2 3 / 2 0 1 5
The P r e s e n t  W o r t h  F a c t o r  f o r  A0 q u a r t e r s ,  d e f e r r e d  
70  q u a r t e r s  a t  127. i n t e r e s t  i s  ( 3 3 . 3AA -  3 1 . 1 0 7 )  -  2 . 2 3 7 .
The l e a s e  r a t e  c an  be  i n c r e a s e d  by  707. t o  $ 1 6 , 1 8 A .

$ 1 6 , 1 8A  x  2 . 2 3 7  -  $ 3 6 , 2 0 A
Ath P e r i o d  -  1 / 2 3 / 2 0 1 5  t o  1 / 2 3 / 2 0 2 5
The P r e s e n t  W o r t h  F a c t o r  f o r  A0 q u a r t e r s ,  d e f e r r e d
1 2 0  q u a r t e r s  a t  127. i n t e r e s t  i s  ( 3 A . 0 3 0  -  3 3 . 3AA )  -  . 6 8 6 .
The l e a s e  r a t e  c an  be i n c r e a s e d  707. t o  $ 2 7 , 5 1 3 .

$ 2 7 , 5 1 3  x  . 6 8 6  -  $ 1 8 . 8 7 A
5 t h  P e r i o d  1 / 2 3 / 2 0 2 5  t o  7 / 2 3 / 2 0 2 9
The P r e s e n t  W o r t h  F a c t o r  f o r  18 q u a r t e r s ,  d e f e r r e d
1 6 0  q u a r t e r s  a t  127. i n t e r e s t  i s  ( 3 A . 1 5 5  -  3 A . 0 3 0 )  -  . 1 2 5 .
The l e a s e  r a t e  c an  be  i n c r e a s e d  707. t o  $ A 6 , 7 7 1 .

$A 6 , 7 7 1  x  . 1 2 5  -  $ 5 . 8A 6
P r e s e n t  W o r t h  o f  M a r k e t  L e a s e  Payments  $ 2 6 3 , 7 3 6

P r e s e n t  Wo r t h  o f  R e v e r s i o n
The e s t im a t e d  l a n d  v a l u e  i n  y e a r  20 29  i s  $ 2 , 9 7 0 , 0 0 0 ,  
wh i c h  r e f l e c t s  a 707. i n c r e a s e  i n  l a n d  v a l u e  e v e r y  
10  y e a r s ,  s im p l e  i n t e r e s t .
P r e s e n t  W o r t h  F a c t o r  f o r  $ 1 . 0 0  r e c e i v e d  a f t e r  
1 7 8  q u a r t e r s  a t  127. a n n u a l  i n t e r e s t  i s  . 0 0 5 2

$ 2 , 9 7 0 , 0 0 0  x  . 0 0 5 2  -  +  1 5 . AAA
T o t a l  I n d i c a t e d  P r e s e n t  V a l u e  o f

L e a s e  Payment and R e v e r s i o n  $ 2 7 9 , 1 8 0
The mode l  c h e c k s ,  s i n c e  t h i s  i s  e q u a l  t o  t h e  c u r r e n t  v a l u e  
o f  t h e  p r o p e r t y  i n  f e e  s im p l e  i n t e r e s t .



ADDENDUM B
Leased  Fee I n t e r e s t  C a l c u l a t i o n s  -  B ased  on  t h e  L e a s e  Terms

The " c o n v e r t e d "  l e a s e  s t a t e s  th e  q u a r t e r l y  r e n t  on t h i s  p r o p e r t y  i s  
$ 95 0  u n t i l  1 / 2 3 / 2 0 0 3 .  The payment c an  t h e n  be  i n c r e a s e d  up t o  5^7. 
e v e r y  10 y e a r s .
1 s t  P e r i o d  -  1 / 2 3 / 8 5  t h r u  1 / 2 3 / 2 0 0 3
The P r e s e n t  W o r t h  F a c t o r  f o r  72  q u a r t e r s  a t  127. i n t e r e s t  
i s  3 0 . 2 4 6 .  The c u r r e n t  l e a s e  r a t e  i s  $ 9 5 0  p e r  q u a r t e r .

2nd P e r i o d  -  1 / 2 4 / 2 0 0 3  t h r u  1 / 2 3 / 2 0 1 3
The P r e s e n t  W o r t h  F a c t o r  f o r  40  q u a r t e r s ,  d e f e r r e d  
72  q u a r t e r s  a t  127. i n t e r e s t  i s  ( 3 3 . 0 8 0  -  2 0 . 2 4 6 )  -  2 . 8 3 4 .
The l e a s e  r a t e  c an  be  a maximum o f  $ 9 5 0  p l u s  507. ,  o r  $ 1 , 4 2 5 .

3 r d  P e r i o d  -  1 / 2 4 / 2 0 1 3  t h r u  1 / 2 3 / 2 0 2 3
The P r e s e n t  Wo r t h  F a c t o r  f o r  40  q u a r t e r s ,  d e f e r r e d
11 2  q u a r t e r s  a t  127. i n t e r e s t  i s  ( 3 3 . 9 4 9  -  3 3 . 0 8 0 )  -  . 8 6 9 .
The l e a s e  payment  c a n  be a maximum o f  $ 1 , 4 2 5  p l u s  507. ,  
o r  $ 2 , 1 3 7 . 5 0

$ 2 , 1 3 7 . 5 0  x  . 8 6 9  -  $ 1 , 8 5 7
4 t h  P e r i o d  -  1 / 2 4 / 2 0 2 3  t h r u  7 / 2 3 / 2 0 2 9
The P r e s e n t  W o r t h  F a c t o r  f o r  26 q u a r t e r s ,  d e f e r r e d
152  q u a r t e r s  a t  127. i n t e r e s t  i s  ( 3 4 . 1 5 5  -  3 3 . 9 4 9 )  -  . 2 0 6 .
The l e a s e  payment  c a n  be  a maximum o f  $ 2 , 1 3 7 . 5 0  p l u s  507., 
o r  $ 3 , 2 0 6 . 2 5 .

$ 3 , 2 0 6 . 2 5  x  . 2 0 6  -  $ 66 0
P r e s e n t  V a l u e  o f  L e a s e  Payment $ 3 5 , 2 8 9

R e v e r s i o n
At  t h e  end o f  t h e  55  y e a r  l e a s e  t h e  l e a s e h o l d e r  ha s  t h e  
o p t i o n  o f  r e n ew in g  t h e  l e a s e  f o r  a n o t h e r  55  y e a r s ,  b u t  t h e  
l e a s e  payment  c an  be  i n c r e a s e d  t o  m a r k e t  r e n t .  Thu s ,  Che 
a p p r a i s e r  assumes  t h a t  th e  l e a s e h o l d e r  w ou ld  no  l o n g e r  have  
a l e a s e h o l d  i n t e r e s t  a t  c h a t  p o i n t ,  and t h e  v a l u e  o f  t h e  
Le a s ed  Fee  I n t e r e s t  w ou ld  e q u a l  t h e  v a l u e  o f  t h e  Fee  S im p l e  
I n t e r e s t .  The e s t i m a t e d  v a l u e  o f  t h e  p r o p e r t y  i n  t h e  y e a r  
20 29  i s  $ 2 , 9 7 0 , 0 0 0 ,  wh ic h  r e f l e c t s  a 707. i n c r e a s e  i n  l a n d  
v a l u e  e v e r y  10  y e a r s .
P r e s e n t  V a l u e  o f  R e v e r s i o n
P r e s e n t  Wo r t h  F a c t o r  f o r  $1 r e c e i v e d  a f t e r  178  q u a r t e r s  
a t  127. a n n u a l  i n t e r e s t  i s  . 0 0 5 2 .

$ 9 5 0  x  3 0 . 2 4 6  - $ 2 8 , 7 3 4

$ 1 , 4 2 5  x  2 . 8 3 4  - $ 4 , 0 3 8

$ 2 , 9 7 0 , 0 0 0  x  . 0 0 5 2  -
T o t a l  E s t im a t e d  M a r k e t  V a l u e  o f  L e a s e d  Fee  I n t e r e s t

$ 1 5 , 4 4 4
$ 5 0 , 7 3 3

No_te: T h i s  r e p r e s e n t s  th e  m a rk e t  v a l u e  o f  th e  S t a t e  o f  A l a s k a ' s
L e a se d  Fee I n t e r e s t  i n  Che p r o p e r t y .



ADDENDUM C 
L e a s e h o ld  I n t e r e s t  C a l u a l a t l o n s  

B a sed  on L e a s e  Terms and I n v e s t o r  E x p e c t a t i o n s  i n  M a rk e t

Pe r i o d  -  1 / 2 3 / 8 5  t h r u  1 / 2 3 / 9 5
PW o f  t h e  r e n t a l  a d v a n t a g e  o f  $ 4 , 6 5 0  ( $ 5 , 6 0 0  -  $ 9 5 0 )  
p e r  q u a r t e r  f o r  4 0  q u a r t e r s  d i s c o u n t e d  a t  12% i n t e r e s t .
The F a c t o r  i s  2 3 . 8 0 8

$ 4 , 6 5 0  x  2 3 . 8 0 8  -  $ 1 1 0 , 7 0 8
P e r i o d  -  1 / 2 3 / 9 5  t h r u  1 / 2 3 / 2 0 0 3
P r e s e n t  Wo r t h  o f  t h e  R e n t a l  Advan t ag e  o f  $ 8 , 5 7 0  
( $ 9 , 5 2 0  -  $ 9 5 0 )  d i s c o u n t e d  a t  127. i n t e r e s t  f o r  
32  q u a r t e r s ,  d e f e r r e d  4 0  q u a r t e r s .  The  F a c t o r  
i s  3 0 . 2 4 6  -  2 3 . 8 0 8  -  6 . 4 3 8

$ 8 , 5 7 0  x  6 . 4 3 8  -  $ 5 5 , 1 7 4
P e r i o d  -  1 / 2 3 / 2 0 0 3  t h r u  1 / 2 3 / 2 0 0 5
P r e s e n t  Wo r t h  o f  t h e  R e n t a l  A dv an t a g e  o f  $ 8 , 0 9 5  
( $ 9 , 5 2 0  -  $ 1 , 4 2 5 )  d i s c o u n t e d  a t  127. i n t e r e s t  f o r  
8 q u a r t e r s ,  d e f e j  r ed  72 q u a r t e r s .
The F a c t o r  i s  31  107  -  3 0 . 2 4 6  -  . 8 6 1

$ 8 , 0 9 5  x  . 8 6 1  -  $ 6 , 9 6 8
P e r i o d  -  1 / 2 3 / 2 0 0 5  t h r u  1 / 2 3 / 2 0 1 3
P r e s e t n  W o r t h  o f  t h e  R e n t a l  A dv an t ag e  o f  $ 1 4 , 7 5 9  
( $ 1 6 , 1 8 4  -  $ 1 , 4 2 5 )  d i s c o u n t e d  a t  127. i n t e r e s t  
f o r  32  q u a r t e r s ,  d e f e r r e d  80  q u a r t e r s .
The F a c t o r  i s  3 3 . 0 8 0  -  3 1 . 1 0 7  -  1 . 9 7 3

$ 1 4 , 7 5 9  x  1 . 9 7 3  -  $ 2 9 , 1 2 5
P e r i o d  -  1 / 2 3 / 2 0 1 3  t h r u  1 / 2 3 / 2 0 1 5
P r e s e n t  W o r t h  o f  t h e  R e n t a l  A dv an t a g e  o f  $ 1 4 , 0 4 6  
( $ 1 6 , 1 8 4  -  $ 2 , 1 3 8 )  d i s c o u n t e d  a t  12% i n t e r e s t  
f o r  8 q u a r t e r s ,  d e f e r r e d  1 1 2  q u a r t e r s .
The F a c t o r  i s  3 3 . 3 4 4  -  3 3 . 0 8 4  -  . 2 6 4

$ 1 4 , 0 4 6  x  . 2 6 4  -  $ 3 , 7 1 1
P e r i o d  -  1 / 2 3 / 2 0 1 5  t h r u  1 / 2 3 / 2 0 2 3
P r e s e n t  W o r t h  o f  t h e  R e n t a l  A dv an t a g e  o f  $ 2 5 , 3 7 5  
( $ 2 7 , 5 1 3  -  $ 2 , 1 3 8 )  d i s c o u n t e d  a t  127. i n t e r e s t  
f o r  32  q u a r t e r s ,  d e f e r r e d  1 2 0  q u a r t e r s .
The F a c t o r  i s  3 3 . 9 4 9  -  33 . 3 '>4  -  . 6 0 5

$ 2 5 , 3 7 5  x  . 6 0 5  -  $ 1 5 , 3 5 7
P e r i o d  -  1 / 2 3 / 2 0 2 3  t h r u  1 / 2 3 / 2 0 2 5
P r e s e n t  Wo r t h  o f  t h e  R e n t a l  A dv an t a g e  o f  $ 2 4 , 3 0 7  
( $ 2 7 , 5 1 3  -  $ 3 , 2 0 6 )  d i s c o u n t e d  a t  127. i n t e r e s t  
f o r  8 q u a r t e r s ,  d e f e r r e d  1 5 2  q u a r t e r s .
The F a c t o r  i s  3 4 . 0 3 0  -  3 3 . 9 4 9  -  . 0 8 1

$ 2 4 , 3 0 7  x  . 0 8 1  -  $ 1 , 9 7 2
P e r i o d  -  1 / 2 3 / 2 0 2 5  t h r u  1 / 2 3 / 2 0 2 9
P r e s e n t  W o r t h  o f  t h e  R e n t a l  Advan t ag e  o f  $ 4 3 , 5 6 5  
( $ 4 6 , 7 7 1  -  $ 3 , 2 0 6 )  d i s c o u n t e d  a t  127. i n t e r e s t  
f o r  18 q u a r t e r s ,  d e f e r r e d  16 0  q u a r t e r s .
The F a c t o r  i s  3 4 . 1 5 5  -  3 4 . 0 3 0  -  . 1 2 5

$ 4 3 , 5 6 5  x  . 1 2 5  -  +  $ 5 , 4 5 5
T o t a l  D i s c o u n t e d  P r e s e n t  V a l u e  o f  L e a s e h o l d  I n t e r e s t .  $ 2 2 8 , 4 7 0

Add:  L e a s e d  Fe e  I n t e r e s t  + 5 0 , 7 3 3
TOTAL o f  L e a s e h o l d  and L e a s e d  Fee  I n t e r e s t s  $ 2 7 9 , 2 0 3

N o t e : T h i 3  i s  e q u a l  t o  t h e  v a l u e  i n  F e e  S i m p l e  o f  $ 2 8 0 , 0 0 0 , w h i c h

p r o v i d e s  a  c h e c k  a g a i n s t  t h e  a s s u m p t i o n s  a n d  c a l c u l a t i o n s .
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ERIC G. FOLLETT, MAI I I S

American Institute of Real Estate Appraisers, Designation — MAI S-------

E D U C A T I O N

College: B.S. in Mathematics, University of Washington, 1973

Courses: A m e r i c a n  Institute of Real Estate Appraisers:

A I R E A  C o u r s e  IA - Seattle Pacific, 1974 

A I R E A  C o u r s e  IB • University of Portland, 1977 

A I R E A  C o u r s e  II - University of Colorado, 1978 
A I R E A  C o u r s e  IV - Litigation • U. of Portland, 1980

B U S I N E S S  E X P E R I E N C E

Appraiser - F O L L E T T  &  A S S O C I A T E S ,  Anchorage, A K, 1/77 to present 

Appraiser - E R I C K S O N  &  A S S O C I A T E S ,  Anchorage, AK, 4/75 to 7/81 

Programer/Analyst - S A F E C O  I N S U R A N C E  CO., Seattle, W N ,  3/73 to 4/75

S C O P E  O F  A S S I G N M E N T S

Appraisals of c o m m e r c i a l  property, office buildings, medical buildings, 

industrial buildings, residential, special use properties a n d  vacant land. 

Feasability studies, a n d  Consulting. Qualified as an expert witness. 

A s s i g n m e n t s  located in Municipality of Anchorage, Matanuska-Susitna 

Borough, Kenai Borough, Valdez, Cordova, Seward, Kodiak, Bethel, Dutch 

Harbor, Juneau, Haines, Sitka, a n d  n u m e r o u s  “B u s h  C o m m u n i t i e s”.

M A J O R  A S S I G N M E N T S  (over $1.000.000)

Jewel Lake S h o p p i n g  Center &  Bowling Alley, A n c h o r a g e

Alaska Hospital &  Professional Building, Debarr Rd., A n c h o r a g e

Eastgate S h o p p i n g  Center, Boniface Parkway, A n c h o r a g e

"Alyeska” Office Building Complex, B r a g a w  Street, A n c h o r a g e

Viewpoint Subdivision • 128 Lots

Bowling Alley a n d  Bar, Sitka, Alaska

V a g a b o n d  Mobile H o m e  Park, Anchorage, Alaska

Medical Clinic, Anchorage, Alaska

“C o t t o n w o o d  Village” C o n d o m i n i u m s  -10 4  Units
Wasilla Business Park, Wasilla, Alaska

A p a r t m e n t  C o m p l e x  - 24-unit, Kenai, Alaska

T Y P I C A L  C L I E N T E L E

All major B a n k s  in Alaska 

Carr-Gottstein Properties 

J a c k  White C o m p a n y  

Area Realtors

Bureau of L a n d  M a n a g e m e n t

Hines Investments

State of Alaska Division of Parks

Alaska State H o u s i n g  Authority 

Calista Native Corporation 

K u s k o k w i m  M a n a g e m e n t  Corp. 
Parker Drilling C o m p a n y  

Union Oil C o m p a n y  

Professional Contractors 

U.S. Postal Service

Follett &  Associates
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O r i g i n a l  s p o n s o r s :  S h u l t z ,  S u nd,
M . M . M i l l e r  a n d  M a r r o u

??

I N  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 T E E

C S  F O R  H O U S E  B I L L  NO. 2 4 8  ( R e s o u r c e s )

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  O F  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  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  l e a s e s  o n  c e r t a i n  l a n 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; a n d  p r o v i d i n g  f o r  

a n  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 H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

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

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

t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  m a n a g e d  b y  the D e p a r t m e n t  o f  N a t u r a l  R e­

s o u r c e s  m a y  r e q u e s t  the c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  to i s s u e  a

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

(b) E x c e p t  as p r o v i d e d  i n  (c) o f  t h i s  s e c t i o n ,  a l e s s e e  w h o  h o l d s  a 

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  l a n d  u n d e r  A S  3 8 . 0 5 . 0 7 0  m a y  p u r c h a s e  the 

l a n d  f o r  the l o w e r  o f  \

(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  o f  the l a n d  u n d e r  t h e  l e a s e  

a s  s p e c i f i e d  in A p p e n d i x  F o f  t h 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  the D e p a r t­

m e n t  o f  N a t u r a l  R e s o u r c e s ,  t h e  D e p a r t m e n t  o f  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 n d  t h e  U n i v e r s i t y  o f  A l a s k a  a n d  its B o a r d  o f  R e g e n t s  as 

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

(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 d e­

t e r m i n e d  u n d e r  A S  3 8 . 0 5 . 0 8 5 ( b ) .  * i

(c) A  l e s s e e  w h o  h o l d s  a 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  l a n d  that 

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  A S  3 8 . 0 5 . 0 8 5 ( a )  m a y  p u r c h a s e  the l a n d  for 

t h e  l o w e r  o f

(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  o f  the l a n d  u n d e r  t h e  l e a s e

a s  t h e  v a l u e  h a s  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 o f  the S e t t l e m e n t

- 1 -  C S H B  2 4 8 (Res)
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A g r e e m e n t  b e t w e e n  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  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  o f  A d m i n i s t r a t i o n ,  a n d  t h e  U n i v e r s i t y  o f  A l a s k a  a n d

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

ch. 22, S L A  1983; o r

(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  t h e  l e a s e  o n  J u n e  17, 

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

(d) A  l e s s e e  o n  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  w h o  w a s  a l e s s e e  o n  

J u n e  17, 1583, a n d  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  f o r m e r  

A S  3 8 . 0 5 . 0 5 8  b e f o r e  i t s  r e p e a l  m a y  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

u n d e r  (b) o r  (c) o f  t h i s  s e c t i o n .

(e) A  l e s s e e  w h o  h o l d s  a 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  l a n d  t h a t  

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

o f  this s e c t i o n  s u b j e c t  to A S  3 8 . 0 5 . 3 2 1 ( a ) .

(f) T h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  s h a l l  a d v i s e  e a c h  l e s s e e  

w h o  m a y  h a v e  r i g h t s  u n d e r  t h i s  s e c t i o n  o f  t h e  e n a c t m e n t  of  this s e c t i o n .

(g) A  l e s s e e  o f  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  w h o  do e s  n o t  g i v e  the 

c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  n o t i c e  o f  a n  i n t e n t  to p u r c h a s e  w i t h i n  

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

s e c t i o n  m a y  p u r c h a s e  t h e  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  f o r  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  a t  t h e  t i m e  the n o t i c e  o f  a n  i n t e n t  to p u r c h a s e  is g i v e n .

(h) A  p u r c h a s e  o f  l a n d  u n d e r  t h i s  s e c t i o n  e x t i n g u i s h e s  a l l  r i g h t s  a n d  

c l a i m s  a r i s i n g  o u t  o f  t h e  l e a s e  a g a i n s t  t h e  s t a t e  b y  a lessee.

* Sec. 2. T h i s  A c t  t a k e s  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  A S  01 . -  

1 0 . 0 7 0 ( c ) .  '' v’*;:V

2 4 8 (Res) - 2 -
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S e c .  1 ( a )  Would a l l o w  a  p e r s o n  who l e a s e d  U n i v e r s i t y  G r a n t  l a n d  on

J u n e  1 7 ,  1983 and  w hose  l e a s e  i s  managed by  t h e  C om m iss ione r  

o f  N a t u r a l  R e s o u r c e s  when t h i s  b i l l  t a k e s  e f f e c t ,  t o  

r e q u e s t  t h e  C o m m iss io n e r  t o  i s s u e  a  p a t e n t  t o  t h e  l a n d .

' *•
Se c .  1 ( b ) * The p e r s o n  who h o l d s  a  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  l a n d  

u n d e r  AS 3 8 . 0 5 . 0 7  ( c )  o r  . 0 8 5  ( a )  ( a l l o w s  a  l e a s e  t o  b e  

i s s u e d  f o r  up  t o  55 y e a r s  and s e t s  o u t  r u l e s  f o r  r e a c h i n g  

a  f a i r  a p p r a i s a l  p r i c e )  may buy  t h e  l a n d  f o r  t h e  l o w e r  o f  

t h e  A p p r a i s e d  f a i r  m a r k e t  v a l u e  a s  s e t  o u t  i n  t h e  S e t t l e m e n t  

A gre e m e n t  b e t w e e n  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  

R e v e n u e ,  A d m i n i s t r a t i o n  and  t h e  U n i v e r s i t y  o f  A l a s k a  o r  

t h e  a p p r a i s e d  v a l u e  on J u n e  1 7 ,  1983 u n d e r  AS 3 8 . 0 8 5  (b) 

( u n d e r  t h i s  l a w  t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  Land had  t o  

h a v e  t h e  p r o p e r t y  a p p r a i s e d )

Se c .  1 (d )  A p e r s o n  who h o l d s  a  l e a s e  on t h e  l a n d  when t h i s  b i l l

becomes l a w  and  who l e a s e d  t h e  l a n d  on J u n e  1 7 ,  1983 and  who 

w ou ld  h a v e  b e e n  e n t i t l e d  t o  r i g h t s  u n d e r  t h e  fo rm  :r AS 3 8 . 0 5 . 0 8 5  

b e f o r e  i t s  r e p e a l ,  may e x e r c i s e  t h e  p u r c h a s e  r i g h t s  o u t l i n e d  

a b o v e .  ( S e c .  1 (b )  and  ( c ) ) .

S e c .  1 ( e )  A p e r s o n  who h o l d s  a  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  l a n d

t h a t  i s  c l a s s i f i e d  a s  a g r i c u l t u r a l  may p u r c h a s e  i t  s u b j e c t  

r e s e r v a t i o n s  by  t h e  S t a t e  o f  a l l  i n t e r e s t s  e x c e p t  a g r i c u l t u r a l  

r i g h t s .

Se c .  1 ( f )  The C o m m i s s io n e r  o f  N a t u r a l  R e s o u r c e s  i s  r e s p o n s i b l e  f o r

a d v i s i n g  l e s s e e ' s  who may h a v e  r i g h t s  u n d e r  t h i s  l a w  when i t  

i s  e n a c t e d .

Se c .  1 (g )  A l e s s e e  o f  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  who d o e s  n o t  g i v e  

t h e  C o m m i s s io n e r  n o t i c e  o f  i n t e n t  t o  p u r c h a s e  w i t h  180 d a y s  

a f t e r  r e c e i v i n g  n o t i c e  may p u r c h a s e  t h e  l a n d  a t  i t s  a p p r a i s e d  

f a i r  m a r k e t  v a l u e  a t  t h e  t i m e  t h e  n o t i c e  o f  i n t e n t  t o  p u r c h a s e  

i s  g i v e n
Sec 2 .  P r o v i d e s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y .



A P P E N D I X  " F "  * 2 8 0 , 0 0 0 2 =**1^0,000

LEASE PAYMENTS 294,262
**REVERSI0N 1,169,294

1,463,556

LEASE PAYMENTS 294,262
*REVERSI0N 2,970,000

3,264,262

SALE/LEASE FEE r —  S O 7733 
Comp Int/ ]0% 4,224,267

4,265,000

ANNUAL RENT 3 .J & 6 0 annual lease rate (.06)
MARKET VALUE 63,333

SALE/ RENTAL
MARKET VALUE 63,333 

Leased Fee Value 50,733
)fe'600 Gain 2 5 %



d)  The D e p a r t m e n t  s h a l l  a s s i s t  t h e  U n i v e r s i t y  f o r  two 

y e a r s  a f t e r  t h e  U n i v e r s i t y  r e c e i v e s  t i t l e  t o  U n i v e r s i t y - g r a n t  l a n d s  

a n d  o t h e r  s t a t e  l a n d s  a s  a r e s u l t  o f  t h i s  A g re e m e n t  b y  p r o v i d i n g  

a v a i l a b l e  r e s o u r c e  and p l a n n i n g  i n f o r m a t i o n .

14. F u t u r e  Management  o f  U n i v e r s i t y - G r a n t  L a n d s . The Board  

o f  R e g e n t s ,  a s  t r u s t e e  f o r  t h e  U n i v e r s i t y  o f  A l a s k a ,  s h a l l  h a v e  t h e  

r e s p o n s i b i l i t y  and  d u t y  t o  c o n t r o l ,  a d m i n i s t e r ,  and  manage a l l  l a n d s  

w h i c h  a r e  t r a n s f e r r e d  t o  t h e  U n i v e r s i t y  p u r s u a n t  t o  t h i s  A g r e e m e n t ,

f o r  t h e  e x c l u s i v e  u s e  and  b e n e f i t  o f  t h e  U n i v e r s i t y  a n d  f o r  i t s  f i n a n c i a l

e n h a n c e m e n t  a nd  s e c u r i t y .  The B o a r d  o f  R e g e n t s  s h a l l  manage s u c h

l a n d s  f o r  e d u c a t i o n a l  p u r p o s e s  a n d  t o  p r o d u c e  t h e  maximum a m oun t  o f

income f o r  t h e  U n i v e r s i t y .  The B o a r d  o f  R e g e n t s  s h a l l  p o t  h a v e  r e s p o n s i b i l i t y

f o r ,  o r  c o n t r o l  o v e r ,  t h e  f i s h  and  game o n ,  o r  t h e  a p p r o p r i a t i o n  o f

w a t e r  f r o m ,  U n i v e r s i t y - g r a n t  l a n d s ,  b o t h  o f  w h i c h  s h a l l  b e  s u b j e c t  t o

a p p l i c a b l e  s t a t e  l aw s  and  r e g u l a t i o n s .  The U n i v e r s i t y  s h a l l  p r o v i d e

l e g a l  a c c e s s  t o  a l l  n a v i g a b l e  and  p u b l i c  w a t e r s  on o r  a d j a c e n t  t o  t h e

l a n d s  w h ic h  a r e  t h e  s u b j e c t  o f  t h i s  A g r e e m e n t .  The U n i v e r s i t y  r e c o g n i z e s

t h a t  l a n d s  u n d e r l y i n g  n a v i g a b l e  w a t e r s  a r e  owned i n  f e e  by  t h e  S t a t e ^

a n d  a r e  n o t  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  t h i s  A g r e e m e n t .  The manag ement

o f  s u c h  l a n d s  s h a l l  b e  c o o r d i n a t e d  b y  t h e  S t a t e  w i t h  t h e  B o a r d  o f

R e g e n t s '  management  o f  a d j a c e n t  l a n d s  w h i c h  h a v e  b e e n  c o n v e y e d  by  t h i s

A g r e e m e n t .  N o t h i n g  i n  t h i s  A g re e m e n t  s h a l l  p r e v e n t  t h e  U n i v e r s i t y

f r o m  a p p l y i n g  f o r  a p e r m i t  t o  a p p r o p r i a t e  w a t e r  p u r s u a n t  t o  t h e  A l a s k a

W a t e r  Use A c t ,  A .S .  4 6 . 1 5 .

15.  I n t e r i m  M a n a g e m en t . A f t e r  s i g n i n g  o f  t h i s  A g r e e m e n t

c r e a t i o n  o f  a ny  t h i r d  p a r t y  i n t e r e s t s  i n  t h e  U n i v e r s i t y  g r a n t  l a n d  o r

l a n d s  r e s e r v e d  f o r  s e l e c t i o n  by t h e  U n i v e r s i t y  p u r s u a n t  t o  p a r a g r a p h  12

s h a l l  r e q u i r e  a p p r o v a l  b y  t h e  U n i v e r s i t y  w i t h  t h e  e x c e p t i o n  o f  l e a s e

c o n v e r s i o n s  p u r s u a n t  t o  S e c t i o n  1 2 ,  c h  138 ,  SLA 1977 a s  am e nd e d .  Cj\. iHi. •**‘‘‘i 
—  - . • . 6... "3 1481.

U n i v e r s i t y - g r a n t  l a n d s  w h i c h  a r e  t h e  s u b j e c t  o f  m u n i c i p a l  s e l e c t i o n s  

w i l l  n o t  b e  c o n v e y e d  t o  t h e  a p p l i c a n t  u n t i l  t h e  U n i v e r s i t y  h a s  a p p r o v e d  

r e p l a c e m e n t  l a n d s  a s  c o n t e m p l a t e d  b y  AS 2 9 . 1 8 . 2 0 6 ( d ) .

16.  R e s u m p t i o n  o f  L i t i g a t i o n . I n  t h e  e v e n t  t h a t  t h e  U n i v e r s i t y  

d o e s  n o t  r e c e i v e  t h e  t o t a l  d o l l a r  am oun t  owed i n  c a s h  o r  l a n d  a s  

p r o v i d e d  i n  t h i s  A gre e m e n t  by  O c t o b e r  3U, 1 98 3 ,  t h e  p a r t i e s  s h a l l  be  

deemed n o t  t o  h a v e  w a iv e d  a n y  r i g h t  t h e y  may h a v e  o t h e r w i s e  h ad  t o
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S T A T E  - U N I U E R S I T Y  /  L E A S E S

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 9 6 0  t o  1 9 7 5 ,  a s  L o n g  T e r m  5 5 y r . ,  R e n e w a b l e  
L e a s e s .  F r o m  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 ,  A mend men t  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  f o r m e r  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 7 9 “ , 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 7 7 ,  u n d e r  t h e  “ New L a w s " ;  
t h e r e b y ,  w a s  t o  f o l l o w  a n  e x e c u t e d  L e a s e  a m e n d m e n t .  A t  t h a t  t i m 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  a m e n d e d  L e a s e  A p p r a i s a l  U 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 9 7 8 ,  U n i v e r s i t y  L a n d  L e a s e s  w e r e  
n o t  a m e n d e d ,  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 c j  t o  b e  s o l d  t o  a n  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 ,  1 9 7 8 ,  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  o n  A p r i l  2 3 ,  1 9 7 9  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  o n  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  a n  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 a n a g e m e n 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  s h o w  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  d a m a g e d .  I n  F e b r u a r y ,  1 9 8 1 ,
t h e  S u p r e m 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 ,  o w n e d  t h  
L a n d  a n d  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  1 1 ,  1 9 8 2 ,  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  r o r  D a m a g e s  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 ,  a n d  
m a n a g e m e n 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 a s  
r e q u e s t e d  b y  t h e  U n i v e r s i t y ;  L e a s e  C o n v e r t i o n , ( A m e n d m e n t s )  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  a n d  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  1 7 ,  1 9 8 3 ,  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 i m 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  u p  ALL  L e a s e d  L a n d  
t o  t h e  S t a t e ,  a n d  t o  s p e e d  u p  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 .

B A C K G R O U N D :



XXX I n  t h e  m e a n t i m e ,  f o l l o w i n g  t h e  M a r c h  I I ,  1 9 8 2 ,  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 c L n 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 a s  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  A m e n d m e n t  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  1 9 8 1 ,  ( S L A  1 1 3 ,  S e c . 4 4 . ) ,  a n d  m a d e  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  1 8 ,  1 9 7 8 .  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  n ow 
a p p l y ;  p e r  t h e  " R EQUE ST "  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 e t j p n s  
o n  b a c k .

( 1 )  1 9 7 7  C o n v e r s i o n  L aw  c r e a t e d  “ New" l e a s e ,  ( r e n t a l )  b a s e d  o n  
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  1 0 /  a  y e a r ,  
o r ,  i f  l e a s e d  a f t e r  1 - 1 - 7 5  0  t h e  o r i g i n a l  l e a s e  r a t e .

( 2 )  1 9 7 8  C o n v e r s i o n  L a w  " A m e n d s ’  l e a s e ,  ( r e n t a l )  b a s e d  o n  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  0  1 0 /  a  y e a r ,  o r ,  i f  l e a s e d  a f t e r  1 - 1 - 7 5  “ 0  t h e  o r i g i n a l  l e a s e d  
r a t e * .  ( S L A  1 8 2 ,  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  0  1 0 /  p e r  y e a r ) .

( 3 )  1 9 8 1  ( S L A  1 1 3 ,  S e c . 4 4 . ,  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  o n  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  0  1 0 /  a  y v a r , o r ,  i f  
l e a s e d  a f t e r  1 - 1 - 7 4  0  1 0 /  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 Y E A R “ i s  c o m p o u n d e d ; XXXX " P E R  Y E A R “ 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  AGREE ING  t o  NON e x e c u t e  a  
L e a s e  A mend men t  ( 0  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 1 y  b a c k - d a t i n g  t h e  A m e n d m e n t ,  r e t r o a c t i v e l y  t o  1 9 7 9 ,  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 y m e n t  o f  a r e t r o a c t i v e  
C o m p o u n d e d  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  b e e n  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 e n d e d  L e a s e  L aw"  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 a s  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  n o  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  d o  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 ,  a n d  p r a y  f o r  a  j u s t  • 
o u t c o m e .  I n  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 .  S om e  h a v e  
d i e d ;  a n d  s  ^e j u s t  g a v e  u p !
S i n c e  i t  h a s  b e e n  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  t o  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 .
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BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O E  N A T U R A E  R E S O U R C E S

DIVISION OF LAND A N D  WATER M A N A G E M E N T

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

f(8f
555 CORDOVA STREET 
POUCH 7-005
ANCHORAGE, ALASKA 99510-7005 
PHONE: (907)276-2653

_ r

E. D o u g la s  Kenyon a n d  
G a i l  R. K enyon 

1692 W i n t e r s e t  D r .
A n c h o ra g e ,  AK 99504

Re: ADL 3 4213  -  O p t io n  to  P u r c h a s e

D ea r  Mr. a n d  M rs .  K enyon:

T h i s  i s  a  f o l l o w - u p  t o  t h i s  D i v i s i o n ' s  l e t t e r  d a t e d  J u n e  2 8 ,  1984 
o f f e r i n g  t h e  s u b j e c t  l e a s e  f o r  s a l e .  P l e a s e  be a d v i s e d  t h a t  t h i s

The l i t i g a t i o n  b e tw e e n  t h e  U n i v e r s i t y  o f  A la s k a  a n d  t h e  D e p a r tm e n t  o f  
N a t u r a l  R e s o u r c e s  h a s  b ee n  s e t t l e d .  As a  r e s u l t  o f  t h e  s e t t l e m e n t  
a g r e e m e n t .^ th e ^ D e p a r tm e n t  o f  N a t u r a l  R e s o u rc e s  may now p r o c e e d  to  s e l l  
y o u , ■ th e  l a n d s  y ou  a r e  l e a s i n g .

The p u r c h a s e  p r i c e  i s  e s t a b l i s h e d  a t  $ 2 4 ,0 0 0 .0 0 ,
■ r s f m h a r u s t  u n d e r  t h e  t e r m s  o f  t h e  s e t t l e m e n t ,  q

I

An e l i g i b l e  v e t e r a n  i s  e n t i t l e d  t o  a  d i s c o u n t  o f  25% o f  t h e  p u r c h a s e  
p r i c e  on l a n d s  c l a s s i f i e d  f o r  a  u s e  o t h e r  t h a n  c o m m e r c ia l  a n d  i n d u s t r i a l .  
A d i s c o u n t  may n o t  b e  a p p l i e d  to  s u r v e y  c o s t s ,  r o a d  d e v e lo p m e n t  c o s t s ,  
u t i l i t y  a s s e s s m e n t s ,  o r  o t h e r  c o s t  t h a t  a r e  d e t e r m i n e d  t o  b e  r e i m b u r s a b l e  
to  t h e  S t a t e .  A v e t e r a n  i s  e n t i t l e d  to  o n l y  o n e  d i s c o u n t  . u r i n g  t h e  
v e t e r a n ' s  l i f e t i m e .

I f  you e l e c t  t o  e x e r c i s e  y o u r  o p t i o n  to  p u r c h a s e ,  p l e a s e  n o t i f y  C o n t r a c t  
A d m i n i s t r a t i o n ,  Land M anagem ent S e c t i o n ,  D i v i s i o n  o f  Land  and  W ate r  
M anagem ent, P o u ch  7 - 0 0 5 ,  A n c h o ra g e ,  A la s k a  99510 b y  O c t o b e r  15 , 1 9 8 4 .

On O c to b e r  1 5 ,  1984 t h i s  o p t i o n  t o  p u r c h a s e  w i l l  e x p i r e  t h e n  an  a g e n c y  
r e v ie w  w i l l  be  c o m p le te d  by  t h e  S o u t h c e n t r a l  D i s t r i c t  O f f i c e .  You 
w i l l  be  r e s p o n s i b l e  f o r  b e a r i n g  t h e  c o s t  o f  a  l e g a l  n o t i c e  t o  be  
s u b m i t t e d  t o  a  n e w s p a p e r  s e r v i n g  t h e  a r e a  i n  w h ich  t h e  l a n d  i s  l o c a t e d .

You may c h o o s e  t o  p ay  t h e  e n t i r e  p u r c h a s e  p r i c e  a n d  r e c e i v e  a  t i t l e  
docum ent o r  y o u  may e n t e r  i n t o  a  l a n d  s a l e  c o n t r a c t .  I f  you e l e c t  to  
e n t e r  i n t o  a  c o n t r a c t  t h e  t e r m s  o f  paym ent r e q u i r e  a  5% down p a y m e n t ,



E. D o u g la s  Kenyon and  
G a i l  R. Kenyon

2 August 9, 1984

q u a r t e r l y  o r  a n n u a l  i n s t a l l m e n t s  on  a  20 y e a r  l e v e l  p ay m en t b a s i s ,  and  
i n t e r e s t  a t  t h e  p r e v a i l i n g  r a t e  f o r  r e a l  e s t a t e  m o r tg a g e  l o a n s  made by  
t h e  f e d e r a l  l a n d  b a n k  f o r  A l a s k a .  The i n t e r e s t  r a t e  a t  t h i s  t im e  i s  
12^%, b u t  i s  s u b j e c t  t o  c h a n g e .

I f  you do n o t  w i s h  t o  p u r c h a s e  a t  t h i s  t i m e ,  y o u  c a n  c o n t i n u e  t o  l e a s e  
a c c o r d i n g  t o  t h e  t e r m s  o f  y o u r  l e a s e .

I f  you h av e  a n y  q u e s t i o n s ,  p l e a s e  a d v i s e .

R i c h a r d  A. L e F e b v re  
D ep u ty  D i r e c t o r

P K / l j r
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State of Alaska - Dept, of Natural Resources 

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

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,



crp

vr/

B/LZ. SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  N A T U R A E  R E S O U R C E S

DIVISION OF LAND A N D  WATER M A N A G E M E N T
y

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

3601 C STREET 
SUITE 1030 
POUCH 7-005
fiUC — *
'  ....
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E. D o u g la s  Kenyon a n d  
G a i l  R. Kenyon 

1692 W i n t e r s e t  D r.
A n c h o ra g e ,  AK 99504

R e: ADL 34213 -  Land L e a s e  P u r c h a s e
P u r s u a n t  t o  AS 3 8 .0 5 .1 0 2

D ea r  Mr. and  M rs .  K enyon:

> t  m e .

frtv \ /c r /\ /j & ^ {2 J ?/i'x  *  

/ M a n - ,  k /k /A c /r iM ,

The a g e n c y  r e v i e w ,  l e g a l  a d v e r t i s i n g  and  f i n a l  f i n d i n g  h a s  b e e n  c o m p le te d  
o n  ADL 342 13 . he~5Ki.r^ttg ^ fc S t^ v a S f e  f o r  t h e  a b o v e  r e f e r e n c e d  p a r c e l  
i s  e s t a b l i s h e d  a t  $ 2 4 ,0 0 0 .0 0 .

The e n c l o s e d ^ o r m s  m u s t  be c o m p le te d  and  r e t u r n e d  t o  t h i s  o f f i c e  by  
i n  o r d e r  t o  e n t e r  i n t o  a  c o n t r a c t  o r  r e c e i v e  t i t l e  t o  

t h e  p a r c e l .  The fo rm s  i n c l u d e :

1 . RELINQUISHMENT AGREEMENT (Form 1 0 -3 1 3 1 )  -  fo rm  m u s t  be  
c o m p le te d  i n  f u l l .

2 .  DECLARATION OF INTENT (Form 1 0-1 0 18 )  -  fo rm  m u s t  be c o m p le te d  
i n  f u l l .

3 .  VETERAN ELIGIBILITY APPLICATION/AFFIDAVIT (Form 1 0 -1 0 8 6 )  -  
u n d e r  AS 3 8 .0 5 .9 4 0  a n  e l i g i b l e  v e t e r a n  may r e c e i v e  a  d i s c o u n t  
o f  25% o f  t h e  p u r c h a s e  p r i c e .  I n f o r m a t i o n  r e g a r d i n g  d i s c o u n t  
e l i g i b i l i t y  may be  fo u n d  on  t h e  f o r m ' s  r e v e r s e .  I f  you w ish  
t o  c l a i m  a d i s c o u n t ,  p l e a s e  c o m p le te  t h i s  fo rm  i n  f u l l ,  and  
s u b m i t  w i t h  p r o o f  o f  r e s i d e n c y  a n d  t h e  DD Form 2 1 4 .

I f  y ou  e l e c t  t o  e n t e r  i n t o  a  c o n t r a c t ,  p l e a s e  r e m i t  a  down p ay m en t  o f  
5% o f  t h e  p u r c h a s e  p r i c e  o r  d i s c o u n t e d  p u r c h a s e  p r i c e  a n d  a  $ 5 0 .0 0  
docum en t h a n d l i n g  f e e  w i t h  t h e  c o m p le te d  f o r m s .  C o n t r a c t s  s h a l l  be 
i s s u e d  f o r  a  t e r m  o f  20 y e a r s  w i t h  i n t e r e s t  a t  t h e  p r e v a i l i n g  r a t e  f o r  
r e a l  e s t a t e  m o r tg a g e  l o a n s  made by  t h e  f e d e r a l  l a n d  b a n k  f o r  t h e  fa rm  
c r e d i t  d i s t r i c t  f o r  A la s k a  a t  t h e  t im e  t h e  c o n t r a c t  i s  s i g n e d  by  t h e  
D i r e c t o r  o r  h i s  r e p r e s e n t a t i v e .  The i n t e r e s t  r a t e  a t  t h i s  t im e  i s  
12.75% a n d  i s  s u b j e c t  t o  c h a n g e .



E. D o u g la s  K enyon a n d  
G a i l  R. Kenyon

2 March 1, 1985

I f  y ou  e l e c t  t o  r e c e i v e  t i t l e  now , p l e a s e  r e m i t  t h e  p u r c h a s e  p r i c e  o r  
d i s c o u n t e d  p u r c h a s e  p r i c e  a n d  a  $ 5 0 .0 0  docum en t h a n d l i n g  f e e  w i t h  t h e  
c o m p le te d  f o r m s .

a d v i s e .

a t c h  j r c

E n c l o s u r e s

Edward G. B a r b e r  J r .
C h i e f ,  C o n t r a c t  A d m i n i s t r a t i o n

a n y  q u e s t i o n s ,  p l e a s e

c c :  A c c o u n t in g

P K / l j r
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O r i g i n a l  s p o n s o r s :  S h u ltz, Sund,
M . M . M i l l e r  a n d  M a r r o u

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 T E E

S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 248 ( R e s o u r c e s )

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  O F  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  e n t i t l e d :  " A n  A c t  r e l a t i n g  to l e a s e s  on  c e r t a i n  l a n 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; 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  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 H E  S T A T E  O F  A L A S K A :

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

l e s s e e  of u n i v e r s i t y - g r a n t  l a n d  o n  J u n e  17, 1983, a n d  w h o s e  l e a s e  is

m a n a g e d  b y  the D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  o n  the e f f e c t i v e  d a t e  of

t h i s  A o t  a n d  is in  g o o d  s t a n d i n g ,  m a y  a p p l y  to p u r c h a s e  t h e  l a n d  a n d  r e ­

qu e s t  the c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  to

(b) E x c e p t  as p r o v i d e d  in (c) a n d  (d) o f  th i s  s e c t i o n ,  a l e s s e e  w h o  

h o l d s  a 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  l a n d  m a y  p u r c h a s e  t h e  l a n d  f o r  the

(c) E x c e p t  as p r o v i d e d  in  (d) o f  th i s  s e c t i o n ,  a l e s s e e  w h o  h o l d s  a

p u r c h a s e  the l a n d  b e f o r e  J a n u a r y  1, 1986, f o r  the p r i c e  s p e c i f i e d  u n d e r

A p p e n d i x  F o f  the S e t t l e m e n t  A g r e e m e n t  as a m e n d e d  b e t w e e n  t h e  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 ,  the D e p a r t m e n t  o f  R e v e n u e ,  the D e p a r t m e n t  o f  A d m i n i s t r a­

tion, a n d  the U n i v e r s i t y  o f  A l a s k a  a n d  its B o a r d  o f  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  o f  A l a s k a  as r a t i f i e d  in ch. 22, S L A  1983, m a y  p u r c h a s e  the 

l a n d  at t h e  p r i c e  s p e c i f i e d  in  A p p e n d i x  F as a m e n d e d .

(d) A  l e s s e e  w h o  h o l d s  a 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  l a n d  a n d

\

(1) i s s u e  a q u i t c l a i m  d e e d  c o n v e y i n g  the land; or

(2) t r a n s f e r  the l a n d  u n d e r  a c o n t r a c t  o f  s a l e  u n d e r  A S  38.-

05.065.

c u r r e n t  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 f  a f e e  s i m p l e  o w n e r s h i p  o f  t h e  land.

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  l a n d  a n d  w h o  h a s  a c c e p t e d  an  o f f e r  to

-1-
•r^-

S C S  C S H B  2 4 8 (Res)



w h o  f i l e s  a n  a p p l i c a t i o n  w i t h  the d e p a r t m e n t  b e f o r e  J a n u a r y  1, 19 8 6  to

p u r c h a s e  the l a n d  b u t  d i s a g r e e s  w i t h  t h e  p r i c e  s p e c i f i e d  in A p p e n d i x  F  of 

t h e  S e t t l e m e n t  A g r e e m e n t ,  as a m e n d e d ,  m a y  p u r c h a s e  t h e  l a n d  f o r  t h e  f a i r  

m a r k e t  v a l u e  o f  the fee s i m p l e  o w n e r s h i p  of  the l a n d  o n  J u n e  17, 1983.

(e) A  l e s s e e  w h o  h o l d s  a 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  l a n d  that 

is c l a s s i f i e d  as a g r i c u l t u r a l  l a n d  m a y  p u r c h a s e  t h e  l a n d  s u b j e c t  to the 

r e s e r v a t i o n  o f  n o n - a g r i c u l t u r a l  r i g h t s  b y  the state.

(f) A n  a p p l i c a t i o n  to p u r c h a s e  u n d e r  (b) , ( c ) , a n d  (d) o f  t h i s  s e c­

t i o n  c o n s t i t u t e s  a r e l i n q u i s h m e n t  o f  r i g h t s  u n d e r  the l e a s e  on

(1) the i s s u a n c e  o f  a q u i t c l a i m  d e e d  b y  the st a t e ;  or

(2) the e x e c u t i o n  o f  a c o n t r a c t  of  s a l e  u n d e r  A S  3 8 . 0 5 . 0 6 5 .

(g) W i t h i n  90 days a f t e r  t h e  e f f e c t i v e  d a t e  o f  th i s  Ac t ,  t h e  c o m m i s­

s i o n e r  ^ f  n a t u r a l  r e s o u r c e s  s h a l l  a d v i s e  e a c h  l e s s e e  w h o  m a y  h a v e  r i g h 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  th i s  s ection.

(h) A  l e s s e e  q u a l i f i e d  to p u r c h a s e  u n d e r  (b) , (c) , o r  (d) o f  this 

s e c t i o n  m a y  t e n d e r  the c o m m i s s i o n e r  an a m o u n t  e q u a l  to f i v e  p e r c e n t  o f  the 

p u r c h a s e  p r i c e  d e t e r m i n e d  u n d e r  (b) , (c) , or (d) of t h i s  s e c t i o n  a n d  p u r­

c h a s e  the l a n d  u n d e r  A S  3 8 . 0 5 . 0 6 5 .

* Sec. 2. T h i s  A c t  t a k e s  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  A S  01.- 

1 0 . 0 7 0 ( c ) .

SCS C S H B  2 4 8 ( R e s ) -2 -
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