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I IG P A ItT M E N T  O F N A T U R A L  R K S O V R C K S

O F F I C E  O F  T H E  C O M M IS S IO N E R

STEVE COVV.Tff, GOVERNOR

400 WILLOUGHBY AVE. 
JUNEAU, ALASKA 99801-1796 
PHONE: (907) 465-2400

March 3, 1988

The Honorable Sam Cottei 
Co-Chair, House Resources Committee 
P.O. Box V 
Juneau, AK 9:; 311

Dear Representative Cotten:

Subject; SB 16 relating to the disposition of unclaimed 
real property interests.

Position: CSSB 16 (Res) provides the state may retain
historical sites, but precludes state retention for other 
reasons. However, there are escheated properties in other 
areas where, for one reason or another, the state may wish 
to retain ownership, e.g., properties in or adjacent to 
parks or other designated areas or properties of particu­
larly high public value.

Background; The purpose of escheat is to provide for 
disposition of unclaimed property, usually after the death 
of the owner, intestate. If a parcel is located in a park 
or other legislatively designated area, it may well be less 
expensive for the state to retain the land, as opposed to 
selling the property and then asking the Legislature to 
appropriate funds to repurchase the property for inclusion 
in the designated area. For example, if a parcel v/ithin the 
Kenai River management area was escheated under this bill, 
the department would have to dispose of the parcel rather 
than keeping it for public use. The opportunity to use a 
parcel of land in an exchange may also be in the best 
interest of the state.

Recommendation; The Legislature transferred the escheat 
program from the Department of Revenue to the Department of 
Natural Resources in 1986. That legislation provides 
acceptable guidelines for the escheat program. Regulations 
have been drafted, but are not approved as yet.

Regcrding this particular bill, the department has the 
following technical recommendations;
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R e p r e s e n t a t i v e  C o t t e n 2 M a r c h  3, 1 9 8 8

The department recommends that "owner" be better defined. 
Currently "owner" can be legally undetermined heirs, 
devises, assignees and adverse possessors.

Page 1, lines 10-13 Add "Abandoned" before "Unclaimed 
Estate"

Page 2, line 13 delete "shall sell"; add "shall offer for 
sale"

Page 4, lines 5, 6 - Make the bill apply to all escheated 
real property not sold, including property escheated under 
predecessor statutes.

We will be pleased to continue working with committee staff 
as this bill progresses.

cc: Committee Members
Bill Sponsors 
Rod Swope 
Bob Evans
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H O U S E  O F  R E P R E S E N T A T I V E S  

CO M M IT TEE O N  R E S O U R C E S

P O U C H  V  
J U N E A U .A L A S K A  00011 

(907) 465-3715

M E M O R A N D U M

March 4, 1988

FROM:
SUBJECT

TO: Rep. Sam Cottar, Co-Chair
Rep. Adelheid Herrmann, Co-Chair
Resources Committee members
Ned Farquhar, staff
SB 16 (Faiks): Escheat properties

Existing escheat law

Under state law enacted in 1986 (attached), real property 
for which there is no owner eventually reverts to the 
ownership of the state. The law requires thorough title 
research, judicial review, and an effort to locate potential 
owners.

Why the lav; was changed in 1986

Until 1986 the Department of Revenue managed escheat lands 
and sold them to raise revenue for the state. However, the 
Legislature amended the escheat laws in 1986 because there 
were cases in which continued state ownership made sense.
For instance, properties with historical importance, 
conservation potential, or community values were being sold 
even though there was agency and public opposition to 
selling the property.

SB 16 would revert to the previously existing situation: the 
state would be required to sell all escheated real property 
to which it gains title. The only exception to this rule 
would be that the state could (under strict conditions) 
retain designated historic sites. This reverses the 
presumption that the state should make an interest finding 
regarding the best management and ownership of escheat 
parcels (existing AS 38.95.230).

Characteristics of escheated land

As shown by the Department's inventory of escheat land, 
escheat parcels vary widely in their character. Often the 
parcels are remote mining claims. However, sometimes the 
parcels are highly valuable properties with public interest 
values.

SB 16



State land managers believe that several escheat properties 
have deserved special management or retention by the state 
or by another party. I requested case histories of three 
particular parcels (attached). In summary, one is a cabin 
site at Talkeetna with historical value; a second is Powder 
Island, near Seldovia, which is a valuable piece of real 
estate that has been considered as trade stock for land 
exchanges or for conservation; and a third is the Craig park 
site, which under the old law had to be sold and eventually 
was bought by Craig with a legislative appropriation.

The existing escheat properties list

Although is could probably be enhanced if the Department 
were to initiate an active search for escheat properties, 
the Department's existing list contains only eight 
properties (attached) . It isn't realistic *ro expect these 
properties to bring in substantial revenue, particularly 
under the conditions set out in SB 16. On the other hand, 
if the state is in the positron of having to appropriate 
funds to reacquire these lands (as it did at Craig before 
the Legislature changed the escheat statute), the sell-off 
could h -* needlessly and inefficiently expensive.

Questions about SB 16

SB 16 presents the Legislature with a clear policy choice: 
does it wish to see these properties sold in virtually every 
case or does it wish to provide the option of retaining the 
property for special management or conveyance by other 
means? If SB 16 is enacted, the only escheat properties 
that may be retained are designated historic sites.

The bill also contains other more technical issues. The 
central section of the bill (Sec.5 of the Senate Resources 
CS) requires the Department to sell property within 90 days 
after a judgement of escheat. What if there is no buyer? 
Must the sale be competitive, by lottery or auction? Is 
there a fair-market value requirement, and may the 
Department establish a minimum bid? Does the requirement to 
sell within 90 days amount to a marketing constraint that 
will suppress competition and cause the state to recover 
lower values?



§ 38.95.200 A l a s k a  St a t u t e s  S u p p l e m e n t § 38.95.200
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M tB t lt fn .-

S u p p l e m e n t § 38.95.210 P u b l ic  L an d s § 38.95.240

Sec. 38.95.210. E n fo r c e m e n t  o f  r ig h ts  b y  depa rtm en t.
(a) When the Departm ent o f N a tu ra l Resources is  inform ed or has 
reason to believe tha t rea l property has escheated to the state, the 
department sh a ll b r ing  an action in  superior court to estab lish 
whether the property has escheated to the state.

(b) The departm ent may m a in ta in  an action to recover the posses­
sion o f escheated property, or for the enforcement o f the state’s r ig h t to 
the property. (§ 12 ch 133 S L A  1986)

Sec. 38.95.220. J u d g m e n t  o f  eschea t, (a) I f  the superior court 
determines th a t the rea l property has escheated to the state, the supe­
rior court sh a ll issue a judgm ent o f escheat.

(b) A  court order approving settlem ent o f an estate that d istributes 
real property to the state is  a judgm ent o f escheat. (§ 12 ch 133 S L A
1986)

y  E s ch e a te d  t o iH i t e .

Sec. 38.95.230. M a n ag e m e n t o f  e schea ted  re a l p ro p e r ty  b y  de­
partm ent. (a) A fte r a judgm ent o f escheat under A S  38.95.220, the 
department m ay sell, lease, exchange, assign, or otherw ise manage 
real property that has escheated to the state. In determ in ing  the 
proper d isposition o f escheated rea l property the departm ent shall, 
w ithin two years a fter the judgm ent o f escheat under A S  38.95.220, 
make a w ritten  fin d ing  that i t  is  in  the best interests o f the state 
either to '

( 1 )  o b t a i n  a n  a p p  r a i s a l  o f  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  r e a l  p r o p e r t y  
a n d  s e l l ,  l e a s e ,  e x c i ' a n g e ,  a s s i g n ,  o r  o t h e r w i s e  m a n a g e  t h e  p r o p e r t y ,  
i n c l u d i n g  r e t e n t i o n  i n  B t a t e  m a n a g e m e n t ;  o r  . > .

(2) reta in  the rea l property in  state management w ithout obta in ing  
an appraisal. ■:

(b) The appraised va lue  o f property handled under (a)(1) o f th is  
section, or the se llin g  price from a sale under A S  38.05.055 i f  i t  is  
lower, less the expenses o f sale or appra isa l, is  the estab lished va lue o f 
the property for purposes o f redemption by an h e ir or other taker 
under A S  38.95.240(c).

(c) Seven years after the judgm ent o f escheat, rea l property tha t has 
not been otherw ise disposed o f by the departm ent becomes general 
state land for classification, disposal, and use. (§ 12 ch 133 S L A  1986)

Sec. 38.95.240. T im e  w ith in  w h ic h  to  c la im  eschea ted  re a l 
p roperty , (a) W ith in  seven years a fter a  judgm ent o f escheat under 
AS 38.95.220, a person who is not a party to the escheat proceeding 
may bring  an action in  the superior court to prove the person’s c la im  
to the real property. I f  the p la in t if f  establishes the c la im  and estab­
lishes that the p la in t if f  had no knowledge o f the p rio r escheat proceed- 

the court sha ll awara the p la in t if f  the property i f  i t  has been 
Wanaged under A S  38.95.230(a)(2), or the appraised va lue o f the prop-
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§ 38.95.250 A l a s k a  St a t u t e s  S u p p l e m e n t  § 38.95.260

erty under A S  38.95.230(b) i f  the property- has been managed under 
A S  38.95.230(a)(1).

(b) I f  i t  is  determ ined that the p la in t if f  is entitled  to the property, 
the departm ent sh a ll de live r the property to the p la in tiff. The rents, 
profits, interest, or d iv idends tha t accrue to the state du ring  its pos­
session o f the property are the property o f the state and m ay not be 
recovered/ *

(c) I f  i t  is  determ ined that the p la in t if f  is  en titled  to the appraised 
va lue o f property tha t has been disposed o f under A S  38.95.230(a)(1), 
a t the departm ent’s d iscretion i t  may offer to the p la in t if f  land  owned 
by the state and ava ilab le  fo r disposal that is  o f com parable va lue to 
the appraised value under A S  38.95.230(a)(1). I f  the departm ent does 
not offer land  o f comparable value, or i f  the p la in t if f  refuses the de­
partm ent’s offer, the p la in t if f  is  en titled  to the estab lished va lue o f the 
property under A S  38.95.230(b).

(d) The tim e lim ita tion  o f seven years does not app ly  to a m inor or 
an incapacitated person as defined by A S  13.26.005, but such a person 
m ust b r in g  an ac tion  to prove the person’s c la im  to the rea l property 
w ith in  one year-a fte r the incapacity  ceases- i

(e) T h is  section does.not prevent the state from  transfe rr ing  es­
cheated rea l property to a  person who provides proof satisfactory to 
the departm ent th a t the person is  the owner o f the rea l property when 
the departm ent determ ines the transfer, to be appropriate. (§ 12 ch 
133 S L A  1986)
•« .»•». :n* .:r‘J y..«•* ■')'<. *._• . ■
Sec. 38.85.250. P roceeds! o f  s a le  o r  re d em p tio n . The depart­

m ent sha ll deposit the proceeds o f rea l property sold under A S  
38.95.230(a)(1) less the expenses o f sale, in c lud ing  attorney fees and 
appra isa l and pub lication  costs in  an escheated rea l property trust 
account. The departm ent sh a ll m a in ta in  the proceeds in  the account 
for a period o f at least seven years a fter the date o f the judgm ent of 
escheat. The departm ent m ay use money in  the tru st account to pay 
c la im s made under A S  38.95.240. (§ 12 ch 133 S L A  1986)

Sec. 38.95.260. D is p o s it io n  o f  s a le  p ro c e e d s  seven  y e a rs  a fte r  
th e  ju d g m e n t  o f  escheat. Seven years a fter the judgm ent o f escheat, 
net proceeds from the sale o f escheated rea l property m ay be trans­
ferred from the escheated rea l property tru st account to the general 
fund and credited to the land disposal income account under A S  
38:04.022, unless a person who was the owner o r one o f the owners of 
the property when the property escheated to the state has outstanding 
ch ild  support obligations, in  which case the proportion o f the net pro­
ceeds tha t is  a ttr ibu tab le  to the ownership in terest o f the person shall 
be app lied to the satisfaction  o f the ch ild  support ob ligations and the

r. , • i ifi / '.T9*4*• -  > .. r r • »• i * r ’ ' \
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May 9, 1987

MEMORANDUM

TO: All Senators

FROM: Jan Faî cS\ur
Presidesnt/j^f the Senate

SUBJECT: Background\on Senate Bill 16
An Act relating to the disposition of unclaimed 
rea’ property

The Resource Committee CS to Senate Bill 16 is now before the 
Senate for consideration.

This bill, and the statutes it seeks to replace, concern 
escheated real property. "Escheat" refers to property which 
reverts to the State in situations where there is no one to 
inherit it.

SB 16 seeks to simplify the procedures for the disposition of 
escheated real property by reguiring the State to sell such 
property, thereby creating revenue for the State and returning 
property to the private sector.

The Fourteenth Legislature adopted House Bill 182 relating to 
a Uniform Unclaimed Property Act. The Governor subsequently 
signed the bill and it became Chapter 133 of the Session Laws 
of 1986. This legislation is now codified in AS 13.16.381, 
and AS 38.95.200-270.

Under the current statutes, AS 38.95.200-270 enumerate the 
steps which must be followed by the Department of Natural 
Resources (herein after referred to as the Department) when it 
has received escheat--' I real property. My concern is that
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these steps are inefficient and costly. The steps are as 
follows:

1. The Department must first be informed or have reason to 
believe that real property has escheated to the
Sta e, (AS 38.95 210)

2. The Department must then bring an action in Superior 
Court to establish whether the property has escheated to 
the State, or it may maintain an action to recover the 
possession of escheated property, or the enforcement of 
the State's right to the property. (AS 38.95.210)

3. The Department must then get a court judgment of escheat. 
(AS 38.95.220)

4. The Department has two years from the judgment of escheat 
to determine the proper disposition of the property by 
making a "best interest finding". The Department may, at 
its option, sell, lease, exchange, assign, or otherwise 
manage the property. (AS 38.95.230) The method of 
disposition selected determines the procedures to be 
followed by the Department.

5. A  series of procedural and valuation steps must then be 
consulted in the event that a claim to the property is 
filed within seven years from the judgment of escheat.
(AS 38.95.240)

Senate Bill 16 has two significant effects on these statutes. 
First, it facilitates the disposition of escheated real 
property by requiring the Department to sell it, unless the 
property could be considered as an historic site. By elimi­
nating the other disposition options currently available, 
several procedural and valuation steps are also eliminated. 
Specifically, the two-year lag period for disposition, need 
for a written "best interest" finding, and the property 
appraisal requirements of AS 38.95.230 would be eliminated. 
Awards to plaintiffs would also be simplified by eliminating 
the present variables of AS 38.95.240, since the courts would 
award the property or an amount equal to the net proceeds of 
the sale.

Additionally, since the Department must then sell the 
escheaced property by public auction, the property is returned 
to the private sector and revenue is created for the State.

The current statutes allow the State, at its option, to sell, 
lease, exchange, assign, or otherwise manage the property, 
thus taking more cime for disposition, costing more money to 
maintain, and not effectively utilizing the property.



Section 1. DISPOSITION OF UNCLAIMED ESTATE BY PERSONAL 
REPRESENTATIVE. Amends AS 13.16.381 by requiring the personal 
representative of an intestate estate to handle the unclaimed 
real property of the estate in accordance with AS 38.95 
(Miscellaneous Provisions under Public Lands).

Section 2. NOTICE. Amends AS 38.05.945 (a) by requiring that 
notice be given under the procedures of that statute of a 
proposed sale of escheated real property by the department 
under AS 38.95.230 (Disposal of escheated real property by the 
department).

Section 3. Notice of the proposed sale of land which the 
department has leased for mineral rights must be given, as 
required by AS 38.05.945 (a).

Section 4. Notice of the proposed sale of land for which the
department has issued a production license must be given, as
required by AS 38.05.945 (a).

Section 5. DISPOSAL OF ESCHEATED REAL PROPERTY BY DEPARTMENT. 
Repeals and reenacts AS 38.95.230. Within 90 days after a 
judgement of escheat, and after notice has been given, the 
department must sell the escheated real property unless it 
issues a written finding that the designation of the property 
as an historic site would be in the best interest of the 
state. If so, the department must request the Historic Sites
Advisory Committee to determine if the property should be
designated an historic. If the committee decides not to 
recommend the designation or if the governor decides not to 
make the designation, the department shall make arrangements 
to sell the property as soon as possible after receiving 
notice of the decision.

Section 6. CLAIMS TO ESCHEATED REAL PROPERTY. Repeals and 
reenacts AS 38.95.240. Within seven years from the judgment 
of escheat, a person who was not a party to the escheat 
proceeding may bring an action in superior court to prove the 
person's claim to the real property, or may bring the claim 
directly before che department. If it is determined that the 
claim is valid, the department must transfer the property if 
the state still owns it, or must transfer an amount equal to 
the net proceeds from the sale of the r e d  property.

Section 7. PROCEEDS OF SALE. The department must maintain 
the net proceeds from the sale of escheated real property in a 
trust account. The department may use that money to pay 
successful claimants under AS 38.95.240.

T h i s  b i l l  c o n t a i n s  t h e  f o l l o w i n g  p r o v i s i o n s :



Section 8. DEFINITIONS.

SECTION 9. This act applies to real property which is the 
subject of an escheat proceeding begun on or after the effec­
tive date of this act.



STEVE C O W  PER, GOVERNOR
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JUNEAU. ALASKA 99801-1796 
PHONE: (907) 465-2400

O F F I C E  O F  T H E  C O M M IS S IO N E R

March 3, 1988

The Honorable Sam Cotten 
Co-Chair, House Resources Committee 
P.O. Box 7
Juneau, AK 99811

Dear Representative Cotten:

Subject: SB 16 relating to the disposition of unclaimed 
real property interests.

Position: CSSB 16 (Res) provides the state may retain
historical sites, but precludes state retention for other 
reasons. However, there are escheated properties in other 
areas where, for one reason or another, the state may wish 
to retain ownership, e.c., properties in or adjacent to 
parks or other designated areas or properties of particu­
larly high public value.

Background: The purpose of escheat is to provide for
disposition of unclaimed property, usually after the death 
of the owner, intestate. If a parcel is located in a park 
or other legislatively designated area, it may well be less 
expensive for the state to retain the land, as opposed to 
selling the property and then asking the Legislature to 
appropriate funds to repurchase the property for inclusion 
in the designated area. For example, if a parcel within the 
Kenai River management area was escheated under this bill, 
the department would have to dispose of the parcel rather 
than keeping it for public use. The opportunity tc use a 
parcel of land in an exchange may also be in the best 
interest of the stare.

Recommendation: The Legislature transferred the escheat 
program from the Department of Revenue to the Department of 
Natural Resources in 1986. That legislation provides 
acceptable guidelines for the escheat program. Regulations 
have been drafted, but are nor approved as yet.

Regarding this particular bill, the department has the 
following technical recommendations:

10-J9LH



The department recommends that "owner" be better defined. 
Currently "owner" can be legally undetermined heirs, 
devises, assignees and adverse possessors.

Page 1, lines 10-13 Add "Abandoned" before "Unclaimed 
Estate"

Page 2, line 13 delete "shall sell"; add "shall offer for 
sale"

Page 4, lines 5, 6 - Make the bill apply no all escheated 
real property not sold, including property escheated under 
predecessor statutes.

We will be pleased to continue working with committee staff 
as this bill progresses.

SThcerely,

  j I ' . L \
\

A -
Juditn M. Brady 
Commissioner

f  [ \
cc: Committee Members

Bill Sponsors 
Rod Swope 
Bob Evans
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