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MEMORANDUM
DEPARTMENT OF NATURAL RESOURCES 
DIVISION OF MINING AND WATER MANAGEMENT (  zac±r/a*A

/

D A T E :  A p r i l  18, 1 9 9 5

F I L E  N O:

T O :  S a r a  F i s h e r

R e p .  T h e r r i a u l t ' s  O f f i c e

F R O M :  K e r w i n  K r a u s e  ^ l(~

T H R O :  J u l e s  T i l e s

D i r e c t o r T E L E P H O N E  N O . :  7 6 2 - 2 1 4 5

F R O M S U B J E C T :  T i t l e  38

M i n e r a l  P r o p e r t y  M a n a g e r

I n  a r e c e n t  S u p e r i o r  C o u r t  d e c i s i o n  ( C a s e  N o .  1 J U - 8 2 - 2 0 4 8 ) , 

i n v o l v i n g  t h e  A J  r o c k  d u m p  n e a r  J u n e a u ,  t h e  c o u r t  r u l e d  t h a t  a 
w o u l d - b e  l o c a t o r  o f  m i n e r a l s  r e s e r v e d  t o  t h e  s t a t e ,  b u t  s i t u a t e d  in 

o r  o n  l a n d  o w n e d  b y  a n o t h e r ,  is r e q u i r e d  t o  o b t a i n  " c o n s e n t "  a n d  a 

d a m a g e  a g r e e m e n t  o r  b o n d  a s  a c o n d i t i o n  p r e c e d e n t  t o  s t a k i n g  a 

v a l i d  l o c a t i o n .  T h e  d e c i s i o n  h a s  b e e n  a p p e a l e d  t o  S u p r e m e  C o u r t  

( C a s e  No. S - 6 7 3 6 ) , a n d  t h e  S t a t e  i n  t h e  f i l i n g  o f  a A m i c u s  C u r i a e  

b r i e f ,  is r e q u e s t i n g  t h e  S u p r e m e  C o u r t  r e v e r s e  t h e  s u p e r i o r  c o u r t  

o n  t h e  i s s u e  i n  w h i c h  t h e  s u p e r i o r  c o u r t  d e t e r m i n e d  t h a t  " c o n s e n t "  

w a s  r e q u i r e d  f r o m  t h e  s u r f a c e  o w n e r  o f  t h e  A J  r o c k  d u m p  p r i o r  t o  

m i n e r a l  c l a i m a n t  s t a k i n g  a c l a i m .

A S  3 3 . 0 5 . 1 3 0  r e q u i r e s  a n  a g r e e m e n t  f o r  d a m a g e s  o r  a s u r e t y  b o n d  

w i t h  r e s p e c t  t o  t h e  e x e r c i s e  o f  t h e  r e s e r v e d  r i g h t s  u n d e r  A S  

3 8 . 0 5 . 1 2 5 ~ .  A S  3 8 . 0 5 . 1 2 5  i s  s i l e n t  w i t h  r e s p e c t  t o  c l a i m  s t a k i n g .  

T h e  S t a t e  d o e s  n o t  o p p o s e  t h e  s u p e r i o r  c o u r t ' s  d e t e r m i n a t i o n  t h a t  
i t  i s  r e a s o n a b l e  t h a t  a s u r f a c e  o w n e r  h a v e  n o t i c e  o f  e n t r y  a n d  b e  

a s s u r e d  o f  p r o t e c t i o n  f r o m  d a m a g e  d u e  t o  m i n e r a l  e x p l o r a t o r y  
a c t i v i t y  w h i c h  l e a d s  t o  s t a k i n g .  T h e  S t a t e  b e l i e v e s  t h a t  t h e  

s u p e r i o r  c o u r t  e r r e d  i n  i t ' s  r u l i n g  t h a t  a s u r f a c e  o w n e r ' s  

" c o n s e n t "  is r e q u i r e d  u n d e r  A S  3 8 . 0 5 . 1 3 0 .  " C o n s e n t "  i m p l i e s  t h a t  

t h e  s t a t e ,  o r  a w o u l d  b e  l o c a t o r  m u s t  h a v e  t h e  s u r f a c e  o w n e r ' s  

p e r m i s s i o n  t o  e x e r c i s e  t h e  r i g h t s  r e s e r v e d  b y  t h e  s t a t e  i n  A S  

3 8 . 0 5 . 1 2 5 .  T h a t  p e r m i s s i o n  is i m p l i c i t l y  g i v e n  w h e n  t h e  s u r f a c e  is 

c o n v e y e d .  A S  3 8 . 0 5 . 1 3 0  p r o v i d e s  o n l y  f o r  a n  a g r e e m e n t  r e g a r d i n g  

d a m a g e s ,  n o t  c o n s e n t .

T h e  s u p e r i o r  c o u r t ' s  a p p l i c a t i o n  o f  A S  3 8 . 0 5 . 1 3 0  t o  c l a i m  s t a k i n g  

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

a m o n g  c o m p e t i n g  l o c a t o r s ,  w h e t h e r  m i n e r a l  r i g h t s  t o  d e v e l o p  t h e  

s t a t e ' s  m i n e r a l s  w i l l  b e  e x e r c i s e d .  T h e  m i n e r a l  c l a i m a n t  o n  t h e  

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

" u n r e c o v e r e d "  g o l d  r e m a i n i n g  i n  t h e  o l d  t a i l i n g s .  U p o n  l e a r n i n g  

t h a t  t h e  m i n e r a l  c l a i m a n t  w a n t e d  t o  m i n e  t h e  r e m a i n i n g  g o l d  i n  t h e  

r o c k  d u m p ,  t h e  s u r f a c e  o w n e r  s t a k e d  t h e i r  o w n  j u n i o r  c l a i m s  a n d  

b l o c k e d  t h e  s e n i o r  m i n e r a l  c l a i m a n t  f r o m  r e c e i v i n g  t h e  n e c e s s a r y  

m i n e r a l  l e a s e  b y  a s s e r t i n g  c o n f l i c t i n g  m i n e r a l  i n t e r e s t s  a n d  

r e q u e s t e d  t h e  l e a s e  n o t  b e  i s s u e d .  T h e  s u r f a c e  o w n e r  s t o p p e d  

s e n i o r  c l a i m a n t  a s  a  w o u l d - b e  d e v e l o p e r  f r o m  d e v e l o p i n g  t h e  s t a t e ' s  

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

j u n i o r  c l a i m s .



T h e  S u p e r i o r  C o u r t  a g r e e d  w i t h  t h e  s u r f a c e  o w n e r  t h a t  t h e  c l a i m a n t s  

c l a i m s  w e r e  i n v a l i d  b e c a u s e  t h e  c l a i m a n t  d i d  n o t  g e t  " c o n s e n t "  t o  

s t a k e .  R i g h t s  in m i n e r a l s  i n  p r o p e r t y  s u b j e c t  t o  m i n e r a l  l o c a t i o n  

m a y  b e  a c q u i r e d  b y  m a k i n g  a  d i s c o v e r y ,  s t a k i n g  a l o c a t i o n ,  p o s t i n g  

a l o c a t i o n  n o t i c e ,  a n d  r e c o r d i n g  t h e  c e r t i f i c a t e  o f  l o c a t i o n .  T h e  

c l a i m a n t  d i d  a l l  t h i s  a c c o r d i n g  t o  la w .  T h e  S u p e r i o r  C o u r t  

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

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

l o c a t o r  h a s  m a d e  a r r a n g e m e n t s  u n d e r  A S  3 8 . 0 5 . 1 3 0  e v e n  b e f o r e  a 

c l a i m  is s t a k e d .  N o t  a l l  m i n e r a l  e x p l o r a t o r y  a c t i v i t y  is s u b j e c t  

t o  A S  3 8 . 0 5 . 1 3 0 .  T a k e  f o r  e x a m p l e  t h e  h u n d r e d s  o f  r e c e n t  c l a i m s  

s t a k e d  s i n c e  J a n u a r y  1 9 9 5 ,  c o v e r i n g  a n  a r e a  o f  3 0  s q u a r e  m i l e s  

n o r t h  o f  F a i r b a n k s .  T h e s e  s t a k i n g s  w e r e  b a s e d  o n  t h e  r e l e a s e  o f  a 

s t a t e  a e r o m a g n e t i c  s u r v e y .  N o  g r o u n d  d i s t u r b i n g  m i n e r a l  

e x p l o r a t o r y  a c t i v i t i e s  o c c u r r e d .  S o m e  o f  t h e s e  c l a i m s  m a y  u n d e r l a y  

p r i v a t e  o r  F a i r b a n k s  N o r t h  S t a r  B o r o u g h  l a n d .

" C o n s e n t " ,  a s  u s e d  b y  t h e  s u p e r i o r  c o u r t ,  a p p e a r s  t o  m e a n  t h a t  a 

m i n e r a l  c l a i m a n t  m u s t  h a v e  t h e  s u r f a c e  o w n e r ' s  p e r m i s s i o n  t o  

e x e r c i s e  t h e  r i g h t s  u n d e r  A S  3 3 . 0 5 . 1 2 5 .  T h i s  i s  w r o n g ,  a n d  w e  d o  

n o t  t h i n k  t h e  l e g i s l a t u r e  w o u l d  a g r e e  w i t h  t h i s  e i t h e r .  T h e  S t a t e  
h a s  a n  a b s o l u t e  r i g h t  t o  e n t e r  l a n d  o n  w h i c h  i t  h a s  r e s e r v e d  

m i n e r a l s .  C r e a t i n g  a r e q u i r e m e n t  o f  " c o n s e n t "  s i g n i f i c a n t l y  

d i m i n i s h e s  t h e  b u n d l e  o f  r i g h t s  t h a t  t h e  s t a t e  o w n s  i n  i t s  r e s e r v e d  

m i n e r a l  e s t a t e .

T h e  S t a t e  r e s e r v e s  t h e  r i g h t  o f  a c c e s s  a n d  t h e r e f o r e ,  t h e  

l e g i s l a t u r e  n e e d s  t o  m a k e  i t  c l e a r  i n  t h i s  T i t l e  38 a m e n d m e n t  

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

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

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

e x c l u d e  a m i n e r a l  r i g h t s  o w n e r  f r o m  e x e r c i s i n g  r i g h t s  a s s o c i a t e d  

w i t h  t h e  r e s e r v e d  m i n e r a l  e s t a t e  c o m p l i e s  w i t h  t h e  c o m m o n  l a w  

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

r e c o g n i z e d  b y  t h e  S u p r e m e  C o u r t .

I f  t h e  a m b i g u i t y  i n  t h e  l a w  is n o t  f i x e d ,  a n d  t h e  s u p e r i o r  c o u r t  
d e c i s i o n  is n o t  r e v e r s e d ,  t h e  e x e r c i s i n g  o f  t h e  s t a t e ' s  m i n e r a l  

r i g h t s  o n  s p l i t  e s t a t e  l a n d s  is s e v e r e l y  d i m i n i s h e d .



MEMORANDUM State of Alaska
D E P A RTMENT OF N A T U R A L  RESOURCES SUPPORT SEK W.'EI DIVISION

TO: J o h n  S h i v e l y
C o m m i s s i o n e r

D A T E :  F e b r u a r y  15, 1995

F I L E  N O . :  l a n d i n t r

FF
A c t i n g  D i r e c t o

T E L E P H O N E  N O .: 4 6 5 - 2 4 0 6

S U B J E C T :  I n t e r e s t  R a t e
C h a r g e d  U n d e r  
A S  3 8 . 0 5 . 0 6 5

T h e  w o r k i n g  g r o u p  t h a t  w a s  e s t a b l i s h e d  to r e v i e w  t h e  i n t e r e s t  r a t e  
c h a r g e d  u n d e r  A S  3 8 . 0 5 . 0 6 5  h a s  c o m p l e t e d  its w o r k .  T h e  f i n d i n g s  of 
t h e  w o r k  g r o u p  a r e  s u m m a r i z e d  b e l o w .

F I N D I N G S :

T h e  A l a s k a  L a n d s  A c t  p r o v i d e s  f o r  the d i s p o s a l  of S t a t e  l a n d  f or 
p r i v a t e  use. C o m m e r c i a l  b a n k s  a n d  l e n d i n g  i n s t i t u t i o n s  n o r m a l l y  
w i l l  n o t  f i n a n c e  t h e  a c q u i s i t i o n  o f  u n i m p r o v e d  land, e s p e c i a l l y  
in r e m o t e  a r e a s .  T o  r e d u c e  t h e  i n s t a n c e s  o f  s p e c u l a t i o n  a n d  
p r o m o t e  t h e  t r a n s f e r  o f  S t a t e  l a n d  to t h e  b r o a d e s t  s p e c t r u m  of 
the A l a s k a n  p o p u l a t i o n ,  A S  3 8 . 0 5 . 0 6 5  w a s  p a s s e d  b y  t he 
l e g i s l a t u r e  to a l l o w  t h e  p u r c h a s e  of l a n d  o n  a n  i n s t a l l m e n t  
b a s i s .  T h e  c o n t r a c t  o b l i g o r s  a r e  n o t  s u b j e c t  to a c r e d i t  c h e c k .  
A  f i v e  p e r c e n t  d o w n  p a y m e n t  is t h e  o n l y  r e q u i r e m e n t .  T i t l e  to 
the l a n d  is n o t  c o n v e y e d  u n t i l  t h e  i n s t a l l m e n t  c o n t r a c t  is 
c o m p l e t e l y  pa i d .

2 . H i s t o r y  of I n t e r e s t  R a t e  C h a r g e d

In 1979, t h e  s t a t u t e  (AS 3 8 . 0 5 . 0 6 5 )  w a s  c h a n g e d  to e s t a b l i s h  h o w  
the i n t e r e s t  r a t e  o n  l a n d  s a l e  c o n t r a c t s  s h o u l d  b e  d e t e r m i n e d .  
T h e  s t a t u t e  a l l o w s  f o r  i n s t a l l m e n t  p a y m e n t s  o v e r  a p e r i o d  o f  20 
y e a r s ,  w i t h  i n t e r e s t  at 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 t g a g e  l o a n s  m a d e  b y  t h e  f e d e r a l  l a n d  b a n k  f o r  t h e  f a r m  c r e d i t  
d i s t r i c t  f o r  A l a s k a  a t  t h e  t i m e  t he c o n t r a c t  is s i g n e d .

T h e  f e d e r a l  l a n d  b a n k  w a s  s u p e r s e d e d  b y  t h e  F a r m  C r e d i t  S e r v i c e  
(FCS) i n  t h e  1 9 8 0 ' s .  F r o m  1 9 7 9  to 1987, o n l y  o n e  r a t e  w a s  
f u r n i s h e d  e a c h  m o n t h  to D i v i s i o n  cf L a n d  (DOL) b y  e i t h e r  t he 
f e d e r a l  l a n d  b a n k  o r  FCS. I n  1987, F C S  p r o v i d e d  D O L  t h r e e  
v a r i a b l e  i n t e r e s t  r a t e s  c l a s s i f i e d  as T i e r  I, II, o r  III. T h e  
r a t e s  v a r i e d  f r o m  9 . 7 5 %  f o r  T i e r  I to 1 2 . 2 5 %  f o r  T i e r  III. F C S  
u s e d  t h e  T i e r  I r a t e  f o r  t he m o s t  c r e d i t  w o r t h y  a p p l i c a n t s .  D O L  
c h o s e  to u s e  t h e  T i e r  I I I  r a t e  s i n c e  c r e d i t  i n f o r m a t i o n  w a s  n o t  
r e q u i r e d  f r o m  t h e  c o n t r a c t  a p p l i c a n t .

In 1988, F C S  r e p l a c e d  t h e  t h r e e  v a r i a b l e  r a t e  t i e r  s y s t e m .  T h e  
n e w  s y s t e m  for a g r i c u l t u r e  l o a n s  i n c l u d e d  f o u r  v a r i a b l e  i n t e r e s t  
r a t e s  f o r  e a c h  o f  e i g h t  d i f f e r e n t  t e r m s  (o n e  to t h i r t y  y e a r s ) . 
E a c h  o f  t h e  32 r a t e s  w a s  s u b j e c t  to a r a t e  c o d e  a d j u s t m e n t  f o r  
c r e d i t  w o r t h i n e s s .  A  c r e d i t  o f  .61% w a s  a l l o w e d  f o r  a  5% b u y  
d o w n  o f  t h e  p r i n c i p a l  ( d o w n  p a y m e n t ) .  O n  N o v e m b e r  28, 1988, D O L  
D i r e c t o r ' s  P o l i c y  8 9 - 0 6 ,  e s t a b l i s h e d  r a t e  c o d e  6 a s  t h e  r a t e  th a t

1. G e n e r a l  I n f o r m a t i o n
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D O L  w o u l d  u s e  as t h e  a d j u s t m e n t  for t h e  f i n a n c i a l  c o n d i t i o n  of 
t he a v e r a g e  A l a s k a n  b o r r o w e r .  R a t e  c o d e  6 i n c r e a s e d  t h e  b a s e  

r a t e  b y  1%.

FCS a g a i n  c h a n g e d  t h e i r  r a t e  m e t h o d o l o g y  in S e p t e m b e r  1989. T h e y  
e s t a b l i s h e d  o n e  b a s e  r a t e  for t h e  e i g h t  d i f f e r e n t  t e r m s .  A  
v a r i a b l e  ra t e  w a s  u s e d  for s h o r t e r  d u r a t i o n  l o a n s  (one o r  five 
y e a r s ) . For l o n g  t e r m  l o a n s  (ten to t h i r t y  y e a r s )  t h e  o n e  r a t e  
t hat w a s  q u o t e d  w a s  a f i x e d  i n t e r e s t  r a t e  m o r t g a g e .  F C S  
c o n t i n u e d  to u s e  t h e  s i x  r a t e  c o d e s  f or c r e d i t  w o r t h i n e s s .  
A l t h o u g h  the y  o f f e r e d  f i x e d  r a t e  a n d  v a r i a b l e  r a t e  l oans, m o s t  
l o a n s  i s s u e d  w e r e  v a r i a b l e  r a t e  loans. A n  a t t o r n e y  f o r  FCS, in 
J u l y  1989, d e t e r m i n e d  t h a t  a n  e q u i t a b l e  f i x e d  r a t e  m o r t g a g e  l o a n  
r a c e  w o u l d  b e  1 . 7 5 %  m o r e  t h a n  t h e  v a r i a b l e  r a t e  u s e d  b y  FCS. 
T h e r e f o r e ,  f r o m  S e p t e m b e r  198 9  t h r o u g h  D e c e m b e r  1994, D O L  u s e d  
t he b a s e  r a c e  p r o v i d e d  b y  F C S  for a 2 0 - y e a r  m o r t g a g e  a n d  a d j u s t e d  
this i n t e r e s t  r a c e  u p w a r d s  1 . 7 5 %  for t he v a r i a b l e  to f i x e d  r a t e  
a d j u s t m e n t ,  a n d  i n c r e a s e d  it an a d d i t i o n a l  1 . 0 0 %  f o r  t h e  r a t e  
c o d e  6 a d j u s t m e n t .  T h i s  2 . 7 5 %  i n c r e a s e  w a s  t h e n  r e d u c e d  b y  .61% 
b e c a u s e  l a n d  s a l e  c o n t r a c t  o b l i g o r s  w e r e  r e q u i r e d  to m a k e  a 5% 
d o w n  p a y m e n t .

In A p r i l  1991, F C S  a g a i n  c h a n g e d  t h e i r  r a t i n g  s y s t e m  f or c r e d i t  
w o r t h i n e s s  f r o m  s i x  r a t e  c o d e s  to f i v e  a l p h a  r a t i n g s  (AAA, AA, A, 
B, C) f or b o t h  f i x e d  a n d  v a r i a b l e  r a t e  m o r t g a g e s .  T h e y  c o n t i n u e d  
to o f f e r  the e i g h t  d i f f e r e n t  terms. A  l o a n  w i t h  a r a t i n g  o f  A A A  
w a s  r e s e r v e d  for t h e  m o s t  c r e d i t  w o r t h y  a p p l i c a n t s .  A t  thi s  
time, F C S  s t o p p e d  g r a n t i n g  a c r e d i t  for a d o w n  p a y m e n t  a m o u n t .  
S i n c e  t h e  FCS is n o t  a p u b l i c  l e n d i n g  i n s t i t u t i o n ,  it c a n  
e s t a b l i s h  its o w n  r a t e s  t h a t  f a v o r  p a r t i c u l a r  m a r k e t s  a n d  
c u s t o m e r s .  It can, a n d  does, d i s c r i m i n a t e  a g a i n s t  l e s s  c r e d i t  
w o r t h y  b o r r o w e r s .

3 . P r e v a i l i n g  R a t e

T h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  a d v i s e d  t h e  w o r k  g r o u p  t h a t  t h e r e  
is m o r e  t h a n  o n e  p o s s i b l e  i n t e r p r e t a t i o n  o f  t h e  " p r e v a i l i n g  rate" 
u n d e r  A S  3 8 . 0 5 . 0 6 5 .  U n d e r  o n e  i n t e r p r e t a t i o n ,  t h e  p r e v a i l i n g  
r a t e  c o u l d  b e  c h a r a c t e r i z e d  as t h e  r a t e  u s e d  " m o s t  f r e q u e n t l y "  by 
FCS f o r  r e a l  e s t a t e  m o r t g a g e s .  U n d e r  t h i s  i n t e r p r e t a t i o n ,  t he 
r a t e  n u m e r i c a l l y  u s e d  m o s t  o f t e n  w o u l d  b e c o m e  t h e  " p r e v a i l i n g  
r a t e . "  T h i s  i n t e r p r e t a t i o n  c o u l d  r e s u l t  i n  w i d e l y  f l u c t u a t i n g  
r a t e s  o n  D N R  l a n d  s a l e  c o n t r a c t s .  R a t e s  w o u l d  f l u c t u a t e  n o t  o n l y  
as m a r k e t  c o n d i t i o n s  c h a n g e d ,  b u t  a l s o  as t h e  " p r e v a i l i n g "  m i x  of 
m o r t g a g e s  m a d e  b y  F C S  c h a n g e d .  T h e  s h o r t e r  t h e  p e r i o d  (daily, 
w e e k l y ,  m o n t h l y )  used, t h e  m o r e  D N R ' s  r a t e  w o u l d  f l u c t u a t e .

U n d e r  a s e c o n d  i n t e r p r e t a t i o n ,  t h e  p r e v a i l i n g  r a t e  c o u l d  b e  
c h a r a c t e r i z e d  as t h e  r a t e  F C S  w o u l d  " g e n e r a l l y "  u s e  if t h e  l a n d  
s a l e  c o n t r a c t  w a s  a m o r t g a g e  loan. T h e  F C S  u s e s  m a n y  d i f f e r e n t  
r a t e s  b a s e d  u p o n  t h e  t e r m s  o f  t h e  l o a n  a n d  f i n a n c i a l  c o n d i t i o n  of 
t he b o r r o w e r s .  T h e r e f o r e ,  F C S  c a n n o t  f a i r l y  b e  c h a r a c t e r i z e d  as 
h a v i n g  "one" p r e v a i l i n g  i n t e r e s t  r a t e  for r e a l  e s t a t e  m o r t g a g e s .  
For J a n u a r y  1995, t he " p r e v a i l i n g "  rate, in t e r m s  of " g e n e r a l l y
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c u r r e n c , w i d e s p r e a d ,  or p r e v a l e n t "  is a r a n g e  cf rates, f r o m  
1 4 . 7 %  to 1 1 . 0 %  for t w e n t v - y e a r  f i x e d  r a t a  m o r t g a g e s  a n d  a b r o a d e r  
r a n g e  for o c h e r  t y p e s  of m o r t g a g e s .  T h e  w o r k  g r o u p  b e l i e v e s  that 
t h i s  i n t e r p r e t a t i o n  is b e s t  b e c a u s e  t he i n t e r e s t  r a t e  w i l l  m o r e  
a c c u r a t e l y  r e f l e c t  t he t y p e  of c r e d i t  D N R  e x t e n d s  a n d  D N R ' s  
i n t e r e s t  r a t e  w o u l d  n oc f l u c t u a t e  m e r e l y  b e c a u s e  FCS m a k e s  
d i f f e r e n t  t y p e s  o f  m o r t g a g e s .

T h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  c o n s i d e r s  b o t h  i n t e r p r e t a t i o n s  of 
t h e  " p r e v a i l i n g  race" u n d e r  A S  3 3 . 0 5 . 0 6 5  a r e  d e f e n s i b l e ,  as 
n e i t h e r  is c l e a r l y  c o r r e c t  n o r  c l e a r l y  i n c o r r e c t .

4 . I n t e r e s t  R a c e  M e c h o d o l o c v

3 e c a u s e  t h e  b a s e  m e t h o d o l o g y  f or d e t e r m i n i n g  the i n t e r e s t  r a t e  
has c h a n g e d  s i n c e  t he s c a t u c e  w a s  o r i g i n a l l y  p a s s e d  in 19 7 9  a n d  
is n o w  s u b j e c t  to d i f f e r e n t  i n t e r p r e t a t i o n s ,  t he A t t o r n e y  
G e n e r a l ' s  O f f i c e  has a d v i s e d  t h e  w o r k  g r o u p  c h a c  c he m e c h o a  u s e d  
to d e t e r m i n e  c h e  i.nceresc r a c e  c h a r g e d  o n  L a n d  s a l e  c o n c r a c c s  
s h o u l d  e i t h e r  b e  f o r m a l i z e d  in a r e g u l a t i o n  o r  e n a c t e d  in 
l e g i s l a t i o n .  T h e  w o r k  g r o u p  is c o n c e r n e d  that, for s e v e r a l  
r e a s o n s ,  a d o p c i n g  r e g u l a t i o n s  u s i n g  the i n t e r e s t  r a t e s  p r o v i d e d  
b y  FCS m a y  n o c  b e  in c h e  b e s t  i n t e r e s t  o f  the l a n d  s a l e  c o n t r a c t  
o b l i g o r s  o r  c h e  S t a c e .  F i r s t ,  the c o n t r a c t  o b l i g o r s  c a n n o c  
i n d e p e n d e n t l y  v e r i f y  t h e  i n t e r e s t  rates. S e c ond, t he r a t e s  a r e  
n o c  d e c i d e d  b y  m a r k e t  f o r c e s ;  t h e y  f l u c t u a t e  b a s e d  o n  i n t e r n a l  
m a n a g e m e n t  d e c i s i o n s  of FCS. T h i r d ,  t h e r e  has b e e n  a l a c k  of 
c o n s i s t e n c y  in h o w  F CS h a s  p r e s e n t e d  i n t e r e s t  r a t e s  to DNR. In 
c h e  p a s t  e i g h t  y e a r s ,  t h e  m e t h o d  of p r e s e n t i n g  r a t e s  b y  F C S  has 
c h a n g e d  f o u r  t i m e s .  E a c h  c h a n g e  i n t r o d u c e d  n e w  f a c t o r s  f r o m  the 
p r e v i o u s  m e t h o d .  T h e r e f o r e ,  F C S ' s  m e c h o d o l o g y  to d e t e r m i n e  t h e  
r a c e s  w a s  n o c  c o n s i s t e n t ,  c a u s i n g  D N R  to m a k e  m u l t i p l e  
a d j u s t m e n t s .

A n  a l t e r n a t i v e  to w r i t i n g  a r e g u l a t i o n  w o u l d  be to c h a n g e  A S  
3 8 . 0 5 . 0 6 5 .  T h e  s t a t u t e  c o u l d  b e  a m e n d e d  to c h a r g e  a r a t e  c h a t  is 
r e g u l a r l y  r e p o r t e d  in f i n a n c i a l  p u b l i c a t i o n s  lik e  t h e  W a l l  S t r e e t  
J o u r n a l . T h i s  r a c e  c o u l d  b e  b a s e d  on t h e  p r i m e  rate, a 
u n i v e r s a l l y  a c c e p t e d  ra c e .  T h e  p r i m e  r a t e  is c h e  r a c e  c h a c  b a n k s  
c h a r g e  t h e i r  m o s t  c r e d i t  w o r t h y  c o r p o r a t e  b o r r o w e r s .  S i n c e  l a n d  
s a l e  c o n t r a c t s  a r e  i n t e n d e d  f o r  i n d i v i d u a l s  a n d  noc for t h e  m o s t  
c r e d i t  w o r t h y  c o r p o r a t i o n s ,  a n d  s i n c e  n o  c r e d i t  i n f o r m a t i o n  is 
r e q u i r e d ,  a n  i n c e r e s t  r a c e  h i g h e r  c h a n  t h e  p r i m e  r a t e  s h o u l d  b e  
c h a r g e d .  A n  u p p e r  l i m i t  c o u l d  b e  p l a c e d  c n  t h i s  rate. T h e  
c u r r e n t  p r i m e  r a c e  is 9 . 0 %  a n d  t h e  c u r r e n c  i n c e r e s t  r a c e  f o r  l a n d  
s a l e  c o n c r a c c s  is 13.14%.

U n t i l  a r e g u l a t i o n  is a p p r o v e d  o r  the s t a t u t e  is a m e n d e d ,  a n  
i n t e r n a l  m a n a g e m e n t  d e c i s i o n  s h o u l d  b e  m a d e  to a d d r e s s  h o w  c h e  
i n t e r e s t  r a c e  is c a l c u l a t e d  b y  DNR. T h e  r a c e  u s e d  in t h i s  
i n t e r n a l  m a n a g e m e n t  d e c i s i o n  s h o u l d  b e  o n e  of t h e  f i v e  r a t e s  
(AAA, AA, A, B, C) u s e d  b y  F C S  for t w e n t y - y e a r ,  f i x e d - r a c e  r e a l  
e s t a t e  m o r c g a g e s .  T h e  r e a s o n s  for c h o o s i n g  t he "A" r a t e  i n c l u d e :
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a. T h e  "A" r a c e  is c h e  m i d p o i n c  r a c e .  If o n e  s t a n d a r d  
r a c e  is c h o s e n ,  t h e n  c o n c r a c t  o b l i g o r s  at b o t h  e n d s  of 
t h e  c r e d i t  w o r t h i n e s s  s p e c t r u m  m a y  p a y  m o r e  o r  les s  
i n t e r e s t  c h a n  t h e y  s h o u l d ;  h o w e v e r ,  u s i n g  a m i d - r a n g e  
w i l l  l e s s e n  t he f i n a n c i a l  i m p a c t  to c h e  a v e r a g e  
c o n c r a c t  o b l i g o r .

b. T h e  r a t i n g  m e t h o d o l o g y  u s e d  b y  F C S  to d e t e r m i n e  t h e  
c r e d i t  w o r t h i n e s s  o f  a n  a o p l i c a n c  is p r o p r i e t a r y  
i n f o r m a t i o n  a n d  is n o c  k n o w n  b y  DNR. T h e r e f o r e ,  e v e n  
if DNR w o u l d  o o c a i n  c r e d i c  i n f o r m a t i o n  f r o m  t h e  
c o n t r a c t  o b l i g o r ,  it w o u l d  b e  i m p o s s i b l e  f or DNR to 
m a t c h  t h e  c r e d i t  w o r t h i n e s s  of a l a n d  s a l e  c o n t r a c t  
o b l i g o r  tc a n y  o n e  of t h e  f i v e  r a t e s  p r o v i d e d  b y  FCS.

c. D N R  d o e s  n o t  r e q u i r e  c r e d i t  i n f o r m a t i o n  f r o m  t h e  
c o n c r a c t  o b l i g o r s .  T h e r e f o r e ,  D N R  d o e s  noc h a v e  c h e  
i n f o r m a t i o n  to d e c i d e  w h a t  c r e d i c  w o r t h i n e s s  r a c e  to 
a p p l y  to e a c h  l a n d  s a l e  c o n c r a c t .  .Absent a s p e c i f i c  
r a t e  to c h a r g e ,  a m i d p o i n t  r a c e  is t h e  l o g i c a l  o n e  to 
u s e .

a. T h e  A A A  r a c e  is r e s e r v e d  f or c h e  m o s t  c r e d i t  w o r t h y
c o n c r a c t  o b l i g o r .  N o r m a l l y ,  a b o r r o w e r  w h o  h a s  
r e c e i v e d  t h e  h i g h e s c  c r e d i t  w o r t h i n e s s  r a t i n g  f r o m  a 
f i n a n c i a l  i n s t i t u t i o n  w i l l  n o c  d e f a u l t  on l o a n  
p a y m e n t s  or h a v e  c h e  l o a n  t e r m i n a t e d  b e c a u s e  o f  l a c k  
o f  p a y m e n c .  T h e  a v e r a g e  n e w  D N R  l a n d  s a l e  c o n t r a c t  
o b l i g o r  d o e s  not m e e t  t h e s e  h i g h  c r e d i t  w o r t h y  
c r i t e r i a .  D u r i n g  1994, D N R  i s s u e d  1 , 1 2 6  d e f a u l t  
n o t i c e s  o n  a p p r o x i m a t e l y  3 , 7 0 0  l a n d  s a l e  c o n t r a c t s .
T h e  d e f a u l t  n o c i c e  is c h e  f i r s t  a c t i o n  in t h e  
f o r e c l o s u r e  p r o c e s s .  M o s t  of t h e s e  d e f a u l t s  w e r e  
c u r e d  b e f o r e  D N R  t o o k  f i n a l  a c t i o n  to f o r e c l o s e  o n  the 
c o n t r a c t s .  H o w e v e r ,  s i n c e  1 9 8 7  a p p r o x i m a t e l y  1 , 0 0 0  
c o n t r a c t s  w e r e  r e l i n q u i s h e d ,  t e r m i n a t e d ,  o r  f o r e c l o s e d  
on. T h e r e f o r e ,  u s i n g  t h e  m i d p o i n c  A  r a t e  w o u l d  
r e c o g n i z e  t h e  i m p l i e d  f i n a n c i a l  c o n d i t i o n  o f  t h e  
a v e r a g e  D N R  l a n d  s a l e  c o n t r a c t  o b l i g o r .

C O N C L U S I O N :

1. T h e  c u r r e n t  i n c e r e s c  r a c e  c h a r g e d  b y  D N R  o n  l a n d  s a l e  
c o n t r a c t s  is an a c c e p t a b l e  rate, h’c w e v e r ,  an i n c e r n a l  
m a n a g e m e n t  d e c i s i o n  s h o u l d  b e  m a d e  o n  h o w  th i s  r a t e  is 
c a l c u l a t e d  in t h e  f u t u r e .  O u r  s u g g e s t i o n  for t h i s  r a c e  is 
c h a t  ic b e  t h e  "_A" r a t e  p r o v i d e d  by F C S  for 2 0 - y e a r ,  f i x e d -  
r a t e  r e a l  e s t a t e  m o r t g a g e s .  I m p a c t :  T h e  n ec i m p a c t  of
f o l l o w i n g  t h e  "A" r a c i n g  is a d r o p  in c h e  i n c e r e s t  r a t e  o f  
r o u g h l y  .5 p e r c e n t  c h a r g e d  u n d e r  A S  3 8 . 0 5 . 0 6 5 .



J o h n  S h i v e l y
P ac e  -5-

F e b r u a r y  15, 1995

D N R  s h o u l d  s u b m i t  a c h a n g e  to A S  2 3 . 0 5 . 0 6 5  chac w i l l  r e v i s e  
c h e  m c e r e s c  r a c e  c h a r g e d  o n  l a n d  s a l e  c o n c r a c c s .

E l i m i n a t e :  ”. . . p r e v a i l i n g  r a c e  f o r  r e a l  e s c a c e  m o r c g a g e  
l e a n s  m a d e  by che f e d e r a l  l a n d  b a n k  f o r  t h e  r a r m  c r e d i c  

d i s c n c c  for A l a s k a  . . . ”

Ad d :  ”... p r i m e  r a c e  as r e p o r t e d  in c h e  W a l l  S t r e e t  J o u r n a l  
o n  c h e  f i r s c  b u s i n e s s  d a y  of e a c h  m o n c h ,  p l u s  4%, w i t h  che 
c o c a l  r a c e  n o c  co e x c e e d  1 3 . 5 %  . . . "

W h i l e  c h e  s c a c u c o r y  c h a n g e  is p r e f e r r e d ,  D O L  s h o u l d  a d o p t  a 
r e g u l a c i o n  o n  h e w  c h e  m c e r e s c  r a c e  s h o u l d  be d e t e r m i n e d .
T h e  s t a r t i n g  p o m e  for this p r o c e s s  s h o u l d  be as o u c l i n e d  in 
1 a b o v e .  If l e g i s l a t i o n  is p a s s e d ,  c h e  r e g u l a c i o n  a d o p c i c n  
o r o c e s s  s h o u l d  be d r o p p e d .

D E T E R M I N A T I O N

I c o n c u r  w i c h  che c o n c l u s i o n s  s e a t e d  in th i s  m e m o  a n d  
i n s t r u c t  c h e  D i r e c t o r ,  D i v i s i o n  of L a n d  Co i m p l e m e n t

PjL<_» , .y > —
I d o  n oc c o n c u r  w i c h  c h e  c o n c l u s i o n s  in C h i s  m e m o

J o h n  S h i v e l y  
' C o m m i s s i o n e r

(Dace)
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lo t t s c  O f l ie  present a lil ies

M E M O R A N D U M

TO: Representative Mark Hanley, Co-Chair
House Finance Committee

FROM: Representative Gene Therriaulb'V /^/^

DATE: April 20, 1995

SUBJECT: Scheduling of HB 191

I respectfully request House Bill 191, "An Act relating to the management and disposal 
of state land and resources" be scheduled for a hearing in the House Finance 
Committee.

VIia Resources committee recommended a committee substitute for HB 191 which 
expands the bill to address some concerns that were brought up by members of the 
Resources committee and members of the DNR budget subcommittee. The significant 
changes include revising the “remote cabin permit program" to a program that would 
allow for either the sale or lease of land for a remote cabin site. The permit program 
was never put into action because of the associated administrative costs with a 
minimal return to the state. The Resources committee substitute also includes a 
section clarifying that the sale of state land does not obligate the state to provide 
additional services.

The following information is attached:

1. CS HB 191 (RES)
2. Sectional analysis
3. F&G fiscal note
4. F&G Position paper
5. DNR fiscal note
6. Sponsor statement

I appreciate your consideration of my request.

Attachments (6)



Sectional Analysis of CSSSHB 191 
(9-LS0766XK 4/10/95)

Secs. 1-32, 35-36, and 38-54 affect the Division of Land. Secs. 30 and 32-37 affect 
the Division of Mining and Water Management. Sec. 31 affects the Division of Oil 
and Gas. Sec. 51 affects the Division of Parks and Outdoor Recreation.

Sec. 1 would clarify that the department’s consideration of timber, firewood, and 
water supplies before offering land for disposal does not imply that any person has 
exclusive use of those resources or constitute a limitation on future state 
disposals. (AS 38.04.010(b).)

Secs. 2-10 are basic housekeeping:

• Secs. 2 and 3 would merge the old "land disposal bank" into the existing 
state land disposal program. Under laws passed in the last decade, 
regional land use plans are used to identify land that will be offered for 
private ownership. More than 2,000,000 acres have been classified 
through this process, making the land bank obsolete. Related re ft.. nces 
to the land disposal bank are repealed in Sec. 50. (AS 38.04.020(a)-(b), 
plus repealers of (c), (f), (j), and (k).)

• Sec. 4 would rewrite AS 38.04.020(d) to retain its substance-a biennial 
report to the legislature on the current inventory of state land available 
for disposal-without requiring a separate "land disposal bank." For 
efficiency, the report would be tailored to the way that inventory is 
catalogued: by its classification. Land suitable for most commercial, 
industrial, residential, and private recreational use is grouped together in 
the "settlement" classification, but is separate from the "agricultural" and 
"grazing" classifications. (AS 38.04.020(d).)

• Sec. 5 would put the state land disposal program on the same footing as 
other natural resource sale programs: whether to submit a budget 
request each year would be discretionary, not mandatory. But each 
budget proposal would be complete. It would request the full funding 
needed to get the land disposal projects ready for sale, including any 
access roads or other capita.) improvements that might be required. (AS 
38.04.020(e).)

• Sec. 6 would make technical corrections, dropping an out-of-order 
classification reference (land must already be planned and classified for 
disposal before it is surveyed and platted), an erroneous reference to a 
homestead "lease," and a reference to homestead staking that would be 
made obsolete by Secs. 44-45 of this bill. (AS 38.04.020(g).)

1



• Sec. 7 would make clear that the five-acre limit on subdivision lots 
applies to land sold for residential and recreational uses, not agricultural 
parcels, commercial parcels, etc. This clarification is needed because 
under current law, any division of a tract for purposes of sale constitutes 
a subdivision. The amendment would also allow larger lots if that would 
be a better marketing decision for the state. (AS 38.04.020(h).)

• Sec. 8 would update a list of state land disposal programs by adding the 
homestead law and the remote cabin site lease/sale program, amended by 
Secs. 22-24 of the bill. (AS 38.04.020(i).)

• Sec. 9 would correct a missing item in the budget appropriation process, 
clarifying that the commissioner’s disposal funding request must go to 
the governor first, not be sent straight to the legislature. (AS 
38.04.021(a).)

• Sec. 10 would delete a cross-reference to an annual land demand study, 
repealed by this bill. (AS 38.04.021(b).)

Sec. 11 would let the Department of Natural Resources create new land disposal 
programs by regulation, so long as they provide for competition and produce at 
least fair market value for the land. (AS 38.04.030.)

Sec. 12 clarifies the legislature’s policy that sales of public land to private 
individuals should be at fair market value unless specifically exempted, and 
changes a reference to cabin sites in remote areas to conform to Secs. 22-24 of the 
bill. (AS 38.04.035.)

Sec. 13 deletes language exempting random-staked homesteads and remote parcels 
from cadastral survey requirements. The remote parcel program was repealed in 
1983, effective 1984, and the homestead program was changed in 1988 to preclude 
random staking. (Remote cabin site leases, as amended by Secs. 22-24 of this 
section, would be exempt from this statute because they are short-term leases.)
(AS 38.04.045(b).)

Secs. 14-16 and 44 respond to a Superior Court decision that it is unconstitutional 
to make state land purchasers appear in person at a state land sale.

• Sec. 14 would make it discretionary where to hold land auctions and 
lotteries. (AS 38.05.050.)

• Sec. 15 would delete the personal-appearance requirement for land 
auctions, allowing bidders to be represented by an agent. (AS 38.05.055.)

2
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• Sec. 16, and a related repealer in Sec. 50, would delete the requirement 
that purchasers appear in person at land lotteries and pay the down 
payment on the spot. Instead, they would have 30 days to make the 
payment. It also drops language about consulting with the local assessor 
to determine land values, which is unnecessary because AS 38.05.840 
requires a formal appraisal before the land can be offered for sale. (AS 
38.05.057(a), plus repeal of (g).)

• Sec. 44 deletes the authority to make applicants appear in person at a 
homestead lottery. (AS 38.09.010(g).)

Secs. 17-19 would change how interest rates are computed for state land sale 
contracts.

• Secs. 17-18 would repeal the current system that relies on the old Federal 
Land Bank’s "prevailing" rate. (The Federal Land Bank’s successor now 
uses many different rate systems with multiple variables, rather than a 
single prevailing rate.) It would also change the point at which the rate 
is determined, solving the problem of the rate changing after the contract 
is mailed out for signature but before both parties have signed. (State 
land sale contracts are not signed in a face-to-face closing ceremony.)
Sec. 17 would also let contracts for auction parcels be issued for less than 
20 years, as already allowed for lottery parcels. (AS 38.05.065(a)-(b).)

• Sec. 19 would replace the old Federal Land Bank interest rate with a 
new system for state land sale contracts. Interest would be based on the 
prime rate, the widely quoted market rate used for a bank’s most credit­
worthy corporate loan customers. A four percent add-on would adjust for 
the unique circumstances of state land sale contracts, which do not 
involve any credit check. The total would be capped at 13.5 percent. The 
rate would be computed monthly and would apply to all contracts 
prepared that month. (AS 38.05.065(i).)

Sec. 20 would allow agricultural land to be sold at true market value by making it 
discretionary whether to grant a preference right to adjacent agricultural 
landowners. A mandatory preference right tends to depress competition or 
eliminate it altogether, while unaffected parcels are bid up beyond their appraised 
value. (AS 38.05.069(a).)

Sec. 21 updates the agricultural preference right law (see Sec. 21) by defining the 
term "adjacent," instead of "approximate vicinity." The latter was removed from 
the body of the law in 1984. (AS 38.05.069(e)(2).)
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Secs. 22-24 would change the remote cabin permit program (a system of 25-year 
leases with $100-per-year rental) into a remote cabin site lease/sale program for 
land disposals in remote, lightly populated areas. At any time during a total term 
of ten years, the lessee could purchase the site after getting it appraised and 
surveyed, just as in the former ”open-to-entry" and "remote parcel" program 
(repealed in 1979 and 1993 respectively). (AS 38.05.079(a)-(c), plus a repealer of 
(d) in Sec. 50.)

Secs. 25-28 and 40, along with certain repealers in Sec. 50, would simplify the 
process of leasing "shore fishery" (set-net) sites and aquatic farmsites (shellfish 
and sea vegetable farms). They would repeal requirements that increase 
administrative costs or keep the state from obtaining a fair return for the use of 
tidelands and submerged lands.

• Sec. 25 would eliminate a unique leasing process for set-net sites, 
allowing standard state leasing laws to apply. Negotiated leases could be 
used up to the standard rental ceiling of $5,000. Higher-value or 
contested leases could be awarded at auction, rather than making the 
director decide who is the "most qualified" applicant. (AS 38.05.082(b).)

• Sec. 26 would eliminate special provisions that prevent the state from 
obtaining fair market value rental for shore fishery leases. (AS 
38.05.082(c).)

• Sec. 27 would amend AS 38.05.082(d), which currently lets the director 
offer existing lessees a preference right to a renewal lease when it is in 
the state’s best interests. The new language would give existing shore 
fishery lessees (as of the effective date of the section) the right to a 
renewal lease.

• Sec. 28 would rewrite the aquatic farmsite law to let standard state 
leasing laws be used. Sites could be offered directly at auction or by 
negotiated lease, rather than first being developed under a three-year 
permit process. As with other types of land disposals and leases, public 
hearings on the leasing decision would be held as needed, but would not 
be mandatory. (AS 38.05.083, plus repealers of AS 38.05.855, AS 
38.05.856, AS 38.05.946(b).)

• Sec. 40 would delete references in the public notice law to special aquatic 
farmsite permit procedures repealed by Sec. 40 of the bill: mandatory 
public hearings and preliminary findings before issuing permits. (AS 
38.05.945(a)(5)-(6).)
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Sec . 2 9  w o u ld  m od e rn iz e  re q u ire m e n ts  to re s to re  su r fa c e  le a s e  s ite s  a f t e r  le a se  
t e rm in a t io n , p ro te c t in g  th e  s ta te  a g a in s t  l i a b i l i t y  a n d  h ig h  c le a n u p  costs . B ec au se  
o th e r  p ro v is io n s  o f  A S  3 8  a p p ly  th is  le a s in g  s ta tu te  to  te rm in a te d  h om e s ite s , 
h om e s te ad s , rem o te  cab in s , e tc ., sp ec ia l m e a su re s  o f  th e  e x is t in g  A S  3 8 .0 5 .0 9 0  
w ou ld  be re ta in e d  to c om pen sa te  in d iv id u a ls  fo r  a u th o r iz e d  p r iv a te  r e s id e n t ia l 
im p ro v e m en ts  t h a t  a re  n o t rem oved  f r o m  th e  s ite  a n d  a re  w o r th  m o re  th a n  
$ 1 0 ,0 0 0  n e t  v a lu e . (A S  3 8 .0 5 .0 9 0 . )

Sec . 3 0  w o u ld  am en d  a  s ta tu te  th a t  re q u ire s  m in e ra l d e v e lo p e rs  to m a k e  
a r ra n g e m e n ts  w ith  the  s u r fa c e  ow n e r, b e fo re  e n te r in g  on to  th e  la n d , to  p a y  fo r  
a n y  s u r fa c e  d am ag e s  th a t  m ig h t re s u lt .  T h e  e x c ep tio n  w ou ld  a llo w  e n t ry  to  s ta k e  
th e  c om e rs  o f  a  m in in g  c la im , le a s e h o ld  lo c a t io n , o r  p ro sp e c tin g  s ite  lo c a t io n , a n  
a c t iv ity  t h a t  h a s  l i t t le  o r  no  p o te n t ia l to  c au se  a n y  s u r fa c e  d am ag e . (A S  
3 8 .0 5 .1 3 0 . )

Sec . 3 1  is  a  te c h n ic a l am e n d m en t n a r ro w in g  a  re fe re n c e  to  th e  "A d m in is t ra t io n "  
a r t ic le  o f  A S  3 8 .0 5 , w hose la s t  sec tion  (a  b o n d in g  re q u ire m e n t  fo r  th e  d i re c to r  o f  
th e  s t a tu t o ry  A la s k a  D iv is io n  o f  L a n d s ) w o u ld  be re p e a le d  b y  Sec . 5 0  o f  th is  b i l l .  
(A S  3 8 .0 5 .1 3 1 (a ) . )

S ec . 3 2  w ou ld  e lim in a te  o v e r ly  b ro a d  la n g u a g e  t h a t  t h e o re t ic a l ly  a llo w s  th e  
d e p a r tm e n t  to  c lo se  s ta te  la n d  to  "m in in g ,"  n o t  ju s t  to  "m in e ra l lo c a t io n "  (th e  ac t 
o f  s ta k in g  n ew  m in in g  lo c a t io n s ) . A  v a l id  m in in g  c la im  in c lu d e s  th e  "e x c lu s iv e  
r ig h t  o f  . . .e x t ra c t io n ,"  i.e . m in in g  r ig h ts . T h e  d e p a r tm e n t  c o u ld  n o t  c lo se  o f f  
a lre a d y -a c q u ire d  m in in g  r ig h ts  w ith o u t  e ffe c t in g  a  " ta k in g "  o f  v a l id  e x is t in g  r ig h ts , 
w h ich  w o u ld  r u n  a fo u l o f  A rt . I , Sec . 18 , a n d  A r t .  V I I I ,  Sec . 1 6 , o f  th e  A la s k a  
C o n s t itu t io n . T h is  am e n d m en t w ou ld  e lim in a te  a  p o te n t ia l p i t f a l l .  (A S  
3 8 .0 5 .1 8 5 (a ) . )

Sec . 3 3  w o u ld  am en d  A S  3 8 .0 5 .1 9 0 (a )  to  c la r i fy  th e  q u a li f ic a t io n s  fo r  ow n e rsh ip  o f  
m in in g  r ig h ts  b y  a lie n s  a n d  fo re ig n  c o rp o ra t io n s . U n d e r  th e  e x is t in g  s ta tu te , a n  
a lie n  a t  le a s t  18  y e a rs  o ld  f r o m  a  c o u n t ry  t h a t  g ra n ts  " lik e  p r iv i le g e s "  to  U n ite d  
S ta te s  c it iz e n s  m a y  a cq u ire  o r  h o ld  e x p lo ra t io n  a n d  m in in g  r ig h ts . A  c o rp o ra t io n  
in  w h ich  m o re  th a n  5 0  p e rc e n t o f  th e  s to c k  is  ow ned  o r  c o n t ro lle d  b y  a lie n s  w hose  
c o u n t ry  does n o t  g r a n t  re c ip ro c a l r ig h ts  to U n it e d  S ta te s  c it iz e n s  m a y  n o t  a cq u ire  
o r  h o ld  e x p lo ra t io n  an d  m in in g  r ig h ts . H ow e v e r , d e te rm in a t io n s  o f  w h ich  
c o u n t r ie s  g ra n t  " lik e  p r iv i le g e s "  to U n it e d  S ta te s  c it iz e n s  h a v e  n e v e r  b e en  m ad e  o r  
e n fo rc e d  in  a n y  c o n s is te n t  m a n n e r  du e  to th e  n u m b e r  a n d  c om p le x ity  o f  m in in g  
la w s  w o r ld w id e . U .S .  m in in g  law s , u p on  w h ich  A la s k a  law s  w e re  in i t i a l ly  b a sed , 
a l lo w  a n  a lie n  to  fo rm  a  d om estic  c o rp o ra t io n  t h a t  w o u ld  b e  q u a li f ie d  to  o b ta in  
m in in g  r ig h ts , w ith o u t  in q u iry  in to  " lik e  p r iv i le g e s ."  A m en d in g  A S  3 8 .0 5 .1 9 0 (a )  to  
d e le te  th e se  re q u ire m e n ts  w ou ld  be c o n s is te n t w ith  m o d e rn  b u s in e s s  p ra c tic e s , 
s im i la r  fe d e ra l law s , a n d  s ta te  law s  a ffe c t in g  o th e r  typ e s  o f  m in e ra l r ig h ts . (A S  
3 8 .0 5 .1 9 0 (a ) . )
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Sec . 3 4  w ou ld  re p e a l an d  re e n a c t A S  3 8 .0 5 .2 1 1 (d )  to  s im p li fy  th e  a d ju s tm e n ts  to 
be m ad e  in  th e  a n n u a l r e n ta l am o u n ts  due  on  m in in g  c la im s  a n d  le a s e s . T h e  
e x is t in g  s ta tu te  re q u ire s  th e  r e n ta l am o u n ts  to  be a d ju s te d  e v e ry  10 y e a rs  based  
on  ch ang es in  th e  c on su m e r p ric e  in d e x  fo r  A n ch o rag e . T h is  s t a tu t o ry  a d ju s tm e n t  
is l i k e ly  to  y ie ld  odd  r e n ta l am o u n ts  t h a t  w ou ld  m a k e  c a lc u la t in g , a ccoun tin g , an d  
c o lle c t io n  m o re  d i f f ic u lt . A d d it io n a lly , a d ju s t in g  r e n t a l am ou n ts  o n ly  a t  1 0 -y e a r  
in t e r v a ls  c ou ld  r e s u lt  in  la rg e  chang es  a t  one  t im e , p o s s ib ly  c a u s in g  h a rd s h ip s  to 
m in in g  lo c a to rs  a n d  le ssee s . T h e  am e n d m en t w ou ld  re q u ire  th e  d e p a r tm e n t  to 
check th e  c on sum e r p ric e  in d e x  each  y e a r  a n d  a d ju s t  th e  ra te  i f  th e  a d ju s tm e n t  is 
$ 5  o r  m o re . C h an g e s  c ou ld  o n ly  be m ad e  in  $ 5  in c rem en ts . T h e  a m e n d m en t  a ls o  
m o re  c le a r ly  id e n t i f ie s  th e  c o n su m e r p r ic e  in d e x  on  w h ich  ch ang e s  a re  to be b a sed . 
(A S  3 8 .0 5 .2 1 1 (d ) . )

Sec . 3 5  w o u ld  a u th o r iz e  su r fa c e  le a s e s  fo r  c e r ta in  m in e ra l d e v e lo p m e n t u ses . 
S u r fa c e  u se  n eed s fo r  sm a ll m in e s  a re  g e n e ra lly  m od e s t e n o u g h  to  m e e t  w ith  a 
s im p le  la n d  u se  p e rm it , p ro te c te d  b y  th e  u n d e r ly in g  "e x c lu s iv e  r ig h t  o f  p o sse ss ion  
a n d  e x t ra c t io n  o f  the [ lo c a ta b le ] m in e ra ls "  a c q u ire d  b y  a  v a l id  m in in g  lo c a t io n . 
H ow e v e r , m o s t m a jo r  m in e s  re q u ire  la rg e -s c a le , c o s t ly  s u r fa c e  im p ro v e m e n ts  such  
as d am s , m i lls ,  a n d  ta i lin g s  im p o u n d m en ts . T h e  m in e ra l d e v e lo p e r  n e ed s  lo n g ­
te rm  s e c u r i ty  o f  te n u re  to  p ro te c t  th is  in v e s tm e n t , s om e th in g  t h a t  c a n n o t  be 
p ro v id e d  b y  a re v o c a b le  p e rm it . S u r fa c e  le a se s  fo r  m i lls i t e s , t a i l in g s  d is p o s a l s ite s , 
a n d  s im i la r  p u rp o se s  w ou ld  re q u ire  re a s o n a b le  a n n u a l r e n ta l .  (A S  3 8 .0 5 .2 5 5 . )

Sec . 3 6  w o u ld  add  a n ew  sub sec tio n  to  c la r i fy  t h a t  m in in g  d e v e lo p e rs ’ su r fa c e  
le a s e s  a re  n o t su b je c t to  c om p e tit iv e  b id d in g  s ta tu te s . R e q u ir in g  th e  d e p a r tm e n t 
to  h o ld  a  le a se  a u c t io n  w ou ld  s e rv e  n o  p u rp o s e , a s  th e  m in e ra l d e v e lo p e r  w o u ld  be 
th e  o n ly  p a r t y  in  a  p o s it io n  to  b id  fo r  a n d  u se  th e  le a s e . T h e  d e p a r tm e n t  w o u ld  be 
re q u ire d  to  a d op t re g u la t io n s  s e tt in g  le a s in g  p ro c e d u re s  a n d  a n n u a l r e n ta ls .  (A S  
3 8 .0 5 .2 5 5 (b ) . )

Sec . 3 7  w ou ld  e lim in a te  th e  fa i lu r e  to  f i le  a  le a s e  a p p lic a t io n  o n  t im e  a s  g ro u n d s  
fo r  a b a n d o n m en t o f  a  m in in g  lo c a t io n . In  a re a s  o p en  to  m in in g  o n ly  u n d e r  le a se , a 
lo c a to r  m u s t  a p p ly  f o r  a n d  o b ta in  a  le a s e  b e fo re  g a in in g  th e  r ig h t  to  m in e . A S  
3 8 .0 5 .2 0 5 (a ) .  A fte r  th e  d e p a r tm e n t  g ive s  p u b lic  n o tic e  o f  th e  p ro p o se d  m in in g  
le a s e , i t  m u s t  p ro m p t ly  m a i l a n  a p p lic a t io n  to th e  le a s e h o ld  lo c a to r , w ho  th e n  h a s  
9 0  d a y s  to  f i le  the  a p p lic a t io n . B u t  u n d e r  th e  e x is t in g  A S  3 8 .0 5 .2 6 5 ,  fa i l in g  to  f i le  
on  t im e  a u to m a t ic a l ly  cau ses "a b an d o n m en t"  (v o id in g ) o f  th e  le a s e h o ld  lo c a t io n s  
in v o lv e d , too  h a r s h  a  p e n a lty  fo r  a  la t e  a p p lic a t io n . (A S  3 8 .0 5 .2 6 5 . )

Sec . 3 8  w ou ld  a llow  th e  d e p a r tm e n t  to  con vey  "com m on  a re a s "  in  s ta te  
su b d iv is io n s  to  th e  s u b d iv is io n ’s h om e ow n e rs ’ a s s o c ia t io n  fo r  re t e n t io n  a n d  
m an a g em en t . M a n y  s ta te  su b d iv is io n s  w e re  p la t t e d  w ith  c e r ta in  lo t s  re s e rv e d  
fr o m  d is p o s a l to  p ro v id e  op en  space a n d  re c re a t io n  fo r  s u b d iv is io n  re s id e n ts . T h e  
in te n t io n  w as e v e n tu a lly  to t r a n s fe r  th e se  re s e rv e d  lo ts  to lo c a l g o v e rn m en t . B u t
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w he re  th e re  is  n o  lo c a l g o v e rn m e n t o r  i t  does n o t  w a n t to  a ssum e  m an a g em en t 
re s p o n s ib i li t y , con veyance  to  th e  h om e ow n e rs ’ a s s o c ia t io n  is  a  log ic a l s u b s t itu te . 
T h e  d e p a r tm e n t  w o u ld  be re q u ire d  to  e n s u re  th a t  th e  con veyance  se rv e s  a  p u b lic  
p u rp o se . (A S  3 8 .0 5 .8 1 0 (a ) . )

Sec. 3 9  w o u ld  c la r i fy  th a t  th e  d iv is io n  can  a llo w  liv e s to c k  g ra z in g , c om m e rc ia l 
b e r ry  p ic k in g  o r  m u s h ro o m  h a rv e s t in g , a n d  s im i la r  m in im a l- v a lu e  c on sum p tiv e  
u ses b y  is s u in g  p e rm its , a n  a u th o r i t y  th e  D e p a r tm e n t  o f  L a w  re c e n t ly  q u e s tio n ed . 
(A S  3 8 .0 5 .8 5 0 ( a ) . )

Sec. 4 0 : S e e  u n d e r  Secs . 2 5 -2 8 .

Sec. 4 1  w ou ld  r a is e  th e  a p p lic a t io n  fe e  fo r  h om e s ite s  fr o m  th e  c u r re n t  $ 1 0  to  a 
m a x im u m  o f  $ 2 5 , th e  sam e  as fo r  lo t t e r y  p a rc e ls . (A S  3 8 .0 8 .0 3 0 (b ) . )

Sec. 4 2  w ou ld  a dd  a  c ro s s -re fe re n c e  to th e  lo t t e r y  p ro c e ss  u sed  to se le c t th e  w in n e r  
o f  a  h om e s ite  e n t r y  p e rm it  (se e  Sec . 4 3 ) .  I t  w ou ld  a ls o  re q u ire  a  to k e n  a n n u a l 
r e n ta l o f  $ 1 0 0  u n t i l  th e  p e rm it  h o ld e r  "p ro v e s  up " o r  p u rc h a se s  th e  lo t . B e c a u se  a  
h om e s ite  e n t r y  p e rm it  is  a c o n tra c t , th e  r e n t a l re q u ire m e n t  w ou ld  n o t a p p ly  to 
e x is t in g  e n t r y  p e rm it s . (A S  3 8 .0 8 .0 4 0 (a ) . )

Sec. 4 3  w o u ld  a d d  a  n ew  su b se c t io n  d ire c t in g  th a t  h om e s ite  e n t ry  p e rm its  be 
o f fe re d  a t  lo t t e r y .  U s in g  th e  lo t t e r y  p ro c e d u re s  o f  A S  3 8 .0 5 .0 5 7  w as fo rm e r ly  a 
s ta tu t o ry  re q u ir e m e n t , b u t  a  1 9 8 4  a m e n d m en t  le f t  th e  connec tion  u n c le a r . T h e  
d e p a r tm e n t  w o u ld  be re q u ire d  to  a d o p t  re g u la t io n s  a s  c on s is te n t as p o s s ib le  w ith  
A S  3 8 .0 5 .0 5 7 .  (A S  3 8 .0 8 .0 4 0 ( f ) . )

Sec. 4 4 : S e e  u n d e r  Sec . 1 4 -1 6 .

Sec. 4 5  w o u ld  ra is e  th e  fee  to re c e iv e  a  n o n -a g r ic u lt u r a l h om e s te a d  e n t ry  p e rm it  to  
S 2 0  p e r  a c re . T h is  is  a  o n e -t im e  r e n t a l  fe e , la s t in g  fo r  th e  e n t ry  p e rm it ’s f iv e -y e a r  
te rm . T h e  r e n t a l fee  fo r  a g r ic u lt u r a l h om e s te a d s  w o u ld  r e m a in  a t  th e  c u r re n t  $ 5  
p e r a c re . I n  c om b in a t io n  w ith  r e p e a le r s  in  Sec . 5 0  o f  th e  b i l l ,  i t  a ls o  e lim in a te s  
s ta k in g  a n d  le g a l-d e s c r ip t io n  re q u ire m e n ts  t h a t  b ecam e o b so le te  in  1 9 8 8 . I n  t h a t  
y e a r , th e  h om e s te a d  la w  w as ch an g ed  to  re q u ire  th e  d e p a r tm e n t  to do a c a d a s t ra l 
s u rv e y  b e fo re  o f fe r in g  th e  p a rc e ls , in s te a d  o f  m a k in g  th e  h om e s te a d e r  s u rv e y  i t  
fiv e  v e a r s  la t e r .  (A S  3 8 .0 9 .0 3 0 (a ) ,  p lu s  re p e a le rs  o f  A S  3 8 .0 9 .0 1 0 (e ) ,  3 8 .0 9 .0 2 0 ,  
3 8 .0 9 .0 4 0 (a ) ( 2 ) ,  3 8 .0 9 .0 4 0 (a ) ( 4 ) ,  A S  3 8 .0 9 .0 6 0 ,  A S  3 8 .0 9 .0 7 0 ,  a n d  3 8 .0 9 .9 0 0 ( 1 ) . )

Secs. 4 6 - 4 7 ,  a lo n g  w ith  re p e a le rs  in  Sec . 5 0  o f  th e  b i l l ,  red u ce  a n d  s im p li fy  th e  
w ays to  g e t t i t le  to  a  h om e s te a d  p a rc e l. (C u r r e n t ly  th e re  a re  th re e  m e th o d s . A 
h om e s te a d e r  c an  o b ta in  th e  la n d  fo r  fre e  b y  liv in g  o n  i t  a n d  b u ild in g  a  h o u se , p lu s  
m ee t in g  c le a r in g  re q u ire m e n ts  a p p lic a b le  to  a g r ic u ltu ra l h om e s te ad s  o n ly . O r  he 
can  b u y  th e  p a rc e l a t  a lm o s t - c u r re n t  f a i r  m a r k e t  v a lu e  w ith o u t  b u i ld in g  a  h ou se
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an d  liv in g  on  it , i f  h e  a p p lie s  w ith in  tw o  y e a rs . O r  he can  b u y  th e  p a rc e l a t  
c u r re n t  fa i r  m a r k e t  v a lu e  w ith o u t  liv in g  on  th e  p a rc e l, i f  h e  b u i ld s  a  h ou se  an d  
a p p lie s  to p u rc h a se  w ith in  fiv e  y e a r s . )  T h e  re v is e d  la n g u a g e  in  Sec. 4 6  e lim in a te s  
th e  h o u s e -b u i ld in g  re q u ire m e n t  a n d  th e  d is t in c t io n  b e tw een  tw o -y e a r a n d  f iv e -y e a r  
p u rch a se . T h e  h o m e s te a d e r  e i th e r  b u y s  th e  p a rc e l a t  f a i r  m a r k e t  v a lu e  w ith in  fiv e  
y e a rs , o r  "p ro v e s  up " b y  liv in g  on  th e  p a rc e l f o r  2 5  m on th s . W ith  e i th e r  m e th od , 
he m u s t  r e im b u rs e  th e  s ta te  fo r  s u rv e y  an d  p la t t in g  costs , a n d  m u s t m ee t 
a g r ic u ltu ra l c le a r in g  re q u ire m e n ts  i f  th e  la n d  is  c la s s if ie d  a g r ic u ltu ra l .  Sec . 4 7  is  
a  c o n fo rm in g  a m e n d m en t e lim in a t in g  a  re fe re n c e  to a  p e rm a n e n t  d w e llin g . (A S  
3 8 .0 9 .0 5 0 (a ) - (b ) ,  p lu s  re p e a le rs  o f  A S  3 8 .0 9 .0 4 0 (a ) ( 3 ) ,  3 8 .0 9 .0 9 0 ,  3 8 .0 9 .9 0 0 (3 ) ,  a n d  
3 8 .0 9 .9 0 0 ( 4 ) . )

Sec . 4 8 , a lo n g  w ith  re p e a le rs  in  Sec . 5 0  o f  th e  b i l l ,  a ffe c ts  b o th  th e  rem o te  p a rc e l 
p ro g ra m  a n d  th e  h om e s te ad  p ro g ra m . (T h e  rem o te  p a rc e l law  w as re p e a le d  in  
1 9 8 3 , e ffe c t iv e  in  1 9 8 4 , b u t  th e  p ro g ra m  w i l l be a liv e  u n t i l  a t  le a s t  th e  y e a r  2 0 1 6 . 
T h e  la s t  p a rc e ls  w e re  s ta k e d  in  1 9 8 4 , a n d  th e  la s t  le a s e s  is su e d  in  1 9 8 5 -1 9 8 6 .
T h e  le s se e s  w i l l h a v e  u n t i l  1 9 9 6  o r  la t e r  to  s u rv e y  th e i r  p a rc e ls , a n d  c an  th e n  
e n te r  in to  2 0 - y e a r  p u rc h a se  c o n t ra c ts .) T h is  se c tio n  w o u ld  p ro h ib it  th e  
d e p a r tm e n t  f r o m  im p o s in g  th e  c on d it io n s  o f  th e  fo rm e r  A S  3 8 .0 5 .0 7 8 (d )  in  new  
rem o te  p a rc e l p u rc h a se  c on tra c ts . T h e se  c on d it io n s  re s t r ic te d  th e  s a le  o r  
s u b d iv is io n  o f  rem o te  p a rc e l la n d  a f t e r  i t  w as  con veyed  in to  p r iv a te  ow n e rsh ip . I t  
w ou ld  a ls o  a l lo w  th e  d e p a r tm e n t  to  am en d  e x is t in g  rem o te  p a rc e l o r  h om e s te a d  
p u rc h a se  c o n t ra c ts  o r  p a te n ts  to  rem o v e  th e se  re s t r ic t io n s  i f  th e  h o ld e r  c on sen ts  
a n d  re im b u rs e s  th e  s ta te  fo r  th e  d i ffe re n c e  in  v a lu e . (E a c h  p a rc e l’s p u rc h a s e  p r ic e  
w as c u t b y  5 0 %  to  a c c ou n t f o r  th e  re s a le  r e s t r ic t io n s . )  (A S  3 8 .0 9 .1 0 5 ,  p lu s  
re p e a le rs  o f  A S  3 8 .0 9 .0 5 0 (d ) - (e ) . )

Sec . 4 9  t r a n s fe r s  th e  h om e s ite  d is c la im e r  la n g u a g e  o f  A S  3 8 .0 8 .0 9 0  (to  be re p e a le d  
b y  Sec. 5 0  o f  th is  b i l l )  to  a  g e n e ra l lo c a t io n  a p p lic a b le  to  a l l  s ta te  la n d  d isp o s a ls : 
u n le s s  s p e c if ic a lly  p ro v id e d , th e  s ta te  is  n o t  o b lig a te d  to  p ro v id e  s e rv ic e s  to th e  
g ra n te e  o f  a  s ta te  la n d  d isp o s a l. A n  a d d it io n a l d is c la im e r  w ou ld  m ak e  c le a r  t h a t  
th e  s ta te  is  f r e e  to  d isp o se  o f  o th e r  la n d  o r  re s o u rc e s  in  th e  fu tu re , w ith o u t  
re s t r ic t io n s  a s  to  typ e , p a rc e l d e n s ity , etc .

Sec. 5 0 :

• R e p e a le r s  a ffe c t in g  th e  la n d  d is p o s a l b a n k  (A S  3 8 .0 4 .0 2 0 )  a n d  dow n  
p a y m e n ts  a t  la n d  lo t t e r ie s  (A S  3 8 .0 5 .0 5 7 (g ) )  a re  d iscu ssed  u n d e r  Secs . 2 
a n d  1 6 .

• R e p e a lin g  A S  3 8 .0 5 .0 5 7 ( j )  e lim in a te s  sp e c ia l lo t t e r y  p ro c e d u re s  fo r  a n  
a g r ic u lt u r a l p ro je c t  s ta tu te  th a t  w as  re p e a le d  in  1 9 7 9 .
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• R e p e a lin g  A S  3 8 .0 5 .0 3 5 (e ) ( 6 ) (F ) ,  A S  3 8 .0 5 .2 0 7 , a n d  A S  3 8 .0 5 .9 4 5 (g )  w ou ld  
e lim in a te  th e  m in in g  p ro d u c t io n  lic e n se  p ro g ra m , a n  e a r ly  a t te m p t  to  
so lv e  th e  " 6 ( i )  p ro b lem " th a t  b ecam e m oo t w h en  A S  3 8 .0 5 .2 1 1 - .2 1 2  w e re  
en ac ted  in  1 9 8 9 .

• R e p e a lin g  A S  3 8 .0 5 .0 4 0  w ou ld  e lim in a te  th e  re q u ire m e n t  fo r  a  $ 1 5 0 ,0 0 0  
b on d  fo r  the  d i re c to r  o f  th e  s ta tu t o ry  D iv is io n  o f  L a n d s , w h ich  w as 
su b s e q u e n t ly  re o rg a n iz e d  a n d  su b d iv id e d  in to  s e v e ra l d i f fe re n t  d iv is io n s .

• R e p e a lin g  A S  3 8 .0 5 .0 7 9 (d )  e lim in a te s  a n  o p t io n a l s a le  c la u se  no  lo n g e r 
n eeded  fo r  rem o te  c ab in  s ite  le a s e s  (se e  Secs . 2 2 - 2 4 ) ,  w h ich  a re  d es ig ned  
to  r e s u lt  in  s a le  o f  th e  s ite .

■ R e p e a lin g  A S  3 8 .0 5 .8 5 5 , A S  3 8 .0 5 .8 5 6 , a n d  A S  3 8 .0 5 .9 4 6 (b )  e lim in a te s  
re q u ire m e n ts  a s s o c ia te d  w ith  a q u a t ic  fa rm s it e  p e rm its ; see Secs . 2 8  and  
4 0 .

• A S  3 8 .0 8 .0 9 0  is  m ad e  u n n e c e s sa ry  b y  Sec . 4 9 , w h ich  b ro a d e n s  its  
la n g u ag e  a nd  e xp a n d s  i t  to  o th e r  la n d  d isp o s a ls .

• R e p e a lin g  3 8 .0 9 .0 1 0 (e ) ,  3 8 .0 9 .0 2 0 ,  3 8 .0 9 .0 4 0 (a ) ( 2 ) ,  3 8 .0 9 .0 4 0 (a ) ( 4 ) ,  A S  
3 8 .0 9 .0 6 0 ,  A S  3 8 .0 9 .0 7 0 ,  a n d  3 8 .0 9 .9 0 0 ( 1 )  e lim in a te s  re q u ire m e n ts  
re la te d  to s ta k in g , f la g g in g , b ru sh in g , a n d  f i l in g  a  le g a l d e s c r ip t io n  on  a 
h om e s te ad ; see Sec . 4 5 . R e p e a lin g  A S  3 8 .0 9 .0 4 0 (a ) ( 3 ) ,  3 8 .0 9 .0 9 0 , 
3 8 .0 9 .9 0 0 (3 ) ,  a n d  3 8 .0 9 .9 0 0 ( 4 )  e lim in a te s  h om e s te a d  d w e llin g  
re q u ire m e n ts  a n d  th e  d is t in c t io n  b e tw een  tw o- a n d  f iv e -y e a r  p u rch a se ; 
see Sec . 4 6 . R e p e a lin g  A S  3 8 .0 9 .0 5 0 (d )  a n d  (e ) w o u ld  rem ove  re s t r ic t io n s  
on  s e ll in g  o r  s u b d iv id in g  la n d  a f t e r  i t  h a s b e en  con veyed  to  a  
h om e s te a d e r ; see r e la te d  ch ang es  u n d e r  Sec . 3 9 .

Sec . 5 1  w ou ld  a u th o r iz e  r a i l r o a d ,  h ig h w ay , a n d  u t i l i t y  l in e  r ig h ts -o f -w a y  w ith in  
C h u g ach  S ta te  P a r k  n e c e s s ita te d  b y  a  S e w a rd  H ig h w a y  re lo c a t io n  p ro je c t  a t  B i r d  
P o in t  (b e tw e en  A n ch o rag e  a n d  G ird w o od ).

Sec . 5 2  w ou ld  sp ec ify  t h a t  th e  in te re s t  r a te  ch ang es  m ad e  b y  Secs . 1 7 -1 9  o f  th e  b i l l  
a p p ly  to  a l l  c o n tra c ts  s e n t o u t to  be s ig n ed  a f t e r  th e  b i l l ’s e ffe c t iv e  d a te .

Sec . 5 3  w ou ld  e n su re  th a t  ch ang es  m ad e  to  A S  3 8 .0 5 .0 8 2  b y  Sec . 2 5  o f  th e  b i l l  w i l l 
c on tin u e  in  e ffe c t a f t e r  1 9 9 7 , w h en  u n re la te d  ch ang es en ac ted  in  1 9 9 1  ta k e  e ffec t.

Sec . 5 4  w ou ld  a llo w  th e  d e p a r tm e n t  to a d o p t r e g u la t io n s  in  a d v an c e  o f  th e  b i l l ’s 
e ffe c t iv e  d a te , a n d  in c lu d e s  a s a v in g s  c la u se  fo r  th e  e x is t in g  h om e s ite  d isp o s a l 
re g u la t io n s  u n t i l  th e y  can  be changed .

9



Secs . 5 5 - 5 6  a re  e ffe c t iv e  d a te  c la u se s ; th e  r e g u la t io n  c la u se  w ou ld  ta k e  e ffe c t  
im m e d ia te ly , w ith  th e  re m a in d e r  o f  th e  b i l l  e ffe c t iv e  J u ly  1, 1 9 9 5 .
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D E P A R T M E N T  O F  F I S H  A N D  G A M E  

P O S I T I O N  P A P E R

B i l l  N o :  hb 191
S p o n s o r : R e p r e s e n t a t i v e  T h e r r i a u l t

D i v i s i o n : H a b i t a t  a n d  R e s t o r a t i o n

D e p a r t m e n t  P o s i t i o n :

The d e p a r t m e n t  s u p p o r t s  the p a s s a g e  o f  HB1S1.

T h i s  is a h o u s e k e e p i n g  bill that w o u l d  c l a r i f y  c e r t a i n  T i t l e  38 
s t a t u t e s  g o v e r n i n g  D N R's la n d  d i s p o s a l  p r o g r a m ,  s u r f a c e  u s e s  of m i n i n g  
p r o p e r t i e s ,  a n d  p e r m i t s  for r i g h t s - o f - w a y .  A m o n g  o t h e r  things, the 
b i l l  c o n t a i n s  p r o v i s i o n s  s t r e n g t h e n i n g  the u s e  o f  the s t a t e ' s  la n d  
p l a n n i n g  p r o c e s s  to i d e n t i t y  l a n d s  s u i t a b l e  f o r  d i s p o s a l  a n d  i m p r o v e s  
the a b i l i t y  of s t a t e  to c o n d i t i o n  a n c i l l a r y  a c t i v i t i e s  ( m i l l s i t e s  a n d  
t a i l i n g s  dispo s a l )  a s s o c i a t e d  w i t h  the d e v e l o p m e n t  of m i n i n g  claims.

The p r o v i s i o n s  o f  this b i l l  w o u l d  h a v e  a p o s i t i v e  e f f e c t  on  f i s h  a n d  
w i l d l i f e  r e s o u r c e s  and the m a n a g e m e n t  o f  p u b l i c  lands.

C o m m i s s i o n e r ' s S i g n a t u r e D a t e
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A l a s k a  f t t a i c  J L c i p s I a t i i r c
REPRESENTATIVE

G E N E  T H E R R IA U L T
PO Box 55326 
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House Dismcl 33
^ o t t s c  O f  H i c p r c s c n t a t i l K s r

S S  HB 191 "An Act relating to the management and d isposa l o*
state land and resou rces ; relating to certain 
remote parcel and homestead entry land pu rchase  
contracts and patents; and providing and effective 
date ."

SPONSOR: Rep . G ene Therriault

SPONSOR STATEMENT:

This bill is a  housekeep ing  m easu re  intended to clarify certain Title
3 8  statutes governing DNR's management of state land and
re sou rces . S S  HB 191 is intended to bring g reater effic iency to the
m anagem en t o f state lands without sacrificing public invo lvement in 
land use decisions.

As the H ouse finance subcommittee chairman fo r the DNR  budget, I 
have worked with the Department to come up with changes to Title 
3 8  that would simplify p rog rams and reduce costs to DNR . The 
p a s s a g e  o f this bill will result in a more adm inistrative ly effic ient 
agency.

A lthough this bill is not intended to be a complete rewrite o f Title 
3 8 , I be lieve it is a  positive effort, supported by the adm inistration 
to s tream line  s ta te government.
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CS F O R  SPO N SO R  S U B S T IT U T E  F O R  H O U SE  B IL L  NO . 1 9 l (  )

IN  THE LEG ISLA TU RE  O F THE STATE OF A LA SKA  

N INETEENTH  LEG ISLA TU RE  - F IR ST  SESS ION

BY
Offered:
Referred:
Sponsor(s): REPRESENTATIVES THERRIAULT, James

"A n  Act re la ting to the management and disposal o f state land  and resources; 

re* ng to certain remote parcel and homestead entry land purchase contracts and 

‘5 ; and p rov id ing fo r  an effective date."

B E  i  ’ E N A C T E D  B Y  TH E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A LA SK A :

* Section 1. AS 38 .04 .010 (b ) is amended to read:
(b ) State land that is located beyond the range o f  existing schools and other 

necessary public services, o r that is located where development o f sources o f 
employment is improbable, may be made available fo r seasonal recreational purposes 
o r fo r low  density settlement. The seasonal recreation use o r low  density settlement 
shall have sufficient separation between residences so that public services w ill not be 
necessary or expected. The availability o f  timber, firewood, and water resources shall 
be considered in determining separation between residences. B v  considering the 
ava ilab ility  o f  tim ber, firewood, and water under this subsection o r  in m aking anv 
d isposa l decision, the state does not bv v irtue o f  that consideration  im p ly  anv

A B IL L

F O R  AN A C T  E N T IT L E D
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r ig h t o f  the person receiving the disposal to an exclusive o r  o th e r righ t to the 
tim ber, firew ood , c r water, that the state w ill not make anv o the r disposals in the 
a rea , o r  that anv disposals made w ill be lim ited in type o r  anv  o th e r m anner.

* Sec. 2 . AS 38 .04 .020 (a ) is amended to read:
(a ) The state [C O M M ISS IO N ER  SH A LL  E ST A B L ISH  A ] land disposal 

p ro g ram  consists o f  [BA N K  CO N TA IN IN G ] state land iden tified  and classified 
u n d e r adopted reg ional land use p lans fo r disposal into private ownership.

* Sec. 3 . AS 38 .04 .020 (b ) is amended to read:
(b ) The state land disposal p rog ram  [BA N K ] does not include

(1 ) land nominated fo r selection or selected by a municipality to satisfy 
a general grant land entitlement under AS 29.65 or form er AS 29 .18 .201  - 29 .18 .213 ;

(2 ) land retained in state ownership fo r multiple-use management;
(3 ) land where less than a fee simple title has been conveyed;
(4 ) land retained in state ownership under an enactment o f  the 

legislature o r by the governor or a state agency under authority o f  law .
* Sec. 4. AS 38 .04 .020 (d ) is repealed and reenacted to read:

(d ) On January 15 o f the first regular session o f  each legislature, the 
com m issioner shall report to the legislature on the total acreage o f  land planned and 
classified as suitable under this title fo r

(1 ) settlement purposes, including homestead, commercial, o r industrial
d isposal;

(2 ) agricultural disposal; and
(3 ) grazing leases.

*  Sec. 5 . AS 38 .04 .020 (e ) is repealed and reenacted to read:
(e ) The commissioner may annually submit to the governor an appropriation 

request fo r the entire amount o f funding estimated to be necessary fo r each project 
proposal to a llow  survey and disposal o f land proposed to be o ffered fo r (1 ) homestead 
staking under AS 38 .09 ; (2 ) agricultural, commercial, industrial, o r other uses under 
AS 38 .05 .0 55  or 38 .05 .057 ; or (3 ) other subdivisions. Each project proposal shall 
include the general location o f the land and the estimated cost o f  preliminary feasibility 
studies, engineering design work, right-of-way acquisition, and construction o f  access

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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roads and capital improvements required by municipal subdivision ordinance or 
regulation o f the planing authority or otherwise necessary to develop and market the 
land.

* Sec. 6 . AS 38 .04 .020 (g ) is amended to read:
(g ) The (A FTER JU L Y  1 OF EACH  YEA R , THE ] commissioner shall direct 

the expenditure o f money appropriated for the disposal o f land in response to requests 
made under (e ) [AND (f ) ]  o f  this section fo r the fo llow ing :

(1 ) land [LA N D ] designated as suitable fo r homestead disposal shall 
be [C LA SS IF IED  AND ] surveyed under this chapter and AS 38 .05 and made available 
fo r en try  [STA K IN G  AND  LEASE ] under AS 38 .0 9 i [.]

(2 ) land [LA N D ] designated as suitable fo r subdivision and homesite 
disposal shall be surveyed, subdi/ided, [C LA SS IF IE D ,] and disposed o f  under this 
chapter, AS 38 .05 , and AS 38 .08 : [.]

(3 ) land [LA N D ] designated agricultural, commercial, industrial, o r 
suitable fo r other disposal shall be sold under AS 38 .05 .055  o r 38 .05 .057 .

* Sec. 7 . AS 38 .04 .020 (h ) is amended to read:
(h ) Individual parcels disposed o f  in subdivisions in tended fo r  p riva te  

Mentia l o r rec rea tiona l use may not exceed five acres unless the commissioner
es that a larger size is necessary to comply with municipal ordinances! [,] to 

perm it the design o f a viable subdivision because o f  topographical features, soil 
conditions, on-site sewage disposal requirements, o r water drainage or supply 
considerations that are unique to the subdivision: to increase the re tu rn  to the state 
from  the sale o f the parcels: (,] to minimize adverse effect on w ild life , fishery, public 
recreation, timber, or other significant resources in the area! [>] or to minimize adverse 
effect on other residential uses in the area.

* Sec. 8. AS 38 .04 .0 20 (i) is amended to read:
( i ) Nothing in this section prevents the disposal o f  other land by the 

commissioner in accordance with AS 38 .05 .055 , 38 .05 .057 , 38 .05 .070 , the issuance o f 
remote rec rea tiona l cabin site leases o r  sales [P E R M IT S ] under AS 38 .05 .600  
[AS 38 .05 .0 79 ], AS 38 .08 , AS 38 .09 . or other law.

* Sec. 9. AS 38 .04 .021 (a ) is amended to read:

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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(a ) A municipality may apply fo r financial assistance fo r the execution o f  a 
land disposal program o f general grant land entitlements received from  the state under 
AS 29 .65  o r former AS 29 .18 .201 - 29 .18 .213 by submitting a request to the 
commissioner for inclusion in the request submitted to the governor [LEG ISLA TURE ] 
under AS 38 .04.020(e). A  municipality may request financial assistance fo r expenses 
o f  surveying land, designing subdivision plats, installing improvements required by 
municipal ordinance or regulation o f  the local planing authority, and other reasonable 
direct costs o f land disposal.

* Sec. 10. AS 38 .04 .021 (b ) is amended to read:
(b ) A request by a municipality under this section must be accompanied by

(1 ) a schedule for the disposal o f municipal land for the next five years; 
the schedule shall be based on an assessment o f  the demand fo r private land within the 
municipality [AND  IN C LU D E D  IN  TH E ASSESSM EN T SU B M ITTE D  U N D E R  
AS 38 .0 4 .0 2 0 (f)] ;

(2 ) an estimate o f  the number o f acres o f  municipal land that the 
municipality plans to dispose o f during each fiscal year o f  the five-year period;

(3 ) a description o f  the methods to be used fo r the disposal o f 
municipal land and the terms under which it w ill be offered to the public; and

(4 ) a description o f  the municipal land that the municipality plans to 
dispose o f  each fiscal year during the five-year period.

* Sec. 11. AS 38 .04 .030  is amended to read:
Sec. 38 .04 .030 . LA N D  A V A IL A B IL IT Y  PROG RAM S. Programs that may 

be used by the director to make the state's land surface available fo r private use under 
AS 38 .04 .020  - 38 .04 .055 include sale o f  whole or partial rights to the fee simple 
estate, including conveyance o f agricultural use rights; leasing; [O PEN -TO -EN TRY ;] 
homesiting; homesteading; permitting fo r construction and occupation o f  cabins in 
isolated locations on land retained in state ownership; and other methods as provided 
by regu la tion o r  o th e r law. N otw ithstanding a c on tra ry  p rov is ion  o f this title , a 
land  ava ilab ility  p rog ram  adopted bv regu la tion  m ust p rov ide fo r  competitive 
d isposa l, based on no less than fa ir  m arket value, to serve the best interests o f the 
state.

WORK DRAFT WORK DRAFT WORK DRAFT
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* Sec. 12. AS 38 .04 .035  is amended to read:
Sec. 38 .04 .035 . C R IT E R IA  FOR PROGRAM  SELEC T IO N . In determining 

which land availability program is appropriate for state land in different locations, the 
director shall be guided by the fo llow ing criteria:

(1 ) to cover public costs associated with private land use and to provide 
the public with a fair return for publicly owned property, conveyance o f state land to 
private parties sha ll [SH O U LD ] be at fa ir market value except where otherwise 
authorized by statute, or by an administrative regulation the adoption o f  which is 
specifica lly permitted by statute;

(2 ) sale or lease programs should be used where land is readily 
accessible to a m ajor community center o r where, because o f  a prime location on 
waterfront o r a transportation route or some other location characteristic, land has 
relative ly high real estate value;

(3 ) sale programs are preferred but lease programs should be used
(A ) where special land use controls axe required and there is a 

high public interest in having certain types o f land used fo r particular purposes;
(B ) when the intended use is a temporary one;
(C ) in commercial o r industrial situations when a leasehold can 

provide cash flow  advantages to the lessee;
(D ) when a unique location with special public values is 

involved, as in a deep water port, hydroelectric site, o r aquaculture facility ;
(E ) where current demand fo r private use is high, but 

projections suggest that, in the future, the land may be more valuable fo r public 
use, as in accessible waterfront recreation areas;

(4 ) [FO R  EN A BL IN G  ISO LA TED  C A B IN  D EV ELO PM EN T  IN
REM O TE  LO CA T IO N S W H ERE  SU R V E Y  A N D  C O N V EYA N C E  IS
IM PRA CT ICA L , OR  W H ERE  D ISPO SA L OF LAND W O U LD  CAUSE POTENT IAL 
C O N FL IC TS  W IT H  O TH ER RESO URCES AND USES , O R  W H ERE  A  LO N G - 
RA N G E  IN TEREST  IN  PU B L IC  O W N ERSH IP  AND USE EX IST , A SYSTEM  FOR 
C A B IN  PERM IT S  ON P U B L IC  LA N D  M A Y  BE  U SED ;

(5 ) ] limited o r conditional title may be granted when the state's best

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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interest so dictates; among other things, title limitations may include grants o f 
agricultural interest only, retention o f development rights, and retention o f  scenic o r 
other easements; a conditional title may be tied to a development schedule o r other 
standards o f  performance.

* Sec. 13. AS 38 .04 .045 (b ) is amended to read:
(b ) Before the issuance o f a long-term lease under AS 38 .05 .070 or o f a patent 

fo r state land, an offic ia l cadastral survey shall be accomplished, unless a comparable, 
approved survey exists that has been conducted by the federal Bureau o f Land 
Management. Before land may be offered under AS 38 .05 .055 , 38 .05 057, AS 38 .08 , 
o r AS 38.09, an o ffic ia l rectangular survey grid shall be established. i'he rectangular 
survey section comer positions shall be monumented and shown on a cadastral survey 
plat approved by the state. Fo r those areas where the state may wish to convey 
surface estate outside o f an o ffic ia l rectangular survey grid, the commissioner may 
waive monumentation o f individual section comer positions and substitute an o ffic ia l 
control survey with control points being monumented and shown on control survey 
plats approved by the state. The commissioner may not issue more than one 
conveyance fo r each section within a township outside o f an offic ia l rectangular survey 
grid. N o portion o f land to be conveyed may be located more than two miles from  an 
o ffic ia l survey control monument except that the commissioner may waive this 
requirement on a determination that a single purpose use does not ju s tify  the 
requirement i f  the existing status o f the land is known with reasonable certainty. The 
lots and tracts in state subdivisions shall be monumented and the cadastral survey and 
plats fo r the subdivision shall be approved by the state. Where land is located within 
a municipality with planning, platting, and zoning powers, plats fo r state subdivisions 
shall comply with local ordinances and regulations in the same manner and to the same 
extent as plats fo r subdivisions by other landowners. State subdivisions shall be filed 
and recorded in the district recorder's office. The requirements o f this section do not 
apply to land made available [THROUGH  A CA B IN  PERM IT  SYSTEM ,] fo r material 
sales, fo r short-term leases, o r fo r parcels adjoining a surveyed right-of-way, [O R  FO R  
LA N D  THAT HAS BEEN  OPEN TO RANDOM  STA K IN G  U N D ER  THE REM OTE 
PA RC EL  PROG RA M  OR HOM ESTEAD PROGRAM  IN  THE PAST ]; however, fo r

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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short-term  leases the lessee must comply with local subdivision ordinances unless 
waived by the municipality under procedures specified by ordinance. In this subsection, 
"a single purpose use" includes a communication site, an aid to navigation, and a park 
site.

* Sec. 14. AS 38 .05 .050  is amended to read:
Sec. 38 .05 .050 . D IS PO SA L  OF LA N D  FO R  PR IV A TE  O W N ERSH IP . The 

comm issioner shall determine the land to be disposed o f fo r private use. The 
comm issioner shall determine the time and place o f disposal. An auction sale, a 
lottery sale, o r a disposal o f land for homesites may [SHA LL ] be held in a community 
that is near the land to be sold o r disposed of.

* Sec. 15. AS 38 .05 .055  is amended to read:
Sec. 38.05 .055 . A UCT IO N  SALE PROCEDURES . Unless another method o f 

sale is required under this chapter, [AS 38 .07 , O R ] AS 38 .08 , o r  AS 38 .09 . the sale 
o f  state land shall be made at public auction to the highest qualified bidder as 
determined by the director. The director may accept bids and sell state land under this 
section at no less than 70 percent o f the appraised fair market value o f  the land. [A  
B ID D E R  M U ST  A PPEA R  IN  PERSON  AT THE A UCT IO N  UNLESS M E D IC A L  
R EA SO N S , ATTENDANCE AT SCHOOL , O R  M IL IT A R Y  SE R V IC E  O U T S ID E  
TH E  STA TE  PREV EN T  A TTENDANCE .] A bidder may be represented by an 
attorney o r agent at the auction [IF  THE  LA N D  O FFERED  FO R  D IS PO SA L  IS 
C O M M ERC IA L , IN D U ST R IA L , O R  A G R IC U LT U R A L  LA N D ]. An aggrieved 
bidder may appeal to the commissioner within five days after the sale fo r a review o f  
the director's determination. The sale shall be conducted by the director and at the 
time o f sale the successful bidder shall deposit an amount equal to five percent o f the 
purchase price. The director shall immediately issue a receipt containing a description 
o f  the land or property purchased, the price bid, and the amount deposited. The 
receipt shall be acknowledged in writing by the bidder.

* Sec. 16 . AS 38 .05 .057 (a ) is amended to read:
(a ) The commissioner may dispose o f land, including land lim ited to use fo r 

agricultural purposes, by lottery. The purchase price o f land sold by lottery shall be 
the fa ir market value o f the land as determined by the commissioner. The

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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commissioner may sell land by lottery fo r less than the fa ir market value o f  the land 
on a determination that scarcity o f land fo r private use in the area o f the land to be 
sold has resulted in unrealistic land values. [THE C O M M ISS IO N E R  SH A LL  
C O N SU LT  WTTH THE A SSESSOR OF A  M U N IC IP A L IT Y  BEFO RE  
D E T E R M IN IN G  THE PURCHASE PR ICE  FOR LA N D  TH A T  IS LO C A TED  IN  
THE M U N IC IPA L IT Y  AND THAT IS TO  BE SOLD U N D ER  TH IS SECT ION .] The 
lottery shall be conducted in puolic by the commissioner. A [AN  A PPL ICA N T  M A Y  
N O T  B E  SELECTED  TO PURCHA SE  LAND UNLESS TH E  A PPL IC A N T  IS 
PR E SEN T  ON  TH E  DATE AND AT THE PLACE TH A T  TH E  L O T T E R Y  IS 
C O N D U C T E D  UNLESS M ED ICA L REASONS, ATTENDA NCE AT  SCHO OL , OR  
M IL IT A R Y  SE RV IC E  O UTS IDE  THE STATE PREV EN T  A TTEN DA N CE . AN 
A PP L IC A N T  M A Y  BE REPRESENTED  B Y  AN AGENT ON  TH E  D A Y  OF THE  
L O T T E R Y  IF  THE LA N D  OFFERED  FOR SA LE  IS C O M M ERC IA L , 
IN D U ST R IA L , O R  A G R IC ULTU RA L  LAND . ON THE D A Y  O F THE L O T T E R Y  
A ] purchaser selected by lot shall deposit an amount equal to five percent o f  the 
purchase price w ithin 30 davs a fte r receivine notifica tion o f  the selection .

* Sec, 17. AS 38 .05 .065 (a ) is amended to read:
(a ) The contract o f sale fo r land sold at public auction under AS 38 .05 .055  

shall require the remainder o f  the purchase price to be paid in monthly, quarterly., or 
annual installments over a period o f not more than 20 years, with interest at the 
[P R E V A IL IN G ] rate p rovided in fi) o f  this section [FO R  REA L  ESTATE 
M O RTG A G E  LOANS M ADE B Y  THE FEDERAL LA N D  B A N K  FO R  TH E  FARM  
C R E D IT  D ISTR IC T  FO R A LA SKA  AT THE T IM E THE CO N TRA CT  IS S IG N ED ]. 
Installm ent payments plus interest shall be set on the level-payment basis.

* Sec. 18. AS 38 .05 .065 (b ) is amended to read:
(b ) The contract o f  sale for land sold under AS 38 .0 5 .0 5 7  or under form er 

AS 38 .05 .078  shall require the remainder o f the purchase price to be paid in monthly, 
quarterly, o r annual installments over a period o f not more than 20 years. Installment 
payments plus interest shall be set on the level-payment basis. The interest rate to be 
charged on installment payments is the [PREV A IL IN G ] rate p rov ided  in fi ) o f  this 
section [FO R  RE A L  ESTATE M ORTGAGE LOANS M A D E  B Y  TH E  F E D E R A L
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LA N D  B A N K  FO R  THE FARM  CRED IT  D ISTR IC T  FOR A LA SKA  AT THE T IM E  
TH E  C O N TRA C T  IS  S IG N ED ].

* Sec. 19 . AS 38 .05 .065  is amended by adding a new subsection to read:
( i )  The interest rate fo r contracts under this section is the prime rate as 

reported in the W a ll Street Journal on the First business day o f the month in which the 
contract is sent to the purchaser fo r signature, plus 4 percent; however, the total rate 
o f  interest may not exceed 13.5 percent.

* Sec. 20 . AS 38 .05 .0 67 (d ) is amended to read:
(d ) This section does not apply to the sale o f state land under AS 38 .05 .057 , 

A S 38 .08 . o r  [AS 38 .0 4 .0 2 0 (g )(2 ) A N D ] AS 38.09.
* Sec. 2 1 . AS 38 .05 .0 69 (a ) is amended to read:

(a ) On a determination that the highest and best use o f unoccupied land is for 
agricultural purposes and that it is in the best interests o f the state to sell or lease the 
land, the comm issioner m av [SH A LL ] grant to an A laska [A LA SKA N ] resident 
owning and using or leasing and using land fo r agricultural purposes a First option at 
the auction to purchase or lease the unoccupied land situated adjacent to land presently 
held by the A laska  [A LA SKA N ] resident fo r the amount o f the high bid received at 
public auction. I f  more than one A laska [A LA SK A N ] resident qualiFies fo r a first 
option under this section, eligibility fo r the first option shall be determined by lot and 
the option must be exercised on the conclusion o f  the public auction. A  parcel o f  
agricultural land sold under this section may not be less than 20  acres and a parcel o f 
agricultura l land that is acquired by exercise o f  the option granted in this subsection 
may not exceed 320  acres. Agricultural land that is acquired under this section must 
be used fo r agricultural purposes as required by law.

* Sec. 2 2 . AS 3 8 .0 5 .0 6 9 (e )(2 ) is repealed and reenacted to read:
(2 ) "adjacem1' means that a tract o f  land has one common boundary 

point with presently held land or is separated from  the presently held land on ly by a 
physical barrier such as a road or stream.

* Sec. 23 . AS 38 .0 5 .0 7 5 (a ) is amended to read:
(a ) Except as provided in AS 38 .05 .035 , 38 .05 .070 , 38 .05 .073 , [38 .0 5 .079 ,] 

3 8 .0 5 .0 8 2 , 38 .05 .083 , 38 .05 .087 , 38 .05 .102 , 38 .05 .600 . 38 .05 .810 , and this section,
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leasing shall be made at public auction to the highest qualified bidder as determined 
by the commissioner. In the public notice o f  a lease to be offered at public auction, 
the commissioner shall specify a minimum acceptable bid and the lease compensation 
method. The lease compensation method shall be designed to maxim ize the return on 
the lease to the state and shall be a form  o f compensation set out in AS 38 .05 .073 (m ). 
An aggrieved bidder may appeal to the commissioner within five days fo r a review o f  
the determination. The leasing shall be conducted by the comm issioner and the 
successful bidder shall deposit at the auction the first year's rental o r other lease 
compensation as specified by the commissioner, or that portion o f  it that the 
comm issioner requires in accordance with the bid. The comm issioner shall require, 
under AS 38 .05 .860 , qualified bidders to deposit a sum equal to any survey or 
appraisal costs reasonably incurred by another qualified bidder acting in accordance 
with the regulations o f the commissioner or incurred by the department under 
AS 38 .04 .045  and AS 38 .05 .840 . I f  a bidder making a deposit o f  survey o r appraisal 
costs is determined by the commissioner to be the highest qualified bidder under this 
subsection, the deposit shall be paid to the unsuccessful bidder who incurred those 
costs o r to the department i f  the department incurred the costs. A ll costs fo r survey 
and appraisal shall be approved in advance in writing by the commissioner. The 
comm issioner shall immediately issue a receipt containing a description o f  the land or 
interest leased, the price bid, and the terms o f  the lease to the successful qualified 
bidder. I f  the receipt is not accepted in writing by the bidder under this subsection, 
the comm issioner may o ffe r the land for lease again under this subsection. A lease, 
on a form  approved by the attorney general, shall be signed by the successful bidder 
and by the commissioner within the period specified in the auction notice.

* Sec. 24 , AS 38 .0 5 .0 8 2 (b ) is amended to read:
(b ) The director may classify land as subject to leases fo r fisheries 

development. In an area or region o f the state fo r which a land use plan has not been 
adopted under AS 38 .04 .065 , the director may classify land fo r lease under this section 
after notice under AS 38 .05 .945 . The director mav [SH A LL ] public ly invite 
applications fo r lease o f  the selected areas. Each application shall be accompanied by 
an affidavit to the effect that the applicant presently intends to personally utilize the

WORK DRAFT WORK DRAFT WORK DRAFT

CSSSHB 191( ) -10-
New TexC Underlined [DELETED TEXT BRACKETED 1



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

leased area fo r fishing purposes th roughou t the term  o f  the lease [THE 
FO LLO W IN G  SEASON ], I f  two o r more applications are received fo r the same shore 
area, the director mav o ffe r [SH A LL  A W A RD ] the lease at public auction under 
AS 38 .05 .075 (a ). I f  on ly one app lication is received and the appraisai value o f the 
lease is $5 .000 a vear o r  less, the comm issioner mav issue a negotiated lease under 
AS 38.05.070(1?) [TO THE M OST Q U A L IF IE D  A PPL ICA NT . IN  DETERM IN IN G  
TH E  Q UA L IF IC A T IO N S OF APPL ICANTS , THE D IREC TO R  SH A LL  CO N S IDER  
TH E  LEN G TH  OF T IM E D U R IN G  W H IC H  THE A PPL ICA N T  HAS BEEN  
EN G A G ED  IN  SET NETT ING , THE PR O X IM IT Y  OF TH E PAST F ISH IN G  SITES 
O F TH E  A PPL ICA N T TO  THE LA N D  TO BE LEASED , THE PRESENT A B IL IT Y  
O F  TH E  /APPLICANT TO U T IL IZ E  TH E  LO CA T IO N  TO  ITS M A X IM U M  
PO T E N T IA L , AND OTHER FACTORS RE LEV A N T  TO  TH E  EQ U ITA BLE  
A SS IG N M EN T  OF THE D IS PU TE D  AREA . IF  TH E  D IR EC TO R  CANNOT 
D E T E R M IN E  A PREFERENCE BETW EEN  CO N FL ICT IN G  A PPL ICA NTS FOR 
T H E  SA M E  LEASE  SITE ON THE BA S IS  OF Q UA L IF IC A T IO N S , THE 
D IR E C T O R  SH A LL  SELECT BETW EEN  THE APPL ICA NTS B Y  LOT . AN 
A G G R IEV ED  APPLICANT M A Y APPEAL TO  THE COM M ISS IONER  W ITH IN  30 
D A Y S  FO R  A R E V IE W  OF THE D IR E C T O R ’S D ETERM IN A T IO N ].

* Sec. 25 . AS 38 .05 .082 (c ) is amended to read:
(c ) A lease for set net fishing may be issued for any period not exceeding 10 

years. I f  the commissioner determines that the land is not being utilized fo r the 
purpose fo r which the lease is issued, the lease may be declared void. [THE 
D IR E C T O R  SH A LL  ESTA BL ISH  A REA SO N A BLE  REN TA L FO R  THE LEASE , 
E Q U A L  TO  THE .ADM IN ISTRATIVE COSTS IN V O LV E D  IN  PROCESS IN G  THE 
LE A SE H O LD  APPL ICAT IO NS .]

* Sec. 26 . AS 38 .05 .082 (d ) is amended to read:
(d ) Subleasing and renewals o f leases are governed by AS 38 .05 .095 and 

38 .05 .1 02 . Notw ithstanding (h ) o f  this section, a lease held unde r this section on 
the effective date o f  this b ill section mav be renewed under term s and conditions 
p resc rib ed  bv the comm issioner.

* Sec. 27 . AS 38 .05 .083 is repealed and reenacted to read:
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Sec. 38 .05 .083 . A QUA T IC  FA RM IN G  AND  H A TC H ER Y  S IT E  LEA SES ,
(a ) The commissioner may o ffe r to the public fo r lease at public auction under 
AS 38 .0 5 .0 7 5  or by negotiation under AS 38 .05 .070  a site fo r aquatic farm ing or 
related hatchery operations. Before a final decision to issue or renew a lease under 
this section, the commissioner shall give notice and allow  opportunity fo r comment in 
accordance with AS 38 .05 .945 , and may hold a hearing to take testimony. B e fo re  a 
fina l decision to issue o r renew a lease under this section, the comm issioner shall 
consider a ll relevant comment or testimony submitted under this section, AS 38 .05 .945 , 
o r 38 .05 .946 .

(b ) The commissioner, fo r good cause, may deny an application fo r issuance 
o r renewal o f a lease under this section, but shall provide the applicant with written 
findings that explain the reasons for the denial.

(c ) A site may be leased under this section fo r not less than the appraised fair 
market value o f the lease. The value o f the lease shall be reappraised every five years.

(d ) A lease under this section may be assigned, but if the assignee changes the 
use o f  the site the lease reverts to the state.

(e ) Be fore entering into a lease under this section, the comm issioner shall 
require the lessee to post a performance bond or provide other security to cover the 
costs to the department o f restoring the leased site in the event the lessee abandons the 
site.

( f )  The commissioner shall adopt regulations establishing criteria fo r the 
approval o r denial o f leases under this section and fo r lim iting the number o f  sites fo r 
which leases may be issued in an area in order to protect the environment and natural 
resources o f  the area. The regulations must provide fo r the consideration o f  upland 
management policies and whether the proposed use o f a site is compatible with the 
traditional and existing uses o f the area in which the site is located.

* Sec. 28. AS 38 .05 .090  is repealed and reenacted to read:
Sec. 38 .05 .090 . REM O VA L OR REVERS IO N  OF IM PRO VEM EN TS  UPO N  

T E R M IN A T IO N  OF LEASES , (a ) Unless otherwise agreed to in writing by the 
comm issioner, a lessee shall remove from  a form er leasehold

(1 ) a ll personal property, including above-ground and below -ground
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tanks, transportable buildings, equipment, machinery, tools, and other goods, not 
belonging to the state, within 30 days after termination o f the lease; and

(2 ) a ll buildings and fixtures, including gravel pads, foundations, and 
slabs, not belonging to the state, within 60 days after termination o f  the lease.

(b ) Unless otherwise agreed to in writing by the commissioner, the lessee shall 
restore the leasehold to a good and marketable condition, acceptable to the 
comm issioner, within 120 days after termination o f  the lease.

(c ) I f  the lessee does not remove personal property, buildings, and fixtures as 
required within the time specified under (a) o f  this section, title to the personal 
property, buildings, and fixtures that remain automatically vests in die state unless the 
comm issioner elects to remove and dispose o f the remaining personal property, 
buildings, and fixtures o f the lessee. The commissioner may assess upon the lessee 
the cost o f  removing and disposing o f  personal property, buildings, and fixtures 
remaining upon the land.

(d ) I f  the lessee does not restore the land within the time period specified 
under (b ) o f  this section, the commissioner may have the land restored and assess the 
costs upon the lessee.

(e ) As pan o f a lease agreement, and in order to protect the public interest, the 
commissioner may require terms fo r removal or reversion o f  improvements additional 
to those specified in (a ) - (d ) o f  this section.

( 0  Private residential improvements o f a lessee that have become fixtures o f 
the land and that are not removed by that lessee upon termination o f the lease shall be 
purchased by the subsequent purchaser o f the land i f  the improvements were 
authorized in the form er lease or by permit from the (L ec to r and i f  they have a net 
value o f  more than 510 ,000 . The net value is the value o f  the improvements as 
determined by an appraisal approved by the commissioner, less a ll rents due the 
department, a ll costs o f  restoration under (d ) o f this section, and a ll department 
expenses estimated to be incurred in making the sale. After termination o f the form er 
lessee's lease, and at additional times as determined necessary by the commissioner, 
the value o f  the authorized residential fixtures shall be determined by an independent 
appraisal made at the cost o f  the former lessee. A notice o r o ffe r by the state to sell
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1 fo rm erly  leased land under this subsection must state (1 ) the appraised value o f 
authorized residential fixtures remaining on the land that must be purchased, and (2 ) 
that that cost is included in the purchase price. Out o f  the proceeds o f the sale, the 
department shall pay to the form er lessee the appraised value o f the residential 
improvements, less a ll rents due the department, all costs o f  restoration due the 
department under (d ) o f  this section, and a ll department expenses incurred in making 
the sale.

(g ) Personal property described in (c ) o f this section is not subject to AS 34.45 
(U n ifo rm  Unclaimed Property Act).

* Sec. 29 . AS 38 .05 .1 30  is amended to read:
Sec. 38 .05 .130 . DAM AGES .AND POST ING  OF BOND . Except fo r  en trv

to post m ining location corners under AS 38 .05 .195 . 38 .05 .205 , o r  38 .05 .245 . rights 
[R IG H TS ] may not be exercised by the state, its lessees, successors or assigns under 
the reservation as set out in AS 38 .05 .125  until the state, its lessees, successors, o r 
assigns make provision to pay the owner o f  the land fu ll payment fo r a ll damages 
sustained by the owner, by reason o f  entering upon the land. I f  the owner fo r any 
cause refuses or neglects to settle the damages, the state, its lessees, successors, 
assigns, o r an applicant for a lease or contract from  the state fo r the purpose o f 
prospecting fo r valuable minerals, or option, contract or lease fo r mining coal o r lease 
fo r extracting geothermal resources, petroieun^ or natural gas, may enter upon the land 
in the exercise o f  the reserved rights after posting a surety bond determined by the 
director, after notice and an opportunity to be heard, to be sufficient as to form , 
amount, and security to secure to the owner payment fo r damages, and may institute 
legal proceedings in a court where the land is located, as may be necessary to 
determine the damages that [W H IC H ] the owner may suffer.

* Sec. 30 . AS 38 .05 .131 (a ) is amended to read:
(a ) Unless specifically provided otherwise in AS 38 .05 .132  - 38 .05 .134 , the 

provisions o f  AS 38 .05 .005  - 3 8 .05 .0 37  [AS 38 .05 .005 - 3 8 .05 .040 ], 3 8 .0 5 .1 4 0 (f) , 
3 8 .0 5 .ISO, 38 .05 .182  - 38 .05 .184 , and 38 .05 .920  - 38 .05 .990 apply to the issuance o f  
o il and gas exploration licenses and leases under AS 38 .05 .132  - 38 .05 .134 .

* Sec. 31 . AS 38 .05 .1 85 (a ) is amended to read:
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(a ) The acquisition and continuance o f rights in and to deposits on state land 
o f  minerals, which on January 3, 1959, were subject to location under the mining laws 
o f  the United States, shall be governed by AS .38.05.185 - 38 .05 .275 . Nothing in 
AS 38 .05 .185  - 38 .05 .275 affects the law pertaining to the acquisition o f rights to 
m ineral deposits owned by any other person or government. The director, with the 
approval o f the commissioner, shall determine that land from  which mineral deposits 
may be mined only under lease, and, subject to the lim itations o f  AS 38 .05 .300 , that 
land that shall be closed to location under AS 38 .05 .185  - 38 .05 .275  [M IN IN G ]. 
State land may not be closed to [M IN ING  OR  M IN E R A L ] location under 
AS 38 .05 .1 85  - 38 .05 .275  except as provided in AS 38 .0 5 .3 0 0  and unless the 
comm issioner makes a finding that mining would be incompatible with significant 
surface uses on the state land. State land may not be restricted to mining under lease 
unless the commissioner determines that potential use conflicts on the state land 
require that mining be allowed only under written leases issued under AS 38 .05 .205  
or the commissioner has determined that the land was mineral in character at the time 
o f state selection. The determinations required under this subsection shall be made in 
compliance with land classification orders and land use plans developed under 
AS 38 .05 .300 .

* Sec. 32 . AS 38 .05 .190 (a ) is amended to read:
(a ) The right to acquire exploration and mining rights under AS 38 .05 .185  - 

38 .05 .275  may be acquired or held on ly by
(1 ) citizens o f  the United States at least 18 years o f  age;
(2 ) legal guardians or trustees o f citizens o f  the United States under 18 

years o f  age on behalf o f  the citizens;
(3 ) persons at least 18 years o f age who have declared their intention 

to become citizens o f  the United States;
(4 ) [A L IEN S  AT LEA ST  18 YEA RS O F A GE  IF  TH E  LA W S OF 

T H E IR  C O U N TR Y  G RAN T  L IK E  PR IV ILEG ES  TO  C IT IZEN S  O F THE  U N ITED  
STA TES ;

(5 ) ] corporations organized under the laws o f  the United States o r o f 
any state or territory o f  the United States and qualified to do business in this state [,
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E X C E PT  TH A T  EF M O RE  THAN  50 PERCENT OF TH E  ST O C K  OF A 
C O R PO R A T IO N  IS O W N ED  OR CO N TRO LLED  B Y  A L IEN S W H O  A RE  NOT 
Q U A L IF IE D , THE CORPORA T ION  IS NOT Q UA L IF IED  TO  A CQ U IRE  O R  H OLD  
TH E  R IG H T S ];

(5) [ (6 )] associations o f persons described in Cl) - (4 ) [(1 ) - (5 ) ] o f  this
subsection.

* Sec. 33 . AS 38 .05 .211 (d ) is repealed and reenacted to read:
(d ) The rental amount established under this section shall be revised by the 

com m issioner as provided in this section based on changes in the Consumer Price 
Index fo r a ll urban consumers, Anchorage Metropolitan Area (Sem i-Annual Average) 
com piled by the Bureau o f Labor Statistics, United States Department o f Labor, as 
revised, rebased or replaced by that bureau. The reference base index is the index for 
January - June, 1989, as revised or rebased by that bureau. The rental amount shall 
be revised by the commissioner i f  the change between the index fo r the first six 
months o f  the current year and the most recent index used to revise the rental, o r the 
reference base index i f the rental amount has never been revised, equals o r exceeds $5. 
The rental amount shall be increased or decreased, as appropriate, by an amount equal 
to the change in the index described in this subsection rounded to the nearest whole 
$5 unit. The commissioner shall calculate the change in the index annually and, i f  the 
rental amount must be revised, shall adopt a regulation establishing the revised rental 
amount. A  revised rental amount applies to a rental payment if the regulation 
establishing the revised rental amount took effect at least 90  days before the date the 
rental payment is due.

* Sec. 34 . AS 38 .05 .255  is amended to read:
Sec. 38 .05 .255 . SURFA CE  USE OF LA N D  OR W A TER . Surface uses o f 

land o r water included within mining properties by owners o f  those properties shall be 
lim ited to those necessary fo r the prospecting for, extraction o f, c r basic processing o f 
m ineral deposits and shall be subject to reasonable concurrent uses. Leases 
[P E R M IT S ] fo r m illsites and tailings disposal may be issued [G RA N TED ] by the 
director. The leases [P ERM IT S ] shall be conditioned upon payment o f  a reasonable 
annua l ren t [CHARGE ] for the lease [USE ] and restriction to [CO N T INUA NCE OF]
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the lim ited use. Timber from  land open to mining without lease, except timberland, 
may be used by a mining claimant or prospecting site locator fo r the mining or 
development o f the location or adjacent claims under common ownership. On other 
land, timber may be acquired as provided in this chapter. Use o f water shall be made 
in accordance with AS 46.15.

*  Sec. 35 . AS 38 .05 .255  is amended by adding a new subsection to read:
(b ) A lease issued under this section is exempt from  the provisions o f 

AS 3&.Q5.0~'5 - 38 .05 .080 . The commissioner, by regulation, shall establish 
appropriate leasing procedures and annual rent amounts fo r leases under this section.

* Sec. 3 6 . AS 38 .05 .265  is amended to read:
Sec. 38.05 .265 . ABANDONM ENT. Failure to properly record a certificate o f 

location or a statement o f annual labor, [F ILE  W ITH  THE D IR EC TO R  W ITH IN  THE 
T IM E  PR E SC R IB E D  A LEASE APPLICATION ,] pay any required annual rental, pay 
any required production royalty, o r keep location boundaries c learly marked as 
required by AS 38 .05 .185  - 38.05.275 and by regulations adopted under these sections 
constitutes abandonment o f  a ll rights acquired under the mining claim , leasehold 
location, lease, o r site involved, and the claim , location, lease, or site is subject to 
relocation by others. A locator or claimant o f an abandoned location or a successor 
in interest may not relocate the location until one year after abandonment. A statement 
o f  annual labor that does not accurately set out the essential facts is void and o f  no 
effect. I f  an annual rental or a royalty payment is deficient but is otherwise timely 
paid, abandonment does not result i f  fu ll payment is made within

(1 ) the period prescribed by a deficiency notice from the commissioner:
o r

(2 ) 30 days after a final judgment establishing the amount due i f the 
deficiency amount due was contested.

* Sec. 37 . AS 38 .05 is amende d by adding a new section to read:
A R T IC LE  12A. REM O TE  RECREA T IO N A L CA B IN  S ITE  SALES A ND  LEASES .

Sec. 38 .05 .600 . REM OTE RECREA T IO N A L CA B IN  S ITES , (a ) The 
comm issioner may provide fo r the sale or lease o f  state land fo r remote recreational 
cabin sites in areas o f  the state with dispersed populations i f  the land is classified fo r
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that purpose under the procedures required by AS 38 .05 .300  and 38 .05 .945 . Sales 
under this section shall be at fair market value and the purchaser shall reimburse the 
state fo r the appraisal, survey, and platting costs for the recreational cabin site.

(b ) The annual fee fo r a remote recreational cabin site lease shall be set by the 
comm issioner so as to ensure that the state receives a fair return fo r the use granted 
by the lease fo r the term o f the lease. The commissioner shall establish regulations 
that specify the application procedures for and the terms and conditions o f a remote 
recreational cabin site lease. A lease must be for a term o f not more than five years, 
and may be renewed fo r one additional five-year period. At any time during the lease, 
the lessee may purchase the remote recreational cabin site by having the site appraised 
and surveyed in a manner acceptable to the department and by paying to the state the 
fa ir market value fo r the site. The lease may not be assigned by the original lessee 
during the term o f the lease.

(c ) A remote recreational cabin site lease rnay be terminated by the 
commissioner before the expiration o f the term o f the lease i f a permittee fails to use 
the land under lease in the manner required by the terms o f  the lease. A fter 
termination o f a remote recreational cabin site lease, improvements or personal 
property on the land subject to the lease shall be managed in the same manner as 
required by AS 38 .05 .090 .

* Sec. 38 . AS 38 .05 .810 (a ) is amended to read:
(a ) Except as otherwise provided in AS 38 .05 .183 (h ), the £1) lease, sale, or 

other disposal o f state land or resources may be made to a btate o r federal agency or 
po litica l subdivision, {2 }  [THE ] lease, sale, o r disposal o f coal deposits suitable for 
m ining may be made to a utility owned and operated by a government agency or 
nonprofit cooperative association organized to participate under the Federal Rural 
E lectrification Act fo r the purpose o f generating electric power and energy o r the 
production o f process steam, or both, £3} [O R  THE] sale or other disposal o f state land 
may be made to a tax-exempt, nonprofit corporation, association, club, o r society 
organized and operated exclusively for the management o f a cemetery o r a solid waste 
facility , o r  (41 sale o r  o th e r disposal o f land within a state subdivision m av be 
made to that subdivision's nonpro fit, tax-exempt homeowners' association, fo r less
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than the appraised value as determined by the director and approved by the 
comm issioner to be fair and proper and in the best interests o f the public, with due 
consideration given to the nature o f the public services o r function rendered by the 
app lican t [A GENCY , SU B D IV IS IO N , TA X -EX EM PT , N O N PRO F IT  
CO RPO RA T IO N , A SSOC IAT ION , C LU B , O R  SO C IE T Y , O R  U T IL IT Y  M A K IN G  
A PPL IC A T IO N ], and o f the terms o f the grant under which the land was acquired by 
the state. The commissioner shall ensure, bv regulation, deed restriction, covenan t 
o r  otherw ise, that disposals o f land under this subsection serve a pub lic pu rpose 
and a re  in the public interest.

* Sec. 39. AS 38 .05 .850 (a ) is amended to -ead:
(a ) The director, without the prior approval o f the commissioner, may issue 

permits, rights-of-way or easements on state land fo r roads, trails, ditches, f.e ld 
gathering lines or transmission and distribution pipelines not subject to AS 38 .35 , 
telephone or electric transmission and distribution lines, log  storage, o il well d rilling 
sites and production facilities fo r the purposes o f  recovering minerals from  adjacent 
land under valid lease, and other sim ilar uses or improvements, or revocab le . 
nonexclusive perm its fo r the [L IM ITED ] personal o r  com m erc ia l use o r  rem ova l o f 
resources that the d irector has determined to be o f lim ited value [O F T IM BER  OR  
M A T E R IA LS ]. The commissioner, upon recommendation o f  the director, shall 
establish a reasonable rate or fee schedule to be charged fo r  these uses, subject to the 
exception fo r nonprofit cooperative associations specified in (b ) o f  this section. In the 
granting, suspension or revocation o f a permit or easement o f  land, the director shall 
give preference to that use o f the land which w ill be o f  greatest economic benefit to 
the state and the development o f its resources. However, first preference shall be 
granted to the upland owner for the use o f  a tract o f  tideland, o r tideland and 
contiguous submerge! land, which is seaward o f the upland property o f the upland 
owner and which is needed by the upland owner fo r any o f the purposes for which the 
use may be granted.

* Sec. 40 . AS 38 .05 .945 (a i is amended to read:
(a) This section establishes the requirements fo r notice given by the department 

fo r the fo llow ing actions:
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(1 ) classification or reclassification o f  state land under AS 38 .05 .3 00  
and the closing o f  land to mineral leasing or entry under AS 38 .05 .185 ;

(2 ) zoning o f land under applicable law;
(3 ) issuance o f a

(A ) prelim inary written finding under AS 3 8 .0 5 .0 3 5 (e )(5 )(A ) 
regarding the sale, lease, or disposal o f an interest in state land or resources fo r 
o il and gas subject to AS 38 .05 .180 (b );

(B ) final written finding under AS 3 8 .0 5 .0 3 5 (e )(5 )(B ) regarding 
the sale, lease, or disposal o f an interest in state land o r resources fo r o il and 
gas subject to AS 38.05 180(b );

(C ) written finding fo r the sale, lease, o r disposal o f  an interest 
in state land or resources under AS 38 .05 .035 (e )(6 );

(4 ) a competitive disposal o f  an interest in state land or resources after 
fina l decision under AS 3S.05 .035 (e );

(5 ) [A PU B L IC  H EA R IN G  U N D ER  AS 3 8 .0 5 .8 5 6 (b );
(6 )] a preliminary finding under AS 38 .05 .035 (e ) [A N D  38 .05 .855 (c )] 

concerning sites fo r aquatic farms and related hatcheries;
(6) [(7 )] a decision under AS 38.05.132 - 38 .05 .1 34  regarding the sale, 

lease, o r disposal o f  an interest in state land or resources.
* Sec. 41 . AS 38 .08 .030 (b ) is amended to read:

(b ) Fees fo r filing an application may not exceed $ 25  [S 10].
* Sec. 42 . AS 38 .08 .040 (a ) is amended to read:

(a ) An applicant meeting the qualifications fo r  homesite entry under 
AS 38 .08 .030 and selected under (f) o f this section shall be issued a revocable permit 
to occupy and improve the homesite in order to qualify fo r issuance o f  patent as 
provided in this chapter. The ho ld e r o f  a homesite en trv  pe rm it sha ll pav, in 
advance, an annual ren ta l fee o f  $100. [THE A PPL IC A T IO N  FEE  IS TH E  SO LE  
REN T  C H A RG EA BLE  ON THE PERM IT  FOR ITS D U R A T IO N .]

* Sec. 43 . AS 38 .08 .040  is amended by adding a new subsection to read:
( f )  I f  only one application fo r a homesite parcel is received, the commissioner 

shall o ffe r an entry permit fo r the parcel to the applicant provided the applicant is
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otherwise qualified. I f  more than one application is received fo r a parcel, the 
commissioner shall select by lottery the applicant who is entitled to receive the permit 
fo r  the parcel. The lottery shall be conducted under regulations adopted by the 
commissioner that are to the maximum extent practicable consistent with the provisions 
o f  AS 38 .05 .057  and the regulations adopted under that section.

* Sec. 44 . AS 38 .09 .010 (g ) is amended to read:
(g ) The commissioner may lim it the number o f persons permitted to ob ta in  

[S T A K E ] homestead entries within an area designated under (a ) o f this section by a 
lottery o f qualified applicants. [THE C O M M ISS IO N ER  M A Y  C O N D U C T  A 
L O T T E R Y  H ELD  U N D E R  TH IS  SUBSEC T IO N  IN  TH E  C O M M U N IT Y  TH A T  IS 
C LO SEST  TO  TH E  AREA DES IG NA TED  FOR H OM ESTEA D  E N T R Y . TH E  
C O M M ISS IO N E R  M A Y  R E Q U IRE  THAT EACH PA RT IC IPA N T  IN  TH E  
L O T T E R Y  BE  PRESEN T  UNLESS ATTENDA NCE AT THE L O T T E R Y  IS 
P R E V E N T E D  B Y

(1 ) M ED IC A L  REASONS, A TTEN DA NCE  AT SC H O O L , O R  
M IL IT A R Y  SE R V IC E  O U TS ID E  THE STATE ; O R

(2 ) A M A N DA TO RY , U N A V O ID A B LE  EM PLO Y M E N T  
C O M M ITM EN T  DETERM IN ED  V A L ID  B Y  THE CO M M ISS IO NER  BEFO RE  THE 
SA LE .]

* Sec. 45 . AS 38 .09 .0 30 (a ) is amended to read:
(a ) An applicant fo r a homestead entry permit shall

(1 ) submit p roo f acceptable to the commissioner that the applicant is 
at least 18 years o f  age and has been a resident o f  the state fo r not less than one year 
immediately before the date o f application; and

(2 ) pay a fee o f  55 per acre according to the description provided by 
the applicant i f  the en trv  is on land classified a g ric u ltu ra l, o r  $20 pe r ac re  i f  the 
en try  is on land  not classified ag ric u ltu ra l;

(3 ) agree to comply with the requirements o f  AS 38 .09 .050  [;
(4 ) C E R T IF Y  THAT THE CO RN ERS OF THE LA N D  EN TE RED  

H A V E  BEEN  ST A K ED  AND THE BO U N D A R IE S  H A VE  BEEN  FLA G G ED ; O R
(5 ) A SSUM E FU LL  R E SPO N S IB IL IT Y  FO R  THE A C C U R A C Y  OF
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1 THE DESCR IPT IO N  OF THE LAND F ILE D  W ITH  THE CO M M ISS IO NER U N D ER
2 AS 38 .09 .020 (b )].
3  * Sec. 46. AS 38 .09 .050 (a ) is amended to read:
4  (a) The commissioner shall issue a patent to homestead entry land i f  the permit
5  holder
6 (1 ) e ither
7  (A ) resides and lives on the homestead entry land fo r not less
8 than 25 months within five years after the issuance o f the homestead entry
9 permit and re im burses the state fo r  the survey and p la tting o f  the

10 homestead pa rce l:
11 (B1 within five vears pavs the state the fa ir  m a rke t value o f
12 the homestead parcel at the time o f patent and reim burses the state fo r  the
13 su rvey and p la tting  o f the homestead pa rce l: o r
14 (C l pavs to the state the fa ir m arket value o f the homestead
15 parce l under the term s o f a con trac t under AS 38 .05 .065  to pu rchase the
16 pa rce l, entered into within five years o f  the issuance o f the p e rm it  and
17 reim burses the state fo r  the survey and p latting o f the parce l: unde r this
18 subpa rag raph , the fa ir  m arke t va lue o f  the homestead parce l sha ll be
19 determ ined as o f the date o f the con trac t: and
20  (2 ) [SUBM ITS  AN A L IQ U O T  PARTS D E SC R IPT IO N  O R
21 CO M PLETES AN  A PPRO V ED  SU R V E Y  OF TH E  LA N D  IN  AN A REA  W H ERE
22 TH E  C O M M ISS IO N ER  W A IVES THE REC TA N G U LA R  SU R V E Y  G R ID  W ITH IN
23 F IV E  YEA RS  A FTER  THE ISSUAN CE  OF TH E  PERM IT ;
24  (3 ) ERECTS A H A B ITA BLE , PERM A N ENT  D W E LL IN G  ON  THE
25 H O M ESTEA D  W IT H IN  THREE YEA RS  A FTER  TH E  ISSU A N C E  O F THE
26  H O M ESTEA D  E N T R Y  PERM IT ;
27  (4 ) BRUSH ES  THE B O U N D A R IE S  OF THE LA N D  NOT
28 D E S C R IB E D  B Y  A L IQ U O T  PARTS O R  AS A LO T  OF REC O RD  W IT H IN  90
29 D A Y S  A FTER  THE ISSUA N CE  OF TH E  PERM IT ;
30 (5 ) ] clears and either puts into production or prepares fo r cultivation
31 either 25 percent o f the land classified fo r agricultural use o r 50 percent o f the
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cropland soils, whichever is less, within five years after issuance o f  the permit.
* Sec. 47 . AS 38 .09 .050 (b ) is amended to read:

(b ) Nothing in this chapter prohibits a homestead entry permit ho lder from  
residing in a temporary dwelling on the homestead [BE FO RE  EREC T IO N  OF TH E  
PERM A N EN T  D W ELL IN G ],

* Sec. 48 . AS 38 .09 is amended by adding a new section to read:
Sec. 38.09.105. REM OVA L OF COND IT ION S ON REM OTE  PA RC EL  AND 

H O M ESTEA D  EN TRY  LA N D , (a ) The commissioner may not include the 
conditions o f former AS 38 .05 .078 (d ) in a remote parcel purchase contract issued on 
or after the effective date o f this section.

(b ) The commissioner shall amend a remote parcel o r homestead entry land 
purchase contract or patent issued before the effective date o f this section to remove 
the conditions o f former AS 38 .05 .07S (d ) o r former AS 38 .09 .050 (e ) i f  the holder o f  
the purchase contract o r patent

(1 ) requests the amendment;
(2 ) pays the reasonable administrative costs o f  the amendment as 

determined by the commissioner; and
(3 ) pays the difference, as established by the commissioner, between 

the land’s fa ir market value before the amendment and the estimated fa ir market value 
after the amendment.

* Sec. 49 . AS 38 .95 is amended by adding a new section to read:
A R T IC L E  7. NO O BL IG A T IO N  TO  PR O V ID E  SERV IC ES  TO  D ISPO SA LS  

O F  STA TE  LA N D ; NO L IM ITA T IO N  ON FU R TH ER  D ISPO SA LS .
Sec. 38 .95 .300 . D ISC LA IM E R  A PPL IC A BLE  TO  STA TE  D IS PO SA LS . 

Except as otherwise specifically provided, nothing in this title
(1 ) obligates the state to provide services to land that is disposed o f by 

the state, o r any grantee o f the state, o r is the subject o f any disposal program ;
(2 ) limits the authority o f  the state to dispose o f land o r any interest 

in land o r resources in the area o f the current disposal, provides any exclusive right 
o r interest in the area o f the disposal, or implies or requires that any disposals made 
w ill be lim ited in type or any other manner.
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* Sec. 50. AS 38 .04 .020 (c ), 38 .0 4 .0 20 (f), 3 8 .0 4 .0 2 0® , 3 8 .0 4 .0 2 0 (k ); 
AS 38 .05 .0 35 (e )(6 )(F ), 38 .05.040, 38.05 .057(g ), 38 .05 .057® , 38 .05 .079 , 38 .05 .207 , 38 .05 .855 ,
38 .05 .8 56 , 38 .05 .945 (g ), 38 .05 .946 (b ); AS 38 .08 .090 ; AS 38 .09 .0 10 (e ), 38 .09 .020 ,
3 8 .0 9 .0 4 0 (a )(2 ), 3 8 .0 9 .0 40 (a )(3 ), 38 .0 9 .040 (a )(4 ), 38 .09 .050 (d ), 3 8 .09 .0 50 (e ), 38 .09 .060 , 
38 .09 .0 70 , 38 .09 .090 , 38 .09 .900 (1 ), 3 8 .09 .9 00 (3 ), and 38 .09 .9 00 (4 ) are repealed.

* Sec. 51 . Notwithstanding AS 41 .21 .120  - 41 .21 .125 , within Township 10 North, Range 
1 East, Seward Meridian, the commissioner o f natural resources may

(1 ) convey a property interest in land to the A laska Railroad  Corporation fo r
the purpose o f  realigning the railroad in conjunction with the relocation o f the Seward
Highway, provided that the property interest conveyed must be equivalent to that conveyed 
to the state-owned railroad under 45 U .S .C . 1201 - 1214 (A laska Railroad T ransfer Act o f 
1982) and shall be held and managed by the A laska Railroad Corporation under AS 42 .40 ;

(2 ) grant a 300 foot wide highway easement to the Department o f
Transportation and Public Facilities fo r the relocated Seward H ighway;

(3 ) grant a 100 foot wide utility easement to Chugach Electric Association, 
Inc., fo r the relocation o f  the 115 k ilovo lt electric transmission line (Federal Power 
Commission project no. 2170 , AA -39417, and A D L  32417 ) and the electric distribution line 
(A -0 2 9 8 8 5 ) located within the Chugach State Park.

* Sec. 52. A disposal by the Department o f Natural Resources o f  a homesite under 
AS 38 .08 by lottery, on o r after July 6, 1984, and before the effective date o f  this section, is 
valid and effective, notwithstanding the fact that the disposal was by lottery, i f  the disposal 
otherwise complied with the requirements o f AS 38.08.

* Sec. 53 . A PP L IC A B IL IT Y . The change to the interest rate to be charged on contracts 
fo r the sale o f land under AS 38 .05 .065 , made by secs. 17 - 19 o f  this Act, applies to a ll 
contracts under AS 38 .05 .065 sent by the Department o f Natural Resources to purchasers fo r 
signature on o r after the effective date o f  secs. 17 - 19 o f this Act.

* Sec. 54 . RE;V ISOR'S IN STRUCT IO N . The amendments to AS 38 .0 5 .0 8 2 (b ), made by 
sec. 24 o f  this Act, do not affect the amendments made to that subsection by sec. 3, ch. 27 , 
SLA  1991, effective January 1, 1997. Unless amended or repealed by Act o f  the legislature 
after the effective date o f  this section, the amendments to AS 38 .0 5 .0 8 2 (b ), made by sec. 24  
o f this Act, continue in effect after the amendments made by sec. 3, ch. 27 , SLA  1991, take
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effect January 1, 1997.
* Sec. 55 . T R A N S IT IO N A L  PRO V IS IO N S : R E G U LA T IO N S , (a ) Notwithstanding 

sec. 56 o f  this Act, the Department o f Natural Resources may proceed to adopt regulations 
necessary to implement the changes made by this Act. The regulations take effect under 
AS 44 .62  (Administrative Procedure Act), but not before July 1, 1995.

(b ) To the extent they are consistent with AS 38 .08 , regulations governing the 
selection o f  applicants fo r homesite parcels under AS 38 .08 in effect on the effective date o f  
secs. 4 2  - 43 o f  this Act remain in effect notwithstanding the amendment to AS 38 .08 .0 40 , 
made by secs. 42 - 43  o f this Act, until the regulations are amended, repealed, o r superseded.

* Sec. 56 . Except fo r sec. 55 o f  this Act, this Act takes effect Ju ly I , 1995.
* Sec. 57 . Section 55 o f  this Act takes effect immediately under AS 01 .10 .0 70 (c ).
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