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The Finance Committee considered SENATE BILL NO. 338

Issuance of revenue bonds for acquisition and construction of the Alaska Discovery Center for the 
Ship Creek Project in Anchorage; relating to a study of the feasibility and financial viability of the 
Alaska Discovery Center; relating to construction of the Alaska Discovery Center, efd.
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FISCAL NOTE No.

1994 LEGISLATIVE SESSION
Revision Date:

Title:

STATE OF ALASKA

An Act Relating to the Issuance of Revenue Bonds 
for the Alaska Discovery Center

Sponsor:

Requestor:

BILL

Senate Labor and Commerce Committee 
Senate Labor and Commerce Committee

Bill Version: v S / 6  3  5  ^

(S) Publish Date: ^  ^ c / -

Dept. Affected: 

"BRU: 

Component:

Revenue
Revenue Operations
Treasury Management

COMPONENT SERIAL NO. 121
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 0 0
1005 GF/Proqram Receiots

1006 GF/MHTIA

Other

TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Changes in C 5 S &  J 38 (4.£tQ 
have no fiscal impact. This 
fisfa.J. noti is appropriate.

Estimate of current year (FY94) impact: S

ANALYSIS: (Attach a separate page if necessary.)

The Department of Revenue believes it to be in the best interest of the State to have a thorough analysis of the 
project feasibility as required by this legislation. A qualified financial advisor should also review all bond and legal 
documents for proper disclosure of revenue sources and other credit issues. The analysis will be funded from 
bond proceeds.
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A M E N D M E N T

O F FE R E D  IN T H E  SEN A TE B Y  SE N A T O R  FR A N K

T O : CSSB 338(L& C )

Page 2, line 13:

D elete  " o f '

Insert "received by the corporation from"

P age 2, line  14, a fte r "Center.":

Insert "N otw ithstanding AS 42.40.630 and 42.40.640, the A laska R ailroad C orporation 

m ay not pledge, m ortgage, o r assign m oney, leases, revenue, agreem ents, assets, o r property 

o f  the corporation  to the paym ent o f  the bonds, excep t as expressly  p rov ided  in this 

subsection ."

Page 2, lirte 31, a fte r "assets":

In se n  "received by the corporation from  the public  or p rivate  entity that ow ns and 

opera tes the N orthern Crossroads D iscovery Center that are"

SENATE FINANCE
COMMITTEE 

Amendment Number: ^  ‘
Bill Number
Sponsor FRANK. : l^ A P E -^ 4—

COMMITTEE 
Amendment Number:.

Logged In By:
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Chapter 153
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AN ACT

Establishing the Alaska Railroad Corporation to manage 

and operate the Alaska Railroad; and providing for an 

effective date.

* Section 1. LEGISLATIVE FINDINGS AND PURPOSE. (a) The legislature 

that

(1) it Is the policy of the state to 

(A) proviae safe, economical, and efficient transportation

'•4 to residents, businesses, visitors, and military installations in the 

state;

^ ^ ( B / ^ f o B t e r  and promote the long-term economic growth and 

development of the state; 

f*1, (C) develop and Implement plans for a transportation net­

work;

(D) foBter and promote the development of the s t a te’s land 

and natural resources;

(E) ensure that the Alaska Railroad does not use direct 

I*-1-'appropriations to fund s particular freight operation if it can be

^-'demonstrated that the appropriation has placed privately owned and 

¥-• operated carriers in an unfair competitive position. Nothing herein 

•hall affect the provisions of AS 42.40.220(b);

(2) the Alaska Railroad is an essential part of the state trans- 

i'portatlon network that may, unless preserved by state action, cease to be a 

^transportation option in Alaska;

-1- SCS CSHB 512(F in ) am S
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IN TH E LEG ISLA TU R E OF TH E STA TE OF A LA SK A  

EIGH TEEN TH LEG ISLA TU RE - SECO N D  SESSION 

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered: 1/2/94
Referred: Finnnce
Sponsor(s): SENATE LABOR AND COMMERCE COMMITTEE BY REQUEST

A B IL L  

F O R  AN A C T  E N T IT L E D

1 "A n A ct re la tin g  to the  issuance  o f rev en u e  bonds lo r  acqu is ition  an d

2 c o n stru c tio n  o f  the  N o rth e rn  C ro ss ro a d s  D iscovery  C e n te r  fo r the  S h ip  C re e k

3 L and ings P ro je c t; re la tin g  to a s tu d y  o f the  feasib ility  and  financia l v iab ility  o f

4 the  N o rth e rn  C ro ssro ad s  D iscovery  C e n te r; re la tin g  to c o n stru c tio n  o f  the

5 N o rth e rn  C ro ss ro a d s  D iscovery C e n te r;  an d  p ro v id in g  fo r an  effective d a te ."

6 B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A SK A : J  I ^

7 * Section  1. (a) In furtherance o f  the state policy under sec. 1J^), ch. 153, SLA  1984 to

8 foster the long-term  econom ic grow th and developm ent o f  the state, the A laska Railroad

9 Corporation is authorized to issue revenue bonds in the principal am ount o f not m ore than

10 $55,000,000 for the construction and acquisition  o f  the N orthern C rossroads D iscovery C enter

t l  for the Ship Creek Landings Project, if  the board o f directors o f  the A laska R ailroad

12 Corporation determ ines after com pletion o f  the study conducted under sec. 2 o f this A ct that

13 the N orthern Crossroads D iscovery C enter is feasible and financially  viable. T h is section

SB03381) -I- CSSB 338(L&C)
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constitutes legislative approval of the issuance of bonds by the Alaska Railroad Corporation, 

as required by AS 42.40.285.

(b) The Alaska Railroad Corporation may loan the proceeds from the sale of revenue 

bonds authorized by this section to a public or private entity that the Alaska Railroad 

Corporation considers appropriate to acquire, construct, and operate the Northern Crossroads 

Discovery Center. The Alaska Railroad Corporation may enter into agreements, including 

leases, with a public or private entity that the Alaska Railroad Corporation considers 

appropriate to provide for and secure payment of a loan made from the proceeds from the sale 

of the revenue bonds.

(c) The issuance of revenue bonds authorized by this section is subject to 

AS 42.40.600 - 42.40.700, except that, notwithstanding AS 42.40.630, the bonds are special 

nonrecourse obligatiqns of the Alaska Railroad Corporation payable only from the revenues 

and assets^  the public or private entity that owns and operates the Northern Crossroads 

Discovery Center. — cJ/#Cj c  •Al. , of

* Sec. 2. The Alaska Railroad Corporation shall conduct a study of the feasibility and 

financial viability of the proposed Northern Crossroads Discovery Center for the Ship Creek 

Landings Project, if a private parly, including a potential developer or lessee of the Northern 

Crossroads Discovery Center, enters into an agreement with the Alaska Railroad Corporation 

to pay the cost of the study. The Alaska Railroad Corporation shall select the person or firm 

to conduct the study. Upon receipt of the completed study, the board of directors of the 

Alaska Railroad Corporation shall determine whether the Northern Crossroads Discovery 

Center is feasible and financially viable.

* Sec. 3. Before construction of the Northern Crossroads Discovery Center begins, the 

Alaska Railroad Corporation shall require that the public or private entity authorized to design 

and construct the Northern Crossroads Discovery Center post a payment and performance 

bond in favor of the Alaska Railroad Corporation to assure completion of the Northern 

Crossroads Discovery Center.

* Sec. 4. Each bond issued under sec. I of this Act shall contain on its face a statement 

that

(1) the Alaska Railroad Corporation is not obligated to pay the bond or the

interest on the bond except from the revenue or a sse ts^ c d g ed  for the bond;
d&ryo&s* e-/z.
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(2) neither the faith and credit nor the taxing power of the State of Alaska or 

of a political subdivision of the state is pledged to the payment of the bond; and

(3) the issuance of the bonds does not create a legal or moral deb*, of the State 

of Alaska and payment of the bond is not directly or indirectly dependent upon an 

appropriation by the Alaska State Legislature.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

SB0338b -3- CSSB 338(L&C)
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TELECOPY 
10071 370-3001

Marcn 16, 1994

BY FAX

Senate Finance Committee 
State Capitol 
Juneau, Alaska 99801

Re: Potential State liability for bonds Issued pursuant to the terms of CS 
for Senate Bill No. 338 (L&C) (Alaska Railroad Ship Creek Project) 
Our File No. 5323/0601

Honorable Members of the Committee:

During this morning’s meeting of the committee, Eric Wohlforth was 
asked whether the State of Alaska might be liable for the repayment of bonds 
authorized to be Issued if the above-referenced bill were enacted. A similar 
question was asked of me when the bill wes before the Labor and Commerce 
Committee. Following this morning’s meeting of the Finance Committee, Mark 
LoPajin asked me whether the requirement in the bill for a feasibility study might
lead

State

o some liability of the State for the bonds. I am preparing this letter at Mr.
LoPatln’s request for the purpose of setting forth our views relating to potential

liability for bonds issued under the authorization of this bill. In brief, we do 
not believe the State would have any liability for the repayment of bonds Issued 
under the terms of the bill In Its present form.

Section 1 of the bill authorizes the issuance of bonds and describee 
the bdnds that are authorized to be issued as "special nonrecourse obligations of 
the Ajaska Railroad Corporation payable only from the revenues and assets of the 
public or private entity that owns and operates the Northern Crossroads Discovery 
Center." This language Is clear, it authorizes the Issuance of bonds that are only 
payable from the revenues and assets of the entity that owns end operates the 
Northjern Crossroads Discovery Center. Any effort to issue bonds that are payable 
from any other assets (including assets of the State of Alaska) would be beyond 
the authority granted by this language, and any such bonds would be invalid.
W r + h n i  rt m n r i  I * M m  I> a a , . . . .  ...a ..u  — -----— --------  * a —  — -■------ ■-
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W O H L F O R T H ,  A R G E T S I N G E R ,
J o h n s o n  & B r e c h t

for which the State of Alaska could be held liable. However, there Is more to the

Section 4 of the bill requires that each bond issued under Section 1 
ain on its face several statements, each of which strongly and plainly Indicates 
the bonds may not in any way pledge the assets of the State. Those

con: 
thd
statements are:

(1) the Alaska Railroad Corporation is not obligated to pay the bond 
or the Interest on the bond except from the revenue or assets pledged for the 
bonds;

(2) neither the faith and credit nor the taxing power of the State of 
Alaska or of a political subdivision of the state Is pledged to the payment of the 
bond; and

(3) the issuance of the bonds does not create a legal or moral debt 
of the State of Alaska and payment of the bond is not directly or Indirectly 
dependent upon an appropriation by the Alaska State Legislature.

To rpy knowledge, these disclaimers are uniquely strong. It Is difficult to Imagine 
howjthey could be made stronger or clearer. A person who buys a bond with this 
language printed on the bond would be clearly informed that the State Is neither 
lega ly nor morally obligated to use Its assets to repay the bond.

The language of the bill describes, and only authorizes the Issuance 
of, revenue bondB - that is, bonds that are secured solely by the revenues of the 
projoct that it is issued to finance. It Is possible to issue revenue bonds that do 
not obligate the State of Alaska, and the bonds authorized by this bill would be In 
that bategory. The requirement in the bill for a feasibility study, If it has any impact 
on their status, probably strengthens the argument that the bonds are revenue 
bonds. By requiring a feasibility study, the bill further emphasizes that the bonds 
are payable solely from revenues by requiring that there be a reasonable 
demonstration of the existence of such revenues before the bonds may be issued.

I hope this letter Is helpful to the committee in its consideration of the 
bill. We are, of course, happy to assist further at your request

Sincerely,

Kenry
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GROUND LEASE

TH IS  GROUND LEASE ( h e r e i n  c a l l e d  " t h i s  L e a s e " )  i s  made  on  t h e  d a y  e x e c u t e d  
b y  t h e  l a s t  s i g n a t o r y  h e r e t o ,  b y  a n d  b e t w e e n  t h e  ALASKA RAILROAD CORPORATION 
( h e r e i n  c a l l e d  " L e s s o r " ) ,  a  p u b l i c  c o r p o r a t i o n  c r e a t e d  p u r s u a n t  t o  AS 4 2 .AO, 
w h o s e  m a i l i n g  a d d r e s s  i s  P .O .  Box  107500, A n c h o r a g e ,  A l a s k a  99510-7500, a n d  
SH IP  CREEK CROSSINGS DEVELOPERS,  I N C , ,  a n  A l a s k a  c o r p o r a t i o n  ( h e r e i n  c a l l e d  
" L e s s e e " ) ,  w h o s e  m a i l i n g  a d d r e s s  i s  3000 Town C e n t e r ,  S u i t e  1000, S o u t h f i e l d ,  
M i c h i g a n  48075.

R e c i t a l s

A . The  L e s s o r  h a s  a g r e e d  t o  l e a s e  t o  L e s s e e  a p p r o x i m a t e l y  37 a c r e s  o f  l a n d  
l o c a t e d  i n  t h e  A l a s k a  R a i l r o a d  A n c h o r a g e  T e r m i n a l  R e s e r v e  o n  t h e  s o u t h  s i d e  o f  
S h i p  C r e e k .  The  p a r c e l  i c  w i t h i n  t h e  120• a c r e  a r e a  g e n e r a l l y  k n o w n  a s  t h e  
S h i p  C r e e k  R e d e v e l o p m e n t  w h i c h  w a s  t h e  s u b j e c t  o f  a R e q u e s t  f o r  P r o p o s a l  
i s s u e d  b y  t h e  A n c h o r a g e  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n  i n  J a n u a r y ,  1990. Up 
t o  25 a d d i t i o n a l  a c r e s  t h a t  a r e  c u r r e n t l y  l e a s e d  t o  t h e  M u n i c i p a l i t y  o f  
A n c h o r a g e  a t  S h i p  C r e e k  P o i n t  may s u b s e q u e n t l y  b e  a d d e d  t o  t h e  l e a s e d  p r e m i s e s .

B.  L e s s e e  w i l l  a c t  a s  a  m a s t e r  d e v e l o p e r  f o r  t h e  p r o p e r t y  c o n s i s t e n t  w i t h  t h e  
t e r m s  o f  t h i s  L e a s e  a n d  a  d e v e l o p m e n t  a g r e e m e n t  t o  b e  n e g o t i a t e d  b e t w e e n  
L e s s o r  a n d  L e s s e e .  L e s s e e ' s  m a s t e r  d e v e l o p m e n t  p l a n  m u s t  c o n s i d e r  t h e  e n t i r e  
120 a c r e s  w h i c h  c o n s t i t u t e  t h e  S h i p  C r e e k  R e d e v e l o p m e n t  a r e a ,  a n d  L e s s e e  w i l l  
c o o r d i n a t e  d e v e l o p m e n t  w i t h i n  t h e  l e a s e d  p r e m i s e s  w i t h  a c t i v i t i e s  o n  t h e  
a d j a c e n t  a c r e a g e .

C. L e s s e e  i s  r e q u i r e d  u n d e r  t h i s  L e a s e  t o  b r i n g  s u b s t a n t i a l  d e v e l o p m e n t  
p r o j e c t s  t o  t h e  p r o p e r t y ,  w h i c h  may i n c l u d e  a  h o t e l / c o n f e r e n c e  c e n t e r ,  t o u r i s t  
o r i e n t e d  s p e c i a l t y  s h o p s ,  c o m m e r c i a l  o f f i c e s ,  a  r e s i d e n t i a l  c o m p o n e n t ,  a n d  
p u b l i c  a m e n i t i e s  s u c h  a s  a  w o r l d  c l a s s  a q u a r i u m  o r  p l a n e t a r i u m ,

D. The  i n t e n t  o f  L e s s o r  i n  i s s u i n g  t h i s  L e a s e  i s  t o  d e v e l o p  new  m a r k e t s ,  f o r  
b o t h  t o u r i s t s  a n d  r e s i d e n t s  o f  A l a s k a ,  r a t h e r  t h a n  r e l o c a t i n g  e x i s t i n g  t e n a n t s  
a n d  c o m m e r c i a l  e n t e r p r i s e s  a l r e a d y  e s t a b l i s h e d  i n  t h e  A n c h o r a g e  a r e a .

.ARTICLE 1 

LEASED PREMISES AND TERM

1.01 L e a s e d  P r e m i s e s . L e s s o r ,  f o r  a n d  i n  c o n s i d e r a t i o n  o f  t h e  r e n t s ,  
c o v e n a n t s  a n d  c o n d i t i o n s  h e r e i n a f t e r  s p e c i f i e d  t o  b e  p a i d ,  p e r f o r m e d  a n d  
o b s e r v e d  b y  L e s s e e ,  h e r e b y  L e a s e s  t o  L e s s e e ,  a n d  L e s s e e  h e r e b y  l e a s e s  f r o m  
L e s s o r ,  t h e  l a n d  s i t u a t e d  i n  t h e  A n c h o r a g e  R e c o r d i n g  D i s t r i c t ,  T h i r d  J u d i c i a l  
D i s t r i c t ,  S t a t e  o f  A l a s k a ,  mo r e  p a r t i c u l a r l y  d e s c r i b e d  o n  S c h e d u l e  1 a t t a c h e d  
t o  a n d  f o r  a l l  p u r p o s e s  made  a p a r t  o f  t h i s  L e a s e ,  t o g e t h e r ,  w i t h  a l l  r i g h t s ,  
e a s e m e n c s ,  p r i v i l e g e s ,  b o t h  s u b t e r r a n e a n  a n d  v e r t i c a l ,  a n d  a p p u r t e n a n c e s  
a t t a c h i n g  o r  b e l o n g i n g  t o  t h e  d e s c r i b e d  l a n d ,  b u t  s u b j e c t  t o  t h e  r e s e r v a t i o n  
c o n t a i n e d  i n  p a r a g r a p h  1.02 h e r e o f  ( h e r e i n  c a l l e d  t h e  " L e a s e d  P r e m i s e s " ) .

l _ a L

" 7 f t y .

Page 1
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T h i s  L e a s e  i s  s u b j e c t  t o  c e r t a i n  e x i s t i n g  l e a s e s  a n d  p e r m i t s  r e s p e c t i n g  t h e  
L e a s e d  P r e m i s e s ,  a s  s p e c i f i e d  i n  E x h i b i t  A .  Two o f  s u c h  l e a s e s ,  C o n t r a c t  No .  
4270 w i t h  D r e s s e r  I n d u s t r i e s  a s  l e s s e e ,  a n d  C o n t r a c t  N o .  1664 w i t h
C o n s o l i d a t e d  F r e i g h t w a y s  a s  l e s s e e ,  a r e  b e i n g  a s s i g n e d  b y  L e s s o r  t o  L e s s e e  
c o n c u r r e n t l y  w i t h  e x e c u t i o n  o f  t h i s  L e a s e .  T h e  l a n d  a r e a  w i t h i n  s u c h  two 
l e a s e s  i s  i n c l u d e d  w i t h i n  t h e  37 a c r e s  d e s c r i b e d  i n  S c h e d u l e  1. Upon
e x p i r a t i o n  o r  e a r l i e r  t e r m i n a t i o n  o f  e a c h  o f  s u c h  l e a s e s ,  t h e  r e a l  p r o p e r t y  
a f f e c t e d  t h e r e b y  w i l l  b e c om e  a p a r t  o f  t h e  L e a s e d  P r e m i s e s  a n d  g o v e r n e d  
t h e r e a f t e r  b y  t h e  t e r m s  o f  t h i s  L e a s e .  To t h e  e x t e n t  n o t e d  o n  E x h i b i t  A ,  t h e  
o t h e r  e x i s t i n g  l e a s e s  a n d  p e r m i t s  may b e  t e r m i n a t e d  b y  L e s s o r ,  a t  L e s s e e ' s  
r e q u e s t ,  b e f o r e  J u n e  1, 1992 a n d  t h e  a f f e c t e d  p r o p e r t y  made  a v a i l a b l e  t o
L e s s e e .

T h e  L e a s e d  P r e m i s e s  may b e  e x p a n d e d  a f t e r  e x e c u t i o n  o f  t h i s  L e a s e ,  i n  t h e  
e v e n t  L e s s o r  a n d  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  c o m p l e t e  c e r t a i n  o n - g o i n g  
n e g o t i a t i o n s  i n  a  m a n n e r  t h a t  m a k e s  a  p o r t i o n  o f  t h e  M u n i c i p a l i t y ' s  S h i p  C r e e k  
L a n d i n g  l e a s e ,  C o n t r a c t  No .  5920 a v a i l a b l e  t o  a d d  t o  t h e  L e a s e d  P r e m i s e s .  
L e s s o r  w i l l  e x e r t  g o o d  f a i t h  e f f o r t s  t o  s u c c e s s f u l l y  c o n c l u d e  s u c h
n e g o t i a t i o n s .  L e s s o r  a n d  L e s s e e  a g r e e  t h a t  i n  s u c h  e v e n t ,  S c h e d u l e  1 s h a l l  b e  
a m e n d e d  t o  i n c l u d e  s u c h  a d d i t i o n a l  a c r e a g e  ( c u r r e n t l y  e s t i m a t e d  t o  b e
a p p r o x i m a t e l y  25 a c r e s )  a n d  s u c h  p r o p e r t y  s h a l l  b e  g o v e r n e d  b y  t h e  t e r m s  o f  
t h i s  L e a s e .

1.02 R e s e r v a t i o n  o f  M i n e r a l s . A l l  o i l ,  g a s ,  c o a l ,  g e o t h e r m a l  r e s o u r c e s  
a n d  m i n e r a l s  o f  w h a t e v e r  n a t u r e  i n  o r  u n d e r  t h e  a b o v e - d e s c r i b e d  l a n d  a r e  
e x c l u d e d  f r o m  t h e  L e a s e d  P r e m i s e s  a n d  r e s e r v e d  t o  L e s s o r .  N o t w i t h s t a n d i n g  t h e  
f o r e g o i n g ,  L e s s e e  s h a l l  h a v e  t h e  r i g h t ,  s u b j e c t  t o  t h e  t e r m s  o f  t h i s  L e a s e ,  t o  
u s e  e a r t h  m a t e r i a l s  o n  o r  i n  t h e  a b o v e -  e s c r i b e d  l a n d  t o  a  d e p t h  n o t  t o  e x c e e d  
t w e n t y  (20) f e e t  b e l o w  t h e  s u r i a c e ,  a n c  co  muva  a n d  t o u u i - i t o u v  s u c 'a m a t o j r i L a l c  
on  t h e  L e a s e d  P r e m i s e s .  D u r i n g  t h e  t e r m  o f  t h i s  L e a s e ,  L e s s o r  s h a l l  n o t  h a v e  
t h e  r i g h t  t o  e n t e r  o n  t h e  s u r f a c e  o f  t h e  L e a s e d  P r e m i s e s ,  w i t h o u t  L e s s e e ’ s 
p r i o r  c o n s e n t ,  f o r  t h e  p u r p o s e  o f  m i n i n g  a n d / o r  e x t r a c t i n g  s u c h  o i l ,  g a s ,  
c o a l ,  g e o t h e r m a l  r e s o u r c e s ,  o r  o t h e r  m i n e r a l s  a n d  s h a l l  n o t  m i n e  a n d / o r  
e x t r a c c  t h e  s ame  b y  a n y  m e a n s  a t  a  d e p t h  l e s s  t h a n  t w e n t y - f i v e  (25) f e e t  b e l o w  
t h e  s u r f a c e  o f  t h e  L e a s e d  P r e m i s e s .  I f  L e s s o r  m i n e s  a n d / o r  e x t r a c t s  s u c h  o i l ,  
g a s ,  c o a l ,  g e o t h e r m a l  r e s o u r c e s ,  o r  o t h e r  m i n e r a l s ,  t h e  m i n i n g  a n d / o r  
e x t r a c t i o n  s h a l l  n o t  i n t e r f e r e  w i t h  L e s s e e ' s  b u s i n e s s  a n d  a c t i v i t i e s  o n  t h e  
L e a s e d  P r e m i s e s ,  p a r k i n g  o r  a c c e s s  t o  t h e  L e a s e d  P r e m i s e s .

1.03 I m p r o v e m e n t s  Owned b v  L e s s o r . T h e  f o l l o w i n g  d e s c r i b e d  i m p r o v e m e n t s  
( " L e s s o r ' s  i m p r o v e m e n t s " )  a r e  s i t u a t e d  on  a n d  a r e  a  p a r t  o f  the .  L e a s e d  
P r e m i s e s  a n d  a r e  a n d  s h a l l  r e m a i n  t h r o u g h o u t  t h e  t e r m  o f  t h i s  L e a s e  t h e  
p r o p e r t y  o f  t h e  L e s s o r :

A l l  f i l l ,  r e t a i n i n g  w a l l s ,  b e r m s ,  e a r t h  c o n t o u r s ,  a n d  a l l  o t h e r  
b e l o w - s u r f a c e  i m p r o v e m e n t s  s i t u a t e d  on  t h e  L e a s e d  P r e m i s e s  o n  t h e  
d a t e  n f  t h i s  L e a se ; e x c e p t i n g  h o w e v e r ,  a n y  u t i l i t y  s e r v i c e  
c o n n e c t i o n s  a n d  a n y  u n d e r g r o u n d  s t o r a g e  t a n k ( s )  o n  t h e  L e a s e d  
P r e m i s e s  o r  a p p u r t e n a n c e s  t o  s u c h  t a n k ( s ) .

A ny  s u b s u r f a c e  i m p r o v e m e n t s  t o  t h e  L e a s e d  P r e m i s e s  d u r i n g  t h e  L e a s e  T e rm  s h a l l  
b e c om e  t h e  p r o p e r t y  o f  L e s s o r  ( a n d  i n c l u d e d  w i t h i n  t h e  t e r m  " L e s s o r ' s  
I m p r o v e m e n t s " )  i m m e d i a t e l y  u p o n  i n s t a l l a t i o n ,  e x c e p t  u n d e r g r o u n d  s t o r a g e
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t a n k ( s )  ( a n d  t h e i r  a p p u r t e n a n c e s )  a n d  u t i l i t y  s e r v i c e  c o n n e c t i o n s ,  w h i c h  s h a l l  
b e  a n d  l e iuc t iu  t h e  s o l e  p v o p a x t y  o f  L o o c o o .  Any  s u c h  s u b s u r f a c e  i m p r o v e m e n t s  
s h a l l  b e  e l i g i b l e  f o r  r e n t  c r e d i t s  p u r s u a n t  t o  t h e  c r i t e r i a  s e t  f o r t h  i n  
p a r a g r a p h  2 .04 ,  r e g a r d l e s s  o f  t h e i r  o w n e r s h i p  u n d e r  t h i s  p a r a g r a p h  1.03 .

L e s s o r  i s  a l s o  t h e  o w n e r  o f  c e r t a i n  t r a c k a g e  l o c a t e d  o n  t h e  L e a s e d  P r e m i s e s ,  
a n d  s h a l l  r e m a i n  t h e  o w n e r  t h e r e o f  r e g a r d l e s s  o f  a n y  s u b s e q u e n t  r e l o c a t i o n ,  
e x c e p t  a s  o t h e r w i s e  a g r e e d .

1.04 I m p r o v e m e n t s  Owned b v  L e s s e e . T h e r e  a r e  no  a b o v e  s u r f a c e  
i m p r o v e m e n t s  on  t h e  L e a s e d  P r e m i s e s  w h i c h  b e l o n g  t o  L e s s e e  a t  t h e  c om m en c em en t  
o f  t h i s  L e a s e .  L e s s e e ' s  i m p r o v e m e n t s  s h a l l  i n c l u d e  a n y  a b o v e  s u r f a c e  
i m p r o v e m e n t  c o n s t r u c t e d  o r  p l a c e d  on  t h e  L e a s e d  P r e m i s e s  b y  L e s s e e  ( o r
L e s s e e ' s  a s s i g n s  a n d / o r  s u b l e s s e e s )  d u r i n g  t h e  t e r r a  o f  t h i s  L e a s e  ( " L e s s e e ' s  
I m p r o v e m e n t s " ) .

1.05 L e a s e  T e r r a . T h i s  L e a s e  s h a l l  b e  a n d  c o n t i n u e  i n  f u l l  f o r c e  a n d
e f f e c t  f o r  a  t e r m  o f  f i v e  d )  v e a r s  ( t h e  " L e a s e  T e rm " )  c o m m e n c i n g  a s  o f  M a r c h  
I .  1992. a n d  t e r m i n a t i n g  on  F e b r u a r y  23. 1997, u n l e s s  e a r l i e r  t e r m i n a t e d  a s
p r o v i d e d  i n  t h i s  L e a s e .

1.06 O p t i o n  t o  E x t e n d .

A .  L e s s e e  m a y ,  a t  L e s s e e ' s  o p t i o n ,  e x t e n d  t h e  t e r m  o f  t h i s  L e a s e  
f o r  up  t o  tw o  a d d i t i o n a l  l e a s e  t e r m s  n o t  t o  e x c e e d  f i v e  (5) y e a r s  e a c h ,  
s u b j e c t  t o  a l l  t h e  p r o v i s i o n s  o f  t h i s  L e a s e ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  
p r o v i s i o n s  f o r  a d j u s t m e n t s  t o  a n d  v a r i a t i o n s  i n  r e n t  a n d  t h e  p r o v i s i o n s  o f  
s u b p a r a g r a p h  B b e l o w .

L e s s e e  m a y ,  a t  L e s s e e ' s  e l e c t i o n ,  a s s i g n  t h i s  o p t i o n  i n  w h o l e  o r  i n  p a r t  a t  
a n y  t i m e  a n d  f r o m  t i m e  t o  t i m e  t o  a n y  o n e  o r  mo r e  Q u a l i f i e d  S u b t e n a n t s ,
A s s i g n e e s ,  o r  M o r t g a g e e s  a s  t h o s e  t e r m s  a r e  h e r e i n a f t e r  d e f i n e d ,  a n d  may  g i v e  
a n y  s u c h  S u b t e n a n t ,  A s s i g n e e  o r  M o r t g a g e e ,  w i t h  o r  w i t h o u t  s u c h  a s s i g n m e n t ,  
p o w e r  o f  a t t o r n e y  t o  e x e r c i s e  s u c h  o p t i o n .

B. L e s s e e ' s  r i g h t  t o  e x t e n d  t h e  L e a s e  Ter ra  i s  s u b j e c t  t o  t h e  
f o l l o w i n g  c o n d i t i o n s  p r e c e d e n t :

1. I i i  o r d e r  t o  e x e r c i s e  i t s  o p t i o n  f o r  t h e  s e c o n d  5- y e a r  t e r m  
( t h e  f i r s t  e x t e n s i o n  p e r i o d ) ,  L e s s e e  m u s t  h a v e  a c c o m p l i s h e d  d e v e l o p m e n t  
p r o j e c t s  ( e v i d e n c e d  b y  t h e  i s s u a n c e  o f  c . e r t i f i c a t e s  o f  o c c u p a n c y  d u r i n g  t h e  
o r i g i n a l  5 - y e a r  t e r m  t o  e i t h e r  L e s s e e ,  i t s  s u b l e s s e e s  a n d / o r  a s s i g n s )  w h o s e  
c u m u l a t i v e  v a l u e  i s  $2 m i l l i o n ,  i n  a d d i t i o n  t o  t h e  d e v e l o p m e n t  r e q u i r e m e n t s  
c o n t a i n e d  i n  p a r a g r a p h  4 .0 1 .C .  I n  o r d e r  t o  e x e r c i s e  i t s  o p t i o n  f o r  t h e  t h i r d
5 - y e a r  t e r m  ( t h e  s e c o n d  e x t e n s i o n  p e r i o d ) ,  L e s s e e  m u s t  h a v e  a c c o m p l i s h e d
d e v e l o p m e n t  p r o j e c t s  ( e v i d e n c e d  b y  t h e  i s s u a n c e  o f  c e r t i f i c a t e s  o f  o c c u p a n c y  
d u r i n g  t h e  s e c o n d  5 - y e a r  t e r m  t o  e i t h e r  L e s s e e ,  i t s  s u b l e s s e e s  a n d / o r  a s s i g n s )  
w h o s e  c u m u l a t i v e  v a l u e  i s  $5 m i l l i o n .

2. The  L e a s e  s h a l l  b o  i n  e f f e c t  a t  t h e  t i m e  n o t i c e  o f  e x e r c i s e  
I s  g i v e n  a n d  on  t h e  l a s t  d a y  o f  t h e  o r i g i n a l  L e a s e  T e rm ;  a n d

3. L e s s e e  s h a l l  m t  b e  i n  m a t e r i a l  d e f a u l t  u n d e r  a n y  p r o v i s i o n
o f  t h i s  L e a s e  a t  t h e  t i m e  n o t i c i  o f  e x e r c i s e  i s  g i v e n  o r  on  t h e  l a s t  d a y  o f  
t h e  t e r m ;  a n d
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4.  Lessee s h a ll  have g iven Lessor w r it te n  n o tice  o f i t s  
exe rc ise  o f the o p tio n , which s h a ll be ir re v o c a b le , no t more than 365 days nor 
less  than 90 days before the la s t  day o f the o r ig in a l  Lease Term.

C. The phrase "Lease Term" as used in  th is  Lease s h a ll mean and 
re fe r  to the o r ig in a l 5*year term hereo f and any extended term ( in  the event 
Lessee exerc ises one or both o f i t s  op tion  to  e x te n d ). The phrase "extended 
term" is  used from time to time h e re in  to re fe r  s o le ly  to  e ith e r  or both o f 
the 5-year a d d it io n a l terms created i f  Lessee exerc ises the o p tio n  provided 
under subparagraphs 1 .06 .A and B.

D. I f  during the course o f th is  Lease Term o r e ith e r  o f the 
extended terms, Lessee is  prepared to commence c o n s tru c tio n  on any o f the 
development p ro je c ts  contemplated by th is  Lease, Lessor and Lessee agree to 
en te r in to  good f a i t h  n e g o tia tio n s  towards the execution  o f a new ground lease 
w ith  e ith e r  Lessee or i t s  proposed assignee fo r  th a t  p o r t io n  o f the Leased 
Premises to be developed. I t  is  a n tic ip a te d  th a t sa id  ground leases s h a ll not 
extend beyond two (2) successive t h i r t y - f i v e  (35) years terms, i t  being 
understood th a t the extended term (s) in  each instance s h a ll be ta i lo re d  to  the 
s p e c if ic  p ro je c ts  and need no t be the same term fo r  each s p e c if ic  p ro je c t.

1.07 Term ination fo r  R a ilroad  Use. In  accordance w ith  Alaska S ta tu te  
4 2 . 4 0 . 2 8 5 ( 4 )  (the  Alaska R a ilroa d  C orpora tion A c t) , Lessor reserves the r ig h t  
to term inate th is  Lease o r any successor lease as contem plated by paragraph 
1.06.D a t any time a f te r  t h i r t y - f i v e  (35) years i f  the Premises are. needed fo r  
ra ilro a d  purposes, which are defined s o le ly  fo r  purposes o f th is  paragraph
1.07 as being fo r  tra c k  r ig h t-o f-w a y  o f customary w id th . This e n t ire  Lease 
(o r e n t ire  successor lease) may no t be term inated unless Lessor determines in  
good fa i th  th a t so much o f  the Leased Premises are needed fo r  ra ilro a d  
purposes th a t the purpose o f th is  Lease (o r s p e c if ic  successor lease) cannot 
reasonably be s a t is f ie d .  In  the event o f such te rm in a tio n , Lessor s h a ll 
compensate Lessee o n ly  fo r  the f a i r  market value o f Lessee's Improvements as 
o f the date Lessor gives Lessee n o tice  o f such te rm in a t io n . F a ir  market va lue 
o f Lessee's Improvements s h a ll  be agreed to by the p a r t ie s  o r determined as 
se t fo r th  in  A r t ic le  8 o f th is  Lease.

ARTICLE 2 

RENTS

2.01 Rents, Lessee s h a ll  pay the fo llo w in g  re n ts  to  Lessor in  le g a l 
tender o f the United States o f America, w ith o u t deduction  and w ith o u t n o tice  
o r demand, net o f a l l  re a l p rope rty  taxes, assessments, and o ther charges 
re qu ired  to be pa id  by Lessee under th is  Lease w ith  respect to  the Leased 
Premises, and in  equal monthly in s ta llm e n ts  in  advance on o r before the f i r s t  
day o f each calendar month during the Lease Term, w ith  p a r t ia l  periods 
p ro ra ted  on a d a ily  b as is . Both I n i t i a l  Rent and P ro je c t Rent, as h e re a fte r  
de fined , are re fe rre d  to  elsewhere in  th is  Lease as "Basic R en ts ."
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A. I n i t i a l  R ent. Rent payable a t tha o u tse t o f th is  Lease and 
w ith o u t any adjustment as h e re in a fte r  provided is  known as " I n i t i a l  Rent." 
For Lease years 1- 5 in c lu s iv e , I n i t i a l  Rent w i l l  be T h irty -S even  Thousand 
D o lla rs  (S 37 .000). su b je c t to the p ro v is io n s  o f paragraph 2.01.B below. The 
p a rtie s  agree th a t th is  f ig u re  represents re n t o f $1,000 per acre fo r  the 37 
net usable acres w ich in  the Leased Premises.

I n i t i a l  Rent w i l l  be payable fo r  the. ne t usable land re leased from the
M u n ic ip a lity  o f Anchorage's cu rre n t Ship Creek P o in t lease and made a va ila b le  
to  Lessee fo r  development as described in  paragraph 1.01, commencing June 1, 
1^23 or a t such la te r  date as such land is  so re leased from the m unicipal
lease. The p a rtie s  p re s e n tly  contemplate th a t less than tw e n ty - f iv e  (25) 
acres w i l l  become so a v a ila b le . I n i t i a l  Rent s h a ll be payable a t the ra te  o f 
$1,000 per acre u n t i l  such tim e, i f  ever, any p o rtio n  o f th is  form er m unicipal 
lease acreage becomes che s ite  o f a development p ro je c t.  Then and in  such 
event, P ro je c t Rent w i l l  be payable in  accordance w ith  subparagraph 2.01.B .

3, P ro je c t R ent. I n i t i a l  Rent as provided in  subparagraph 2 .01 .A
w i l l  be ad justed  from tim e to  time in  the fo llo w in g  manner w ith  respect to any
s p e c if ic  p o r t io n  o f the Leased Premises upon which, a component o f Lessee's 
development p ro je c t becomes s itu a te d . .A fter such adjustm ent, such re n ta l w i l l  
be known as "P ro je c t R en t."

1. I n i t i a l  Rent w i l l  be pa id  a t the ra te  se t in  subparagraph
2 .0 1 .A u n t i l  the date a c e r t i f ic a te  o f occupancy (o r e q u iva le n t) is  issued.

.2. As o f  the data such c e r t i f ic a te  is  issued, re n t fo r  th a t
pa rce l w i l l  be ad justed  to i t s  f a i r  market va lue as determ ined in  accordance 
w ith  paragraph 2.02 unless Lessor e le c ts  to  apply one o f the methods o f re n ta l 
computation se t fo r th  in  subparagraph 2 .01.B .3  below,

In  the event Lessor and Lessee are unable to reach agreement regard ing 
s p e c if ic  terms under subsection  3 im m ediately below, then f a i r  market value 
re n t under th is  subparagraph 2 .01 .3 .2  s h a ll become due and payable w ith  
respect to  the s p e c if ic  p ro je c t,  e f fe c t iv e  as o f the date the c e r t i f ic a te  o f 
occupancy was issued.

3. Lesso r's  a lte rn a tiv e s  to f a i r  market va lue are as fo llo w s :

a. Lessor may e le c t to  rece ive  a percentage o f che
p ro je c t 's  gross revenues in  a d d it io n  to a base re n t o f s e v e n ty -fiv e  percent
(75%) o f f a i r  market va lue  re n t as determined in  accordance w ith  paragraph
2.02. The percentage o f gross revenues so rece ived  s h a ll be nego tia ted  on a 
p ro je c t-s p e c if ic  bas is .

b. In  the a lte rn a t iv e ,  Lessor may e le c t  to  p a r t ic ip a te  as 
an investor/ow ner o f a s p e c if ic  p ro je c t and rece ive  a nego tia ted  percentage o f 
ne t p r o f i t s .

4. Once a s p e c if ic  p ro je c t ob ta ins  a c e r t i f ic a te  o f occupancy 
and begins accru ing  P ro je c t Rent, the area which is  p la t te d  fo r  (o r otherw ise 
agreed by Lessor and Lessee to  be a llo c a te d  to ) such p ro je c t s h a ll be 
w ithd ra w ! from com putation o f I n i t i a l  Rent regard less o f whether Lessee
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subleases che p a rce l o r p a r t ia l ly  assigns i t s  r ig h ts  under th is  Lease to  the 
p ro je c t occupant. For purposes o f th is  c a lc u la tio n , p a rce l s izes s h a ll be 
rounded to  the nearest h a lf  acre and I n i t i a l  Rent s h a ll a cco rd in g ly  be reduced 
pro ra ta .

2.02 D eterm ination  o f F a ir Market Value Rent: P e rio d ic  Readjustment.
Whenever f a i r  market va lue is  used as an agreed measure o f P ro je c t Rent (under 
paragraphs 2 .01 ,3 .2  or 3 above), i t  s h a ll be determined as se t fo r th  below. 
In  a d d it io n  to  the i n i t i a l  v a lu a tio n , the f a i r  market va lue re n t s h a ll be
read justed  to  cu rre n t f a i r  market value as o f the beginn ing o f each seven
(7 ) -year pe riod  o f the lease term pursuant to  the same procedures. 
N otw ithstand ing  anyth ing  to  the co n tra ry , P ro je c t Rent s h a ll no t be increased 
fo r  any p o r t io n  o f the Leased Premises fo r  which, a c e r t i f ic a te  o f occupancy 
has no t been is s u e !.

A. A pp ra isa l o f F a ir  Market Value o f Fee Simple In te r e s t . Lessor 
s h a ll s e le c t an appra ise r from a l i s t  o f ' q u a li f ie d  appra isers compiled by
Lessor and kept a v a ila b le  fo r  p u b lic  in sp e c tio n  a t Lessor's  o f f ic e .  The 
appra iser s h a ll determ ine, w ith in  s ix ty  (60) days o f Lessee's request and
Lessor's  s e le c tio n  o f  an appra ise r pursuant to  th is  subparagraph fo r  an 
i n i t i a l  f a i r  market v a lu a tio n , o r as o f a date w ith in  one hundred e ig h ty  (180) 
days before or a f te r  the beginn ing o f the a p p lica b le  re n t p e riod  fo r  
subsequent re n ta l adjustm ents, the f a i r  market va lue o f the fee simple 
in te re s t in  the Leased Premises, based upon the use to  which the land is  or 
s h a ll be pu t so long as che same is  co n s is te n t w ith  the master p lan  developed 
fo r  the Leased Premises, unencumbered by th is  Lease, and in c lu d in g  
improvements owned by Lessor ( id e n t i f ie d  in  parasraph 1.03 o f th is  Lease), and 
exclud ing improvements owned by Lessee ( id e n t i f ie d  in  paragraph 1,04 o f th is  
Lease). A copy o f the a p p ra isa l re p o rt s h a ll be p rov ided  by Lessor to  Lessee 
a t Lessee’ s request.

3. F a ir  Market Velue R ent. The f a i r  market va lue re n t s h a ll be che
product de rived  from m u lt ip ly in g  the f a i r  market value o f  the Leased Premises
(e s ta b lish e d  in  accordance w ith  subparagraph 2 .0 2 .A) by TEN PERCENT (10 %).

C. Aooeal and A rb it r a t io n  o f Rent Increases. In  the event Lessee 
disagrees w ith  an app ra isa l o f fee simple value made by Lessor pursuant to 
subparagraph 2 .0 2 .A o f th is  Lease, Lessee may appeal the va lue determined in
such ap p ra isa l by n o t i fy in g  Lessor in  w r it in g  o f i t s  demand fo r  appeal w ith in
t h i r t y  (30) days o f re c e iv in g  Lessor's  n o tic e  o f change in  re n t. Lessee's
fa i lu r e  to  g ive  sa id  n o tic e  w i l l  c o n s titu te  a waiver o f Lessee's r ig h t  to
appeal ft change in  re n t based on such a p p ra isa l, and Lessee s h a ll be bound by
Lessor's  de te rm ina tion  o f the f a i r  market value re n t.

In  the event Lessee so appeals a change in  re n t, Lessee s h a ll,  a t i t s  own
expense, o b ta in  an a p p ra isa l o f  the f a i r  market va lue o f the fee sim ple 
in te re s t in  the Leased Premises, based upon the use to  which the land is  or 
s h a ll be pu t so long as the same is  co n s is te n t w ith  the master p lan  developed 
fo r  the Leased Premises, unencumbered by th is  Lease, and in c lu d in g  Lessor's  
Improvements and exc lud ing  Lessee's Improvements, and p rov ide  the same to 
Lessor no la te r  than s ix ty  (60) days a f te r  Lessee's n o tice  o f appeal is  
d e live re d  to  Lessor. Said app ra isa l s h a ll be performed in  accordance w ith  
Lessor's  Standard A ppra isa l In s tru c t io n s  in  e f fe c t  a t the time o f a p p ra isa l.
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I f  w ith in  f i f t e e n  (15) days a f te r  Lessor rece ives Lessee's a p p ra is a l, the 
p a r t ie s  are unable to agree as to  the f a i r  market value o f che fee simple 
in te re s t .  Lessee may, a t i t s  o p tio n , re fe r  the m atter to  a rb it r a t io n  in  
accordance w ith  the procedures conta ined in  A r t ic le  8 o f th is  Lease by 
n o t i fy in g  Lessor in  w r it in g  o f i t s  demand fo r  a r b it r a t io n  w ith in  ten (10) days 
a f te r  e x p ira t io n  o f the 15-day pe riod  provided above. O therw ise, Lessee s h a ll 
have no r ig h c  to re fe r  a re n t d ispu te  to  a r b it r a t io n  and s h a ll be bound by 
Lessor's  de te rm ina tion  o f re n t under th is  Lease.

N otw iths tand ing  the fo rego ing , Lessee s h a ll pay a l l  re n t a t the new ra te  
p rov ided in  Lessor's  n o tic e  o f change in  renc u n t i l  the issue o f f a i r  market
va lue  o f the Leased Premises is  reso lved.

D, R e troac tive  Rent. U n t i l  a change .in Basic Rent is  determined, 
Lessee s h a ll pay the same Basic. Rent as in  the previous year. When the 
ad justed Basic Rent has been determ ined, and Lessee n o t i f ie d ,  such Basic Rent 
as so determ ined s h a ll be due and payable to  Lessor re tro a c t iv e  to  the 
commencement o f  the lease year fo r  which such re n t adjustment is  made, and any
d e fic ie n c y  re s u lt in g  from such re n t adjustment s h a ll be payable w ith in  t h i r t y
(30) days a f te r  the g iv in g  o f such n o tice  to Lessee, However, a t no time w i l l  
che Lessee be respons ib le  fo r  more chan n in e ty  (90) days o f u n b ille d  
re tro a c t iv e  re n t a t the increased le v e l.

2.03 A b so lu te ly  Net Rent. I t  is  the purpose and in te n t  o f Lessor and 
Lessee chat the Basic Rents es tab lished  under th is  Lease s h a ll be a b so lu te ly  
ne t to  Lessor so th a t th is  Lease s h a ll y ie ld ,  net to  Lessor, the renc 
s p e c if ie d  h e re in  during  the term o f th is  Lease, and th a t a l l  cos ts , expenses 
and o b lig a t io n s  o f every k ind  and nature whatsoever re la t in g  to the Leased 
Premises, which may a rise  or become due du ring  the Lease Term, except as 
otherw ise express ly  provided in  th is  Lease, and except cos ts , expenses, and 
o b lig a t io n s  (ocher than chose to be borne by Lessee as he re in  provided) 
in cu rre d  by Lessor in  connection w ith  the sa le  or mortgaging o f che Leased 
Premises, s h a ll  be pa id by Lessee, and th a t Lessor s h a ll be indem nified  and 
he ld  harmless by Lessee from and aga ins t the same.

2.04 Rent C re d its .

A. Lessee's Rent C re d its . Lessee s h a ll be e l ig ib le  fo r  c re d it  
a g a in s t i t s  annual re n t (whether I n i t i a l  Rent or P ro je c t Rent) fo r  c e r ta in  
expend itures th a t q u a li fy  fo r  c a p ita l iz a t io n  under In te rn a l Revenue Code 
seccion 195. Such expenditures and are sub je c t to  an annual maximum o f 
$150,000. Lessee may submit an ite m iz a tio n  o f such expenditures on a monthly 
bas is  (o r less  fre q u e n tly , i f  Lessee so des ires) toge ther w ith  such supporting 
documentation as Lessor may re q u ire , and rece ive  payment o f any amount by 
which the month's e l ig ib le  expenditures exceed the re n ta l due, su b je c t however 
to  the $150,000 annual maximum c re d it .

B. S p e c if ic  P ro je c t Rent C re d it . Lessee's subleases (o r p a r t ia l  
assignments) to  s p e c if ic  p ro je c t owners or operators may g ran t such p a rtie s  
che r ig h t  to  seek re n t c re d it  fo r  s i te - s p e c i f ic  development costs th a t q u a lify  
as c a p ita l improvements under In te rn a l Revenue Code se c tio n  195, amortized 
over che l i f e  o f Che in d iv id u a l sublease or assignment. Lessor s h a ll requ ire  
supporting  documentation fo r  any such c re d its  requested. In  no event s h a ll
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such c re d it  exceed, on an annual bas is , the annual P ro je c t Rent payable w ith  
respect to  th a t p ro je c t. Any excess q u a lify in g  costs (chose no t f u l l y  app lied  
as c re d its  in  any one calendar year) may be c a rr ie d  over in to  subsequent 
re n ta l periods u n t i l  f u l l y  u t i l i z e d  by the sublessee/assignee.

C, C red it fo r  Improvements o f Common B e n e f it . Lessor and Lessee
acknowledge th a t c e r ta in  c a p ita l improvements may b e n e f it  a l l  component 
development p ro je c ts  g e n e ra lly  ra th e r than any s p e c if ic  p ro je c t.  Such 
improvements inc lude  bu t are no t l im ite d  to  main s tre e ts /th o ro u g h fa re s  and 
pedestrian  t r a i l s .  The cost o f such improvements may be e l ig ib le  fo r  re n t
c re d it  to  Lessee co n s is te n t w ith  paragraph 2 .0 4 ,A o r, a t Lessee's e le c t io n , 
such costs may be charged to  sublessees and a llo c a te d  among a l l  development 
p ro je c ts  on the basis o f th e ir  re sp ec tive  pro ra ta  shares o f land area w ith in  
the Leased Premises. In  such event, the cos t s h a ll be am ortized over the 
rem aining term o f each respec tive  sublease. In  no event s h a ll any sublessee 's 
c re d it  under th is  subparagraph, taken toge the r w ith  any c re d it  under paragraph 
2.04.B , exceed th a t sublessee 's annual P ro je c t Rent, bu t any unused q u a lify in g  
costs may be c a rr ie d  over u n t i l  f u l l y  u t i l iz e d .  Lessor s h a ll re q u ire  
supporting  documentation fo r  any such c re d its  requested.

D. Improvements Funded bv P ub lic  Monies. N otw ithstand ing  the
fo rego ing , in  no event w i l l  re n t c re d it  be a llow ed fo r  any improvements to  the 
ex ten t the same are funded by grants or o th e r p u b lic  monies unless such funds
are in  the form o f loans a t market e q u iva le n t in te re s t  ra te s .

2.05 P ub lic  Amenity Development. The p a r t ie s  contemplate the in c lu s io n  
o f one or more "p u b lic  amenity" p ro je c ts  w ith in  the Leased Premises, such as a 
p lane ta rium  o r aquarium. Such p ro je c ts  cannot reasonably be expected to be 
produce r.et revenue, ye t they enhance the o v e ra ll development and the business 
o p p o rtu n itie s  o f in d iv id u a l p ro je c ts . Ownership and management o f such 
amenity p ro je c ts  s h a ll be decided by Lessor and Lessee on a case-by-case basis 
and may be vested in  separa te ly  e s tab lished  n o n -p ro f it  co rp o ra tio n s . Any
p a rce l devoted to  such amenity p ro je c ts  s h a ll continue to  accrue I n i t i a l  Rant 
a t the ra te  se t in  paragraph 2,01 unless a h ig he r ra te  is  charged as re n t by 
Lessee to  the sublessee. In  the la t t e r  event, Lessor s h a ll rece ive  f a i r  
market va lue re n t fo r  such p a rce l under paragraph 2.02. As to  such p ro je c ts
fo r  which Lessee does no t rece ive  re n t g re a te r than the I n i t i a l  Rent, Lessee
s h a ll be pa id  a development fee by Lessor e q u iva le n t to  f iv e  percent (5%) o f 
Lessee's development cos ts . Lessor s h a ll re q u ire  su ppo rting  documentation fo r  
such costs p r io r  to paying any such development fee,

ARTICLE 3 

OUIET ENJOYMENT

Subject to  the o the r leases and perm its  described in  paragraph 1.01, upon 
tim e ly  payment by Lessee o f a l l  o f such re n ts  and o th e r payments re qu ired  to  
be paid by Lessee under th is  Lease, and upon f u l l  and f a i t h f u l  observance and 
performance by Lessee o f a l l  o f i t s  covenants conta ined in  th is  Lease, and so 
long as such observance and performance con tinues, Lessee s h a ll peaceably ho ld  
and enjoy the Leased Premises during  the Lease Term and any extended term (s) 
w ith o u t hindrance or in te r ru p t io n  by Lessor or anyone la w fu l ly  c la im ing  by, 
through, or under Lessor.
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ARTICLE 4 

LESSEE'S COVENANTS

4.01 Specia l Covenants o£ Lessee.

A. Lessee s h a ll acc as master developer o f the Leased Premises and 
accomplish an in te g ra te d  mixed-use commercial development pursuant to  the 
terms o f th is  Lease and a development agreement as described in  subparagraph
4.01.B , Such development s h a ll occupy va rio u s  p o rtio n s  o f  che Leased Premises 
on a sublease or p a r t ia l  assignment b a s is , su b je c t to the o ther terms o f th is  
Lease.

B. In  o rder to  o b ta in  $5.5 m i l l io n  p re v io u s ly  approp ria ted  by the
Alaska S ta te  L e g is la tu re  fo r  che redevelopment o f the Leased Premises, Lessor
and Lessee must execute a development agreement (the  "Development Agreement") 
which is  approved by the Anchorage Economic Development C orpora tion  and che 
M u n ic ip a lity  o f Anchorage not la t e r  than A p r i l  30, 1992. Lessee s h a ll
d i l ig e n t ly  and in  good f a i t h  n e go tia te  the terms o f the Development Agreement 
w ith  Lessor and fa i lu r e  to en te r in to  the Development Agreement may, a t
Lessor's d is c re t io n , be cause fo r  te rm in a tio n  o f th is  Lease.

C. The p re v io u s ly  mentioned le g is la t iv e  a p p ro p r ia t io n  re qu ire s  
p r iv a te  investm ent commitments o f  noc less  than $5.5 m i l l io n  and the 
Development Agreement s h a ll sc p rov ide . In  a d d it io n . Lessee is  re q u ire d  by 
th is  Lease to  d i l ig e n t ly  pursue such commitments (and any o thers i t  may 
o b ta in ) to  a f in a l  r e s u lt  o f the issuance o f  c e r t i f ic a te ( s )  o f occupancy fo r  
development p ro je c ts  on che Leased Premises to ta l l in g  not less than $7.0
m il l io n  w ith in  th ree  (3) years o f the e f fe c t iv e  date o f th is  Lease.

D. I t  is  Lessor's  d es ire  to  encourage p u b lic  p a r t ic ip a t io n  in  the 
development process to  the e x ten t Chat no p a r ty 's  co m p e titive  p o s it io n  is  
compromised and no p r iv i le g e d  o r p ro p r ie ta ry  in fo rm a tio n  is  re leased. Lessee 
s h a ll a c t iv e ly  s o l i c i t  p u b lic  comment regard ing  each proposed component p a rt 
or i t s  development on the Leased Premises to the e x te n t reasonably poss ib le , 
con s is ten t w ith  th is  ph ilosophy. Lessee is  n o t, however, requ ired  to  conduct 
p u b lic  hearings or fo llo w  any ocher s p e c if ic  procedures, and fa i lu r e  to  ob ta in  
a p u b lic  consensus as to  any in d iv id u a l p ro je c t s h a ll noc be cause fo r  
abandonment o f th a t p ro je c t,  nor s h a ll i t  c o n s t itu te  d e fa u lt  under th is  Lease.

4.02 Taxes. Assessments and Charges.

A. Lessee s h a ll pay, no t less chan ten (10) days before  they become 
de linquen t, a l l  re a l p rope rty  taxes, assessments, sp e c ia l assessments or o the r 
charges o f every d e s c r ip tio n  fo r  which che Leased Premises, or any improvement 
thereon or any use th e re o f, are now or du ring  the Lease Term may be assessed 
or become l ia b le ,  whether made by governmental a u th o r ity  or by any p u b lic  
u t i l i t y  or community se rv ice  company, and whether assessed to  or payable by 
Lessor o r Lessee, su b je c t to Lessee's o p tio n  to  pay in  in s ta llm e n ts  
h e re in a fte r  p rov ided. Such taxes and assessments in c lu d e , bu t are n o t l im ite d  
to , any increased re a l p rope rty  tax re s u lt in g  from any c la s s i f ic a t io n  o f the 
Leased Premises d u ring  the Lease Term to  a h ighe r use. Payments o f re a l 
p rope rty  taxes and assessments due during  the f i r s t  and la s t  years o f the
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