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Dept Affected Natural Resources 

BRU Resource Development

Component Land Development

Component Serial No. 431

O P ER A T IN O TX P EN D ITU R ES bYS7 PVM fY W P Y M p v e r PY02
P L R S 0 N X T  a t n v iC t s
TR A V EL
CO N TRACTU A L
S U P P L IE S
EQ UIPM EN T
LANO & S T R U C T U R ES
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M ISC ELLA N EO U S

U 5  5 58 5 58 S 58 5 28 5 16 :

1 1 0 0

T O T A L  O PERA TIN G 255 5 58 5 7b 5 28 5 ~ 7 S T 28 i ]
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ICm AnOE IN REV EN U ES ( ) (50 3)| (40 6 | 60 0)1 (8 1 2)1 i tOf 5 )| (121 3

FUNO SO U R C E (Thousand* of D o lla rs )
1002 Federal Receipt!
1003 G F Match
1004 G F
1005 GF/Program Racepti 
1000 GF/MHTIA
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1
” 1

“ 58 5 58 5 26 5 2s b ;«  i l
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TO TAL 7 8 T T a T 28 5 2s 5 56 5 2fi 5
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PART-TIM E 1 1 1 1 1 I I
TEM PO RARY 0 0 0 0 0 01
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T h e  loss of revenue. wh*ch assum es no roftnanang w«t be aKowod. a  pafta lly  a result of roduang the cunent knto*«l 

ra lo  from 1 2 . j %  10 OH.

P e r Section 9 of the bit Based upon the price p ad  to the State for the • 0flcuRi/reJ va lu es only. the Stato +MI susta n 

lo sse s  rangtng from $0 to S3? 0 mtf'-on at the ftmo of eobdMieon. d e p e n d ^  on parbcpafton

Section 4 of the tali aiknvs for a p p e a l based on econom ics H H esOmated that approam atefy 2 5 H  of 475 land va n  
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«Cu‘d be appealed on econom ics. at a coal of aporoematafy 124C.apoeai

7ha y  of rortjnua wfveh assum es n o  reftnancsnQ wuj bo a .iow w j. n  parba •• a teau-1 of rcducr>g tho current antorest 

rata f r o m  12 5 %  to  8 %
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POSITIONS
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S T A T E  O F  A L A S K A  
1 9 9 6  L E G IS L A T IV E
Revision Data __________________________________________________

Tftlo An Act rtilting  to land uso for agricultural
purposos and to state land classified for agricultural purposes
Sponsor Senator Green_____________________________
Requestor Senate Finance___________________________

F I S C A L  N O T E
BILL NO. CSSB162|FIN|

Dept Affected Natural Resources 
DRU Resource Ooyoloprr
Component Land Oerelopment

Component Serial No. 431

OPERA TINO'EXPENOITURES rvu7 ■ F75* r 155 FYO' r Y o r T 7 0 : _ -■
PfR 'SONATSE RVICE 5
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

loo 3 0 3 0
s o 0 5 “ 7T3

TOTAL OPERATING 1 3 7 3 3 5 3 5 0 0 0 0 073
fOAPfTAL~EXPENDrTURE3~ T T P f o o f TTC1

fCRANOE'IN 'nEVENUES (' j  | 7373T 001 TTHT T T P f 001 2 3

FUND SOURCE (Thousands of Dorians)
1002 Fedoral Rece<pts
1003 GF Match
1004 GF
1005 GF/Program  Recepts 
1009 GF/MMTIA
Other

T57S 3 5 3 5

TOTAL TSTJ 3 5 3’ 5 7T0 0 0 o c
Estim ate of any current year (FYM ) cost: $ 

POSITIONS

none

1-W.L-TIMfc 0 0 0 71 b 0
PART-TlMr ’ r \ 0
TEMPORARY ti ~ U “ 73 0 0 ~ n

AN ALYSIS: (A.*ach • K n fV t  pep* t ntcesaao)

Sections 12 & 13 roouj/o the department to issue new convc m ce documents to 230 o m tng  patont hotdors The W l. 

as am ended, roquaes the land owner to apply and to provrio the dopartmont wsth proof of ownership This fiscal nolo 

wsl enab*e the department to attempt to nobfy all known ombng patent hotdors by maW and to publish display eds at 

least tw*cc #r Dolta. Faabanks. Palm er and Anchor ape W e wsil also develop a fact sheet of what vmU bo roqutfed Tho 

personal services costs will cover the costs of vonfysng tale and to issue the new conveyance documents We 

anbopato tho majority of Use appfcCAbon* to bo recerred during the ftrst year w«h a smaller number corrvng r .  over the 
noit two yo a ri

jane  Anew*
T O m m

Prepared by

OesMA _ _ _ _ _ _
Approved py Comrrvssonep^7

Agency

~ 7 r "Tihone"
Date

Date
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Title An Act relating to land m e  for agricultural__________ BRU; Resourco Development____________
purpose* and to state land dessifiod for agncuttural purposos________ Component: Land Development________________
Sponsor Senator Green__________________________________________  _________________________________________

Requestor. Senate Rules/Senate Finance_____________________ Com ponen t Se ria l No. ___________ 431______
f:»penditurei/Ravenues    (Thousands o f Dollars)________________________

F I S C A L  N O T E
STATE O F  A L A S K A  BILL NO. CSSB162(FIN)

r0 PE RA T IN 0TX PE N D ITU H t3 f-Y 9 f ■ P758' FYSnr FYM F V01 FY02 '
P E R 5 0 f iA l S e r VIc E s 10 0 3 0 3 o
TRAVEL
CONTRACTUAL 0 5 0 5
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

[TOTAL OPERATING TST! 3 5 T 5 “ T O 0 0 0 0

[CAPITAL EXPENDITURES | 0G | 0 0 0  0 | 0  0 |

|Cfi»VrtUt IN HL /fcNUES t ) j Cr M |  J  J, j  wj C u i OCJ C

FUND SOURCE (Thousands o f Dollars)
Fad t'a i Recc<ptc

1003 GF Match
1004 CF ' 3 i 3T>
10C5 OF/Program  Rocep ts i1C06 GF.VHTlA I

"Other
'TOTAL W flj 3 5 Ofi U  0

Estimate o f any cu rren t year (TY96) co s t : S none

POSITIONS
”  utl- i i Ve- Ei 0 - n
PART-TIME ! |  \ i 0
TEMPORARY "flt 0 0 d

ANALYSIS: (A&»cn a M e a n  ft

S c c son t 12 & 13 tequ-m tho departm ent to li»ue  new conveyance docum en t* to 230 cm en g  patent ho lde rs  Tho Wl. 
a* am ended , regu-re* tho land ownor to appfy ary j Jo prov>do tho depa rtm on t w lh  p roo f c f ow nersh ip  Thi* H e a l no lo  
wit c n a t io  tho d ep a rtm en f lo  attempt to notify a ll known eusAng patent ho dors try ma4 and to p u b tth  dnptay ad s at 
Ic a t f twice in D oh a . Fa irbanks. P a lm e r and Anchcrago W o  w  I a lt o  d eve lop  a fact sheet o f what w*Jl b<* roquaod  Tho 
persona l se rv ices costs w it cover t».e costs  o f v e rV n g  W e and to n.tue the new conveyance d o cu m on ti W o 
arscipato tho m a jon ty  o f the appbeason* to bo rccMred dunng the IWst y e a i. v.'th a sm a-irr num ber c o n in g  a* ove r the 
nest two y ea rs

try . i im  A/>g. ■ *7,
T T lt V TLand

Approved by Com rrvt 

A^ncy

"Trvfl?*
Data

/ 6  i + * »  r s r s . k    _  Cot#
•i Resource* ,  7 7  f 7

•-Foft-M

 y ~

PREPARER TO PROVIDE ALL 0«STH MUTK>N COPIES TO OOVt RNOR-J ICOISIATIVE OFFICE
For h r  e-s ir^vton  ca l tho 0 < M 'W »  lo g  O "co

t it iM . t t w i  *>r* i *r *
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Reviuon Date _________ 9-Fet>-&6_________________________
Titlo An Act relating to land used for agricultural
purpotM and to t la la  lano c latt'fiod for agricultural purpose*
Spontor. Senator Green_____________________________
Requostor

STATE O F  A L A S K A

F I S C A L  N O T E
BILL NO. CSSB162(FIN)

Dept Affected Natural Rotourco* 
BRU. Agricultural Development
Component. Agricultural Development

Senate Rules/Senate Finance Com ponent Seria l No. 455

ELrpendituret/Revenuo*
OPERATfNCTEXPENDITURES ' F 787 FV90 E"VSr9 FY00 - ~ r r ,o v  ■ FV02
PLR50NAL"3LHVICbi> 2 3 1 t f  4 n  4 " 1 1 4 “ TT"4 11.4
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 4 STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 2d 5 1! 4 I f  4 “ 1  f - l 11 4 I f  4

[CAPITAL EXPENDITURES 0 01 0  01 0  0 |

CHANGE IN REVENUES (1 005 ) | 1 1 1 1 1

FUND SOURCE (Thou iandt o f Cottars)
IGG2 Federai Rece pt*
t0 0 3G F  Match
t0G4GF '28't T f l'5 26 5 ~ 7 8 1 23 5 2 3 1
1005 G f/P rog ram  R ic e  pt*
I oca GF/WMTIA
Other
TOTAL 2d 5 2 5 1 29 5 26 5 ” 35T i ” 1 5 1

Eetimate o f any curren t year (FY M ) co»t: i No*e ant-opaled

POSITIONS
H JU .f lU fc 0 0 3 " 0 0
PART-TIME “  i 1 1 t
TEMPORARY 0 “ 3 “ 3

ANALYSIS: (A S aen a m o * * #  pap# •

Section 4 o f tho W l a llow s lo r appoah : b a te d  on  e c on om cs  It r» oa tm a ted  that app ro itm ato fy  2 5%  o f 4 7 5  land  ta le *  
would bo app ea led  on  oconom>cs the first year, at * O S  *i future yea rs , at a c oU  o f a p p ro p r ia te ly  5240 /appea l

Under tho a u u m p tc n  that th s  Icgdtabon it  not le 'Joac tvo  thore  writ bo no lo t s  o f revenue duo  to Interest rate 
change*

Capered Py
Drwton
A p p e . w l  P y  C o n v r u n

Agency TJii

j a r  KerttJe
Agncuture / S .  - W l

* evtrut c« »_______ / /

/
Cate
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Revision Del©:  24-J«n-9fl_______________________________  Dep l Affected Natural Rosourcet___________________
Title: An Act relating to land used for agricultural BRU . Agricultural Development_____________
purposes and to state land classified for agricultural purposes Component: Agricultural Development_____________
S p o n io r Senator Green__________________________________ ______________________________________________________
Requestor________ __________________________________________________C om ponen t Se ria l No. ___________ 455________
Expendttures/Rovenues________________________________________________ (Thousands o f Dollars)________________________

F I S C A L  N O T E
S T A T E  O F  A L A S K A  BILL NO. CSSB162(vor K)

OPERATING "EXPENDITURES PV67 “ F Y f l f l" ' -  FY59 F700 f Yo i f V'02
PERSOITATSERVrCES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 4  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

28 5 IT  4 I t  4 IT  4 11”4 '  t !  4

n
TO i A C O p e r a t INo 26 5 " T 1  4 " I t  4 i t .4 It  4 i t  i\

i :  j-« n ,• ‘J .E y .P E .* :c iTU rtSS  1 t t* !  '7 t0 | P-M Oj 0 P |  " d f l l  

[CHANGE. IN RtV fcNUfcS (1 0 0 5 ) j 1 "1 1 " " T  1 " 1  

FUND SO URCE  (Thousands o f Dol'ars)
'0 0 2  Federal Hecc-pts
1003 G f  Match
1004 GP
1005 GF/Program  Receipts 
lOOOGFfMHTIA
Ctner

" j
2 e  5 2b 5 20 5 ~~7B h 20~5 I E  aa v  e l

1
TO t a L ~~2B 5 23 5 ~ 2b  5 2 3  5 2e i ifa  o\
Estim ate o f  any  cu rren t yoa r (FYM ) cost S None a rbcoa tod

POSITIONS
T u IU T T W r-
PART-TIME
TEMPORARY

A N ALYSIS :

Section 4 o f tho fc»ll a llow * lot app ea ls  b ased  on  econom ics It a  e s tm a te d  that ap p room a to ly  2 5%  o f 4 7 5  land s a le s  
w ould bo a p p e a le d  on c c o n om c s  tho f-rst yea r, at 10%  in fu tu re y e a rs , at a cost o f ap p roum a te ly  S24 (V appca l

P e r Soctw n 9 o f the t>H: B ased  upon the pneo p ad  to (he S ta te  fo r tho agricu ltu ra l v a lu e s  on ly , the State will sustain 
losses rang ing from  SO to S 32  0  rroiUon at die tm e  o f tu b d l.ru o n . depend ing  on  p a r je p aoon .

U nder tho ossum pbon  that this legislation a  not ret/oactNo. th e ro  will b o  no  lo ss  o f revenue duo lo  interest rate 
changes.
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C M t m n io n t r N M  For furtierantntoubon edcrm*t>onca«tne Governor’stegistatrveCffic* * •• '



1 9 9 6  L E G I S L A T IV E  S E S S IO N
Revision Data: ___________24-Jan-96_______________________
Title; An Act relating to land use for agricultural
purposes and to state land classified for agricultural purposes
Sponsor Senator Green_____________________________
Requestor __________________________________________

STA T E  O F  A L A S K A

F I S C A L  N O T E
BILL NO. CSSB162(vor «L

Dept Affected Natural Rosourcot 
BRU: Resource Development
Com ponent Land Development

Eioend.turos/Revenues

C om ponen t Se ria l No. 
(Thousands o f Dollars!

431

■O'PERATING'EXPENDITURES "FYG7 ' FYBfl "FVS5 FYOO FY01 ~ Y 0 2  1
PERSONAL' 5E H 7 rC b 5
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 4  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

103 4 !
□

130 0 1

TOTAL OPERATING 242 4 DO 0 0 “ (TO 0 0 0. J

rCAPITAL~EXPEMDiTUHE5 W T j T WT i f u Of

|«InMr»oC (n  R c v c i ru c S  ( 1 u d | U 0 | « w J  J I

FUND SOURCE (Thousands o f Dollars)
1C02 Federal Receipts
1003 GF Match 1
1004 GF 242 4
1005 GF/Program  Recn pts
1000 GF/WMTIA
Other
TOTAL -------  ' ' ^ 7 4 2  4 0 0 “ T O 3 0 D o 0 u
Estim ato o f  any cu rren t year (F Y M ) co st; i 
POSITIONS

none

t  LLL- ■ W c 1 0 0 0 0 01
PA«r.TiM E 2 ” 0 U ~ 3 0

0TEMPORARY 0 V ~U 0 0 H J ]

ANALYSIS: * (ASacn •  M r v y «  p«9 * 4 r « < a * M r»

Section 12 4  13 a rc  estim ated to cost $ 2 4 2  4 to im p lem ent 
S e e  attached fo r cost b reakdow n

'W 5 1 3 5 T
T T T T T W

P-ecarea ey jen«Angv'» ’y t w & v s ' / Y ,
D*v»s*c« ‘ 1Lana
Apprjred  Comm s ic r e r  . .

Natural Resources
Date J4v.*n.&<9

Agency

PWtPAMLR TO PROVIDE A LL  OcSTRlOUTtON C O PIES  TO G O VERN O R'S LEOrSLATfVE OFF >CE
For fur.her C/iirtrut«on Mfemustiofl c*e the Governor's le g s  at ve C ^ ce

n J iU t  i n .  * *  * ** *



Attachment to CSSB162 1/24/96 
Land Development component

Staff would develop data base of all ag interest only patents, legal descriptions and name and 
address of patentees. Then contract the private sector: Title companies and attorneys to 
determine the current owner of the land, providing stafT with an abstract of title/litigation report 
documenting the complete chain of title since the State patent was issued, including a diligent 
search of lirns, judgements and tax assessors records. Upon receipt of report determining the 
current owner on the effective date of the bill, staff would issue a document conveying the 
remaining land estate interest. An application fee of S500.00 could be charged to help defray 
the administrative costs which could provide SI 15.0 
Process for Fiscal Impact:

I Determine all agricultural patents with legal descriptions issued by the State and 
make copies of documents - approximately 230 patents

A Create a data base and spreadsheet for tracking individual patents and 
legal descriptions
B. Create hard copy file of patents Process will take approximately six 
weeks.
NROI S4 6 per month x 1.5 $6.9
Admin Clerk S3 1 per month x 1.5 $4 65
Computers/software and 2 hookups (eh 4500 S 9 0

~Total S20 55
2. Develop bid package and contract for private sector title industry to determine 
curTcr.t owner for the 230 Ag patents - time frame 3 weeks

NRMI $6 0 per month x .75 $4 5
Admin Clerk $3 I per month x.5 $1 55

Total SO 05
3 Contract :o private sector to do title work

A Title Abstract/Litigation Report plus ail backup documents to determine 
current owner - copy of current owners title document with recording 
information Abstract runs from date ag patent is issued from the State until 
current
B Since this is a non-mandatory recordation state-check against tax assessors 
records as to who is current owner and identify any differences 
C Check for liens, partnerships, security interests, etc 
Assumptions - one-half of ongtnal patents have one or more owners from the 
date of issuance, sale, bankruptcy, foreclosure, div orce, death, (heirs, etc ) 

Average cost for multi-owner parcels - $850 00 per patent
One owner $ 250 x 115 patents S28 75
Multi-owner S 850 x 115 patents $97 75

Total $1265
a Administering cortract • accepting litigation reports - review - four weeks



NRMI S6.0 per month x 1 month $6.0

5. Public notice of a disposal of interest - change of covenant. Statewide newspapers - 
publication costs. $3.5

6. Issue actual conveyance documents. Approximately 20 per week.
Contracts - NROI $4 6 per month x 6 mo. $27.6
Titles - NROI $4.6 per month x 6 mo. S27.6
Admin Clerk $3.1 per month x 6 mo $ 18.6
Review NRMI S6 0 per month x 1 mo $6.0

Total $79 8

TOTAL S242.4
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Revision Date; ______________9-F«t>-56__________________________

T.tle: An Ac: mating to land rs a  for agricultural
purposes and to stato land classified for agncultural purposes
Sconsot Saoator Green_____________________________
Reguestor Senate Rules/Senate Finance

STATE O F  A L A S K A

F I S C A L  N O T E
BILL NO. CSSB162(FIN)

Dept Affected Natural Resources
BHU: Resource Development
Component: Land Development

E'Cerdrtures/Revonues

Com ponen t Seria l No. 
(Thousands o f Dollars]

J31

oRERATINGTLXPENDITURES FV57 ' F rS fi F 73S  ' rVOO FV01 r r 102
F=R53NA iJ SERV ICES loO 3 o 3D
TRAVEL
CONTRACTUAL. ~ 5 0 d s 0  5
SUPPLIES
EQUIPMENT
LAND 4 STRUCTURES
GRANTS, CLAIMS
M SCELLANEOUS
TOTAL OPERATING IS  0 3 5 3  5 U  0 “ D D 0.0

ICAPITAL EXPENDITURES 0 0 1  0 0 1 0 0 o o  | 0  0 | o o |
|CH/u «vjC IN REVENUES ( J  J « 0 V W Wl w w o : ;

FUND SOURCE (Thousands c f Dollars)
1Cu2 Federal Receipts . . .  .  _ .  .

— . -I1CC3GF Match
1CC4 GF “ T 5D 3'5 3 5
’ CCS GF/Prcgram R ec rp ts
ICCdGFrWHTIA 1C*‘ «<
t O Ia L 15  oj 3 51 3 5 . - ~ D D o  0

Estimate o f any cu rren t year (FY 96 ) coa t: S non*

POSITIONS
TwLi.-i"tXfc u u l ' j l 0 ~~u

PART-TIME — r " 1 11
TEMPORARY 0 ~ a u j

ANALYSIS: ..AJteen « w ;#n  i

Secsons 12 4  13 roqu^e the d epo rtm en t to rsauo new conveyance docum on ts  to 2 3 0  e i» S o g  potent ho lde rs . The fc»U. 
as am ended . requ ires the l:.nd  ow ner to app ly and to peowdo tho dep a rtm en t wdh p ro o f o f ow nersh ip  Thu  fiscal noto 
wCI enablo tho departm en t to attempt lo  noefy at) known em fcng patont h o ld e rs  by m aJ and to pubtrsh disp lay ads at 
least %mco in D e lta . F a irb anks , P a lm e r and Anchorage W e will j l s o  d e v e lo p  a tact sheet o f what wsll be required Tho 
persona l servsces costs  wdl cove r the costa o f venfyvsg 5t!e and to issuo  the new  conveyance docum en ts W e  
anoo-pato the m ajority o f the appttca&cns to bo received during r̂&t yea r. with a sm a lle r n um be r com ing m over the 
r e d  two yea rs

’Prepared Vy .a n #  Ar^TiT
D m n y i L*nd X  Z r"

i w m r
T T t S W

Agenc,

Phene
Date

Data 7 Feo .50

P R fP A P L R  TO PROVIOC A LL DISTRIBUTION C O PIES TO GOVERNOR'S LEG IS LA T IV E  O fF lC L
Fee hjrthe* d.stnbvLon /iforrr\«ucn c«* the O o v t r W i  Leg » *tv» CrtVce 

CSUHAill t/VK '*t* » •* 3
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R i s t o n  Oat*: _________ 9 -F o t> -__________________________
Title An Act relating to land used for agricultural
purpose* and to state und  classified lo r agricultural purposes
Sponsor Senator Green_____________________________
Requestor

STATE O F  A L A S K A

F I S C A L  N O T E
BILL NO. CSSB162(FIN)

Cept Affected Natural Resources 
BRU: Agncultural Development
Component: Agncultural Oevelopmont

Senate Rules/Senate Fmanco
Enpenditures/Revenues

C om ponen t Seria l Nc. 

(Thousands of Dollars)

455

OPERATING EXPEN D ITURES '" FY9 / FVsS FVS9 f-YOO FVOI PY02
H ER5UNAC ffkHVTCt-S “ 28  5 " I f  4 TT.4 IT  4 ff .T " V 1 4
TRAVEL i
CCNTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
m is c e l l a n e o u s
t o t a l  O p e r a t in g “ I f f  s T !  4 m fT 4 I f  4 JT4

[c a p it a l  e x p e n d it u r e s  i o o i o o i  o o i  o o 0 0 | 0  0 |

IC.-iA.NGE IN REVENUE5 (1005 ) | 1 1 i
FUND SOURCE (Thousands o f Dollars)
1C-CQ recera i Receipts
tCC3 GP Match
1004 GP “ I T T “28T5 28 I 28 5 28 5 28 8
*C05 GF/Progrom Receipts
•005 GP/WMTIA
Other
TOTAL 28 5 28 5 28 5 — 2 8 1 28T ] 28 »

Estimate o f any cu rren t year (FY9« ) c o s t : S Ncrie anhcoafed

POSITIONS
FuL;.*i"M!h 0 3 3 (1w 3
p a.r 7 .t ;m e ri “ f t t 1
t e m p o r a r y 0 0 “ 0 0 U

ANALYSIS: (Asacn a »*t>arar* page r  r*c#«aar»

Secscn 4 o f tho bJi a llow s for a p p e a ls  base 1 on  econom ics tt a  etvt/nateo that app ro iem ntoV  2 5%  o f 4 7 0  land s a le s  
would ho ap p e a le d  on  econ om ic *  the first year, at 10%  m futuro y ea r* , at a cost o f app rom nn te ty  S240',appea l.

Under the aw um pO on that thrs iogsia& on  a  not re trc .ic tve  there Mil b o  no lo s s  o f revenuo  duo to interest rate 
change*.

Cy ,e y * e r r u a  C v e c s e p y ^ ^ r y  ______________
"Zgncviiuie ■>

t^rsi R e s o u r c e * 7 s 77

P'tcaree
C<won 
A ccrued fry Comrrvs

A j* r<y  fiat,

Fncn*
Date

Oete

-n s rrs s '

/
P R E P A R E R  TO PKO ViO E A LL  OlSTHlllUTtON CO PIES TO OO VCRN Ofc? LE O lS LA T lV E  O FFICE 

d U iD «  u i* M > S 4 0  For harthar j.»u»Cve*yi eihvmebon c*4 the Governor's I* ? * * !* * *  O ffke r*** • *• *
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Chcnoweih 

1/26/96

A M E N D  M  E N T

OFFERED IN THE SENATE 

TO: CSSB 162(RES)

1 Page 4, line 22:

2 Defete "shall*

3 I/iscn *may"

S E N A T E  F IN A N C E  
C O M M IT T E E  7  

A m endm en t H um to s r —* •  /  \
B ill N u m b T t ^ l S f l
S p o n s o r ____________
Lo g g sd  In B y : ^ A i  .____________

• I*
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Chcnoweih O / T lfr^ j
1/30/96

A M E N D M E N T

o n
p .

/ / n c . l* f

OFFERED IN THE SENATE 

TO: CSSB !62fRES)

Page 7. line 31. through page S. line 16: 

Delete all material and insert:

S E N A T E  F IN A N C E  
c o M M m E E  ^ 2 ^,

Am endm ent Num ber: 

B ill
S p o n s o r_________

L ogged  In B y : J j L

(odm en t N um  b e n ^ ^ - L y -  \
N um b
n s o r ________________ D e le : / - - 3 / ~ 7 ^

“• See. 12. CONVERSION OF DISPOSALS M A D E  UNDER AS 38.05.069(c) OR 

UNDER FORMER AS 38.05 321(a). (a) The provisions of AS 38.05.321(a). as amended 

by see. 9 of tins Act. apply to state land classified as agricultural land that, under 

AS 38.05.069(c) or under AS 38.05.321(a) before its amendment by see. 9 of this Act, was 

subject to the limitation of the conveyance of only the interest in the land that related to 

agricultural purposes and that was sold, leased, or disposed of by the state after August 15. 

1976. and before the effective date of this Act.

(b) When the owner of the rights for agncultural purposes in land described in this 

section applies to the Department of Natural Resources, the commissioner of natural resources 

shall issue a new instrument of conveyance for the land that conforms to AS 38 05.321(a) and 

(d). as amended and enacted by secs 9 and 11 of this Act. The commissioner of natural 

resources may issue a new- instrument of conveyance under this section only if the owner of 

the rights tenders a deed or other appropriate instrument of conveyance transmitting the 

owner’s interests in the land to the state, accompanied by title insurance coverage for or a 

title report affirming ownership of the rights in the person making application under this 

subsection.

(c) Until the commissioner of natural resources issues the new instrument of 

conveyance under (b) of this section, when ncccssar. to enforce a state interest in the land, 

the state may enforce the interests in the land in the manner authorized by the instrument of 

conveyance that transferred the rights for agricultural purposes.

* Sec. 13. CONVERSION OF DISPOSALS MADE UNDER FORMER AS 38.05 321(b). 

(a) The provisions of AS 38 05 321(a). as amended by sec 9 of this Act. apply to state land 

classified as agricultural land that, under AS 38 05 321(b) before m  amendment by see. 10



i

2

3

4

5

6

7

3

9

10

II

12

13

14

15

of this Act, w u  subject to the limitation of the conveyance of only the interest in the land 

that related to agricultural purposes and that was conveyed by the stale to a municipality after 

June 30. 1978. and before the effective date of this Act.

(b) When a municipality holding the rights tor agricultural purposes in land described 

in this section applies to the Department of Natural Resources, the commissioner of natural

resources shall issue a new instrument of conveyance for the land that conforms to

AS 38.05.321, as amended by secs. 9 * II of this Act. The commissioner of natural

resources may issue a new instrument of conveyance under this section only if the

municipality tenders a deed or other appropriate instrument of conveyance returning the 

municipality’s interests in the land to the state, accompanied by title insurance coverage for 

or a title report affirming the municipality 's ownership of the nghis.

(c) Until the commissioner of natural resources issues the new  instrument of

conveyance under (b) of this section, when necessary to enforce a state interest in the land. 
/ O T a t j

the state -sfc*»rcnforvc the interests in the 'and in the manner authorized by the instrument of 

conveyance that transferred the rights for agricultural purposes."

9-LSI021\M.3

•J.



CS FOR SENATE B IL L  NO. 162(*T5T~

in  t h e  u : r » i s i j \ n i R i :  o f  t h e  s t a t e  o f  a l a s k a

NIM II I Mil LEGISLATURE - SECOND SESSION

HV T i l l  M V M I  Rt.SOl'KCT.S < OM M FITKK

Offend: I U K  
Mrf»md; liMikr

'ponmrii Sf.VW O KS (iKItN. Iwprwn

A HIM.

FOR \N A IT  ENTITLED  

I \n \t C rrlatinc to Lind uvcd fur agricultural purpovcv .mil In Mate land

1 clacilflcd f«r agricultural purpose* or vubjccl to the m l riel Ion of uve f»»r

} agricullurjI purfnivrv unit; and annulling certain program regulation' of Ihr

■I Department of Natural Krwiurcr* that arr IneuaM'trnl with (hr amendment' made

5 h> thU Art."

6 HI II ENACTED M  llll IH.ISLA1IRE OF ll'K ST ATE OF \L\sk \:

• S e ct io n  I. I I  (i|N| ATIVI IN II N I li i\ the micnt nf the Icgiclalurc in amending

H AS .VH t>5 42lla) in v:c of lhi\ Act that. lor 'talc land clarified av agricultural land, the

9 Male conic) fee t'tlc Mibjcct to a covenant running with the land lhat limit» uw ol the land

10 lit 4 g (k u ltU ljl putpocc'

11 * Nee. 2. AN 'f» 04 i»4<(h) i\ amrndcd to lead

12 |b) Ik hue the l"uafKC o| a long-term leave under AS 4ft tl5 ItTtlor ol a paten:

14 for \tatc land, an official iadaMial \utic) 'hall he atcompli'hed. unk" a compatible.

MMI42B t- (XSII lUlHES)
S tju I** ' * • t*i r ie n r iP  r r t f  **ar»rrrt»r
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approved survey exists that has been conducted by the federal Bureau of Lind 
Management. Before land may Ik  offered under (AS 38.05.055, 38.05.057,) AS 38.08 
I.) or AS 38.(W, nr befyrvjand mm bc offcrvd under AS 38.05,055 or 38.Q5.057.

shall be established. I he rectangular survey section corner positions shall Ik 
monumcnted and shown on a cadastral survey plat approved by the stale. For those 
areas where the state may wish to convey surface estate outside of an official 
rectangular survey grid, the commissioner r my waive monumcnlation of individual 
section corner positions and substitute an official control survey with control points 
being monumcnted and shown on control survey plats approved by the stale. The 
commissioner may not issue more than one conveyance for each section within a 
township outside of an official rectangular survey grid. I and (NO PORTION Ol 
I-AND) to Ik conveyed may not be located more than two miles from an official 
survey control monument except that the commissioner may waive this requirement 
on a determination that a single purpose use d<Ks not justify the requirement if the 
existing status of the land is known with reasonable certainly, the lots and tracts in 
state subdivisions shall Ik monumcnted and the cadastral survey and plats for the 
subdivision shall be approved by the state. Where land is located within a 
municipality with planning, platting, and zoning powers, plats lor state subdivisions 
shall comply w ith local ordinances and regulations in the same manner and to the same 
extent as plats for subdivisions by other landowners State subdivisions shall be filed 
and recorded in the district recorder's office The requirements of this section do not 
apply to land made available through a cabin permit system, for material sales, for 
short term leases, for parcels adjoining a surveyed right-of-way. or for land that has 
been open to random staking under the remote parcel program or homestead program 
in the pm . however, for short term lease-, the lessee shall |MUM | 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. 3. AS '8 CM tki5(h| is amended to read

an official rectangular survey grid

(h) Before the commissioner adopts 4 regional land use plan, a land

( vs* lUiRf si -2-
!><:* l . c t r t i '  r x t t  »*acarr*r>|

S MI4JH



1 classification may he made on the basis of n site-specific land use plan, except a
2 classification for a land disposal under AS 3 8 . 0 5 7 ,  AS 38.08, m  AS 38.09 |, OR
3 A NEW COMMERCIAL AGRICULTURE PROJECT UNDER AS 38.05.020(b)(6)|.
4 After adoption of a regional land use plan, land classifications shall he made under the
5 plan.
6 • Sec. 4. AS 38.05.020(b) is amended to read:
7 (b) The commissioner may
8 (I) establish reasonable procedures and adopt reasonable regulations
9 necessary to carry out this chapter and, sshcncvcr necessary, issue directives or orders

10 o the director to carry out specific functions and duties: regulations adopted by the
11 commissioner shall be adopted under AS 44.62 (Administrative Procedure Act), orders
12 by the commissioner classifying land, issued after January 3. 1959. arc not required
13 to l>c adopted under AS 44.62 (Administrative Procedure Act):
14 (2) enter into agreements considered necessary to carry out the purposes
15 of this chapter, including agreements with federal and state agencies;
16 (3) review any order or action of the director;
17 (4) exercise the powers jnd do the acts necessary to carry out the
18 provisions and objectives ol this chapter.
19 (5) notwithstanding the provisions of any other section of this chapter.
20 grant an extension of the time within which payments due on any exploration license.
21 lease, or sale of state land, minerals, or materials may I k  made, including payment ol
22 rental and royalties, on a finding tha. ompliancc with the requirements is or was
23 prevented by reason of war, riots, or acts of God;
24 (ft) classify tracts for agricultural uses (AND Kl (JCIKI llll
25 PREQUAI If It AVION, INCLUDING Fill SUBMISSION O f  CONSERVATION
26 PLANS. DEVI I.OPMENI PIANS, OK Q l l l l  R PIANS. SCHEDULES. OR
27 PROGRAMS. 01 PERSONS \UI<> APPLY 10 PAR 11C IPAII IN AN
28 AGRICU! It RAI 1)1 VI I OPMI M  PROJK'I UNDI K AS 44 33 475).
29 <7| waive, postpone.or otherwise modify the development requirements
3(1 ol a contract for the sale of agricultural land if
31 (A) the land is inaccessible h> road, of |AN|)|

SWIUII -3- CXSB tUlKKM
*«■» re t  i i x n r t t *  t o r  e tA f t i r r v j
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(B) transportation, marketing, and development costs render the 
required development uneconomic;

(X) rcconvcy or relinquish land or an interest in land to the federal

(A) the land is described in an amended application for an 
allotment under 43 U.S.C. 1AI7; and

(B) the reconveyance or relinquishment is
(i) for the purposes provided in 43 U.S.C. Ibl7; and
(ii) in the best interests of the state.

• See. 5. AS 38.05.().57(j) is amended to read:
(j) The commissioner may require a participant in a lottery under this section 

for the sale of land that is part of an agricultural development project under former 
AS 44.33.475 to submit a single application for tha* land Immediately following the 
drawing of an applicant's name in the lottery, the applicant shall be given an 
opportunity to select for Purchase one parcel of the land that is offered in the lottery.
I he names of alternate applicants shall be drawn alter all mtccIs have been selected.
If the applicant who originally m ! .ted a parcel unequivocally rejects the offer to 
purchase the parcel or fails to sign the contract of sale within the p en ’d of time 
specified by the commissioner, the parcel shall be offered for sale to alternate 
applicants m the order in which their names were drawn.

• See. 6. AS 3fi.05.Cl59 is repealed and reenacted to read:
See 38 05 059 SALE OF AGRICULTURAL LAND, llic commissioner 

provide for the sale of land classified under AS 38 05 020(hXA) for agricultural uses' 
in parcels or tracts described by aliquot parts I h- parcels or tracts ate subject to state 
subdivision icquircmcnts and municipal ordinances

• See. 7. AS 3X 05 IH»5fc) is amended to read
(c) I he director shall, for contracts under (a), |< >K| (In* or ihi of this section, 

set out in the contract for each sale the period for the payment of installments arid the 
total purchase price plus interest I he director, with the consent of the commissioner, 
may also include in contracts under this section conditions, limitations, and terms 
considered necessary and proper to protect the interest ot the state. Violations ol any

government i f

tX S H  I U i K K M snot a : r
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provision of this chapter or the terms of the contract of sale subject the purchaser to 
appropriate administrative and legal action, including bu* not limited to specific 
performance, foreclosure, ejectment, or other legal remedies in accordance with 
applicable state law.

• See. K. AS 38.05.065(h) is amended to read:
(h) The commissioner

in a contract for the sale of land dassificd under AS 38.05.020(b)(6) for 
agi ii ultitral uses, tin interest rate to be charged on installment pay mi nts may not 
exceed 9.5 percent; and

(2j may declare a moratorium of up to five scars on payments on land 
sold under this section for (A  S A I I Ol A G R IC U I .T U R A I . )  land classified u n d e r 

\ s  3K.ti5.02tiilot.6t I**, agricullural uses H MU K f i l l s  S I ( M()N| if
l.\J |(1)| the commissioner determines that the moratorium is 

in the best interest ol the state.
tl|i |(2)| the commissioner certifies and the contract purchaser 

agrees to perform fjrm development, crop priHluction, and harxcsting. not 
including land clearing or related activity. requiring the expenditure of jmounts 
equivalent to the payments that would otherwise be made during the 
moratorium;

ID  (0)1 the sale of the agricultural land takes place alter 
July I. 1979; and

(pl |(4)j the contract purchaser is m compliance with the 
development plan specified in the purchase contract at the time the purchaser 
applies for a moratorium under this subsection and 'cm ainscom pliance with 
the dcxclopment plan during the moratorium; f y r  the payments subject |o the 
moratorium deviated under this paragraph, intrust I MI H I s l i  
pa> mcnts jrc subject to the moratorium but interest continues to accrue during 
the moratorium.

• Vc. 9. AS 38 05 '21(0  is repealed and rrcnactcd to read:
(a) (he department shall include in a document that conveys state land

*5* 
ffgy fail U M tH i t t r t  t o t t t r t o  m r  MAcamor

(XSM lUlKKK)



classified as agricultural land
(1) a covenant running with the land that restricts or limits the use of

the land exclusively for agricultural purposes: ^  3
(2) a covenant running with the land permitting the owner of slate land 

classified as agricultural land to subdivide and sell the land in not more than four
6 parcels of not less than 40 acres each; am\/?a/K A ,

/b x . r4 „ S ts ± c / / p /
7 -  ^ i - . i s - . - iu n l  n m n i n p  i h l^ l - m i t  p - f  m i l l i n g  I hr- .rn .-n .-f n f  la n d

8 -swhdn’id n l . i.u Ii i I i m *I*»I m iJ « i  ( 3 ) of   dnnnd nm <«» ww4»« dm  pm agn ph .

9 X L  friWhrr subdued* wnd 'oil th> 'w M ivided hwHftw m* mr»fe ihnw four pnfw l* i4 w««l
Vin  X  l e n  than (II nw hi }»«.»*. iUni » ta»M .*»«.i.i« tmA n U  >.«nUi I lo t jm aanph n m

11 —  r m  r i m r swrm t r  l Vnn !■««» y — ■■ «ti»» ihn  l— l  f i . h I>J i i . h . i uo  «n J  i J » >A t he L n d

12 uudii'f'j ) rsf »hn vik n»li»« o» l hi- fno y i y l i
13 • See. 10. AS 38.05.321(b) is amended to read:

14 (b) Subject (o (a) of this vcctiun. state (STATE} land classified as agricultural

15 land that has been selected by a municipality under former AS 29.IK.190 • 29.18.200

16 or former AS 29.18.205(c) may be approved by the director for patent under

17 AS 29.65.050(c) (; HOWEVER. ONLY RIGHTS IN THE LAND FOR

IK AGRICULTURAL PURPOSES M A Y  BE TRANSFERRED AND ALL OTHER

19 INTERESTS IN III! LAND WILL REMAIN WITH THE STATE|. Agricultural land

21 approved for patent to.« municipality shall be credited, acre for acre, tovsard fulfillment

21 cf that municipality’s entitlement under AS 29.65.010 * 29.65.030 or former

22 AS 29. IK.201 • 29.18.203 |IF IHE DIRECTOR l-ATER DEI ERMINES IT TO BE

23 IN rilE BEST I NITRES IS OF THE STATE TO TRANSFER SOME OR ALL OF

24 HIE ADDITIONAL RIGHTS IN THAT APPROVED OR PATENTED

25 AGRICULTURAL IAN!). IHOSE RIGHTS SHALL PASS WITHOUT

26 CONSIDERATION TO THE MUNICIPALITY IN WHICH THE LAND IS

27 LOCATED. III! NOTICE AND R! VII W  PROVISIONS Ol AS 3K.05.945 ARE

28 APPLICABI E rO CON VI Y A M  I OF KIGIIIS UNDER I HIS SECTION |

29 • See. II. AS 38 05 '21 is .intended by add mg new subsections to read

30 (d) For state land classified as agricultural land that is conveyed under (a) ol
31 this section.

( VSB IU(HK.S) -4- SMIUU
n tv Ttii l o i t t u p  rnr MHActrrrz i
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(1) the commissioner may require (he landowner to cooperate with the 
appropriate soil and water conservation district under AS 41.10 in the development and 
implementation of soil conservation plans as authorized hy AS 41.10.110(6);

(2) as a condition of the conveyance, the commissioner may not require 
preparation and implementation of a farm development plan unless the commissioner 
permits modification of a plan in eases of economic hardship or other extenuating 
circumstances;

(3) the commissioner may not limit
(A) the landowner’s right to construct improvements related to 

agricultural use;
(B) the landow ner's right to use the land and improvements for 

purposes that arc incidental to and not inconsistent w ith the primary use of the 
land for agricultural purposes: and

((') the landowner's right to subdivide and sell the land if the 
resulting parcels arc not in violation of the minimum parcel size vet out in
(a)(2) ol this section.
(c) A covenant described in (a) of this section may be enforced only by a civil

action.

(f) In this section, 'agricultural purposes* means
< I ) the production ol plants and animals useful to nun, including forage 

and sod crops. grains and Iced crops, fruits, trees, jnd vegetables, dairy animals and 
products, and live -tuck;

(2) the construction of fixed, pcirnjncnt, or immovable structures 
reasonably required for or related to agricultural production, including that farmstead 
normally required tor yards, driveways, parking, barns, and other outbuildings, and 
simil.ii uses.

(3) the use ol guv cl reasonably required lot agricultural prmluction on 
the parcel conveyed, and

(4) removal and disposition ol timber in order to bring agricultural land 
into production

* Sec. 12. CONVI RSlONOl DISPOSALS MADI t M>l R AS 3H t»5 069(c) OR UNDI R

•7.
r»n iM*Norirr*i l o t u r t v  r t i r  n n x c t r r t o )



1 FORMER AS 38.05.321(a). The provisions of AS 38.05.321(a), a.s amended by see. 9 of this
2 Act, apply to state land classified as agricultural land that, under AS 38.05.069(c) or under
3 AS 38.05.321(a) before its amendment by see. 9 of this Act. was subject to the limitation of
4 the conveyance of only the interest in the land that related to agricultural purposes and that
5 was sold, leased, or disposed of after August 15, 1976, and before the effective date or this
ft Act. The commissioner of natural resources shall issue a new instrument of conveyance for
7 the land that conforms to AS 38.05.321(a) and (d), as amended and enacted by sees. 9 and 11
8 of this Act.
9 • See. 13. CONVERSION OF DISPOSALS MADE UNDER FORMER AS 38.05.321(b).

10 The provisions of AS 38.05.321(a), as amended by see. 9 of this Act, apply to stale land
11 classified as agricultural land that, under AS 38.05.321(b) before its amendment by see. 10
12 of this Act. was subject to the limitation of the conveyance ol only the interest in the land that
13 related to agricultural purposes and that was conveyed to a municipality alter June 30. 19 78.
14 and before the effective date of this Act I he commissioner of natural resources shall issue
15 a new instrument of conveyance for the land that conforms to AS 38.05.321. as amended by/  /
16 sees 9*11  of this Act.
17 • See. 14. flic following regulations arc annulled; II AAC 67.162. 11 AAC 67 165. 11
18 AAC 67.167(d). 11 AAC 67.170. 11 AAC 67 172. 11 AAC 67.175(1). 11 AAC 67.185, 11
19 AAC 67.187. 11 AAC 67.188(a)(3). II AAC 67.l8S(a>(4). II AAC 67.188(a)(5). 11 AAC
20 67.188(a)(6). 11 AAC 67.188(b). 11 AAC 67.188(c). 11 AAC 67.190(a). 11 AAC 67.192.

CSSB tkJ(MK-S) I SMIUR
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M £  M 0  R A N D U M February 12, 1996

SUBJECT: Draft CSSB 162 (Finance), relating to agriculture, to state land used
for agriculture and to state land classified for agricultural purposes,
to state agricultural programs, and to related matters -  sectional 
analysis (Work Order No. 9-1.SI0210)

TO: Senator Lyda Green
ATTN: Brett Huber

FROM: Jack Chcnowcth
Legislative Counsel

Die bill generally addresses state policy with respect to agriculture. It proposes changes in 
laws bearing on state land used for agriculture, to suite land classified for agricultural use 
purposes, to laws under which the state conducts its agricultural program, and to statutes 
addressing closely related matters Its principal thrust is to change the interests in land 
classified for agricultural purposes that the state has conveyed or may convey. If the 
measure becomes law. it contemplates that the state would convey fee implc title subject 
only to certain restrictive covenants that would underpin use of the land for agricultural 
purposes. Action based on alleged breach of the conditions of the covenants would be the 
sole enforcement mechanism available to the commissioner of natural resources, on behalf 
of the state, to protect the land used or classified for agriculture against inconsistent or non- 
authorized uses.

The measure's provisions may be roughly grouped into scsen areas.

(1) Substitution of conveyance or transfer of fee simple title for conveyance or 
•pansier of only tnc rights in the land for agricultural purposes.

(2) Land classification issues relating to agricultural land.

(3) Sursey issues relating to agricultural lanJ

(4) Installment vaJc issues relating to agricultural land

(5) Amendments eliminating limitaiions and similar prequalification requirements 
that may be imposed by the commissioner with respect to agricultural land



(6) Technical changes.

(7) Transitional provisions.

Because of the wide-ranging nature of the bill, let me present tnc discussion of these 
provisions topically rather than sequentially.

Suimiimion oLcoavcyittKC-oxiratisIcoIicc.aimplcJilki

Bill section 1: This "statement of legislative intent" makes clear the objective of the 
measure's principal operative provision, the amendment of AS 38.05.321(a) by hill section 
9, that

... for state land classified as agricultural land, the state (shall) convey fee 
title subject to a covenant running with the land that limits use of the land for 
agricultural purposes.

Bill section 9: Under existing AS 38.05.321(a), disposal of state land that has ben
classified for agricultural purposes disposes only of "rights for agricultural purposes." the 
state retaining all oilier rights. This bill section eliminates that limitation and substitutes for 
it a general conveyance, coupled with the requirement that the instrument of conveyance 
contains certain covenants respecting the subsequent use of that land. The covenants' 
provisions arc those limiting the use of the land to agricultural purposes and allowing 
subdivision of the land, one time only, with certain limitations.

Bill section 10 modifies AS 38.05.321(b) by eliminating from current law the limitation that, 
for land classified as agricultural land that is later selected by a municipality in the exercise 
of land selection rights set out in AS 29.18. only "rights in the land for agricultural purposes 
may be transferred" to the municipality, with all other interests in the land retained by the 
state.

Land classification Issues:

AS 38 04.065(h) currently permits the commissioner of natural resources to make land 
classifications on the basis of site-specific plans for nuns purposes sshcn no regional plan 
has yet been adopted. However, under that subsection, use of a site-specific plan will not 
support a land classification for "a ness commercial agricultural project.” Bill section 3 
amends AS 38 04.065(h) to eliminate die current exception against use of a site-specific plan 
to support a land classification for a new commercial agricultural project in tlvat subsection.

Senator Lyda Green
February 12, 1996
Page 2



Senator Lyda Green
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Page 3

Bill section 2 amends AS 38.04.045(b) to eliminate the requirement that state land classified 
for agricultural uses must first be surveyed before it may be leased, and makes corrective 
language changes to conform die subsection to technical provisions of the Legislative 
Drafting Manual.

Bill section 6 authorizes sale of state land classified for agricultural uses in parcels or tracts 
described by aliquot parts.

1 nit allnmiUiilc.isauvj rdaluuiifljigriadtuctUan d;
in light of the change proposed to the rate of interest charged on installment sales contracts 
by bill section 8. bill section 7 makes a conforming change to AS 38.05.065(c) to require 
that certain information be incorporated into land sale contracts involving die sale of state 
land classified for agricultural uses.

AS 38.05.065(a) and (b) prescribe requirements generally applicable to sale of state land on 
installment specifying, among other things, die manner of determining the rate of interest on 
the outstanding loan payments. Those provisions notwithstanding, the amendment made in 
proposed AS 38.05.065(h)(1). set out in hill section 8. prescribe a maximum rate o f interest 
on installment sides of state land classified for agricultural uses of 9.5 percent.

A iim id ji iu U jL d M n R U iig JM iA t iim a ji i id ju m ilf lL p r^ t tU iiM c a f iQ iL ix a u jrm m ii J  ha  i 
hcanoJLagricultural land:

Bill section 4 modifies the authority of the commissioner of natural resources set out in 
AS 38.05.020(bX6) to classify tracts of state land for agricultural use. It would eliminate all 
"prequalification ’ requirements that arc incidental to the commissioner’s exercise of that 
authority, thereby obviating requirements of preliminary submissions o f agricultural plans 
by persons who sought to participate under the former agricultural development project 
statute (AS 44.33 375, rcocalcd in 1979). Bill section 4 also operates to amend the condition 
under which development rcquiremcn's under state agricultural land sale contracts m ay  be 
modified under AS 38.05.02(Xb)(7) to allow modification if either one of the two expressed 
conditions is met (ra'her than, under cuncnt law. both conditions)

Bill section II. adding new subsections (d) and (c) to AS 38 05 321, enumerates certain 
things tiiat the commissioner of natural resources may and may not do or require .ls to land 
classified as agricultural land that is cons eyed to third parties, and supplies a definition for 
the phrase "agricultural purposes "



Bill section 14 annuls a significant number of the program regulations applicable to the 
program under which the Department of Natural Resources disposes of the agricultural 
interest in state land classified as agricultural land.

XsfiiakflJLfiluuigfai

AS 44.33.375, referred to in AS 38.05.057(j), was repealed by ch. 75. SLA 1979. Die 
requirement of AS 38.05.075(j) that a participant in a lottery for land that is part of the 
former agricultural development plan submit a single application for that land may have 
ongoing vitality. The provision is retained, with reference to the repealed provision. 
AS 44.33.375, modified by the addition, in hill section 5. of the wr-n.1 "former" to denote that 
section’s previous repeal.

The amendment made in proposed AS 38.05.065(h)(2), set out in bill section 8. modifies the 
reference to ’agricultural land" to substitute reference to state land th it has been classified 
for agricultural uses and made subject to sale.

TjrjmsiliojQjil provisions;

Bill section 12. a temporary law provision, directs that, on application of the existing holder 
o f rights for agricultural purposes in state land, '.he commissioner of natual resources to 
issue new instruments of conveyance as to land classified as agricultural land as to which 
only agricultural rights have been conscyed Die substituted conveyance instruments must 
conform to AS 38.05.321(a) and (d). as amended by the measure.

Bill section 13. a second temporary law provision, directs that, on application of a 
municipality, u c  commissioner of natural resources to issue new instruments of conveyance 
to the municipality .vs to land classified as agricultural land as to which only agrcultural 
rights base been conveyed. Hie substituted conveyance instruments must conform to 
AS 38.05.321(b), as amended by the measure.

cc: Kathv llolmquist
Senate Finance Committee

Senator Lyda Green
February 12, 1996
Page 4
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TO: CSSB I62(RES)
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COMMITTEE

Page 7, line 31. through page 8. line 16: 
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Amendment Number 
Bill
Sponsor_____
Logged in By: ^ A Jjl

mdment Number: ^  \
N u m b e r ^ ^ C Z S 3 3 * * 2 /
nsor.__________V » \J z 3 l-T (p

-  See. 11 CONVERSION OF DISPOSALS M A D E  UNDER AS 38.05.069(c) OR 

UNDER FORMER AS 33.05.321(a). (a) The provisions of AS 38.05.321(a). as amended 

by sec. 9 of this Act. apply to state land classified as agricultural lanu that, under 

AS 38.05.069(c) or under AS 38.05.321(a) before its amendment by see. 9 of 'his Act. was 

subject to the limitation of the conveyance of only the interest in the land that related to 

agricultural purposes and that was sold, leased, or disposed of by the state after August 15. 

1976, and before the effective date of this AcL

(b) When the owner of the rights for agncultural purposes in land described in this 

section applies to the Department of Natural Resources, the commissioner of natural resources 

shall issue a new instrument of conveyance for the land that conforms to AS 38.05321(a) and 

(d). as amended and enacted by secs. 9 and II of this Act. The commissioner of natural 

resources may issue a new instrument of conveyance under this section only if the owner of 

the nghts tenders a deed or other appropriate instrument of conveyance transnutting the 

owner’s interests in the land to live state, accompanied by title insurance coverage for or a 

title report affirming ownership of the nghts in the person malting application under this 

subsection.

(c) Until the commissioner of natural resources issues the new instrument of 

conveyance under (b) of this section, when necessary to enforce a state interest in the land, 

the state may enforce the interests in the land in the manner authon/ed by the instrument of 

conveyance that transferred the nghts for agncultural purposes

• See. 13. CONVERSION OF DISPOSALS MADE UNDER FORMER AS 38 05.321(b).

(a) The provisions of AS 38 05 321(a). as amended by sec 9 of this Act. apply to state land 

classified as agncultural land that, under AS 38 05 321(b) before its amendment by sec. 10



1 of this Act, was subject to the limitation of the conveyance of only the interest in the land

2 that related to agricultural purposes and that was conveyed by the state to a municipality after

3 June 30, 1978, and before the effective date of this Act,

4 (b) When a municipality holding the rights for agncultural purposes in land described

5 in this section applies to the Department of Natural Resources, the commissioner of natural

6 resources shall issue a new instrument of conveyance for the land that conforms to

7 AS 38.05.321. as amended by sees. 9 • 11 of this Act. The commissioner of natural

8 resources may issue a new instrument of conveyance under this section only if the

9 municipality tenders a deed or other appropriate instrument of conveyance returning the

10 municipality's interests in the land to the state, accompanied by title insurance coverage for

11 or a utlc report affirming the municipality's ownership of the nghts.

12 (c) Until the commissioner of natural resources issues the new instrument of

13 conveyance under (b) of this section, when necessary to enforce a state interest in the land,

14 the state *hai! enforce the interests in the land in the manner authored by the instrument of

15 conveyance that transferred the nghts for agncultural purposes."

9-LS102l\MJ

•2.
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CS FOR SENATE BILL NO. 16*****—

IN THE LEGISIATURE OF THE STATE OF ALASKA

NINETEENTH EEGISIATURE - SECOND SESSION

BY n il N| N \ |  I KhSOURCKS COMMIITKK

OfTrrvd: 1 /2116 
Krfcrrrtl: UniiKt

Sponwirit): SENATORS tiREFN , Inrvrrvoti
A HILL 

FOR AN ACT ENTITLED 

\n \ii i dating (n land used for agricultural purpose* and in state land 

classified for agricultural purpose* or subject («> the restriction of use for 

agricultural purpose* only: and annulling certain program regulations of the 

Drpartmrnl id Natural Resource* ili.il are inconsistent s«ith the amendments made 

h) this Act.*

HE II F\\( I FI) BV THE IK.IM VI I RE OF THE STATE OF \I. \SK\:

• Set lion I. I EtilSI MIVK INTI N | It is the intent of the legislature in amending 
AS .VSOS l^ lta t in sec ot this Act that, for state land classified as agricultural land, the 
slate convey fee title subject to a coscnant running scith the land that limits use of the land 
to agricultural purposes

* Nee. 2. AN is amended In read
tb) Before the issuance o| a long-term lease under AS tb tl.Vti7tl or of a patent 

for stale land, an ollicul cadastral survey shall tic accomplished, unless a comparable.

SMItlH .1. t ViH IfcJiMFS)
Svxi LrJc iiin^ il i t * i r t r v  n r ir  a»ac#rrrt»;



1 approved survey exists that has been conducted by the federal Bureau of Land
2 Management. Before land may be offered under |AS 38.05.055, 38.05.057,) AS 38.08

4 euep l land (hot h  clarified for agricultural uks. an official rectangular survey grid
5 shall be established. The rectangular survey section corner positions shall be
6 monumcnted and shown on a cadastral survey plat apptoved by the slate. For those
7 areas where the state may wish to convey surface estate outside of an official
8 rectangular survey grid, the commissioner may waive monumentation of individual
9 section corner positions and substitute an official control survey with control points

10 being monumcnted and shown on control survey plats approved by the stale The
11 commissioner may not issue more than one conveyance for each scclion within a
12 township outside of an official rectangular survey grid Lflnd |NC) PORTION OF
13 I AND) to be conveyed may nut lie located more than two miles from an official
14 survey control monument except that the commissioner may waive this requirement
15 on a determination that a single purpose use docs not justify the icqutrcmcnt if the
16 existing status of the land is known with reasonable certainly. The lots and tracts in
17 state subdivisions shall he monumcnted and the cadastral survey and plats for the
IK subdivision shall he approved hy the state Where land is located within a
IV munKipabtv with planning, platting, and zoning powers, plats for state subdivision*
20 shall comply with fiscal ordinances and regulations in the same manner and to the same
21 extent a* plats for subdivisions by iHhcr lanJowncr* Slate subdisisions shall he filed
22 and recorded in the distrm recorder's office Die requirements of this section do not
23 apply to land made available through a cabin permit system, for material sak%. for
24 shorMcrm leases, tor parcels adjoining a surveyed right of way. or f«H land that has
25 been open to random staking untkr the rcm«»tc parcel pn*giam or homestead program
26 in the past, however. I or shoiMctm leases, the lessee * hall |MI SI | comply with fiscal
27 subdivision ordiriani.es unless waived by the municipality under procedures specified
2K by ordinance In this subsection, ’a single purpose use" includes a communication site.
2V an akJ to navigation, and a park site
.to • See. 3. AS 'H IM tVit{h) is amended to read
31 (hj IkfiMc the csNtimicsaottcr a d p s  a regional land use plan, a land

i v*H lUiMt M •I*
"r* y • * . c i i ' t i t v t .  r u r  m n r r i o j

sM ia;n



1 . classification may l>c made on the basis of a site-specific land use plan, except a
2 classification for a land disposal under AS 38.05.057, AS 38.08, jy  AS 38.09 (. OR
3 A NEW COMMERCIAL AGRICULTURE PROJECT UNDER AS 38.05 .020<bX6)|.
4 After adoption of a regional land use plan, land classifications shall be made under the
5 plan.
6 • See. 4. AS 38.05.020(b) is amended to read:
7 (b) Ihc commissioner may
8  ( 1 )  estab lish reasonab le  p rocedu res and adopt reasonab le regu la tions
9 necessary to carry out this chapter and. whenever necessary, issue directives or orders

10 to the director to carry out specific functions and duties; regulations adopted by the
11 commissioner shall be adopted under AS 44.62 (Administrative Procedure Act), orders
12 by the com m issioner c la s s ify in g  land , issued afte r January 3. 1959 . arc not requ ired
13 to be adopted under AS 44.62 (Administrative Pi.Kcdurc Act);
14 (2) enter into agreements considered necessary to carry out the purposes
15 of this chapter, including agreements with federal and state agencies;
16 (3) review an> order or action of the director;
17 ( 4 )  exercise the powers and do the acts necessary to carry out the
18 provisions and objectives of this chaptci;
19 (5) notwithstanding the provisions of any other section of (his chapter.
20 grant an extension of the lime within which payments due on any exploration license.
21 lease, or sale of state land, min.rals. or materials may be made, including payment of
22 rental and royalties, on a finding that compliance with the requirements is or was
23 prevented by reason of war. runs, or acts of God,
24 (6) classify tracts for agricultural uses |AND Ki (JL'IRL I HI
25 I'RI OLAI l | | (  A H O Y  INCLUDING HI! SUBMISSION Ol OJNSI RVAIION
26 PLANS 1)1. VILOPM INI PIANS. OR O IIIIR  PLANS. S t i l l  DUI.1S, OR
2 7  PROGRAMS. OF PI RSONS WHO APPLY It) PAR IK IPAII IN AN
2 8  AGKICUI.ILKAI M M .LOPM I NT PROJECT UNDER AS 44 1J 475);
29 (7) waive. [s»si|vonc. or «uherwise riKHlily ibe devcl«*pmcnl requirements
3(1 of a contrast for the sale of igr»sulluial land it
31 (A) the land is inatVessitdc b> toad. iif (AND|

MMI62M S ( \M I lU tRLLM
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1 (B) iransportaiion. marketing, and development costs render the
2 required development uneconomic:
3 (H) rcconvcy or relinquish land or an interest in land to the federal
4 government if
5 (A) the land is described in an amended application for an
ft allotment under 43 U.S.C. 1617; and
7 (B) the reconveyance or relinquishment is
H (i) for the purposes provided in 43 U.S.C. 1617, «md
9 (ii) in the* best interests of the slate.

10 • See. 5. AS 38.05.057(j) is amended to read:
11 (j) commissioner may require a participant in a lottery under this section
12 for the sale ol land that is part of an agricultural development project under former
13 AS 44.33 475 to submit a single application for that land Immediately following the
N drawing ol an applicant's name in the lottery, the applicant shall be given an
15 opportunity to select lor purchase one parcel ol the land that is offered in the lottery
1ft I he names ol alternate applicants shall be drawn alter all parcels have been selected
17 If the applicant who originally selected a prrccl unequivocally rejects the offer to
IX purchase the parcel or fails to sign the contract of sjlc within the period ol tune
19 specified by the commissioner, the parcel shjll l*c offered for sjlc to alternate
20 applicants in the order in which their names were drawn
21 * Sec. ft. AS 3X 05.059 is icpcalrd and reenacted to read:
22 See. 3X.05.U59 SALE OF AGRICULTURAL LAND I he commissioner shall
23 provide for the sale of land classified under AS 3X 05 tOXbXft) for agricultural uses
24 in paiccls or tracls described by aliquot parts The parcels or lucts arc subject to state
25 subdivision requirements and municipal ordinances
2ft * See. 7. AS 3S0 5 065(C) *s amended to read
27 (c) I he director shall, for contiacts under (a), |t)K | (h)4 ur_.lh] ol this section,
2X set nut in the contract fo* each sale the penes! for the payment ol installments and the
29 total purchase price plus interest The d.icctoi. with the consent of the commissioner.
3 0  m ay a ls o  in c lu d e  in c o n tra c ts  u n d e r th is  se c t io n  c o n d it io n s , lim ita t io n s , and  Ic irn s

31 considered necessary and proper to protect the interest ol the stale Violations ol any



1 provision of this chapter or the terms of the contract of sale subject the purchaser to
2 appropriate administrative and legal action, including but not limited to specific
3 performance, foreclosure, ejectment, or other legal remedies in accordance with
4 applicable state law.
5 * See. 8. AS 38.05.065(h) is amended to read:
6 (h) The commissioner
7 ( I) shall provide that, notwithstanding (at und (b> of this section.
H in a contract for the sale of land classified under \S  38.05.020(1)1(6) for
9  agricultural uses, the interest rate to he charged on installment payments nuij not

10 exceed 9,5 percent: and

11 (2i may declare a moratorium of up to fisc >c us on payments on (god
12 Mid Under this section for |A SAI I Ol AGKICt ’I TTRAi.j land classified under
13 \S  3H.ll5.«2lMiJt6j f,„ agricultur sVs (I N|)l K ! HIS SI ( T l()N| if
14 [(I )| the commissioner determines that the moratorium is
15 in the best interest of the state;
16 (ill |(2)| the commissioner certifies and the contract purchaser
17 agrees to perform farm development. crop production, ami harvesting, not
18 including land clearing or related activity, requiring the expenditure of amounts
19 equivalent to the payments that would otherwise Ik  nude during the
20 moratorium;
-I i t ’j  |*3)J the sale of the agricultural land takes place after
22 July I. 1979. and
23 l!>) |(4)| the contract purchaser is in compliance with the
24 development plan specified in the purchase contract at the time the purchaser
25 applies (or j  moratorium under this subsection and remains in compliance w ith
2f» the development plan durmg the moratorium; fur the payments su lc a l to the
27 montinrium declared under  this pam gnu’H .Jn lc ro t | INMKI s l  |
28 pavmcnts arc subject to the moratorium but interest continues to accrue during
29 the moratorium.
.'0 • See. 9. AS *ko< *21(4) is tc|*calcd and reenacted to read;
31 (a) I he department shall inc lude in a document that conveys sute land

S M U .’M •5*
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1 classified as agriculttir.il land

2 (I) a covenant running with the land that restricts or limits the use of

3 the land exclusively for agricultural purposes;

4 (2) a covenant running with the land permitting the owner of state land 3

5 classified as agricultural land to subdivide and sell the land in not more than four .
X A t  ' / Z u r '  (P fb J f W

6 parcels of not less than 40 acres each; and y m y  jtu L  3 u A S / u ^

7  — 1 - i J u .a in m . n in n in | i  l i i t h  lhr_ tam l jv r n i in in p  itn- nu. n r f  n f  In n .I ' / M
8 snbdtvtdcd. whether or umkr thh.-par*axupU.— y  y / ^
9 u> fuoWr-t.ul>U>i>>Ja anJ-Mdl-lhc. m bdn.ukd.btul-in not m ore than foux.paxcek of .not—

1 0  leM r4fum -0> -HOO^ .-W H4tr|»O»v»d^U  r i m . *  jaibdisiUmi a m i ^ i ln  l im in r  this. p a ra g ra p h  may

I I tv*r> r»««if a n d  It- n f  th .- la n d

12 tuuiat 1 2 ) of. ♦tt-ahio-paragraph.

13 • See. 10. AS 38.05.321(b) is amended to read:

14 (h) Subject Co (nf of this section, state (STATl | land classified as agricultural

15 land that has been selected by a municipality under former AS 29.18.190 * 29.18.2(H)

16 or former AS 29.18.205(c) may be approved In the director for patent under

17 AS 29.65.050(c) |; HOWEVER. ONLY RIGHTS IN THE I ANO FOR

18 AGRICULTURAL PURPOSES M A Y  HE TRANSFERRED AND ALL OTHER

IV INTERESTS IN THE LAND WILL REMAIN Wi l l 1 THE STATE). Agricultural land

20 approved for patent to a municipalit) shall be credited, acre for acre, toward fulfillment

21 of that municipality's entitlement under AS 29.65.010 • 29.65.030 or former

22 AS 29.18201 • 29 18 203. |IFTIIE DIRECTOR LATER DETERMINES ITTO BE

23 IN THE BEST INTERESTS OF HIE STATE TO TRANSII R SOME OR Al I OF

24 THE ADDITIONAL RIGHTS IN THAT APPROVED OR PATENTED

25 AGRICULTURAL I-AND. FHOSE RIGHTS SHALL PASS WITHOUT

26 CONSIDERATION TO THE MUNICIPALITY IN WHICH Till LAND IS

27 LOCATED HIE NOTICE A N D  R! VII W  PROVISIONS OF AS 38.05 945 ARE

28 APPLICABLE TO CONVEYANCE OF RIGHTS UNDI R I HIS SECTION.)

2V • See. II. AS 38 05 321 is amended by adding rcw subsections to rejd

30 (d) Lor slate land classified as agricultural land that is conveyed undci (a) of

31 this section.

CSSB Ik i iR K S i 8 M I4 2 B
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24
25
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27
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(1) the commissioner may require the landowner lo cooperate with the 
appropriate soil and water conservation district under AS 41.10 in the development and 
implementation of soil conservation plans as authorized by AS 41.10.110(6);

(2) as a condition of the conveyance, the commissioner may not require 
preparation and implementation of a farm development plan unless the commissioner 
permits modification of a plan in eases of economic hardship or other extenuating 
circumstances:

(3) the commissioner may not limit
(A) the landowner's right to construct improvements related to 

agricultural use;
(B) the landowner's right to use the land and improvements for 

purposes that are incidental to and no! inconsistent with the primary use of the 
land for agricultural purposes; and

(Cl the landowner's right to subdivide jnd sell the land if the 
resulting parcels arc not in violation ol the minimum pjrccl size set out in 
(aH2) ol this section.
(c) A covenant described in (a) of this section may be enforced only by a civil

action.

(0  In this section, ‘agricultural purposes* means
(1) the production ol plants and animals useful lo man, including forage 

and sod crops, grams and feed crops, fruit*, trees, and vegetables, dairy animals and 
products and livestock,

(2) the construction of fixed, permanent, or immovable structures 
reasonably required for or related to agricultural production, including that farmstead 
normally required lor yards, driveways, parking, barns, and other outbuildings, and 
similar uses;

(3) the use of gravel reasonably required lor agricultural production on 
the panel conveyed, and

(4) removal and disposition of umber in order lo bring jgiiculiuml land 
into production

•Sec. 12. (O N  VI RStONOI DISPOSALS MADI I M il K AS 3X 05 069(e) OR l.'NDI K

m m  i s :  it -7-
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1 FORMER AS 38.05.321(a). The provisions of AS 38.05.321(a), as amended by see. 9 of this
2 Act, apply to state land classified as agricultural land that, under AS 38.05.069(c) or under
3 AS 38.05.321(a) before its amendment by see. 9 of this Act. was subject to the limitation of
4 the conveyance of only the interest in the land that related to agricultural purposes and that
5 was sold, leased, or disposed of after August 15, 1976. and before the effective date of this
6 Act. The commissioner of natural resources shall issue a new instrument of conveyance for
7 the land that conforms to AS 38.05.321(a) and (d). as amended and enacted by sees. 9 and 11

8 of this Act.
9 • See. 13. C ONVERSION OF DISPOSALS MADE UNDER FORMER AS 38.05.321(b).

10 The provisions of AS 38.05.321(a), as amended by see. 9 of this Act, apply to state land
11 classified as agricultural Ijml that, under AS 38.05.321(b) be for'* its amendment by see. 10
12 of this Act. was subject to the limitation of the conveyance of only the interest in the land that
13 related to agricultural purposes and that was conveyed to a municipality after June 30, 1978,
14 and before the effective date of this Act. the commissioner of natural resources shall issue
15 a new instrument of conveyance for the land that conforms to AS 38.05.321, as amended b\
16 sees. 9 > 11 ol this Act.
17 • See. 14. Tltc following regulations arc annulled: II AAC 67.162, II AAC 67.165, 11
18 AAC 67.167(d). 11 AAC 67.170, 11 AAC 67.172, 11 AAC 67.175(1). 11 AAC 67.185, 11
19 AAC 67 187. II AAC 67.188(a)(3). II AAC 67.1KK(aH4). 11 AAC 67.188(a)(5). II AAC
20 67.188(a)(6). 11 AAC 67.188(b), 11 AAC 67.188(c), 11 AAC 67.190(a). 11 AAC 67.192.
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L a r r y  -

L o g o i S o rv ic o G  o u td id  i t s o l f  and r e t u r n e d  a d r a f t  CSSB 162 (F in )  
lo n g  b e f o r e  t h e  Monday d e a d l i n e .  Have h i g h l i g h t e d  Am endm ents 1, 
2 , and  3 w i t h i n  th o  d r a f t .  Amendment No. 3 (p . 6 , l i n e s  6 and  7) 
w as r e w r i t t e n  by th o  d r a f t  j r .  I h av e  a t t a c h e d  th e  o r i g i n a l  m o tio n  
la n g u a g e  f o r  c o m p a r is o n . W il l  se n d  a co p y  o f  t h i s  m a t e r i a l  t o  b o th  
th e  s p o n s o r  an d  S e n a to r  S h a rp  ( t h e  o r i g i n a l  m akor o f  Amendment No.
3) . L e t me know how e v e ry o n e  f o o l s  a b o u t  t h i s .

T h a n k s ,

K ath y
2618
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B r e t t  H ubor 
c / o  S e n a t o r  G reen

A tta c h e d  i s  a d r a f t  CSSB 162 (F in )  c o n t a i n i n g  c h a n g e s  made in  
S e n a te  F in a n c o  t h i s  m o rn in g . I h a v e  h i g h l i g h t e d  Am endm ents 1 ,  2 ,  
and  3 w i th in  t h e  d r a f t .  Amendment No. 3 (p .  6 , l i n o s  6 an d  7) was 
r e w r i t t e n  by t h e  d r a f t e r .  I h a v e  a t t a c h e d  t h e  o r i g i n a l  m o tio n  
la n g u a g e  f o r  c o m p a r is o n .  Am s e n d in g  a co p y  o f  t h i s  m a t e r i a l  t o  
L a r r y  in  S e n a t o r  H a l f o r d 's  o f f i c e  and  t o  S e n a t o r  S h a rp  ( th o  
o r i g i n a l  m ak er o f  Amendment Ho. 3 ) .  P lc a a o  a d v i s e  i f  th e  d r a f t  i s  
a c c e p t a b l e .

T h a n k s ,

K athy
S e n a te  F in a n c o  
T618
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NOTE

TO: L a r ry

FROM: K athy

DATE: F e b r u a ry  9 , 1996

RE: CSSB 162 (F in a n c e )

T r a n s m i t t e d  t h e  a t t a c h e d  c h a n g e s  t o  L eg a l S e r v i c e s  t h i s  
m o rn in g  and  was a d v i s e d  t h a t  b e c a u s e  o f  c ru n c h  o f  p e r s o n a l  b i l l  
d e a d l i n e ,  a d r a f t  w i l l  n o t  be  r e tu r n e d  t o  u s  u n t i l  Monday m o rn in g . 
W ill t h a t  d e la y  c a u s e  any  p ro b le m s?

K athy
2618
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2/9/96

CS FOR SENATE BILL NO. 162(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

n v  T1IK SENATE FINANCE C O M M ITTE E

Offered:
Referred:

S poruorit): SENATORS GREEN. T o rxm o n

A BILL

FOR AN ACT ENTITLED 

"An Act relating to land used for agricultural purposes and lo stale land 

classified Tor agricultural purposes or subject lo the restriction or use Tor 

agricultural purposes only; and annulling certain program regulations of Ihc 

Department of Natural Resources lhat arc inconsistent with the amendments made 

by this Act.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

• Section 1. LEGISLATIVE INTENT. Il is the intent of the legislature in amending 

AS 38.05.321(a) in see. 9 of this Act th.u. for slate land classified as agricultural land, the 

slate conscy fee title subject to j  covenant mnning with the land that limits use of the land 

to agricultural purposes.

• See. 2. AS 38.(M 045(b) is amended to read:

| (b) Before the issuance of a long term lease under AS 38 05 070 or of a patent

for state land, an official cadastral survey shall be accomplished, unless a comparable.

•I*
! ( * *  u x *  .‘:pr; [ c u r r t v  r t x r  »k a c k c t k : i
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1

2

3
4
5
6

7

8

9

10
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12

13

14

15

16
17

18

19

20

21

mm

23
24

25
26

27

28

29
30

31

approved survey exists that has been conducted by the federal Bureau of Land 
Manrgcmcnt. Before land may be offered under [AS 38.05.055, 38.05.057,] AS 38 08 
[.] or AS 38.09, Qibcforc land mav be offered tinder AS 38.05,055 or 38.05,057. 
gx«DtJand.thnt Is classified for agricultural use?, an official rectangular survey grid 
shall be established. The rectangular survey section comer positions shall be 
monumcnted and shown on a cadastral survey plat approved by the state. For those 
areas where the state may wish to convey surface estate outside of an official 
rectangular survey grid, the commissioner may waive monumcntalion of individual 
section comer positions and substitute an official control survey with control points 
being monumcnted and shown on control survey plats approved by the state. The 
commissioner may not issue more than one conveyance for each section within a 
township outside of an official rectangular survey grid. Land (NO PORTION OF 
LAND] to be conveyed may no] be located more than two miles from an official 
survey control monument except that the commissioner may waive this requirement 
on a determination that a single purpose use docs not justify the requirement if the 
existing status of the land L known with reasonable certainty. The lots and tracts in 
state subdivisions shall be monumcnted and the cadastral survey and plats for the 
subdivision shall be approved by the state. Where land is located within a 
municipality with planning, platting, and zoning powers, plats for state subdivisions 
shall comply with local ordinances and regulations in tire same manner and to the same 
extent as plats for subdivisions by other landowners. Slate subdivisions shall be filed 
and recorded in the district recorder's office. The requirements of this section do not 
apply lo land made available through a cabin permit system, for material sales, for 
short term leases, for parcels adjoining a surveyed right-of-way, or for land that has 
been open to random staking under the remote parcel program or homestead program 
in the past: however, for short-term leases, the lessee ybidj (MUST) comply with local 
subdivision ordinances unless waived by the municipality under procedures specified 
by ordinance. In this subsection, "j  single purpose use* includes a communication site, 
an aid to navigation, and a park sue.

• See. 3. AS 38 04 065th) is amended to read
(h) Before the commissioner adopts a regional land use plan, a land

WORK DRAFT WORK DRAFT WORK DRAFT
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I

2

3
4
5

6

7
8

9

10

11

12

13
14
15
16

17
18

19
20

21

m m

23
24

25

26

27

28

29

classification may be made on the basis of a site-specific land use plan, except a 
classification for a land disposal under AS 38.05.057. AS 38.08. AS 38.09 [. OR 
A NEW COMMERCIAL AGRICULTURE PROJECT UNDER AS 38.05.020(b)(6)). 
After adoption of a regional land use plan, land classifications shall be made under the 
plan.

* See. 4. AS 38.05.020(b) is amended to read:
(b) The commissioner may

(1) establish reasonable procedures and adopt reasonable regulations 
necessary to cany out this chapter and. whenever necessary, issue directives or orders 
to the director to carry out specific functions and duties; regulations adopted by the 
commissioner shall be adopted under AS 44 62 (Administrative Procedure Act); orders 
by the commissioner classifying land, issued after January 3. 1959, arc not required 
to be adopted under AS 44.62 (Administrative Procedure Act);

(2) enter into agreements considered necessary to cany out the purposes 
of this chapter, including agreements with federal and state agencies;

(3) review any order or action of the director;
(4) exercise the powers and do the acts necessary to can)- out the 

provisions and objectives of this chapter;
(5) notwithstanding the provisions of any other section of this chapter, 

grant an extension of live time within which payments due on any exploration license, 
lease, or sale of state land, minerals, or materials may be made, including payn>ent of 
rental and royalties, on a finding that compliance with the requirements is or was 
prevented by reason of war. nou. or acts of God;

(6) classify tracts for agricultural uses (AND REQUIRE THE 
PREQUALIFICATION. INCLUDING THE SUBMISSION OF CONSERVATION 
PLANS. DEVELOPMENT PLANS. OR OTHER PLANS. SCHEDULES. OR 
PROGRAMS. OF PERSONS WHO APPLY TO PARTICIPATE IN AN 
AGRICULTURAL DEVELOPMENT PROJECT UNDER AS 4 4  33 475).

t7) waive, postpone, or otherwise modify die development requirements 
of a contract for the vale of agricultural land if

(A) the land is inaccessible by road; y i (AND)

WORK DRAFT WORK DRAFT WORK DRAFT

y  Ovsn i AMIN)
».w  r« .* '.r+j rrx irrrx ' r r r r  iajlcxm ? )



(B) transportation, marketing, and development costs render the 
required development uneconomic;

(8) rcconvcy or relinquish land or an interest in land to the federal
government if

(A) the land is described in an amended application for an 
abutment under 43 U.S.C. 1617; and

(B) the reconveyance or relinquishment is
(i) for the purposes provided in 43 U.S.C. 1017; and
(ii) in the best interests of the state.

* See. 5. AS 38.05.057(j) is amended to read:
(j) Tlic commissioner may require a participant in a lottery under this section 

for the sale of land that is part of an agricultural development project under former 
AS 44 33.475 to submit a single application for that land. Immediately following the 
drawing of an applicant's name in the lottery, the applicant shall be giver, an 
opportunity to select for purchase one parcel of the land that is offered in the lottery 
The names of alternate applicants shall he drawn after all parcels base been selected 
If the applicant who originally selected a parcel unequivocally rejects the offer to 
purchase the parcel or fails to sign the contract of sale within the period of time 
specified by the commissioner, the parcel shall be offered for sale to alternate 
applicants in the order in which their names were drawn.

* See. 6. AS 38 05.059 is repealed and reenacted lo read: /0 /n \

Set. 33 05.059. SALE OF AGRICULTURAL LAND. The comtnitsioncrfmayj #  /  
provide for the sale of land classified under AS 38 05 020<b)<6) for agricultural uses 
in parcels or tracts described by aliquot parts The parcels or tracts arc subject to state 
subdivision requirements and municipal ordinances

* See. 7. AS 38 05.065(c) is amended to read.
(c) The director shall, for contracts under (a), |OR| <h>. or <h) of this section, 

set out in the contract for each sale the period for the payment of installments and the 
total purchase pnee plus interest The director. with the consent of the commissioner, 
may also include in contract* under this section condition*, limitations, and tenn* 
considered necessary ami proper to protect the mtcrcst of the state Violation* of any

WORK DRAFT WORK DRAFT WORK DRAFT
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1 provision of this chapter or the terms of the contract of sale subject the purchaser lo
2 i appropriate administrative and legal action, including but not limited to specific
J |  performance, foreclosure, ejectment, or other legal remedies in accordance with
4 I applicable state law.
5 |  • See. 8. AS 38.05.065(h) is amended to read:
6 (h) The commissioner
7 Q)_shall providc-thaL notwithstanding (a) and (b) of. this section.
8 ifl-JL-CQmrart. for the sale of land classified under AS 38.05.020(h)(6) for
9 ,j m k u llu n d  uk&.Uic Jnicrcsl rate lo be chanted on installment payments mav not

10 ! exceed 9.5 percent; and
11 12) may declare a moratorium of up to five years on payments on land

12 j SiiliLimikUhbLSCtjImlfll !A SALE OF AGRICULTURAL! land classified under
13 j A3_&Q5,n2Q(b)(6) for agricultural uses |UNDF.R THIS SECTION! .f
14 (AJ 1(D) the commissioner determines that the moratorium is
15 in the best interest of the state.
16 01) ((2)J the commissioner certifies and the contract purchaser
17 agrees to perform farm development, crop production, and harvesting, not
18 including land clearing or related activity, requiring the expenditure of amounts
19 equivalent to the payments that would otherwise be made during the
20 moratorium;
21 (il) (<3)| the sale of the agricultural land takes place after
22 July I, 1979; and

23 [ lLLI ((4)| the contract purchaser is in compliance with the
24 development plan specified in the purchase contract at the time the purchaser
25 applies foe a moratorium under this subsection and remains in compliance with
2f* the dcve!i>pmcnt plan during the m<)ra!iHium^«jc.IhejyHIttlUs^uUiKljQjJl5
27 m oratorium , declared under, Ihb pantitratih. interest | INTEREST)
28 payments are subject to the moratorium but interest continues to accrue during

29 the moratorium.
30 * Sec. 9. AS 3805 321(a) is repealed and reenacted to read
31 ia) The department shall include m a document that conveys stale land

|  WORK DRAFT WORK DRAFT WORK DRAFT
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classified as agricultural land

(1) a covenant running with the land that restricts or limits the use of 
the land exclusively for agncultural purposes; and

(2) a covenant running with (he land permitting the owner of state land 
classified as agricultural land to subdivide and sell the land in not more than four 
parcels of not less than 40 acres each and^prohibiting the parcels resulting from the
subdivision that is authorized by this paragraph from being further subdivided.

• See. 10. AS 38.05.321(b) is amended to read:

(b) Sullkvl (Qial.QfJhb KtlimkSMC (STATE) land classified as agncultural 
land that has been selected by a municipality under former AS 29.18 190 * 29.18 200 
or former AS 29.18.205(c) may be approved by the director for patent under 
AS 29.65.050(c) (; HOWEVER. ONLY RIGHTS IN THE LAND TOR 
AGRICULTURAL PURPOSES MAY BE TRANSFERRED AND ALL OTHER 
INTERESTS IN THE LAND WILL REMAIN WITH THE STATE) Agncultural land 
approved for patent to a municipality shall be credited, acre for acre, toward fulfillment 
of that municipality's entitlement under AS 29.65 010 * 29.65030 or former 
AS 29 IS 201 • 29.18.203. (IE THE DIRECTOR LATER DETERMINES IT TO BE 
IN THE BEST INTERESTS OF THE STATE TO TRANSFER SOME OR ALL OF 
THE ADDITIONAL RIGHTS IN THAT APPROVED OR PATENTED 
AGRICULTURAL LAND. THOSE RIGHTS F /sLL PASS WITHOUT 
CONSIDERATION TO THE MUNICIPALITY IN WHICH THE LAND IS 
LOCATED THE NOTICE AND REVIEW PROVISIONS OF AS 38 05 945 ARE 
APPLICABLE TO CONVEYANCE OF RIGHTS UNDER THIS SECTION.)

* See. 11. AS 38 05.321 tv amended by adding new subsections to read
(d) For state land classified as agncultural land that is conveyed under (a) of 

this section.

appropriate votl and waicr conversation divinct under AS 41.10 in the development and 
implementation of soil conservation plznv av authorized by AS 41 |0  110(6);

preparation and implementation of a farm development plan unleu the commissioner

(I) the commissioner nuy requite the landowner to cooperate with the

(2) as a condition of the conveyance, the commissioner may tv< icquitc

sMi I 6 M  IN)
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permits modification of a plan in eases of economic hardship or other extenuating 
circumstances;

(3) the commissioner may not limit
(A) the landowner's right to construct improvements related to 

agricultural use;
(B) the landowner's right to use the land and improvements for 

purposes that arc incidental to and not inconsistent with the primary use of the 
land for agricultural purposes; and

(C) the landowner’s right to subdivide and sell the la<,! if the 
resulting parcels arc not in violation of the minimum parcel size set out in
(a)(2) of this section.
(c) A covenant described in (a) of this section may be enforced only by a civil

action.
(0  In this section, "agricultural purposes" means

(1) the production of plants and animals useful to man. including forage 
and sod crops, grains and feed crops, fruits, trees, and vegetables, dairy animals and 
products, and livestock;

(2) the construction of fixed, permanent, or immovable structures 
reasonably required for or related to agricultural production, including that farmstead 
normally required for yards, driveways, parking, bams, and other outbuildings, and 
similar uses;

(3) the use of gras cl reasonably required for agncultural production on 
the parcel conveyed; and

(4) removal and disposition of timber in order to bring agricultural land 
into production.

26 * See. 12. CONVERSION OF DISPOSALS MADE UNDER AS 3* 05 069<c) OR UNDER
27 I FORMER AS 38.05 321(a). (a) The provisions of AS 38 05.321(a). as amended by see. 9
28 of this Act. apply to state land classified as agricultural land that, under AS 38 05.069(c) or
29 under AS 3S 05.321(a) before its amendment by see 9 of this Act. was subject to the
30 limitation of the conveyance of only the interest in the land that related to agricultural
31 purposes and that was sold, leased, or disposed of by the state after August 15. 1976. and

WORK DRAFT WORK DRAFT WORK DRAFT
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before the effective date of this Act.
(b) When the owner of the rights for agricultural purposes in land described in this 

section applies to the Department of Natural Resources, the commissioner of natural resources 
shall issue a new instrument of conveyance for the land that conforms to AS 38.05.321(a) and
(d). as amended and enacted by sees. 9 and II of this Act. The commissioner of natural 
resources may issue a new instrument of conveyance under this section only if the owner of 
the rights tenders a deed or other appropriate instrument of conveyance transmitting the 
owner’s interests in the land to the state, accompanied by title insurance coverage for or a title 
report affirming ownership of the rights in the person making application under this 
subsection.

(c) Until the commissioner of natural resources issues the new instalment of 
conveyance under (b) of this section, when necessary to enforce a state interest in the land, 
the state may enforce the interests in the land in the manner authorized by the instrument of 
conveyance that transferred the nghts for agricultural purposes.

* See. 13. CONVERSION OF DISPOSALS MADE UNDER FORMER AS 38.05.321(bT 
(a) The provisions of AS 38.05.321(a), as amended by see. 9 of this Act, apply to state land 
classified as agricultural land that, under AS 38 05.321(b) before its amendment by see. 10 
of this Act. was subject to the limitation of the conveyance of only the interest in the land that 
related to agricultural purposes and that was conveyed by the state to a municipality alter 
June 30. 1978. and before the effective date of this Act.

(b) When a municipality holding the nghts fot agncultural purposes in land desenbed 
in this section applies to the Department of Natural Resources, the commissioner of natural 
resources shall issue a new instrument of conveyance for the land that conforms to 
AS 38 05.321. as amended by stcs. 9 - II of this Act. The commissioner of natural resources 
may issue a new instrument of conveyance under this section only if the municipality tenders 
a deed or other appropriate instrument of conveyance returning the municipality’s interests in 
the land to the state, accompanied by title insurance coverage for or a title report affnming 
the municipality’s ownership of ihc rights

(c) Until the commissioner of natural rcs*>urccs issues the new instrument of 
conveyance under (b) of this section, when necessary to enforce a state interest in the land, 
the state may enforce the interests in the land in die manner authorized by the instrument of

f ie 4 :>»r L * u n i t e d  : : x t t r x r  r e tr  P K i c x t r e s )

WORK DRAFT WORK DRAFT WORK DRAFT

C SSB  I6 K F IN )



WO../. DRAFT WORK DRAFT WORK CRAFT

conveyance that transferred the rights for agricultural purposes^)
* S e e . 14. The following regulations arc annulled: 11 AAC 67.162, 11 AAC 07.165, 11 

AAC 67.167(d). II AAC 67.170, II AAC 67.172, II AAC 67.175(1). II AAC 67.185, 11 
AAC 67.187, II AAC 67.188(a)(3). II AAC 67.188(a)(4), II AAC 67.188(a)(5), 11 AAC 
67.188(a)(6), 11 AAC 67.188(b), II AAC 67.188(c), II AAC 67.190(a), II AAC 67.192.
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ALASKA STATE LEGISLATURE
l»'.rt im
Vt} £.i'i Railroad Avenue 
tVjvll.i. Ata'ka <W>54

S«*w«i
Juneju. Alaska W801-1182

(W7) U i HOO 
Fit 46J M05

S E N A T O R  L Y D A  G R E E N
SENATE DISTRICT N

M EM ORANDUM

TO:

FROM:

DATE:

Senator Rick Halford, Chairm an 
Senator Steve Frank, Chairm an 
Senate Finance Com m ittee

J
Senator Lyda GreerV 

January 22, 1996

SUBJECT: Hearing request /  Senate Bill 162

s s z s a s s z s s s s s s s s s s s s s z s z s s z z s s s s s s a s s - S S S S S S S S S S S S S  9 2  2 S

I respectfully request that you schedule a Senate Finance Com m ittee hearing 
for Senate Bill 162 at your earliest convenience.

As you arc aw are from the Senate Resources C om m ittee hearings, the 
adm inistra tion  is now supportive of this legislation providing the issues of 
interest rate  and paym ent for new docum ent conveyance are addressed. Mr. 
Sw anson, Division of Lands has indicated his desire to work with me and 
your com m ittee to address these areas

Please let m e know how  I can be of assistance. Th*'nk you for your 
consideration of this request.



L E G A L  S E R V I C E S

D IV IS IO N  OF LEG A L AND R E S E A R C H  S E R V IC E S  
LEG ISLAT IVE  A FFA IR S  A G E N C Y

(007) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seword S Irw t. Suita 409
Mail Stop 3101 Juneau. Alaska 99801-2105

M E M O R A N D U M  January 27. 1996

SUBJECT: CSSB 162(R£S), relating to state land used for agriculture and to 
state land classified for agricultural purposes -  retroactivity of 
installment payment interest rate provision (Work Order 9- 
LS102DM)

TO:

FROM:

Senator Lyda Green 
ATTN: Brett Huber

Jack C hcnow cth/’ 
Legislative

You've asked me to address whether or not the provision setting the maximum interest rate 
on installment payments fo: land sale contracts for state land classified for agricultural 
purposes is retroactive.

In my judgment, it is not.
•

The state has a definite statutory policy against retroactive application of statutes. Under 
AS 01.10.090. lor a statute to operate or apply retrospectively, there must be language that 
expressly so provides. Nothing in CSSB 162(R£S) does that. The courts will not infer 
retrospective application of a provision.

The maximum interest rate provision should operate only as to installment payments for land 
sale contracts for state land classified for agricultural purposes entered into on or after the 
bill’s taking effect.

JBCglc
96.056.glc

Enclosure



L E G A L  S E R V I C E  S

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3807 or 405-2450 STATE OF ALASKA
FAX (907) 405-2029 130 Soward Slroet. Suite 409
Moil Stop 3101 Juneau. Alaska 99001 -2105

M-E.M.Q.RA ft D.U A1 January 23.1996

SUBJECT: Draft CSSB 162 ( ) relating to state land used for agriculture and to
state land classified for agricultural purposes -  municipal conveyance
(Work Order No. 9-LS1021YK)

TO: Senator Lyda Green
ATTN: Brett Huber

FROM: Jack Chen

I have been asked to address whether or not covenants restricting use of land to agricultural 
purposes attach to land transferred to municipalities.

Where, until now, the state has conveyed to municipalities only the agncultural rights to 
land, CSSB 162’s section 13 directs the commissioner of natural resources to issue new 
instruments of conveyance to the municipalities. These substituted conveyance instruments, 
together with any new conveyances to municipalities for the first time, must conform to 
AS 38.05.321, as amended by this measure. Under amended AS 38.05.32l(aX 1). lhat 
municipal land is subject to the restrictive covenants.

JBC:klb
96-020.klb



TONY KSOWLtS. GOVERNOR

D IV ISIO N  O F  LAND

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

3101C STREET. 5U(Tt 1123 
A H C H O m O C  ALASKA 99303 3947 
PHONE. !K7) 763-2901 
PAX (9Cm 793 2331

January 18, 1996 JAN 22 1996

The Honorable Loren Leman 
Chairman, Senate Resources Committee 
Alaska State Legislature 
State Capitol (MS 3000)
Juneau, Alaska 99801-1182

Re: SB 162

Dear Senator Leman:

At the January 17, 1996 hearing two questions were asked that I could not answer at the time that 
I promised to follow-up on before the next bearing.

First was a question by Senator Halford concerning prequalification of bidders for agricultural 
tracts. The statutory reference for prequalification is AS 38.05.020(bX6). Senator Halford was 
correct that there was a Superior Court case on this very issue.

In 1981 the Superior Court ruled that, at the time, the state had no authority to prequalify bidders 
on the Pt. MacKenzie sale. In respoose to the court decision the legislature, in 1982 as part of 
HB 418 (CL 129 SLA 82), gave the department authority to pre-qualify bidders for agncultural 
tracts. The statutory authority for prequalification has never been tested in the courts since it was 
passed.

The second question dealt with bow interest rates, particularly for federal farm loans are 
determined.

General Information

The Alaska Lands Act provides for the disposal of stale land for pnvate use. Commercial banks 
and lending insutuuons normally will not finance the acquisition of unimproved land, especially 
in remote arc;vs. To reduce the instances of speculation and promote the transfer of state land to 
the broadest spectrum of the Alaskan population. AS 38.05.065 was passed by the legislature to 
allow the purchase of land on an installment basis. The contract obligors are not subject to a 
credit check. A five percent down payment is the only requirement. Title to the land is not 
conveyed unul the installment contract is completely paid.
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History of Interest Rate Charged

In 1979, the statute (AS 38.05.065) was changed to establish how the interest rate on land sale 
contracts should be determined. The statute allows for installment payments over a period of 20 
years, with interest at the prevailing rate for real estate mortgage loans made by the federal land 
bank for the farm credit district for Alaska at the time the contract is signed.

The federal land bank was superseded by the Farm Credit Service (FCS) in the 1980's. From 
1979 to 1987, only one rate was furnished each month to Division of Land (DOL) by either the 
federal land bank or FCS. In 1987, FCS provided DOL three variable interest rates classified as 
Tier L. IL or HL The rates varied from 9.75% for Tier I to 12.25% for Tier HL FCS used the Tier 
I rate for the most credit worthy applicants. DOL chose to use the Tier HI rate since credit 
information was not required from the contract applicant

In 1988, FCS replaced the three variable rate tier system. The new system for agriculture loans 
included four variable interest rates for each of eight different terms (one to thirty yean). Each of 
the 32 rates was subject to a rate code adjustment for credit worthiness. A credit of .61% was 
allowed for a 5% buy down of the principal (down payment). On November 28, 1988, DOL 
Director’s Policy 89-06, established rate code 6 as the rate that DOL would use as the adjustment 
for the financial condition of the average Alaska borrower. Rate code 6 increased the base rate 
by 1%.

FCS again changed their rate methodology in September 1989. They established one base rate 
for the eight different terms. A variable rate was used for shorter duration loans (ooe or five 
years). For long term loans (ten to thirty yean), the one rate that was quoted was a fixed interest 
rate mortgage. FCS continued to use the six rate codes for credit worthiness. Although they 
offered fixed rate and variable rate loans, most loans issued were variable rate loans. An attorney 
for FCS. in July 1989, determined that an equitable fixed rate mortgage loan rate would be 1.75% 
more than the variable rate used by FCS. Therefore, horn September 1989 through December 
1994. DOL used the base rate provided by FCS for a 20-year mortgage and adjusted this interest 
rate upwards 1.75% for the variable to fixed rate adjustment, and increased it an additional 
1.00% for the rate code 6 adjustment. This 2.75% increase was then reduced by .61% because 
land sale contract obligors were required to make a 5% down payment.

In April 1991, FCS again changed their rating system for credit worthiness from six rate codes to 
five alpha ratings ( AAA. AA. A. B. C) for both fixed and variable rate mortgages. They 
continued to offer the eight different terms. A loan with a rating of AAA was reserved for the 
most credit worthy applicants. At this ume. FCS stopped granting a credit for a down payment 
amount. Since the FCS is not a public lending institution, it can establish its own rates that favor
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particular markets and customers. It can. and does, discriminate against less credit worthy 
borrowers.

Interest Rate Methodology

Toe interest rate used by D N R  is one of the five rates (AAA. AA. A, B. C) used by FCS for 
twenty-year, fued-rate real estate mortgages. The reasons for choosing the “A" rate include:

a. The "A" rate is the midpoint rate. If one standard rate is chosen, then contract
obligors at both ends of the credit worthiness spectrum may pay more or less interest than they 
should; however, using a mid-range will lessen the financial impact to the average contract 
obligor.

b. The rating methodology used by FCS to determine the credit worthiness of
an applicant is proprietary information and is not known by DNR.
Therefore, even if DNR would obtain credit information from the contract 
obligor, it would be impossible for D N R  to match the credit worthiness of 
a land sale contract obligor to any one of the five rates provided by FCS.

c. DNR does not require credit information from the contract obligors.
Therefore, DNR does not have the information to decide what credit 
worthiness rate it apply to each land sale contract Absent a specific rate 
to charge, a midpoint rate is the logical one to use.

d. The AAA rate is reserved for the most credit worth contract obligor.
Normally, a borrower who has received the highest credit worthiness 
rating from a financial institution will no: default on loan payments or 
have the loan terminated because of lack of payment The average new 
DNR land sale contract obligor does not meet these high credit worthy 
criteria. During 1994. DNR issued 1,126 default notices on approximately 
3,700 land sale contracts. The default notice is the fust action in the 
foreclosure process. Most of these defaults were cured before DNR took 
final action to foreclose on the contracts. However, since 1987 
approximately 1 000 contracts were relinquished, terminated, or foreclosed 
on. Therefore, using the midpoint A rate recognizes the implied financial 
condition of the average DNR land sale contract obligor.

The interest rate for January 1996 is 9.43%. It has been steadily dropping over the past year 
when it reached an all tiro high of 12.35%.
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In order for the public to easily determine our interest rate, we are proposing in HB 191 to set the 
interest at the ‘‘prime rate" as published in the Wall Street Journal plus 4%. This rate recognizes 
private market conditions and our inability to establish a credit worthiness rate for each 
individual sale contract.

I hope this answers the committee's questions. Please feel free to contact me if there are any 
further questions.

Sincerely,

Deputy Director

cc: Carol Carroll
Jay Kertulla 
Pat Pourchot
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Bill D. Ward 
P.O. Box 350 

Soldotna, Ak. 99669 
907-262-5135

W R I T T E N  T E S T I M O N Y  

S E N A T E  B I L L  162  11 A N  A C T  R E L A T I N G  T O  A G R I C U L T U R E  L A N D "

I have provided testimony in support of SB-162 before the Senate Resources committee and 
I would refer to those minutes for further information. While there are many arguments to 
support passage of this legislation, I will limit this testimony to the financial benefits of this 
bill.

The DNR has submitted a fiscal note to this bill which I believe to be totally erroneous and 
intended to diminish support for this bill. Passage of this legislation will restore prhatc 
property rights, allow the private sector to manage the development of an industry, and save 
the state money by reducing the unnecessary interference of the bureaucracy. In conflict with 
the DNR position, I submit that:

The passage of SB-162 will:

1) Save the Stale money by: reducing the number of DNR employees necessary to 
administrate agriculture land contracts and monitor utilization compliance. For years the 
Division of Agriculture has employed two-three people whose job has been to administrate 
sale contracts and provide inspection of the development schedules. Glen FrankJh and Ed 
Arobio in Fairbanks are both contract administrators and portions of the staff in Palmer 
work on contract administration. 1 recently purchased two ag-rights parcels from the state. 
To comply with all the existing regulations for ag-rights land the Divinon of Agriculture 
spent over 100 hours of time just to conclude the sale. Yearly compliance checks will 
consume more time. That doesn’t allow for all the time 1 invested just to provide the 
required information. With the passage of SB-162 there will be significant less staff time 
required to administrate agriculture land sales and the DNR staff can use their time in more 
productive ways such as organizing new land sales or developing expanded markets. Aspects 
of the bill will also reduce the direct costs of land sales, expedite the process, and save the 
state money.

2) Make money for the Stale by: facilitating land sales which provide revenue and improve 
the economy of the State, Much of the land which is already classified for agriculture is 
currently unproductive and not making money for anyone. If the land ia told at a fair price 
and the buyer has the opportunity to make independent business decisions, then the state 
will benefit from the revenue of the land sale. Land sales are in the best interest of the state 
and profitable when they enhance the quality of life and stimulate economic ventures which 
have a reasonable chance for success. Many of the previous sales which failed were doomed 
to failure when the state imposed unrealistic development demands on the buyer, saddled
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them wilh high interest rates, and controlled the operations of the farm. The passage of SB- 
162 will give land buyers a reasonable chance for success and the initiative of the private 
sectoi will expand the agriculture economy and the growth of Alaska.

3) Prevent conflict and save money by: addressing the problem of existing ag-rights patents 
which are inconsistent and conflict with the language of statute. I have seen at least four ag- 
rights patents which have been issued each with different versions of what is transferred by 
title. There has been an ongoing dispute reg.rding the intent of statute, the policy of 
regulation, and the legal basis of the ag-rights patents. Unless something is done to correct 
the problem a challenge is inevitable and the costs for everyone to resolve it will be high. 
Regardless the Div. of Lands will eventually have to reissue new patents to either meet the 
intent of existing statute or to comply with SB-162.

4) Stimulate the economy of Alaska by: eliminating the burden of ovcr-regulation, poor land 
title, and cumbersome land sales which has hampered the growth of agriculture. People who 
want to get into agriculture today will bring forth significant personal assets, business 
expertise, and a dedication to make their enterprise succeed. The federal Farm Credit 
Service and other commercial lenders are willing to invest money into the development of 
private farms and the cash flow from these businesses will support local economies. The 
disposal of a portion of Alaska's land, which is otherwise unproductive, into a 
environmentally sound resource based economy is a good investment for the stale and 
critical for the rural economy of Alaska. By turning the land and investment over to the 
private sector the state does not assume the risk and enjoys the benefits of the successes of 
Alaska’s citizens.

Submitted by:

Dili D. Ward
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. SB 178
Sm all E m ployer Health Insurance 

B y: R icgcr

S c h e d u le d : 2 / 6 / 9 6  

Previously  Heard:
Increases size o f sm all em ployers elig ib le for m andatory coverage from  25 to 50 
e m p lo y e e s .
7oIdcr contains: Schedule request, sponsor statem ent, letters of support, and a 
com parison of sim iliar requirem ents, state by state. There is a zero fiscal note.

Trac (Tray) Anderson o f Blue Cross of AK & WA to testify from Seattle.

P R E V IO U S  S E N A T E  C O M M IT T E E  A C T IO N :
1 L&C 3 DP. 2 NR

DP: M iller, Torgerson, Kelly 
NR: Duncan, Salo

2 FIN

F IS C A L  N O T E S : 1 T o ta l: SO.O
1 DCED $0.0 Zero fiscal note for FY97.
I n s u r a n c e

A M E N D M E N T S :

H O U SE A C T IO N :
None yet.

W 11 n c s i ( c i )
Rep resen ta tive from  the D iv is io n  o f  Insu rance .

p agC j Senate F inance C om m ittee 2 / 5 / 9 6  7 :41 :32  PM
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Gordon Evans representing Health Insurance A s s n .  o f  ATTScrlca , j

Teleconference site: direct dial (206) 670-5483 I  Q Q  ^  j

Trac Anderson, Sr. Vice-President of Blue Cross tc^tcsrtiy'Trom SCtmhr:------  —
Jeff Duzcnbery of Blue Cross at Anchorage LIO to answer questions.

S u p p o r t  Letters of support received from: Baldwin Financial Concepts, Lincoln
Id lers Financial Group, Southern Alaska Life Underwrites Assn., Hagen Insurance.

David Frazier & Associates, Pension Services, Ltd., Health Insurance 
Association of America, and National Federation of Independent Business.

Opposed: Trac Anderson, representing Blue Cross of Washington & Alaska.

Scheduling  C om m ents:
2/5/96 T eleconference A nchorage i A O  &  d irec t dial Seattle.
2/5/96 A sked JR to confirm  te leconference call; will  relay m essage
2/5/96 A lerted Betty to call from  JR
2/5/96 A dditional le tte r  of support, B c tty /R icg cr
2/2/96 Call from Jerry  Rcinwand (JR ) ind icating  concern
1/31/96 verbal req u est to schedu le  
1/25/96 verbal req u est to schedule

S p o n s o r  S t a r r  P h o n e  F a x
Betty H a rg ra v e  6 5 9 4

/ 3 A s e

's - i

S  S f  /  S ~ s ~ y  y f  S  0  < f  &  f r ' )

CST7H LJL- s n a / / / ? • * 5 s * :  / A i c j f S t P
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