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supplemental appropriation to the Department or Education;
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Original sponsor: Rules Committee byrequest of the Governor

IN THE SENATE BY THE FINANCE COMMITTEE
HOUSE CS FOR CS FOR SENATE SILL NO. 150 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - FIRST SESSION 
A BILL

7or an Act entitled: "An Act making appropriations to the Department of
Education; and providing for an effective date."

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $9,109,202 is appropriated from the general fund 

:o the Department of Education for the fiscal year ending June 30, 1977, to 
je allocated as follows:

Foundation Program - Regular $1,956,733
Foundation Program - REAA's 2,638,000
Pupil Transportation- Regular 2,163,100
Local Formula - REAA''s 1,217,470
AVEC and other 615,000
Safe Water 103,000
Audit Exception - Vocational Education 15,889
Bering Strait REAA 400,000

* Sec. 2. The sum of $2,565,000 is appropriated from the general fund to 
:he Department of Education for the fiscal year ending June 30, 1978 to be 
illocated as follows:

Major maintenance projects having a cost 
in excess of $10,000 such as, but not 
limited to, roof repair, water and 
sewer improvement, fire and life safety, 
boilers, power generators and correction 
of building code deficiencies - REAA's $2,350,000 

Survey of existing REAA facilities for
-1- HCS CSSB 150
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cost of correcting life safety and
other deficiences of the facilities $ 215,000

* Sec. 3. Section 1 of this Act takes effect immediately in accordance 
?ith AS 01.10.070(c); sec. 2 of this Act takes effect July 1, 1977.
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Original sponsor: Rules Committee by Oferred: 4/12/77
request of the Governor Referred: Rules

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 150 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act making a supplemental appropriation to the

Department of Education; and providing for an effective 

date."

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

* Section 1. The sum of $8,709,192 is appropriated from the general fund 

to the Department of Education for the fiscal year ending June 30, 1977, to 

be allocated as follows:

Foundation Program - Regular $1,956,733

Foundation Program - REAA's 2,638,000

Pupil Transportation - Regular 2,163,100

Local Formula - REAA's 1,217,470

AVEC and other 615,000

Safe Water 103,000

Audit Exception - Vocational Education 15,889

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.- 

070(c).

# -1- CSSB 150



F e b r u a r y  1 1 ,  1 9 7 7

Tho Honorable John L. Rader President of the Senate Alaska State Legislature Juneau, Alaska 99011
Dear Mr. President:
Under the authority of art. Ill, sec. 18 of the Alaska • Constitution, and in accordance with AS 24.30.060(b) and the Uniform Rules of the Alaska State Legislature,I am transmitting a bill for a supplemental appropri­ation of $13,768,325 to the Department of Education.

Sincerely,

Jay S. Hammond Governor



SENATE BILL NO. 150SB150 TO-, r Ron Lind, Director
\Budgctand Management 
Offi'ccof the Governor

f COM, Nat Cole, Deputy Commissioner 

Department of Education

DAM. February 2, 1977 

fttfNO.

1UEPHONENO, • ’
suajrer, FY-77 Supplemental

'1. Foundation Program - Regular

FY-77.. Appropriation
let Quarter Revised

$123,657.1
125,657.1
(2,000.0)

11.

(a)

Based on revised estimates received from the school districts. 
Appropriation figures include the increase from 93% to 95% floor 
for foundation support. . .

e '• • •  •.*. *
Foundation Program - REAA's •

FY-77 Appropriation 40,422.5
1st Quarter Revised Est. 43,060.5 ■ '• 1

(2.636.0)

Increase due to increased number of local secondary programs and 
assumption of formerly BIA-opcratcd schools.
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(b) P.L. 874 Shortfall ’ . (5,000.0)
. . (7,038,000)

J .
Due to a federal ruling, the P.L. 874 funds which were projected in the 
FY-77 budget will now go directly to REAA's. First payments of P.L. 874 
funds arc made about March of the current fiscal year and in October of 
the next fiscal year. Such delays would cause severe cash flow problems 
for REAA's. In order to relieve this problem, the Department is proposing 
.that foundation payments be continued to REAA's.- Tliis would require an 
estimated $5,000,000 increase in state funding for FY-77 since our current 
projected 874 receipts arc $21',300.0 and we have budgeted $26,300.0.

Total foundation program - REAA's (7,638,000)

•ID. Pupil Transportation - Regular

FY-77 Appropriation 11,205.6
'Revised Estimate 13,368.7
Supplemental Needed (2,163.1)

The estimated transportation cost for FY-77 will be $13,368.7, The 
FY-77 appropriation was $11,205.6 which produced a $ 2,163.1 ' .
• chorlfall. . . . . . .

• * «' . . .

IV. Local Formula - REAA's ; .■ ~ 1 . . .  i .

Based on city and borough school district audit reports for FY 1976, the •
• In-Lieu-of Rate per ADM for REAA funding for FY 1977 is as follows:

City and Borough appropriations $31,597,862
• , City and-Borough In-kind Support 715,187

Mini 874 Revenue 3,353,813 '
' f PL 874 Revenue 5,591,219

Tuition ' 2,313,124
Total $43,571,205

City and Borough ADM (excluding Base Schools) with half-day
kindergarten students, counted as one-half - 71,268

43,571,205 -r 71,268 = $611.37 or $611.00

To fund a rate of $611.00, using the first quarter ADM figure of 
10,770, a supplemental of $1,217,470 is required (10,770 x $611 =

• • $6,580,470 - $5,363,000 appr. - $1,217,470).
• .

V. AVEC. $615,000

The Department of Education respectfully requests a supplemental request 
of $615,000 to fund the subsidy for community service in the KEAA schoo;

* districts where the Alaska Village Electrical Cooperative supplies power
to the school. As you arc aware, the state coniract with AVEC provides for 
a fixed fco regardless of the amount of power used plus a cost of fuel 
escalation clause. Regardless of how much power the school uses, tho 
amount of payment to AVEC remains constant. There has been an inter­
governmental group (see memorandum of Aug. 20, 1976) seeking solutions 
to how the subsidy schools have been paying for village electrification and 
the benefit of other consumers could better be handled. The group believes 
tho proposed formula provides Die REAA's incentive and Keeps AVEC from 
assuming carte blanche in supplying power to bcIiooIg anti villages.
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February 11, 1977

SB Based on projected actual usage, the schools would pay an estimated
2.50 $573,619, whereas the slate subsidy of community service v/ould be

$614,804. The proposed formula endorsed by the intergovernmental 
task group has been the method used in determining the amount of 
subsidy. The formula would require the REAA to pay 17? per KWH (the 
average statewide rate AVEC charges) plus the area differential in the 
state funding program. . ,. . .

VI. Safe Water $1QP,000

Safe water facilities arc being subsidized by ADEC. However, the 
subsidy varies from site to site. Three sites, Selawick, Alakanuk, 
Nulato, with identical plants and similar costs, receive different 
ADEC subsidy, while the school districts are charged unlike rates/ 
Whereas Selawick district pays an annual fee of $20,500, Alakanuk and 
Nulato districts pay $72,000. To be treated equitably, Alakanuk and 
Nulato should pay the same rate as the Selawick district; $72,000 - 
$20,500 = $51,500 subsidy needed per site.

Total supplemental needed is 

VII. ASOSS FY 76 Negative Balance

$103,000

When SOS (Dept. 19) was abolished on 6/30/75, there were state pur­
chase orders for military base schools in process in the amount of 
, $303,900. Rather than cancel the orders for needed equipment and 
supplies, funds appropriated to the Department of Education for base 
schools were transferred to a FY 76 account for AUBSD's use in 
encumbering and paying for the state purchase orders for base 
schools.

When Department 19 was terminated on 6/30/75, no provisions were 
made to fund FY 75 termination pay, gently pay and rctro-salnry

/ > / P .

  g e e  - 7  e>
increases so the Department of Administration̂ thnrged these FY 75 2  Y 0
payroll costs against the FY 76 account for base school supplies and ^ ^  0 g / r 1 **

The Department of Education made every effort to cover these costs
and was able to cover all but $15,866.22 of the $456,573.39 in deficit “
FY 1975 SOS payroll costs charged to the Department of Education 
account, . .

'/> v [



Vllt. Audit Exception - Vocational Education

On September 24, 1977, the ALska Department of Administration, 
Internal Audit, completed a review on Vocational Education Memor­
andum of Agreements with Alaska Methodist University (Nos. 3810-76 
and 3805-76) in which ineligible reimbursement project costs under 
federal guidelines w ere found amounting to $15,888.70. The review 
further indicated that the ineligible costs resulted from questionable 
judgment by program administrators.

Alaska Methodist University states that it had acted "in good faith" 
under the direction of the DOE grant supervisor, and therefore, the 
ineligible federal funds withheld by the DOE from final payment to 
AMU was not justified.

Supplemental state funds requested in the amount of $15,888,70 for 
reimbursement of AMU for services under the above memorandums 
docs not represent a corresponding loss of federal vocational 
education funds. During FY 1977, Alaska received approximately 
$340,000 more in federal funding than originally anticipated without 
a needed increase in state or local matching monies. Therefore, 
supplemental funding requested does not reflect a decrease in the 
Slate's treasury, but rather a means of reimbursing AMU for 
expenditures disallowed by federal rules and regulations.
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iO: f William D. Thomson, Director 

Management, Law & Finance

date t F e b r u a r y  2, 1977

/£> 0
from: Richard J* Penrod

School Finance Specialist

SUBJECT: 1 9 7 6  R E A A  In-Lieu-of

Local Support Rate

This memorandum supersedes m y  memorandum of January 20, 1977, which was 

in error.

Based on city and borough school district audit reports for FY 1976, the In-Lieu- 

of Rate per A D M  for R E A A  funding for FY 1977 is as follows:

City and Borough appropriations 

City and Borough In-kind Support 

Mini 874 Revenue 

PL 874 Revenue 

Tuition

Total

$31,597,862

715,187

3,353,813

5,591,219

2,313,124

$43,571,205

City and Borough ADM,(excluding Base Schools^ with half-day 

kindergarten students, counted as one-half - 71,268

43,571,205 f 71,268 = $611,37 or $611.00

Presently, the supplemental requested of $S29,800 will only fund the estimated 

rate of $575.00. To fund a rate of $611.00, using the first quarter A D M  

figure of 10,770, a supplemental of $1,217,470 is required (10,770 x $611 = 

$6,580,470 - $5,363,000 appr. = $1,217,470).

For FY 78, it appears from budget figures that the rate will be an estimated 

$794.00 computed as follows:

Est. City and Borough Appropriation 

Est. City and Borough In-kind Support 

Est. PL 874 Revenue 

Est. Tuition 

Mini 874

Total

First Quarter FY 77 A D M  = 72,364 

$57,443,800 r 72,364 = 793.82

$48,643,800

800,000

5.600.000

2.400.000 

-0-

$57,443,800

r



William D. T h o m s o n - 2 - P c b r u a r y  2, 1

It would appear that the minimum appropriation for FY 1978 should be 11,619 

x $794, or $9,225,500. The present request is for $7,552,400. Any Mini 874 

funding would, of course, increase the rale above $794.00.
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August 20, 1976

.MEMORANDUM

TO: • Sue Greene, Special Assistant .

Office of the Governor 

dim Edenso, Deputy Commissioner

Dept of Commerce 6 Economic Development 

Mike Harper, Deputy Commissioner 

o Dept, of Community & Regional Affairs

Richard Holden, Deputy Commissioner 

Dept, of Public Works 

Ronald Lorensen, Assistant Attorney General 

Dept, of Law 
Dan Dawson, Budget Analyst, Budget & Management 

Office of the Governor 

Nathaniel Colo, Deputy Commissioner 

Dept, of Education .

•>
FROM: Wi 11 iam D. Thomson,•'Director

Management, Law and Finance 

Dept. of. Education

SUBJ: Proposed form, la for treating REAA's schools the same as other

consumers -- Alaska Village Electric Cooperative (AVEC) power.

Per our meeting of August 2, 1976, and a subsequent meeting Friday, August 13, 

the following is a proposed solution by which the REAA school districts using 

AVEC‘power would be charged equitably as compared with rates charged to AVEC 

customers.

For your information, the current contract for AVEC power at the village schools 

is between AVEC and the State of Alaska. Such contract does not expire until 

FY 79. The State will continue for FY 77 the existing AVEC contract with the 

State as prime contractor while assigning its rights under that contract to the 

REAAs. (See letter from Sue Greene to Loyd M. Hudson, duly 19, 1976, attached.)

The 'contract also provides that the State must pay a one time disconnect charge 
of $90,000 per site whether such disconnect is during or at tho end of tlu: 

contract period (contract is renewable at the option of AVEC).

At the current time, the schools arc charged a unit established by APUC as a 

reasonable charge for AVEC for the school. The current value of that unit 

is a flat rate of $2,035 per month regardless of the amount of power used,



plus a cost of fu«‘| escalation clause. The unit value for FY 7/ is esti­

mated at $'10,930. I,, certain locations, because of higher power require nts

those with new sop.u.ite secondary schools are charged two units u m i c r  the /V’ i C 
contract. School m i j c i a l s  have objected to the flat rate charge for they 

feel it does not provide them with an incentive to conserve. TiV»v also feel 

they are treated u n s u i t a b l y  or pay a higher rate than other consumers. (V-c 

Column 4, Exhibit i, which shows the actual cost per Kl.'M). In effect the*'*' 

are paying a subsidy to AVEC for the benefit of other consumers; t h i V i s  a"* • 
community service rather than an educational expense.

To remove the expense of this c o m m u n i t y s e r v i c e  from the educational dollar, 

attached find a proposed formula, Exhibit I, which would insure an equitable 

charge for power to the schools, with the difference between the school cost 

and the State contract with AVEC being treated as a subsidy for community 

service. The basiv-. assumptions for the formula are as follows:

Charge the schools at the same rate as other- consumers. Cased on Exhibit II, 

attached, provided b\ AVEC for calendar year '75, the cost to other consumers 

is 176 per kilowatt, however, the AVEC is filing a proposed rate change for 

other consumers with the APUC. Therefore, as a matter of comparison, we have 

treated reasonable cost to the school, as compared to other consumers, at 176, 

196> and 276 per kilowatt hour. In addition, we hove used the total kilowatt 

hours used by the si.itc schools, as provided by AVEC for calendar '75, adjusted 

some of those to r e flect full year costs for new high schools or. now additions, 

and included a reasonable kilowatt, hour increase. That amount has been multi­

plied by thediffero:^- rate per kilowatt hour (176, 196 or 276), adjusted by 

the instructional uv!-;. allotment (or area differential -- running from 0 to 

33.75% —  that the rooions receive for geographical'isolations throughout the 

State), plus an adci:-.0 nal isolation factor of 5 % for those locations not con­

nected by ferry, r.\il~0 ad or highway to Anchorage, Fairbanks or Ketchikan.

The difference in r-.o amount of subsidy has been computed at the different

rate. From that in-'e-'motion, we can determine that the amount the State would 

have to subsidize f a r  the REAA districts for the community service based on 

different rates wou'.o vary between $596,024 (at a 176 per kilowatt rate) to 

$299,613 ( at a 27c i v r  kilowatt rate).

The formula as p r o p e r  would:

a) provide the R; .\As with an incentive to conserve,

b) treat the in a manner equitable with other-consumers of

AVEC power, .vj,

c) keep AVEC f:\\«, assuming they have carte blanche on supplying 

power to see cc Is and villages. •

If the REAA does no: - is a to enter into an agreement with AVEC after the

termination of the c^r-vnt State contract, consideration should be given to 

budgeting for the d ; cc-cnr.ect charge. Also, new school construction should 
include adequate gevc \'iiiwi capacity which could be operated by the school 

system or leased to in return for reasonable power rates. •

Any questions or co;::-='.>ts concerning the proposed formula should be sent to 
my attention.



/

J u l y IS, 1976

Ite* hoy d M. nods on.General Manager . •.Alaska Village Electric ' • ■
Cooperative, Inc. . . . '929 Tudor Road . . .Anchorage, Alaska 99503 *
Dear Mr. Hodson:

•• .This 'letter is to reiterate points of our discussion in Anchorage on Thursday, July 15th*
As I indicated in our discussion, there arc several mis Understandings reflected in tho June 28th letter. For clarification, I wish to enumerate tho basic points:

lo The State will continue for Fisal Year *77 the existing AVEC contract with the State as prime contractor while assigning its rights, under that contract, to the EBJwVs. Billing may continue through the State of • • „ Alaska for electric service, with the State .} billing out charges to the REAA under thecurrent contract. Any supplemental appropri­ations deemed necessary.by the REAA’s would then be applied for through tho Department • of Education under the guidelines of the Legislature!s amendment to the budget and department requirements. Those requests would be submitted to tho Legislature fol­lowing the usual procedures and executive approval.
2. While all* State officials who have worked ‘ • with AVEC in the past as well as the presentV70.ll understand the pressures under which you arc forced to plan and order equipment, there arc some severe limitations on the • • ' activity by the State. For exampleunderno circumstances can the State nd;ainir.tra- fcion uni laterally provide assurances that the RJ.'/i.A’s will enter into long-torn power purchase contracts with AVi'JC. The legisla­tion creating the REAA's prevent.*; L(.ate in­volvement in contract negotiation:: of any

a



kind with tho REAA's. Beyond that/ to at­tempt any sort of coercion or pressure would violato tho very heart of the "local control" concept 'which the RBAA legislation embodies.
In regard to legislation, there are several points that need to be clarified:
a* - The questioned problem to be addressed by an intor-departmental working com­mit too of the Administration is not simply "high utility cost", but rather a combination of how to pay for the electricity after having undertaken she commitment to supply the created demand for electricity, and the broader qucs- „• tion of v/hat the State policy toward tho subsidising of power in schools and/• 4 or villages should be. A review of ■ ■■ these basic questions, as well as re­lated fiscal issues, will hopefully be completed in early fall. However, there was no commitment to complete drafting of legislation by fall, and certainly the provisions in Senate Bill CIO and • Senate Bill 673 are not likely to bp. • •_• the heart of tho resolution arrived at since they were less than acceptable to many during the past legislature.
b. In this v.’hole process, of course, the APUC and the Legislature cannot be over­looked and, therefore, the mere act of tho Administration drawing up a piece■ of legislation cannot serve in any v/ay as a State commitment for reassurance to UBAc However, clearly the State Admin­istration is eager to exorcise all of tho. power it has to resolve tho problems, establish sound policy and provide nec­essary legislation to prevent future crises.

• •c. Xn order to have the evidence you require ~ which apparently must be in the form of long-term power purchase contracts - to support the loan feasibility for continue invostment in the communities, it will be necessary for AVBC to deal directly with tho UHAVc.



Mr* Loyd M. Hodson * - 3 - J u l y  19, 197 G

4o xn regard to the rate revision, I am pleased : that AVEC will be filing for a change in thoir tariff and realise there are several issues in. question as related to ouch a plan that aro appropriately addressed to tho APUC.
• 0

Thank you again for taking the time to meet with ne in /Anch­orage. 1 shall keep you posted, as X agreed to, regarding the progress of the inter-departmental working committee and emerging policy recommendations. I most certainly hope that the resolution to the rurual electrification issue can be developed within the next year so that the future does not find either the contractual or service delivery crises that wo have experienced recently.
Please do not hesitate to contact me if you have further questions regarding those related issues. . *'

*t#• . • Sincerely,

Suo 5« Greene Special Assistant to the Governor

SG::cm • ’ ‘cc: James Edenso, Deputy Director’,Department of Commerce and Economic Development Ron Lorensen, Department of Law Dr. Marshall L. Lind, Commissioner of Education Lee Mc7uierney, Commissioner of Community and • Regional AffairsDonald Harris, Commissioner of Public Work*;Lowell Jensen, Executive‘Director, Alaska Public I) ti 1 it.ic 5> Comi. ssion Charles W. Pitch, Director, Western Area Electric, R.E.A. Malcolm Check, Alaska Field Operations Representative, R.E.7\ Lester Wilde, President, AVEC Board of Directors John Shaw, Esq., AVEC attorney 
b c o :  Randall Weddle, Esq., Faulkner, Canfield, Doognn fi Holmes Randy: These are tho pieces of correspondence I referredto in our conversation week bo fore last. If you have any further questions regarding the situation, please call me or Ron Lorensen.

Guo



c A l a s k g  c V i l l a g e GE h c M c  G o - o p e & t i v e ,  i n c .
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TilLEI1] JOi\'Ii' 279-;i:>-IE
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CERTTIIED HA71 RETUP.U RECEIPT REQUESTED

June. H , 7976

Hi. Sue. S. G'/icenc.

Spe.cJ.at Assistant. to  G' veJcnoh Hammond 
Pouch A - S.fa.£e. Cap.(V.o£

Juneau, ACaska 99£)/

PeuA Hi. Gheene: "

This lc.ti.ejL w i l l  Sc Jive to  document ceJitain undehs land ings  cut h c c t i i t  
me.eJj.ncj6 between State. and El A 0 { { ic ia ls  ancl Loyd M. llodson, Gc.neAal 
lianageJt, Alaska V illage. E lec tr ic . Cooperative., In c . , (Al'EC), and John 
Shaw, A.V.E.C. A tto rney on June 2.1st and June. 22nd, 1976, in  Juneau, 
Alaska. The puhpose. o{ these meetings was to  discuss the  se.veke pkoblems
t h a t  AVEC would Im m ediately {ace i {  theJiS. - i i  no t a ke,6olutj.on c { d i f f i c u l t ie s
.associated w ith  the tJians{eJi o{ Powek Pahchase ContAacts (\kom th e  S ta te  
to  R.E.A. A. akeas and the  k e s u liin g  Impact on the  a b i l i t y  to  fit nance, 
inmedia te  and ^uiukc constJiuctd.cn c {  {a c itH L c s  using Rukal E le c tT if ie a iio n  
A dm inrsthaticn (R.E.A.) loan money. The pkoblem  wcjlc w e ll o u tlin e d  in  
a le txeJi o{ May 11, 1976 to  l.este'c (H ide, Pkcsi.den t  ofi the. AVEC Board 
frioui the  Rukal E lc c th i{ ic a t io n  A d m in is tra tio n  pke.viously sub m itte d .
A{teJi a consi.deA.able d iscussion and kevie.to on AVEC ke.qudJtements, we weJie 
advised {ok the  coming { is c a t  yean, standing J u ly  1, 1976, AVEC would

• •continue, to  b i i i  the. State, o { Alaska {oh ele.ctJiic seJtvicc undcA th e  
Contkact, as i t  c iuu ien tly  e x is ts . The S la te  o{ A laska, in  tu rn , then 
would make s u ita b le  cuvia\igejncnts w ith  the  R.E.A.A. '<s -tit kegakd to  { is c a l  
tkans{eks ok supplemental app rop ria tion s  on Ghauts as may be apphop'Uate. 
This w il l ,  a llo w  A.V.E.C. to  kemain {e a s ib le  du-'Ung th is  tim e  and AVciC 
ac.cohdingly w i l l  continue w ith  the  1 976 c o n s tru c tio n  pkogkam, unless 
Otherwise odv.ised by R.E.A., in c lu d in g  such im pohtan t phoje.cis as i n i t i a l  
Sekvice. to  the village. o{ Am h i ek and kc.buiiding the S t. M chae ls  and 
Uookvih powsk p lan ts  pke.viously destroyed by { ik e , among scones o{

.otheJi hequiked con s truc tio n  p ro je c ts  underway in  a numbek o { v il la g e s .

The A.V.E.C. billings s ta r t in g  J u ly , 1976, {(’Clewing th e  Unohgan.iv.cd 
Bohough School D is t r ic t  phaseout, w i l l ,  accohdingl.y be. {ohwvided to  .(he. 
Vep.Vtime.ni o{ Education. *
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A.V.E.C. - must apply A ho .'illy  ( on a s u b s ta n tia l new loan (horn the  Ruhal 
El.cctrX.( Ic.a-tio11 Admaiis.Viaiion In  crdeJi -to meet con.struc.ti6n hequlheme.nts 
which have been committed to  (oh the balance ofi 1976 and th roughout 1977 
and 197S. The la te x t  tim e to  order d ie s e l e leeth ie. se ts  to  meet 1977 
6hipping schedule he.qu.i)ceme.n.tx is  no la teA  than September 20, 1976. 
A.V.E.C. cannot commit jJo/t any a d d it io n a l new majoh equipment .items 

v u n t i l  Mich tim e a t we ahe MUie that, the  necexsary suppoht I t  a v a ila b le  
•(,0)1 ob ta in ing  a new R.E.A. loan. This would in c lu d e  tome assuhand.es 
that the R .E .A .A .'s  w i l l  en te r In to  long team power purchase. Con.traeis 

• w ith  A.V.E.C. In  ohdeJi to  achieve th ix  o b je c tiv e , con.slde'Ung cu v ie n t 
' ' t im in g  o( th e  L eg is la tu re , th e ixee.d (oh ade.quate phqeuhement lead  -time, 

and loan phocexsing tim e, th e  ( a llow ing  Ate p i wexe In d ic a te d : !

A b jq
lA • y.A>

7, Le.gi a lo tio n  Teh REAA f unding Pah U ii l l t l .e x
Proposed Leg ix l.a ti.ve  B id , to  be AuppohtexI by the  A d m in ix tra t lo n ,

up
o. />.-• i . y /  A Phoposec 
1 l ^ ‘A , warijd.~cOm

CX* LL&dllttJ CO A
P u d

■ P<^r~
or.rt-'-c

i /
to '

and provide phovi
and ye t have cchta ln  hcx.Via.intx in  regard to  t o t a l  costs based upon ’ c j ~-ca
h is to r ic a l data, oh oX.Iiqa A u lta b le  cJu te jila . Thix Le.glsla.tion developmentf jly ii  mid Senate B i l l  67% and y e t ove)icome ihexe problems. The. basic problem  

y f  '.y^l w ith  6 fCT'delng o v e ra ll c.ost and p ex haps a owe com plexity  in  a d m in is tra te  C  johciLcas the  problem w ith  671 would be to  in c lu d e  a A u lta b le  and (ao r 
‘ j  l j y(jV uppoh  l im i t  (oh Aexvl.ce costs as examplex o ( the. el.eme.ntx which need t  

1 v t  j j / - '  go addressed. ThcJic needs to  be. con tinu ing  re c o g n itio n  by the  S ta te  Iuung he.e.ogultlon by 
( unding Am a l l  school d iA th lc tx  th a t  cost o ( u i i l . i l  y a cAvic.ex Is

to
in

(a h
high CA than provided (oh-w ith  genera l adjustment (actohX c u r re n t ly  
(o/omalatc.d (oh hemote aheaA. While they may adequately compensate (oh 
inch  cased d ire c t  s a l any costs, oh c.extain o ther budged: item s in  Ihexe. 
ahe.as, they c e r ta in ly  do not account (oh the  te h l.(( ic . inch  eased costs o( 

. u t i l i t y  a eh v ie  ex in  sm all commuuiticx. Costs o( u t i l i t y  s e rv ice , 
[p a h lic u ta h ly  e le c tr ic . set v ice , may him a t  le a s t s ix  (6) tim es Anchorage 
’ ahca costs In  sm all Alaska communities. See Attachment "A" (oh some o( 
the  reasons cle.e.VUc hatex ahe high in  sm a ll Is o la te d  Alaska com m uuiticx.
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Time. i s  im portan t in  drawing up S u iln b le  proposed lo.CjiAla.tion anc! o b ta in in g  
comple.te admi.njUiAa.tion Support, ofi a l t  in vo lved  department.!*. This is  
due. to  the need to  order. 19 77 long lead .time. AVEC equipment to i l l  t in  the  
next th ree (3) months. T h u  proposed le g is la l io n  could  then be. subm itted  
to  the R .E .A .A .'s , p rov id ing  them some assurance they w i l l  have more

■ft e.quitable treatm ent in  regard  to  the  s u b s ta n tia l Increased percentage, ofi
t h e i r  budgets requ ired  fior u t i l i t y  se rv ices as compared to  la rg e  m e tro p o lita n  
areas. Important th ings th a t  should be taken in to  account in  th is  are  

, j"'/5'CE /^no-£ only the Regional adjustment, but a lso  adjusted fior Community s ize .
/ The cost ofi e le c t r ic  service, w i l l  begin to  move up ra p id ly  in  c e r ta in

'  areas more re la te d  to  sh ipp ing  d is tance  fir cm c e rta in  tra n s -sh ip p in g  
p o in ts , Such as Bethel, dome and Kotzebue, w ith  the. s m a lle r th e  Community, 
the  highest the  cost pwr consumer (or s tu d e n t] . Other wide va ria b le s,/ ^ fi

Z r
'Airfc *A_ re s u lt  firom dififiwrenec.s in  square fiootage ofi school, f ia c .it i.t ie s  pier 
* rc^ A     "  'student, so p h is tic a tio n  ofi design [w ith  g e n e ra lly  the. newer fia c .it li. ie s  

using more, power due to  s iz e  and increased fiunctional. lo a d s ], and s iz e  
°6 teachers' quaJite.'iA.

7T. REAA Power Purchase. Contracts • ‘

$
Tn order to  have, the  necessary evidence to  present to  the  R ura l E le c t l i i f i ic a -  
t io n  Adm inis-tu ition, AVEC w i l l  re q u ire  some agreement firom ■the R .E .A .A .'s  
in  areas served to  en ter in to  long tcfun power purchase"contracts  in  
ordefi to  support, loan f ie .a s ib illty  fior continued investm ent in  the Communities. 
A.V.E.C. in  the same tim e fir am e. w i l l  review  the  concept ofi the. unifiorm  
minimum fior a ll. types ofi schools w ith  the  thought ofi developing a 
Schedule, which will more nea rly  re .filec t such fiact.ors as th e  Cocpe.ra.tive. 
investment in  the Communities, p r io r  energy consumption h is to ry  ofi ■the 
School f ia c i l i ty ,  or s im ila r  f ia c .ilit.ie s , peak demand load ing  th e  school 
has plae.cd on the A.V.E.C. system, and p ro jec ted  a d d it io n a l c a p ita l  
expenditures in  the community over the  fiorth-earning ten [10] year fiorecast: 
period. While, the o v e ra ll t o t a l  guarantee d o lla rs  w i l l  no t be. low er, but 
would be more, ra tio n a le  in  d is t r ib u t io n ,  w ith  some ofi th e  sm a lle r schools ^c,
having a lower, minimum whereas the  la rg e r new high schools would have, a 

‘ h igher minimum. This teas not: a p a r t ic u la r  problem when the  e n t ire  
Contracts were under State, and 8.7.A. since, c .fifiec live ly  th in g s  averaged 
out across the. system. With the  in d iv id u a l. R .E .A .A .'s , some areas have 
more modern high schools than o thers, and some having small, schoo ls, i t  
w ill,  be necessary to. come up w ith  something that, more n e a rly  refiCecls  
the. tru e  s itu a tio n  as fiar as investment s e c u r ity  and schoo l use in  the  
fM t ie v tM  c o m m it, j.  (jJSixA&Z&T £ * . .

V'
; 6 i  A  c-V//?

" I y-c'/ '-O'.-. ,•

ix q r X — < ~ e i ?
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A.ILE.C. pnoposes to  have, the  afionm entioned s e t ofi proposed ae.vlsed 
minimum and f ia c i l i t y  changes fiox each one. of, the. schools .invo lved In  
the  wstablishmeni ofi the  Runal Educa.ticn Attendance anc.as schools ava ilab le , 
by Septemben 1, 1970, w ith  proposed xev.ise.d Contxacts. These pnoposed . 
xevised Cont'iacts w i l l  be subm itted to  th e  R .E .A .A .’ a fioa ob& utting  

. y  approval. They coulc! make th c ix  approval [\oa the  Ion gee te/im a ubje.et to  
/  tv' f passage ofi the  pnoposed le g is la t io n  to  suppo.'et the  fiunding. We ane 

{J  hopefiul. th a t  the  A dm u iis ixa tion  can dnaw up a B i l l ,  In  the  nex t two

J  I ss*
I t't /C  passage ofi the'proposed le g is la t io n  to  suppont the  fiunding. We one
rJ-C- hopefiul. th a t  the  A dm u iis ixa tion  can dnaw up a B i l l ,  In  the  nex t two

, months, which w i l l  p rov ide adequate fiunding so th a t  th e  R .E .A .A .'s  u t i l
make the commitment to  eniex In to  these long team powts'i pcWicha.se ConViacts

- k ^ } ’ l' ^ 1 Aer/u-'̂ ec/ fioa the. R.E.A. loan . ^ c, ^ r ~  c j- td J L  c^o" —  / A'tz C

T i l, Rale Revision

A*

r  J -  
* t  p \

t I EJ'~> ( In  a d d itio n , A.V.E.C. u l l l .  be. f i l l in g  fioti a basle change In  theJjc. t fJ il. f ifi
Ja* • —t' ^ ' w i i h  the  Alaska Public U t i l i t i e s  Commission (A .P .ll.C . j , which iH i

e lim ina te  the  cne'ig j blocks which a‘ce no to below the  cos t ofi powea production .
A combination ofi a d jus ting  the  m in i mums to  somewhat l.owc.a le v e ls  fioa
smallest schoo ls, and highea fioa laagea schools, p lus f i l l in g  a aevlsed
TaJiififi, w i l l  have, the  efifiect ofi b ring ing  fiui.uae avoJcage eneagy e.ha.'iges
much c lo se t togeihejc. fioa the  vojU cus ccnsmex classes. "When we take

. ,y . in to  account the. peak demands the  schools gene s a l ly  Impose on the system,
,t/y jY  which ofi counse Is ait clement In  geneJiatlcn Investm ent, 1 th in k  tee. w il l .

hl/l fi\.» ‘‘have, a much mo'ic acceptable sate. sVcuciiUic fiacm th e  s ta n d p o in t ofi the  . o

" '• ^ 's c h o o ls . /"/ j / J L  '
 >  6 '

This w ill,  add‘CCS s the  concerns ofi the  R .E .A .A .'s  In  th is  'teg and. We 
would s t i l l ,  pnobably end up w ith  a small, dl.fi fic.'ten t in  I ,  Iwwcvcjl, i t  w i l l ,  
be much uannoweJi than a t p 'icscnt. The. afioncmentioiied demand clement in  
costs , plus fiaetons mentioned in  negand to  investment In ovcxatl development
ofi the  o u tly in g  aneas a t th is  vexy canty stage in  th e  h i stony ofi economic,
pnogncss In  these, ane.as can vcxy w e ll ju s t i f iy  sm a ll d lf if ie n e n tia ls .

The A ale. adjustment steps th a t  A.V.E.C. needs to  take, in  ondex to  mono, 
ne.anly equate c le c tx ic  nates In  ondcJL to  ob ta in  th e  school ContAacts to  
continue the fic.asibiCit.y ofi the. p-'iognam, w i l l  not. wonk i i r t l i c  d-Uiccdou



Mi. Sue. S. G'tccire. 

June n ,  1976 
Pa$C'. 1 :iv e

o f S tim u la ting  economic, development but i t .  i s  c eh ta in  l y  something that, 
should no t be overlooked in  ove ra ll. State, p lann ing.

71'. R.E.A. Loan
—   • ,,

A.('.P.O. t o i l l  then a ttem pt to  g e t R.E.A. to  process the. loan  bated upon 
th e  Contracts, su b je c t as acqu ired  to  passage, o f the le g is la t io n  In  the  
19'/'/ te r t ia n  o f the  L e g is la tu re . I'Jiih s trong  Support c l  the  A d m in is tra tio n ,
th e  R. E.A.A. 's , A.V.E.C. and o th e r in te re s te d  u t i l i t i e s , H u t can be

 ̂ achieved. We hope th a t  R.E.A. w i l l  proceed w ith  the loan and in d ic a te
f j s j  approval on a c o n d itio n a l basis s u b je c t to  removal, ofi any long term

/ t f& \  ' /  purchase re s tr ic t io n s  in  th e  schoo l Contracts h o lle r in g  L e g is la t iv e
■ (  a c tio n . 0$ course, th is  concept would be based upon a l l  ofi .the R .E .A .A .'s
j ()̂ y J s ih a .t  c u rre n tly  rece ive  A.V.E.C. power e n te ring  in to  long term purchase

-rfiy Contracts. f f  any o f them weald not, then o f course.; we loose  f e a s ib i l i t y

{ / *
fo r  th a t  p a r t ic u la r  group o f v il la g e s  and o f coarse, th is  would move, us 
back in to  the  question o f f a c i l i t y  charges and other non-progressive  

/ d ire c t io n s . '

would l ik e  to  thank you fo r  your b e a u t ifu l coordir.aii.cn jo b  in  
j I assembling such a wide re p re se n ta tio n  o f the  various H a te , and o ther

/y  • in te re s te d  agencies ava ilab le , f o r  the  meeting so th a t they could  hear o f
'  juTp Some of the. problems th a t  A.V.E.C. faces in  attem pting to  keep tlU s

'\r • p ioneering program going. W hile i t  is  an independent, member owned, non
p ro f it .  Cooperative, i t  i s  s t i l l  dependent upon a nttuber o f Eederal 
programs and in d ire c t  S ta te  support, fo r  con tinua tion . Removal o f any 
one of the  key elements; R.E.A. loan  funds, o r power purchased by major 

"consumers, immediately e lim ina tes  fe a s ib i l i t y .  E le c tr ic  ra le s , w ith o u t  
these schools, would be p ro h ib it iv e ly  expensive fo r  the. remain inn
consumers.

by c.opy o f th is  le t t e r ,  toe s im i la r ly  wish to  thank Conmii ssioner Lind 
and Iks s ta f f  fu r  th e ir  generous co n s id e ra tio n  o f ctu problem s, a ttem pting
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to  work fo r a n o ta tion , and fo r  p ro v id in g  the. o ppo rtun ity  to  t a lk  to  the. 
great. majo-'ilty o f the R.E.A.A. Supc/unle.n dents and Bound P residents and
HembeJis th a t  would be. invo lved  in  some, of, th e  im portsuit dec is ions
re la t.ed to  e le c t r ic  seJivice in  H icaJl anea.

Vqjlij tn u ly  yours, .

I

ALASKA VILLAGE ELECTRIC
c o o m i/ a iv t ,  t ,vc.

F  /'A"> Z  t> /**? * • . .
^  i;/ / / /

^ l.oyd /.{. Hudson 
General llanagvi

m i / ja y  ’ ■ ' ‘ • ‘ _ .

■ Enclosu/Lc: Attachment "A"
icc: p/i. Hans h a l l  L. Lind, CommissionetL o f Education

« •

cc: Lee HcAiwiney, Commissions, Community f. Regional A ffa iius

cc: Donald Hannis, Commissioner, P u b lic  Works

cc: Lowell Jensen, Executive D ire c to r, Alaska Public U t i l i t i e s  Commission

cc: Chanels W. Y ilc li^  D ire c to r, Western Anea E le c tr ic , R.E.A.

cc: Hal.c.olm Cheek, Alaska Y ie ld  Operations Re.prese.ntrLli.ve, R.E.A'.
•cc: Lester Wilde, President, A.V.E.C. Board o f D ir e c to r

cc: John Shaw, Esq., A.V.E.C. Attonney

A l l  cc 's  sent w ith  Attachment "A"
A l l cc.'s sent C e r t if ie d  H a il - Return Receipt Requested

V\
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Why arc. e le c t r ic  hates h igh  I r s m a t . .  A laska communities? The p 'u n e ip a l  
reason's cole: ’ ■ ‘

• '

1. High cost o f d ie s e l fu e l d e liv e re d  to  remote lo c a tio n s . 1976 estim ates  
64 to  66 cents per g a llo n  d e live re d . * • .

2. Thermal e ff ic ie n c ie s  averaging o n ly  o n e -h a lf as h igh as laJ iger se.al.e 
f a c i l i t i e s  ca rry ing  a h igh average y e n  around load. This means f a c i l i t i e s  
on a y e a rly  average Lise twice, as much o f th e  h igh cost fue l, fo r  gen e ra tin g  
a g iven  amount o f powoti.

3. High east o f in s ta l le d  tankage and in v e n to ry  o f fue l, fo r  a f u l l  
ye.aJi, This inc ludes tank  p a in tin g  and plumbing maintenance, d e p re c ia tio n ,  
environm enta l p ro te c tio n , and in te r e s t  on average, in v e n to ry  balance.
AVEC. has ■ oveJi 476 tanks a t  p resen t.

4. Wore ca ta s tro p h ic  fa ilu re s  o f equipment o r shortened tim e  between
mayor, overhauls due to  im proper maintenance or se rv ic in g  by v i l la g e
opesiators, such as instane.es o f f a i l in g  to  change lu b r ic a t io n  o i l  o r
filt.esu , a t  recommended in te rv a ls ,  low  o i l  o r water le v e ls ,  overload ing ,.
e tc . ;

• * •
• •

6. High cos t r e p a lu  in v o lv in g  a i j i  t ra n s p o r t  o f  men, p a rts , to o ls  and 
m ateJiials over s u b s ta n tia l d is tances, to  many lo c a tio n s .

6. A highest percentage o f c o l le c t io n  costs .

7. Loss in  e ff ic ie n c y  due to  extreme weather, l im ite d  t ra n s p o r ta t io n ,  
and inadequate communications systems.

?>. Absence o f lo c a l supporting  f a c i l i t i e s  t y p ic a l  in  hu rger com m unities. 
This reduces both co n s tru c tio n  and maintenance e ff ic ie n c y .

m •
9. Everyth ing m u lt ip l ie d  by 46 to  perform  small, sc.de o p e ra tio n s , suc.li 
as 46 operators, 46 sets o f s e rv ic e  manuals, 46 sets o f to o ls ,  46 f i r s t  
a id  lu ts ,  46 b a tte ry  chastgesus, e tc .

10. This expiries ovo i to  46 overhauls a t  46 lo ca tio n s  e.vesiy few thousand 
haiUis o f opera tion , whesteas a lasige system has overhauls on a u n i t  whic.h
has the  capac ity  in  a s in g le  u n it  lasiger than th e  e n tire  A .V .E .C . stated
c a p a c ity  in  46 ge.nestaiion lo c a tio n s . ■ • *

11. D eprecia tion  ra tes  oslc highest on the  sm aller, r e la t iv e ly  lig h te s t  
d u ty  genera tion  equipment. DistsUbuU'on systems s im ila r ly  s u f fe r  
highest costly degradation due to  th e  sc.vcslc environment.

12. High costs o f insurance due to  the  m u ltitu d e  o f r is k s ,  absence o f
fis te  departments, hazardous sh ipp ing  co n d itio n s , high workmen's compensation 
exposure, e tc . • * •

\ *
13. ScveSie. competition and re su lta n t, high la b o r costs, fo r  well, t ra in e d  
diese l- cl.cetsuc. mechanics w i l l in g  to  f ity  thousands of m iles a year in  
SmaCC. planes under many m arg ina l weathest s ilu a lio n s  anti not: have, average, 
standards o f room and boastd a v a ila b le  on frequen t occasions.
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Hr .  B i l l  Thompson 
Department of Educat ion run wo:

TULnPIIOME WO: 

SUBJECT:

DAT (I:

School  VSW Fees

Here i s  a q u i c k l y  gathered summary of the f i n a n c i a l  r e l a t i o n s h i p  
among s c h o o l s ,  t h i s  Department and the v i l l a g e s  where we have 

'VSW f a c i l i t i e s  s e r v i n g  s c h o o l s .  Some o f  the f i g u r e s  are  only  
rough e s t i m a t e s ,  and we have no o pe ra t in g  e xp e r ie n c e  y e t  at  Koyukuk,  
Kongiganak and Beaver .

•(1) .  
l;o c a t  i on

(2)
Annual 0?<M 

Budget

(3)
Tech.  & Admin. 
A s s i s t  from ADEC

(4)
School  
Fee (Ann. )

(5 )
ADEC 
Subs i dy

Se law i  k $115,000 $15,000 $20,500 $86 500

A1 a k a n u k $100,500 $15,000 $72,000 $ 8 ,500
/

Nulato $113,000 $15,000 $72,000 $35,000

P i t  k a s 
Poi nt $54,000 $ 8 ,000 $10,000 $29,000

Kongi ganak $65,000- $ 8 ,000 $18,000 $35,000

Beaver $55,000 $ 5 ,000 $20,000 
( I n k i n d - 
BIA w i l l  
opera te  the 
wate r  supply  
and waste d i s ­
posal  sys tems)

$25,000

Column (3)  i s  in a d d i t io n  to column ( 2 ) .  ADEC . i s  c u r r e n t l y  
p r ov id in g  columns (3 )  and ( 5 ) .
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FROM:

Memorandum to Fi le

Wil l iam D. Thomson, Director 
Mgm., Law ft Finance 
Department of- Education

date i N o v e m b e r  1 7  > 1 9 7 5

suaJCCT:! 76 ASOSS Appropriation

The Department of Education has a negative balance of $15,866.22 in the 
FY 76 ASOSS Appropriation. This negative balance is  due to the SOS employee 
termination pay, penalty pay and re tro -sa lary  increases fo r FY 75. Although 
the Department did use a ll  unencumbered balances in the SOS appropriation 
to erase that d e f i c i t ,  funds appropriated were in su ffic ie n t in the amount 
of $15,866.22.

cc:  B i l l  G illesp ie  - Finance
Gary Peska - Leg. Budget ft Audit 
P,on Lind - Of. of Budget ft Mgm.



February 11, 1977

T h e  H o n o r a b le  J o h n  L .  R a d e r  P r e s i d e n t  o f  t h e  S e n a t e  A l a s k a  S t a t e  L e g i s l a t u r e  J u n e a u ,  A l a s k a  99 011D e a r  H r .  P r e s i d e n t ;U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18 o f  t h e  A l a s k a  • C o n s t i t u t i o n ,  a n d  i n  a c c o r d a n c e  w i t h  A S  2 4 .3 0 .O G 0 ( b )  a n d  t h e  U n i fo r m  R u l e s  o f  t h e  A l a s k a  S t a t e  L e g i s l a t u r e ,I  am t r a n s m i t t i n g  a  b i l l  f o r  a  s u p p l e m e n t a l  a p p r o p r i ­a t i o n  o f  $ 1 3 ,7 6 8 ,3 2 5  t o  t h e  D e p a r t m e n t  o f  E d u c a t i o n .S i n c e r e l y ,
J a y  S .  Hammond G o v e r n o r
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I n t r o d u c e d :  2/11/77R e f e r r e d :  H e a l t h ,  E d u c a t i o n ,S o c i a l  S e r v i c e s  an d F in a n c e
BY THE RULES COMMITTEE BY THE SENATE REQUEST OF THE GOVERNORSENATE B IL L  NO. 150IN THE LEGISLATURE OF THE STATE OF ALASKATENTH LEGISLA TURE -  F IR S T  SE SSIO NA B IL LF o r  a n  A c t  e n t i t l e d :  "An A c t  m a k in g  a s u p p le m e n ta l  a p p r o p r i a t io n  t o  th eD e p a rtm e n t o f  E d u c a t io n ;  and p r o v i d i n g  f o r  an e f f e c ­t i v e  d a t e . "BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1 . The sum o f  $ 1 3 ,7 6 8 ,3 2 5  i s  a p p r o p r ia t e d  fro m  th e  g e n e r a l  fu n d  t o  t h e  D e p a rtm e n t o f  E d u c a t io n  f o r  F i s c a l  Y e a r  1 9 7 7 , a l l o c a t e d  a s  f o l l o w s : F o u n d a tio n  P ro g ra m  -  R e g u la r  $ 2 ,0 0 0 ,0 0 0F o u n d a tio n  P ro g ra m  -  R E A A 's  7 ,6 3 8 ,0 0 0P u p i l  T r a n s p o r t a t i o n  -  R e g u la r  2 ,1 6 3 ,1 0 0L o c a l  F o rm u la  -  R E A A 's 1 ,2 1 7 ,4 7 0AVEC and o t h e r  6 1 5 ,0 0 0S a f e  W ater 1 0 3 ,0 0 0ASOSS FY 76 N e g a t iv e  B a la n c e  1 5 ,8 6 6A u d it  E x c e p t io n  -  V o c a t i o n a lE d u c a t io n  1 5 ,8 8 9*  S e c .  2 . T h is  A c t  t a k e s  e f f e c t  im m e d ia te ly  i n  a c c o r d a n c e  w it h  AS 0 1 . -  1 0 .0 7 0 ( c ) .

SB 150



I, the undersigned, an employee of the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reproductions 

of the original records of the State of Alaska as accumulated during the 

regular course of business, and that it is the established policy and practice 

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.

Date
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Introduced: 2/14/77
Referred: Community & Regional

Affairs and Finance

N THE SENATE BY CROFTSENATE B IL L  NO. 152 IN  THE LEGISLATURE OF THE STATE OF ALASKA TENTH LEGISLATURE -  F IR S T  SE SSIO N  A B IL L'or an  A c t  e n t i t l e d :  "A n  A c t  m a k in g  a s p e c i a l  a p p r o p r i a t i o n  t o  t h e  m u n ic i­p a l i t y  o f  A n c h o r a g e  f o r  a c q u i s i t i o n  o f  p r o p e r t y  f o r  C h u g a c h  P a r k  R o a d ; and p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e ."  E  IT  ENACTED BY THE LEGISLA TURE OF THE STATE OF ALASKA:*  S e c t i o n  1 . The sum o f  $ 4 0 ,0 0 0  i s  a p p r o p r ia t e d  fro m  th e  g e n e r a l  fu n d  to  h e  m u n i c i p a l i t y  o f  A n c h o r a g e  to  p r o v id e  m a tc h in g  fu n d s  f o r  th e  a c q u i s i t i o n  y  c o n d e m n a tio n  o f  p r o p e r t y  f o r  t h e  C h u g a ch  P a rk  Road t o  p r o v id e  a c c e s s  to  l e n  A l p s .*  S e c .  2 . T h is  A c t  t a k e s  e f f e c t  im m e d ia te ly  i n  a c c o r d a n c e  w it h  AS 0 1 .1 0 .-7 0 (c)

SB 152



I, the undersigned, an employee of the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reproductions 

of the original records of the State of Alaska as accumulated during the 

regular course of business, and that it is the established policy and practice 

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.

Date
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I ■ I
C O M M I T T E E  R E P O R T  

S E N A T E3 / 8 / 7 7
iV'i: * <M r . P r e s i d e n t : D a t e

T h e  C o m m itte e  on  ̂   h a g  h a d  hi 139l e a s i n g  o f  s t a t e  la n d  o t h e r  t h a n  • .f o r  t h e  e x t r a c t i o n  o f  n a t u r a l  r e s o u r c e s  u n d e r  c o n s i d e r a t i o n .  A m a j o r i t y  o f  t h e  m em bers o f  t h e  C o m m itte e
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Original sponsors: P o la n d , C r o f t ,  a n d  H uber
IN  THE SENATE BY THE FINAN CE COMMITTEECS FOR SENATE B IL L  NO. 159 ( F in a n c e )IN  THE LEGISLATURE OF THE STATE OF ALASKA TENTH LEGISLATURE -  F IR S T  SE SSIO N  A B IL LF o r  an  A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  th e  l e a s i n g  o f  s t a t e  la n d  o t h e rth a n  f o r  th e  e x t r a c t i o n  o f  n a t u r a l  r e s o u r c e s ;  and p r o ­v i d i n g  f o r  an e f f e c t i v e  d a t e ."BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:*  S e c t i o n  1 . AS 3 8 .0 5 .0 8 5  i s  r e p e a le d  and r e - e n a c t e d  to  r e a d :S e c .  3 8 .0 5 .0 8 5 . TERM OF L E A SE , (a) The l e a s e  s h a l l  p r o v id e  t h a t(1) f o r  th e  i n i t i a l  2 5 -y e a r  p e r io d  o f  t h e  l e a s e ,  t h e  l e s s e e  s h a l l  p a y  th e  s t a t e  a f i x e d  b a s e  a n n u a l r e n t  t o  b e a g r e e d  u p on  b y  th e  p a r t i e s  i n  c o m p lia n c e  w i t h  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r ;  h o w e v e r , t h i s  a n n u a l r e n t  may n o t  e x c e e d  10 p e r  c e n t  o f  th e  f a i r  m a r k e t v a l u e  o f  th e  p r o p e r t y  a s  d e te r m in e d  i n  (b) o f  t h i s  s e c t i o n ;(2) th e  f i x e d  b a s e  a n n u a l r e n t  t o  be p a i d  b y th e  l e s s e e  s h a l l  b e r e a d j u s t e d  when th e  i n i t i a l  2 5 -y e a r  p e r io d  o f  t h e  l e a s e  h a s  e x p ir e d  a n d , t h e r e a f t e r ,  e v e r y  10 y e a r s ;  and(3) th e  r e a d j u s t e d  a n n u a l r e n t  may n o t  e x c e e d  10 p e r  c e n t  o f  th e  v a lu e  o f  t h e  p r o p e r t y  a s  d e te r m in e d  i n  (b) o f  t h i s  s e c t i o n  o r  50 p e r  c e n t  more th a n  th e  am ount p a i d  e a c h  y e a r  d u r in g  th e  i n i t i a l  p e r i o d  o r  t h e  p r e c e d in g  1 0 -y e a r  p e r i o d ,  w h ic h e v e r  i s  lo w e r .(b) When i t  becom es n e c e s s a r y  to  d e te r m in e  th e  f a i r  m a r k e t v a lu e  o f  p r o p e r t y  a s  r e q u i r e d  b y  (a) o f  t h i s  s e c t i o n ,  th e  l e s s e e  s h a l l  a p p o in t  an  M . A . I .  a p p r a i s e r  and th e  s t a t e  s h a l l  a p p o in t  an M . A . I .  a p p r a i s e r .The two a p p r a i s e r s  so  a p p o in t e d  s h a l l ,  w i t h i n  a s p e c i f i e d  p e r i o d  o f  tim e  a g r e e d  upon b y th e  p a r t i e s ,  make t h e i r  a p p r a i s a l s  o f  th e  p r o p e r t y  i n  q u e s t i o n . I f  th e  two a p p r a i s e r s  a g r e e  upon th e  f a i r  m a r k e t v a l u e ,  th e- 1 -  CSSB 1 5 ? ( F in a n c e )
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d e t e r m in a t io n  i s  a b s o l u t e l y  b i n d i n g  on t h e  p a r t i e s .  I n  t h e  e v e n t  th e  two a p p r a is e r s  a r e  u n a b le  t o  a g r e e ,  th e y  s h a l l  t o g e t h e r  a p p o in t  a  t h i r d  M . A . I .  a p p r a i s e r  who s h a l l  th e n  make h i s  a p p r a i s a l  o f  t h e  p r o p e r t y  i n  q u e s t i o n . When t h e  t h i r d  a p p r a i s a l  i s  c o m p le te d , th e  two o f  t h e  t h r e e  a p p r a i s a l s  w h ic h  a r e  n e a r e s t  e a c h  o t h e r  i n  t h e i r  d e t e r m in a t io n  o f  th e  f a i r  m a rk e t v a lu e  s h a l l  b e  a v e r a g e d  and th e  r e s u l t a n t  sum s h a l l  b e  th e  f a i r  m a rk e t v a lu e  o f  th e  m a t t e r  i n  q u e s t i o n  and a b s o l u t e l y  b i n d i n g  on th e  p a r t i e s .  A l l  c o s t s  i n c u r r e d  i n  m a k in g  t h e  a p p r a i s a l s  p r o v id e d  f o r  i n  t h i s  s u b s e c t io n  s h a l l  b e  b o r n e  b y  th e  s t a t e  and th e  l e s s e e  e q u a l l y .(c) The l e s s e e  s h a l l  make a d v a n c e  p ay m e n ts  o f  th e  a n n u a l  r e n t  o r  p o r t i o n  o f  i t  a s  t h e  d i r e c t o r ,  w i t h  th e  a p p r o v a l  o f  th e  c o m m is s io n e r , may r e q u i r e .(d) A p r e f e r e n c e  r i g h t  l e s s e e  o f  g r a z i n g  o r  f o r e s t  la n d  may f o l l o w  th e  paym ent s c h e d u le  e s t a b l i s h e d  i n  h i s  c a n c e l l e d  f e d e r a l  l e a s e  o r  g r a z in g  p e r m it  i f  h e  so  d e s i r e s .(e) N o t ic e  o f  a l l  a c t i o n s  b y  th e  d e p a rtm e n t a f f e c t i n g  t h e  r i g h t s  o f  a l e a s e  o r  l e s s e e  s h a l l  b e  g iv e n  to  th e  l e s s e e .( f)  A v i o l a t i o n  o f  a  p r o v i s i o n  o f  t h i s  c h a p t e r  o r  o f  a te rm  o r  p r o v i s i o n  o f  a l e a s e  s u b j e c t s  th e  l e s s e e  t o  a p p r o p r i a t e  l e g a l  a c t i o n ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  a  f o r f e i t u r e  o f  th e  l e a s e .(g) I n  t h i s  s e c t i o n ,(1) " a n n u a l  r e n t "  m eans th e  am ount o f  r e n t  p a i d  a n n u a l l y  d e te rm in e d  by m u l t i p l y i n g  t h e  f a i r  m a rk e t v a lu e  b y  th e  r e n t a l  r a t e  com­p u te d  a t  th e  tim e  o f  th e  i n i t i a l  2 5 -y e a r  p e r io d  o f  th e  l e a s e  o r  o f  e a ch  s u b s e q u e n t 1 0 -y e a r  p e r io d  o f  th e  l e a s e ;(2) " r e n t a l  r a t e "  m eans th e  r a t e ,  e x p r e s s e d  a s  a  p e r c e n t a g e  o f  f a i r  m a rk e t v a l u e ,  w h ic h  a  c o m p a r a b le  c l a s s  o f  p r i v a t e l y  owned p r o ­p e r t y  w ou ld  b r in g  i n  th e  o p en  m a r k e t w it h  th e  same c o n d i t i o n s  o f  l e a s e  a s  o f f e r e d  by th e  s t a t e .CSSB 1 5 9 ( F in a n c e )  - 2 -
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*  S e c .  2 . AS 3 8 .0 5  i s  am ended b y a d d in g  a new s e c t i o n  to  r e a d :S e c .  3 8 .0 5 .1 0 3 . RIGHTS OF HOLDER OF SECU R ITY IN T E R E ST . (a) I ft h e r e  i s  a b r e a c h  o r  d e f a u l t  o f  a te rm  o f  a  l e a s e  o r  o f  t h e  p r o v i s i o n so f  t h i s  c h a p t e r  r e l a t i n g  to  a  l e a s e ,  th e  d i v i s i o n  s h a l l  p r o v i d e  w r i t t e n  n o t i c e  o f  th e  b r e a c h  o r  d e f a u l t  b y  p e r s o n a l  s e r v i c e  o r  b y  r e g i s t e r e d  o r  c e r t i f i e d  m a i l  t o  th e  l e s s e e  and t o  an y h o ld e r  o f  r e c o r d  h a v in g  a s e c u r i t y  i n t e r e s t  i n  t h e  l e a s e d  p r o p e r t y .  The n o t i c e  s h a l l  a l s o  make demand upon che l e s s e e  t o  c u r e  o r  rem edy th e  b r e a c h  o r  d e f a u l t  w i t h i n  60 d a y s  fro m  th e  d a te  o f  r e c e i p t  o f  t h e  n o t i c e  and dem and. I f  a l e s s e ef a i l s  to  c u r e  o r  rem edy th e  b r e a c h  o r  d e f a u l t  w i t h i n  60 d a y s , o r  w i t h i nt h e  a d d i t i o n a l  t im e  w h ic h  th e  d i v i s i o n  may a l lo w  f o r  g o o d  c a u s e ,  th e  s t a t e  m ay, s u b j e c t  t o  (b) o f  t h i s  s e c t i o n ,  e x e r c i s e  a n y  r i g h t  w h ic h  i tmay h a v e  a t  lav ; o r  a s  s e t  o u t  i n  t h e  l e a s e .(b) I f  a l e s s e e  f a i l s  to  c u r e  o r  I'emedy a b r e a c h  o r  d e f a u l t  w i t h i n  th e  tim e  a llo w e d  i n  (a) o f  t h i s  s e c t i o n ,  a h o ld e r  o f  a s e c u r i t y  i n t e r e s t  who h a s  r e c e i v e d  n o t i c e  u n d e r (a) o f  t h i s  s e c t i o n  may c u r e  o r  rem edy th e  b r e a c h  o r  d e f a u l t  i f  th e  b r e a c h  o r  d e f a u l t  ca n  be c u r e d  b y  th e  paym ent o f  money o r ,  i f  t h i s  c a n n o t  be d o n e , b y  p e r fo r m in g  o r  u n d e r t a k in g  i n  w r i t i n g  t o  p e r fo r m  t h e  t e r m s , c o n v e n a n t s , r e s t r i c t i o n s  and c o n d i t i o n s  o f  t h e  l e a s e  c a p a b le  o f  p e r fo r m a n c e  b y  th e  h o l d e r .  The h o ld e r  s h a l l  a c t  w i t h i n  60 d a y s fro m  t h e  d a te  o f  r e c e i p t  o f  n o t i c e  u n d e r  (a) o f  t h i s  s e c t i o n ,  o r  w i t h i n  an a d d i t i o n a l  p e r i o d  a s  th e  d i r e c t o r  may a l lo w  f o r  good c a u s e .*  S e c .  3 . AS 3 8 .0 5 .1 0 5  i s  r e p e a le d  and r e - e n a c t e d  t o  r e a d :S e c .  3 8 .0 5 .1 0 5 . P E R IO D IC  RENT ADJUSTM ENTS. (a) E a c h  l e a s e  s h a l l  s t i p u l a t e  t h a t  a t  t h e  c o n c l u s io n  o f  th e  i n i t i a l  2 5 -y e a r  p e r i o d  o f  th e  l e a s e  and a t  i n t e r v a l s  o f  10 y e a r s  t h e r e a f t e r  th e  a n n u a l r e n t  paym en t i s  s u b j e c t  t o  a d ju s t m e n t . C h a r g e s  o r  a d ju s t m e n t s  s h a l l  b e  b a s e d  p r i ­m a r i l y  on an a d ju s t e d  f a i r  m a rk e t v a l u e .  H o w ever, i f  th e  d i r e c t o r  o f
. - 3 -  C SSB  1 5 9 ( F in a n c e )



t h e  d i v i s i o n  o f  la n d s  d e te r m in e s  t h a t  s i n g l e - f a m i l y  r e s i d e n t i a l  d e v e lo p ­m ent i s  t h e  b e s t  u s e  o f  th e  l a n d , th e  r e a p p r a i s a l  p e r i o d  may b e  l e n g t h ­en ed o r  th e  r e a d ju s t m e n t  w a iv e d  i n  a c c o r d a n c e  w it h  r e g u l a t i o n s  a d o p te d  b y th e  d e p a r tm e n t . B e fo r e  a  w a iv e r  o f  r e n t  a d ju s t m e n t  i s  i s s u e d ,  t h e  la n d  s h a l l  h a v e  a c u r r e n t  r e a p p r a i s a l .  A w a iv e r  i s  v a l i d  o n ly  i fI s i n g l e - f a m i l y  r e s i d e n t i a l  d e v e lo p m e n t a c t u a l l y  o c c u r s .  The r e g u l a t i o n s  a d o p te d  u n d e r t h i s  s e c t i o n  s h a l l  e n s u r e  t h a t  th e  s t a t e  r e c e i v e s  a f a i r  r e t u r n  fro m  th e  l a n d .(b) The p r o v i s i o n s  o f  s e c .  8 5 (b ) o f  t h i s  c h a p t e r  a r e  a p p l i c a b l e  to  r e a p p r a i s a l s  o f  l e a s e s  r e q u i r e d  b y t h i s  s e c t i o n ,  e x c e p t  t h a t ,  i n  d e t e r ­m in in g  an a d ju s t e d  m a rk e t v a lu e(1) c h a n g e s  i n  p r o p e r t y  v a lu e  due t o  g o v e r n m e n ta l a c t i o n s ,  i n c l u d i n g  z o n in g  r e c l a s s i f i c a t i o n s ,  s h a l l  be in c lu d e d ;  and(2) c h a n g e s  i n  p r o p e r t y  v a lu e  due to  p r i v a t e  im p ro v em e n ts  made to  th e  p r o p e r t y  o r  o t h e r  p r i v a t e l y  owned o r  l e a s e d  p r o p e r t y  s i n c e  o r i g i n a l l y  e n t e r i n g  i n t o  th e  l e a s e  s h a l l  be e x c lu d e d .*  S e c .  A . The p r o v i s i o n s  o f  t h i s  A c t  a r e  a p p l i c a b l e  to  s t a t e  l e a s e s  w h ic l  a r e  i n  e x i s t e n c e  on o r  b e f o r e  th e  e f f e c t i v e  d a te  o f  t h i s  A c t  i f  a  l e s s e e  u n d e r  a l e a s e  e l e c t s ,  i n  w r i t i n g ,  to  be bound b y  t h i s  A c t .  When a l e s s e ee l e c t s  t o  be bound by th e  p r o v i s i o n s  o f  t h i s  A c t ,  th e  s t a t e  s h a l l  e n t e r  i n t oa new l e a s e  w it h  th e  l e s s e e  f o r  a te rm  e q u a l  to  th e  r e m a in in g  p e r io d  o f  th e  o r i g i n a l  l e a s e  w h ic h  i s  b e in g  te r m in a t e d  t h a t  i s  c o n s i s t e n t  w it h  th e  p r o ­v i s i o n s  o f  t h i s  A c t .  H o w e v e r, f o r  p u r p o s e s  o f  d e te r m in in g  th e  a n n u a l  r e n t  b th e  s t a t e ,  th e  f a i r  m a rk e t v a lu e  o f  th e  p r o p e r t y  w h ic h  i s  u se d  t o  e s t a b l i s h  th e  f i x e d  b a s e  a n n u a l r e n t  f o r  th e  i n i t i a l  p e r io d  o f  th e  l e a s e  may n o te x c e e d  th e  f a i r  m a rk e t v a lu e  a s  i t  was l a s t  a p p r a is e d  on o r  b e f o r e  Ja n u a r y  1
\1 9 7 5 , b r o u g h t  fo r w a r d  t o  Ja n u a r y  1 , 1 9 7 6 , a t  th e  r a t e  o f  10 p e r  c e n t  p e ry e a r ,  o r ,  i f  th e  l e a s e  w as e n t e r e d  i n t o  a f t e r  Ja n u a r y  1 , 197 5, on th e  b a s i so f  th e  f a i r  m a rk e t v a lu e  a t  th e  tim e  th e  l e a s e  was e n t e r e d  i n t o .

CSSB 1 5 9 (Finance) -A-
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t h e  d i v i s i o n  o f  la n d s  d e te r m in e s  t h a t  s i n g l e - f a m i l y  r e s i d e n t i a l  d e v e lo p ­m ent i s  t h e  b e s t  u s e  o f  th e  l a n d , th e  r e a p p r a i s a l  p e r i o d  may b e  l e n g t h ­ened o r  th e  r e a d ju s t m e n t  w a iv e d  i n  a c c o r d a n c e  w it h  r e g u l a t i o n s  a d o p te d  b y  t h e  d e p a r tm e n t . B e fo r e  a w a iv e r  o f  r e n t  a d ju s t m e n t  i s  i s s u e d ,  th e  la n d  s h a l l  h a v e  a c u r r e n t  r e a p p r a i s a l .  A w a iv e r  i s  v a l i d  o n ly  i f  s i n g l e - f a m i l y  r e s i d e n t i a l  d e v e lo p m e n t a c t u a l l y  o c c u r s .  The r e g u l a t i o n s  a d o p te d  u n d e r  t h i s  s e c t i o n  s h a l l  e n s u r e  t h a t  t h e  s t a t e  r e c e i v e s  a f a i r  r e t u r n  fro m  th e  l a n d .(b) The p r o v i s i o n s  o f  s e c .  85 (b ) o f  t h i s  c h a p t e r  a r e  a p p l i c a b l e  to  r e a p p r a i s a l s  o f  l e a s e s  r e q u i r e d  b y t h i s  s e c t i o n ,  e x c e p t  t h a t ,  i n  d e t e r ­m in in g  an a d j u s t e d  m a r k e t v a lu e(1) c h a n g e s  i n  p r o p e r t y  v a lu e  due to  g o v e r n m e n ta l a c t i o n s ,  i n c l u d i n g  z o n in g  r e c l a s s i f i c a t i o n s ,  s h a l l  b e  in c lu d e d ;  and(2) c h a n g e s  i n  p r o p e r t y  v a lu e  due to  p r i v a t e  im p ro v e m e n ts  made t o  th e  p r o p e r t y  o r  o t h e r  p r i v a t e l y  owned o r  l e a s e d  p r o p e r t y  s i n c e  o r i g i n a l l y  e n t e r i n g  i n t o  th e  l e a s e  s h a l l  be e x c lu d e d .
*  S e c .  4 .  T he p r o v i s i o n s  o f  t h i s  A c t  a r e  a p p l i c a b l e  to  s t a t e  l e a s e s  w h ic h  a r e  i n  e x i s t e n c e  on o r  b e f o r e  th e  e f f e c t i v e  d a te  o f  t h i s  A c t  i f  a  l e s s e e  u n d e r a l e a s e  e l e c t s ,  i n  w r i t i n g ,  t o  b e  bound b y t h i s  A c t .  When a l e s s e e  e l e c t s  t o  b e  bound b y  t h e  p r o v i s i o n s  o f  t h i s  A c t ,  th e  s t a t e  s h a l l  e n t e r  i n t o  a new l e a s e  w ith  th e  l e s s e e  f o r  a term  e q u a l  to  th e  i*e m a in in g  p e r i o d  o f  th e  o r i g i n a l  l e a s e  w h ic h  i s  b e in g  t e r m in a t e d  t h a t  i s  c o n s i s t e n t  w it h  t h e  p r o ­v i s i o n s  o f  t h i s  A c t .  H o w e v e r, f o r  p u r p o s e s  o f  d e t e r m in in g  th e  a n n u a l  r e n t  b y th e  s t a t e ,  th e  f a i r  m a rk e t v a lu e  o f  th e  p r o p e r t y  w h ic h  i s  u s e d  t o  e s t a b l i s h  th e  f i x e d  b a s e  a n n u a l r e n t  f o r  th e  i n i t i a l  p e r io d  o f  th e  l e a s e  may n o te x c e e d  th e  f a i r  m a rk e t v a lu e  a s  i t  was l a s t  a p p r a is e d  on o r  b e f o r e  J a n u a r y  1 ,\1975, b r o u g h t  fo r w a r d  t o  Ja n u a r y  1 , 1 9 7 6 , a t  th e  r a t e  o f  10 p e r  c e n t  p e r  y e a r , o r ,  i f  th e  l e a s e  w as e n t e r e d  i n t o  a f t e r  Ja n u a r y  1 , 1 9 7 5 , on th e  b a s i s  o f  th e  f a i r  m a r k e t v a lu e  a t  th e  tim e  th e  l e a s e  w as e n t e r e d  i n t o .
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O r i g i n a l  s p o n s o r s : P o la n d , C r o f t ,and H uber
IN  THE SENATE BY THE FINANCE COMMITTEECS FOR SENATE B IL L  NO. 159 ( F in a n c e )IN  THE LEGISLATURE OF THE STATE OF ALASKA TENTH LEGISLA TURE -  F IR S T  SE SSIO N  A B IL LF o r  an A c t  e n t i t l e d :  "A n A c t  r e l a t i n g  t o  th e  l e a s i n g  o f  s t a t e  la n d  o t h e rth a n  f o r  th e  e x t r a c t i o n  o f  n a t u r a l  r e s o u r c e s ;  and p r o ­v i d i n g  f o r  an e f f e c t i v e  d a t e ."BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1 . AS 3 8 ,0 5 .0 8 5  i s  r e p e a l e d  and r e - e n a c t e d  t o  r e a d :S e c . 3 8 .0 5 .0 8 5 . TERM OF L E A S E . (a) The l e a s e  s h a l l  p r o v id e  t h a t(1) f o r  t h e  i n i t i a l  2 5 - y e a r  p e r i o d  o f  th e  l e a s e ,  t h e  l e s s e e  s h a l l  p a y  th e  s t a t e  a f i x e d  b a s e  a n n u a l  r e n t  t o  b e  a g r e e d  u p on b y  th e  p a r t i e s  i n  c o m p lia n c e  w it h  th e  p r o v i s i o n s  o f  t h i s  c h a p t e r ;  h o w e v e r , t h i s  a n n u a l r e n t  may n o t  e x c e e d  10 p e r  c e n t  o f  t h e  f a i r  m a r k e t v a l u e  o f  th e  p r o p e r t y  a s  d e te r m in e d  i n  (b) o f  t h i s  s e c t i o n ;(2) th e  f i x e d  b a s e  a n n u a l  r e n t  t o  b e  p a i d  b y  th e  l e s s e e  s h a l l  be r e a d j u s t e d  when th e  i n i t i a l  2 5 -y e a r  p e r i o d  o f  t h e  l e a s e  h a s  e x p ir e d  a n d , t h e r e a f t e r ,  e v e r y  10 y e a r s ;  and(3) th e  r e a d j u s t e d  a n n u a l  r e n t  may n o t  e x c e e d  10 p e r  c e n t  o f  th e  v a lu e  o f  th e  p r o p e r t y  a s  d e te r m in e d  i n  (b) o f  t h i s  s e c t i o n  o r  50 p e r  c e n t  m ore th a n  th e  am ount p a i d  e a c h  y e a r  d u r in g  th e  i n i t i a l  p e r i o d  o r  th e  p r e c e d in g  1 0 - y e a r  p e r i o d ,  w h ic h e v e r  i s  lo w e r .(b) When i t  becom es n e c e s s a r y  t o  d e te r m in e  th e  f a i r  m a r k e t v a lu e  o f  p r o p e r t y  a s  r e q u ir e d  b y  (a) o f  t h i s  s e c t i o n ,  th e  l e s s e e  s h a l l  a p p o in t  an M . A . I .  a p p r a i s e r  an d th e  s t a t e  s h a l l  a p p o in t  an M . A . I .  a p p r a i s e r .The two a p p r a i s e r s  s o  a p p o in t e d  s h a l l ,  w i t h i n  a  s p e c i f i e d  p e r i o d  o f  tim e  a g r e e d  upon by th e  p a r t i e s ,  make t h e i r  a p p r a i s a l s  o f  "h e p r o p e r t y  i n  q u e s t i o n . I f  th e  two a p p r a i s e r s  a g r e e  upon t h e  f a i r  i i a r k e t  v a l u e ,  th e- 1 -  CSSB  1 5 9 ( F in a n c e )
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d e t e r m in a t io n  i s  a b s o l u t e l y  b i n d i n g  on th e  p a r t i e s .  I n  t h e  e v e n t  th e  two a p p r a i s e r s  a r e  u n a b le  t o  a g r e e ,  t h e y  s h a l l  t o g e t h e r  a p p o in t  a  t h i r d  M . A . I .  a p p r a i s e r  who s h a l l  th e n  make h i s  a p p r a i s a l  o f  th e  p r o p e r t y  in  q u e s t i o n . When th e  t h i r d  a p p r a i s a l  i s  c o m p le te d , th e  two o f  t h e  t h r e e  a p p r a i s a l s  w h ic h  a r e  n e a r e s t  e a c h  o t h e r  i n  t h e i r  d e t e r m in a t io n  o f  th e  f a i r  m a rk e t v a lu e  s h a l l  be a v e r a g e d  and th e  r e s u l t a n t  sum s h a l l  be th e  f a i r  m a rk e t v a lu e  o f  th e  m a t t e r  i n  q u e s t io n  and a b s o l u t e l y  b i n d i n g  on th e  p a r t i e s .  A l l  c o s t s  in c u r r e d  i n  m ak in g  t h e  a p p r a i s a l s  p r o v id e d  f o r  in  t h i s  s u b s e c t i o n  s h a l l  b e  b o rn e  b y  th e  s t a t e  and t h e  l e s s e e  e q u a l l y .(c) The l e s s e e  s h a l l  make a d v a n c e  p ay m e n ts o f  th e  a n n u a l r e n t  o r  p o r t i o n  o f  i t  a s  th e  d i r e c t o r ,  w it h  t h e  a p p r o v a l  o f  t h e  c o m m is s io n e r , may r e q u i r e .(d) A p r e f e r e n c e  r i g h t  l e s s e e  o f  g r a z i n g  o r  f o r e s t  la n d  may f o l l o w  t h e  paym ent s c h e d u le  e s t a b l i s h e d  i n  h i s  c a n c e l l e d  f e d e r a l  l e a s e  c r  g r a z in g  p e r m it  i f  h e  so  d e s i r e s .(e) N o t ic e  o f  a l l  a c t i o n s  b y th e  d e p a rtm e n t a f f e c t i n g  t h e  r i g h t s  o f  a  l e a s e  o r  l e s s e e  s h a l l  b e  g iv e n  to  t h e  l e s s e e .( f)  A v i o l a t i o n  o f  a p r o v i s i o n  o f  t h i s  c h a p t e r  o r  o f  a te rm  o r  p r o v i s i o n  o f  a  l e a s e  s u b j e c t s  th e  l e s s e e  t o  a p p r o p r i a t e  l e g a l  a c t i o n ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  a  f o r f e i t u r e  o f  th e  l e a s e .(g) I n  t h i s  s e c t i o n ,(1) " a n n u a l  r e n t "  m eans th e  am ount o f  r e n t  p a i d  a n n u a l l y  d e te r m in e d  by m u l t i p l y i n g  t h e  f a i r  m a rk e t ~ 'alue b y t h e  r e n t a l  r a t e  com­p u te d  a t  th e  tim e  o f  th e  i n i t i a l  2 5 -y e a r  p e r io d  o f  th e  l e a s e  o r  o f  e a c h  s u b s e q u e n t 1 0 -y e a r  p e r io d  o f  th e  l e a s e ;(2) " r e n t a l  r a t e "  m eans th e  r a t e ,  e x p r e s s e d  aS  a p e r c e n t a g e  o f  f a i r  m a rk e t v a l u e ,  w h ic h  a c o m p a r a b le  c l a s s  o f  p r i v a t e l y  owned p r o ­p e r t y  w o u ld  b r in g  i n  th e  open m a rk e t w it h  th e  same c o n d i t i o n s  o f  l e a s e  a s  o f f e r e d  b y  th e  s t a t e . ( *
DSSB 159(Finance) -2-
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*  S e c .  2 . AS 3 8 .0 5  i s  amended b y  a d d in g  a nev; s e c t i o n  t o  r e a d :S e c .  3 8 .0 5 .1 0 3 . RIGHTS OF HOLDER OF SECU RITY IN T E R E ST . (a) I ft h e r e  i s  a b r e a c h  o r  d e f a u l t  o f  a te rm  o f  a  l e a s e  o r  o f  th e  p r o v i s i o n so f  t h i s  c h a p t e r  r e l a t i n g  t o  a l e a s e ,  th e  d i v i s i o n  s h a l l  p r o v id e  w r i t t e n  n o t i c e  o f  th e  b r e a c h  o r  d e f a u l t  b y  p e r s o n a l  s e r v i c e  o r  b y  r e g i s t e r e d  o r  c e r t i f i e d  m a i l  to  th e  l e s s e e  an d t o  a n y  h o ld e r  o f  r e c o r d  h a v in g  a s e c u r i t y  i n t e r e s t  i n  th e  l e a s e d  p r o p e r t y .  The n o t i c e  s h a l l  a l s o  make demand upon th e  l e s s e e  t o  c u r e  o r  rem edy th e  b r e a c h  o r  d e f a u l t  w i t h i n  60 d a y s  fro m  th e  d a te  o f  r e c e i p t  o f  th e  n o t i c e  and dem and. I f  a l e s s e e  f a i l s  t o  c u r e  o r  rem edy th e  b r e a c h  o r  d e f a u l t  w i t h i n  60 d a y s , o r  w i t h i n  t h e  a d d i t i o n a l  t im e  w h ic h  th e  d i v i s i o n  may a l lo w  f o r  go o d  c a u s e ,  th e  s t a t e  m ay, s u b j e c t  t o  (b) o f  t h i s  s e c t i o n ,  e x e r c i s e  an y r i g h t  w h ic h  i t  may h a v e  a t  la w  o r  a s  s e t  o u t  i n  t h e  l e a s e .(b) I f  a l e s s e e  f a i l s  t o  c u r e  o r  rem edy a b r e a c h  o r  d e f a u l t  w it h in  t h e  t im e  a llo w e d  i n  (a) o f  t h i s  s e c t i o n ,  a  h o ld e r  o f  a s e c u r i t y  i n t e r e s t  who h a s  r e c e i v e d  n o t i c e  u n d e r (a) o f  t h i s  s e c t i o n  may c u r e  o r  rem edy th e  b r e a c h  o r  d e f a u l t  i f  th e  b r e a c h  o r  d e f a u l t  ca n  b e  c u r e d  by t h e  paym ent o f  money o r ,  i f  t h i s  c a n n o t  be d o n e , b y  p e r fo r m in g  o r  u n d e r t a k in g  in  w r i t i n g  t o  p e r fo r m  th e  te r m s , c o n v e n a n t s , r e s t r i c t i o n s  and c o n d i t i o n s  o f  th e  l e a s e  c a p a b le  o f  p e r fo r m a n c e  b y  th e  h o l d e r .  The h o ld e r  s h a l l  a c t  w i t h i n  60 d a y s  fro m  t h e  d a te  o f  r e c e i p t  o f  n o t i c e  u n d e r (a) o f  t h i s  s e c t i o n ,  o r  w i t h i n  an a d d i t i o n a l  p e r io d  a s  th e  d i r e c t o r  may a l lo w  f o r  good c a u s e .*  S e c .  3 . AS 3 8 .0 5 .1 0 5  i s  r e p e a le d  and r e - e n a c t e d  t o  r e a d :S e c .  3 8 .0 5 .1 0 5 . P ER IO D IC  RENT ADJUSTM ENTS. (a) E a ch  l e a s e  s h a l l  s t i p u l a t e  t h a t  a t  th e  c o n c l u s io n  o f  th e  i n i t i a l  2 5 -y e a r  p e r io d  o f  th e  l e a s e  and a t  i n t e r v a l s  o f  10 y e a r s  t h e r e a f t e r  th e  a n n u a l r e n t  paym ent i s  s u b j e c t  to  a d ju s t m e n t . C h a r g e s  o r  a d ju s t m e n t s  s h a l l  be b a s e d  p r i ­m a r i l y  on an a d ju s t e d  f a i r  m a rk e t v a l u e .  H o w ever, i f  t h e  d i r e c t o r  o f- 3 -  CSSB 1 5 9 ( F in a n c e )
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th e  d i v i s i o n  o f  la n d s  d e te r m in e s  t h a t  s i n g l e - f a m i l y  r e s i d e n t i a l  d e v e lo p ­m ent i s  t h e  b e s t  u s e  o f  th e  l a n d , t h e  r e a p p r a i s a l  p e r i o d  may b e  l e n g t h ­en ed  o r  th e  r e a d ju s t m e n t  w a iv e d  i n  a c c o r d a n c e  w it h  r e g u l a t i o n s  a d o p te d  b y  th e  d e p a r tm e n t . B e fo r e  a  w a iv e r  o f  r e n t  a d ju s t m e n t  i s  i s s u e d ,  th e  la n d  s h a l l  h a v e  a c u r r e n t  r e a p p r a i s a l .  A w a iv e r  i s  v a l i d  o n ly  i f  s i n g l e - f a m i l y  r e s i d e n t i a l  d e v e lo p m e n t a c t u a l l y  o c c u r s .  The r e g u l a t i o n s  a d o p te d  u n d e r t h i s  s e c t i o n  s h a l l  e n s u r e  t h a t  th e  s t a t e  r e c e i v e s  a  f a i r  r e t u r n  fro m  th e  la n d .(b) The p r o v i s i o n s  o f  s e c .  85(b ) o f  t h i s  c h a p t e r  a r e  a p p l i c a b l e  to  r e a p p r a i s a l s  o f  l e a s e s  r e q u ir e d  b y  t h i s  s e c t i o n ,  e x c e p t  t h a t ,  i n  d e t e r ­m in in g  an a d j u s t e d  m a r k e t v a lu e(1) c h a n g e s  i n  p r o p e r t y  v a lu e  due t o  g o v e r n m e n ta l a c t i o n s ,  i n c l u d i n g  z o n in g  r e c l a s s i f i ' . a t i o n s , s h a l l  b e  in c lu d e d ;  and(2) c h a n g e s  i n  p r o p e r t y  v a lu e  due to  p r i v a t e  im p ro v em e n ts  made t o  th e  p r o p e r t y  o r  o t h e r  p r i v a t e l y  owned o r  l e a s e d  p r o p e r t y  s i n c e  o r i g i n a l l y  e n t e r i n g  i n t o  th e  l e a s e  s h a l l  b e  e x c lu d e d .*  S e c .  4 . The p r o v i s i o n s  o f  t h i s  A c t  a r e  a p p l i c a b l e  to  s t a t e  l e a s e s  w h ic h  a r e  i n  e x i s t e n c e  on o r  b e f o r e  th e  e f f e c t i v e  d a t e  o f  t h i s  A c t  i f  a  l e s s e e  u n d er a l e a s e  e l e c t s ,  i n  w r i t i n g ,  to  be bound b y t h i s  A c t .  When a l e s s e ee l e c t s  t o  be bound b y th e  p r o v i s i o n s  o f  t h i s  A c t ,  th e  s t a t e  s h a l l  e n t e r  i n t oa new l e a s e  w ith  th e  l e s s e e  f o r  a  term  e q u a l  to  th e  r e m a in in g  p e r io d  o f  th e  o r i g i n a l  l e a s e  w h ic h  i s  b e in g  t e r m in a t e d  t h a t  i s  c o n s i s t e n t  w it h  th e  p r o ­v i s i o n s  o f  t h i s  A c t .  H o w e v e r, f o r  p u r p o s e s  o f  d e t e r m in in g  t h e  a n n u a l  r e n t  by th e  s t a t e ,  th e  f a i r  m a rk e t v a lu e  o f  th e  p r o p e r t y  w h ic h  i s  u s e d  t o  e s t a b l i s h  th e  f i x e d  b a s e  a n n u a l r e n t  f o r  th e  i n i t i a l  p e r io d  o f  th e  l e a s e  may n o t  e x c e e d  th e  f a i r  m a rk e t v a lu e  a s  i t  was l a s t  a p p r a is e d  on o r  b e f o r e  J a n u a r y  1 ,1975, b r o u g h t  fo r w a r d  t o  Ja n u a r y  1 , 1 9 7 6 , a t  th e  r a t e  o f  10 p e r  c e n t  p e ry e a r ,  o r ,  i f  th e  l e a s e  was e n t e r e d  i n t o  a f t e r  Ja n u a r y  1 , 1 9 7 5 , on th e  b a s i s  o f  th e  f a i r  m a rk e t v a lu e  a t  th e  t im e  t h e  l e a s e  was e n t e r e d  i n t o .CSSB 1 5 9 ( F in a n c e )  - 4 -



*  S e c .  5 . The p r o v i s i o n s  o f  s e c .  4 o f  t h i s  A c t  e x p i r e  on J a n u a r y  1 , 1979.*  S e c .  6 . T h is  A c t  t a k e s  e f f e c t  im m e d ia te ly  i n  a c c o r d a n c e  w i t h  AS 0 1 .1 0 .-  0 7 0 ( c ) .
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IN  THE SENATE FIN A N CE COMMITTEEC S FOR SENATE B IL L  NO. 159 IN  THE L E G ISLA T U R E  OF THE STATE OF ALASKA TENTH L E G ISL A T U R E  -  F IR S T  S E S S IO N  A B IL LF o r  an  A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  t h e  l e a s i n g  o f  s t a t e  l a n d  o t h e rt h a n  f o r  t h e  e x t r a c t i o n  o f  n a t u r a l  r e s o u r c e s ;  a n d  p r o ­v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "BE I T  ENACTED BY THE LE G ISLA T U R E  OF THE STATE OF A L A SK A :
*  S e c t i o n  1 .  A S 3 8 .0 5 .0 8 5  i s  r e p e a l e d  an d  r e - e n a c t e d  t o  r e a d :S e c .  3 8 .0 5 .0 8 5 .  TERM OF L E A S E . (a )  T h e l e a s e  s h a l l  p r o v i d e  t h a t  . (1) f o r  t h e  [i n i t i a l  1 0 - y e a r  p e r i o d y o f  t h e  l e a s e ,  t h e  l e s s e e
s h a l l  p ay  th e  s t a t e  a  f i x e d  b a se  a n n u al r e n t a l  a s  determ in ed under (b) o f  t h i s  s e c t io n ; how ever, t h i s  a n n u al r e n t a l  may n o t  exceed  te n  p e r  c e n t o f  th e  f a i r  m arket v a lu e  o f  th e  p ro p e rty  a s  d eterm in ed i n  (c) o f  t h is  s e c t io n ;(2) f o r  each  o f  two a d d it io n a l  te n  y e a r  p e r io d s  th e  f i x e d  b ase annual r e n t a l  t o  b e  p a id  by th e  le s s e e  s h a l l  be r e a d ju s te d  when th e p reyieu ^  te n  y e a r  p e r io d  o f  th e  le a s e  h as e x p ir e d ;(3) th e  r e a d ju s te d  an n u al r e n t a l  s h a l l  b e  a s  determ ined under (e) o f  t h is  s e c t i o n , b u t  may n o t  e x ceed  te n  p e r  c e n t  o f  th e  f a i r  m arket v a lu e  o f  th e  p r o p e r ty  as determ in ed in  (c) o f  t h id  s e c t io n  o r  170 p e r  ic e n t more th an  th e  amount p a id  ea ch  y e a r  d u rin g  th e  p re c e d in g  te n  y e a r  p e r io d , w h ich e ver i s  low er; and(4) f o r  e a d j  subsequen t f i v e  y e a r  p e r io d  th e  f i x e d  b a se  annualr e n t a l  s h a l l  b e  as determ in ed under (e) o f  t h i s  s e c t i o n .(b) The a n n u al r e n t a l  s h a l l  b e  th e  a n n u al r e n t a l  r a t e  tim es th ec u rr e n t f a i r  m arket v a lu e .
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(c)F o r th e  p u rpo ses o f  le a s in g  under t h i s  s e c t i o n , "m arket v a lu e "  o r  " f a i r  m arket v a lu e "  means th e  p r i c e ,  e s tim a te d  in  term s o f  money, w hich  th e  p r o p e r ty , in  i t s  o r i g i n a l  c o n d it io n  a t  th e  tim e o f  f i r s t  e n te r in g  in t o  th e  le a s e , w ould b r in g  i f  exposed f o r  a  s a l e  f o r  a  re a s o n a b le  t in e  i n  th e  open m ark e t, w ith  a  s e l l e r ,  w i l l i n g  b u t  n o t  fo r c e d  t o  s e l l ,  and a  b u y e r , w i l l i n g  b u t  n o t  fo r c e d  t o  b u y , b o th  b e in g  f u l l y  in fo rm ed o f  a l l  th e  p urpo ses f o r  w hich  th e  p ro p e rty  i s  b e s t  adapted o r  c o u ld  b e  u se d .(d )F o r th e  p u rp o ses o f  t h is  s e c t io n , "a n n u a l r e n t a l  r a t e "  means th a t  r a t e ,  e x p re sse d  as a  p e rc e n ta g e  o f  f a i r  m arket v a lu e , w h ich  a  com parable c la s s  o f  p r iv a t e ly  owned p r o p e r ty  w ould b r in g  on th e  open m arket w ith  th e  same le a s e  c o n d it io n s  as o f f e r e d  b y  th e  s t a t e .  \(e )T h e -a n n u a l--re n ta l s h a l l - b e  th e  a n n u al r e n t a l ,  r a t e  t im e s . th e  c u rre n t -^yC \  -
' 't 'i  d r '1 if a i r  m arket v a lu e  - o f- t h e  p r o p e r ty ^  Changes in  p ro p e rty  v a lu e , due to  o f f  p ro p e rty  im provem ents, in c lu d in g  zo n in g  r e c l a s s i f i c a t i o n s ,  s h a l l  b e  in c lu d e d  i n  d e te rm in in g  th e  c u rr e n t f a i r  m arket v a lu e  f o r  le a s in g  p u rp o se s. Changes in  v a lu a t io n  due to  improvements made to  th e  p ro p e rty  s in c e  o r i g i n a l l y  e n te r in g  in t o  th e  le a s e  s h a l l  n o t  b e  c o n sid e re d  in  d e term in in g  th e  c u rre n tf a i r  m arket v a lu e  f o r  le a s in g  p u rp o se s. )( f ) .  T h e  l e s s e e  s h a l l  make a d v a n c e  p a y m e n ts  o f  t h e  a n n u a l  r e n t  o r

i 'p o r t i o n  o f  i t  a s  t h e  d i r e c t o r ,  w i t h  th e  a p p r o v a l  o f  th e  c o m m is s io n e r , may r e q u i r e .( g )  A p r e f e r e n c e  r i g h t  l e s s e e  o f  g r a z i n g  o r  f o r e s t  l a n d  may f o l l o w  t h e  p a y m e n t s c h e d u le  e s t a b l i s h e d  i n  h i s  c a n c e l l e d  f e d e r a l  l e a s e  o r  g r a z i n g  p e r m it  i f  h e  so  d e s i r e s .( h )  N o t i c e  o f  a l l  a c t i o n s  b y  t h e  d e p a r tm e n t a f f e c t i n g  t h e  r i g h t s  o f  a  l e a s e  o r  l e s s e e  s h a l l  b e  g i v e n  to  t h e  l e s s e e .( i )  A v i o l a t i o n  o f  a  p r o v i s i o n  o f  t h i s  c h a p t e r  o r  o f  a  te r m  o rC SSB  159



p r o v is io n  o f  a  le a s e  s u b je c ts  th e  le s s e e  to  a p p ro p ria te  le g a l  a c t io n , in c lu d in g , b u t n o t  l im it e d  t o ,  a  f o r f e i t u r e  o f  th e  le a s e .( j)  I n  the eve n t o f  a  d is p u te  over th e  annual r e n t a l  r a t e  o r  the f a i r  m arket v a lu e  o f  p ro p e rty  as re q u ire d  by (a) o f  t h is  s e c t io n , the le s s e e  s h a l l  a p p o in t an M .A .I .  a p p r a is e r  and the s t a t e  s h a l l  app o in t an M .A .I .  a p p r a is e r . The two a p p ra is e rs  so a p p o in te d  s h a l l ,  w ith in  a  s p e c i f ie d  p e r io d  o f  tim e agreed upon by th e  p a r t i e s ,  t h e i r  determ ina­t io n  o f  annual r e n t a l  r a t e  o r  t h e i r  a p p r a is a ls  o f  th e  p ro p e rty  in  q u e s t io n . I f  th e  two a p p ra is e rs  agree upon th e  an n ual r e n t a l  r a t e  o r th e  f a i r  m arket v a lu e , th e  d e te r m in ia tio n  i s  a b s o lu te ly  b in d in g  on the p a r t i e s .  I n  th e ev e n t th e  two a p p ra is e rs  a re  u n a b le  t o  a g r e e , th ey  s h a l l  to g e th e r  a p p o in t a t h ir d  M .A . I .  a p p r a is e r  who s h a l l  th en  make h is  d e te rm in a tio n  o f  annual r e n t a l  r a te  o r  h i s  a p p r a is a l o f  th e  p ro­p e r ty  i n  q u e s t io n . When th e  t h ir d  d e te rm in a tio n  o r  a p p r a is a l i s  com pleted, th e  two o f  th e  th re e  d e te rm in a tio n s o r  a p p r a is a ls  w hich a re  n e a r e s t  each o th e r  in  t h e i r  d e te rm in a tio n  o f  annual r e n t a l  r a t e  o r  a p p r a is a l o f  th e  f a i r  m arket v a lu e  s h a l l  b e  averaged and th e  r e ­s u lt a n t  sum s h a l l  be th e  annual r e n t a l  r a t e  o r  f a i r  m arket v a lu e  o f  th e  m a tte r  i n  q u e stio n s  and a b s o lu te ly  b in d in g  on th e  p a r t i e s .  A l l  c o s ts  in c u r r e d  in  m aking th e d eterm in atio n s o r  a p p r a is a ls  p rovid edf o r  in  t h i s  s u b s e c tio n  s h a l l  be borne by th e  s t a t e  and th e  le s s e e  e q u a lly .*  S e c .  2 .  A S 3 8 .0 5  i s  am ended b y  a d d in g  a new s e c t i o n  to  r e a d :S e c .  3 8 .0 5 .1 0 3 .  RIGH TS OF HOLDER OF SE CU R IT Y IN T E R E S T . (a) I ft h e r e  i s  a  b r e a c h  o r  d e f a u l t  o f  a te r m  o f  a  l e a s e  o r  o f  th e  p r o v i s i o n s  o f  t h i s  c h a p t e r  r e l a t i n g  t o  a  l e a s e ,  th e  d i v i s i o n  s h a l l  p r o v id e  w r i t t e n  n o t i c e  o f  t h e  b r e a c h  o r  d e f a u l t  b y p e r s o n a l  s e r v i c e  o r  b y  r e g i s t e r e d  o r  c e r t i f i e d  m a i l  t o  t h e  l e s s e e  a n d  to  a n y  h o ld e r  o f  r e c o r d  h a v in g  a s e c u r i t y  i n t e r e s t  i n  th e  l e a s e d  p r o p e r t y .  T he n o t i c e  s h a l l  a l s o  make dem and u p o n  t h e  l e s s e e  t o  c u r e  o r  rem edy th e  b r e a c h  o r  d e f a u l t  w i t h i n  60
d a y s  fr o m  t h e  d a t e  o f  r e c e i p t  o f  th e  n o t i c e  a n d  dem an d. I f  a  l e s s e e  f a i l s  t o  c u r e  o r  rem e d y  t h e  b r e a c h  o r  d e f a u l t  w i t h i n  60 d a y s ,  o r  w i t h i n  t h e  a d d i t i o n a l  t im e  w h ic h  th e  d i v i s i o n  may a l l o w  f o r  g o o d  c a u s e ,  t h e  s t a t e  m a y , s u b j e c t  t o  (b) o f  t h i s  s e c t i o n ,  e x e r c i s e  a n y  r i g h t  w h ic h  i t- 3 -  C S S B  i s y



may have a t  law or as s e t  out in  the l e a s e .(b) I f  a le s s e e  f a i l s  to cure or  remedy a breach or d e f a u lt  w ith in  th e time allow ed in  (a) o f  t h is  s e c t io n ,  a h o ld e r  o f  a s e c u r it y  i n t e r e s t  who has r e c e iv e d  n o t ic e  under (a) o f  t h is  s e c t io n  may cure or remedy the breach or d e f a u l t  i f  the breach or d e f a u lt  can be cured by the payment o f  money o r ,  i f  t h i s  cannot be done, by perform ing or un dertakin g in  w r i t i n g  to perform the terms, convenants, r e s t r i c t i o n s  and co n d it io n s  o f  th e  le a s e  cap ab le  o f  performance by the h o ld e r . The h o ld e r  s h a l l  a c t  w it h in  60 days from the date o f  r e c e ip t  o f  n o t ic e  under (a) o f  t h is  s e c t i o n ,  o r  w it h in  an a d d it io n a l  period  as the d ir e c t o r  may a llo w  f o r  good c a u se .* S e c . 3 AS 3 8 .0 5 . 1 0 5  i s  r e p e a l e d  and r e - e n a c t e d  t o  r e a d :S e c .  3 8 . 0 5 . 1 0 5 .  P E R IO D IC  RENTAL ADJUSTMENTS, (a) E a c h  l e a s e  s h a l l  s t i p u l a t e  t h a t  a t  t h e  c o n c l u s i o n  o f  e a c h  o f  t h e  -tO ^ y e a r  p e r i o d s  o f  t h e  l e a s e  and a t  i n t e r v a l s  o f  y e a r s  t h e r e a f t e rt h e  a n n u a l  r e n t a l  p a y m e n t i s  s u b j e c t  t o  a d j u s t m e n t .  C h a r g e s  o r  a d j u s t m e n t s  s h a l l  b e  b a s e d  on a r e a p p r a i s e d  a n n u a l  r e n t a l  v a l u e .  H o w e v e r , i f  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  l a n d s  d e t e r m i n e s  t h a t  a  s i n g l e  f a m i l y  r e s i d e n t i a l  d e v e lo p m e n t  i s  t h e  b e s t  u s e  o f  t h e  l a n d ,  t h e  r e a p p r a i s a l  p e r i o d  may be l e n g t h e n e d  o r  t h e  r e a d j u s t m e n t  w a iv e d  i n  a c c o r d a n c e  w i t h  r e g u l a t i o n s  a d o p t e d  by t h e  d e p a r t m e n t .  B e f o r e  a  w a i v e r  o f  r e n t a l  a d j u s t m e n t  i s  i s s u e d ,  t h e  l a n d  s h a l l  h a v e  a c u r r e n t  r e a p p r a i s a l .  A w a i v e r  i s  v a l i d  o n l y  i f  a s i n g l e* [7" ~f a m i l y  r e s i d e n t i a l  d e v e lo p m e n t  a c t u a l l y  o c c u r s , .a n d  o n l y  i f^ ' 1n e c e s s a r y  f o r  o b t a i n i n g  p r i m ary l o n g - t e r m  f i n a n c i n g .  The r e g u ­l a t i o n s  a d o p t e d  u n d e r  t h i s  s e c t i o n  s h a l l  e n s u r e  t h a t  t h e  s t a t e  r e c e i v e s  a f a i r  r e t u r n  fro m  t h e  l a n d .(b) The p r o v i s i o n s  o f  s e c .  85 (7c) o r  t h i s  c h a p t e r  a r e  a p p l i c a b l e i
It o  r e a p p r a i s a l s  o f  l e a s e s  r e q u i r e d  by t h i s  s e c t i o n .* S e c .  4 .  The p r o v i s i o n s  o f  t h i s  A c t  a r e  a p p l i c a b l e  t o  s t a t e  l e a s e s  w h ic h  a r e  i n  e x i s t e n c e  o n  o r  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  i f  a  l e s s e e  j - 9 - CSSB 159
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n d a r  a  l e a s e  e l e c t s ,  i n  w r i t i n g ,  t o  b e  b o u n d  b y t h i s  A c t .  When a  l e s s e el e c c s  t o  b e  b o u n d  b y  t h e  p r o v i s i o n s  o f  t h i s  A c t ,  t h e  s t a t e  s h a l l  e n t e r  i n t onew l e a s e  w i t h  t h e  l e s s e e  f o r  a  te rm  e q u a l  to  t h e  r e m a i n i n g  p e r i o d  o f  t h er i g i n a l  l e a s e  w h ic h  i s  b e i n g  t e r m in a t e d  t h a t  i s  c o n s i s t e n t  w i t h  t h e  p r o -  *i s i o n s  o f  t h i s  A c t .  H o w e v e r , f o r  p u r p o s e s  o f  d e t e r m in in g  t h e  a n n u a l  r e n t  b yh e  s t a t e ,  t h e  f a i r  m a r k e t  v a l u e  o f  th e  p r o p e r t y  w h ic h  i s  u s e d  t o  e s t a b l i s hh e f i x e d  b a s e  a n n u a l  r e n t a l  f o r  t h e  i n i t i a l  p e r i o d  o f  t h e  l e a s e  may n o tx c e e d  t h e  f a i r  m a r k e t  v a l u e  as,, i t  was,, l a s t  a p p r a i s e d  o n  o r  b e f o r e  J a n u a r y  1 , -  1975, b ro u gh t forw ard  to  Ja n u a ry  1,1976 a t  the r a t e  o f  te n  p e r  c e n tp e r  y e a r  o r ,  i f  th e  le a s e  was e n te re d  in t o  a f t e r  Ja n u a ry  1 , 1975, on th e  b a s is  o f  th e  f a i r  m arket v a lu e  a t  th e  tim e the le a s e  was e n te re d  i n t o .
jp ,  *  S e c . 5 . The p r o v is io n s  o f  S e c . 4 e x p ir e  on Ja n u a ry  1 ,1 9 7 9 .S e c . 6 . T h is A a t ta k e s  e f f e c t  im m ed iately  i n  acco rd an ce w ith  AS 0 1 .1 0 .-  0 7 0 (c).
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GROWTH IN VALUE OF
VACANT
REAL ESTATE

19,235 12.50%

16,578 16.03 %

13,709 2 0.93%

12.0 0 0 |A.C4%

1972 1973 1974 19 75 1976

l a n d  z o n e d  f o r  Si ng l e family u s e

ASSUMING t’2.000 VALUC IN SEPTEMDER 1972

53,597

LAND ZONED FOR MULT-FAMILY USE- 
$30,000

107,04 6

95,009

82,638

67,944

60,000

1972

13.24%

1973

21.70%

1974

14.90%

1975

12. 6 7 %

1976
L A N D  ZONED FOR C O M M E R C I A L  USE -  
$ 6 0 , 0 0 0  I

80,642

72,189

62,350

50,000

24.70%

1973 1974

.5.78%

1975

11.71 %

1976
L AND Z O N E D  FOR INDUSTRIAL USE 
$ 5 0 , 0 0 0  -  1973

ia-ie d  ON A s u r v e y  t a k e n  BY REAL ESTATE SERVICES CORPORATION



GROWTH IN VALUE OF
IMPROVED
REAL ESTATE

309,906

63,864

10.80 %
279 ,678

237,454

209,580

200,000 4.79%

1972 1973

13.30%

1974

17.74%

1975 1976

SINGLE FAMILY RESIDENCE ASSUMING 
$40,000 VALUE IN SEPTEMBER 1972

MULTI-FAMILY RESIDENCE —  $ 200,000

8.93 V.
276,972

12.57%
245,156

15.40%

212,440200,000 6.22 V.

1972 1973 1974 1975 1976

COMMERCIAL & OFFICE OUILOINGS —  $ 200,000

147,800

1973
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LEASE METHOD COMPARISONS
LEASE(1)Rent Per P re se n t Law and S t a t e  A p p ra isa l  (a)$5,691

Rent Per L e s se ss  A p p ra is a l
Rent Per Ad Hoc Committee
Rent Per S .B .  159
Lease Commencement
l e a s e  Term
L o catio n
S iz e

(b)$4,552 
a or  b 

’ $ 930
1961 
55 yrs

LEASE(2)$5,232 
$4,160 
a o r  b 
$ 800 

1961 
55 y r s .

Anchorage Anchorage

LEASE(3)$1,300 
N/A 

$1,300 
$ 120 

1969
Su sitn aV a lle y

LEASE(4)$1,650 
N/A 

$1,650 
$ 270 

1969
55 y r s .  55 y r s .

14,782 S .F .  18,012 S . F .  40 Ac.
Su sitn aV a lle y

80 Ac.



LEASE NO. 1(a) (b)Rent EconomicBy S .B .  159 Rent Per L e s s e e 'sTerm A p p ra is a l
76-81 $ 930 $4,552
81-86 930 4,552
86-91 1,395 4,552

(c) (d) (e)Rent Economic Rent •_Savings Rent Per Savings(Per Period) S t a t e 's  (Per Period)A p p raisal
$18,110 $5,691 $23,805

18,110 5,691 23,805
15,785 5,691 21,480

91-96 2,092 4,552 12,300 5,691 17,995
96-2001 3,138 4,552 7,070 5,691 .1.2,765
Assume: (1) I-and v alu e  does not r i s e  beyond present value(2) Economic le a s e  r a te  does not r i s e
Column: (a) Annual r e n t  fo r  each year under S .B .  159(b) Presen t economic re n t as determined by le s s e e s  ap p raisers(c) Period  r e n t  savin gs under S .B .  159 (d iffe re n c e  between column (a) and column (b)) .(d) P resen t economic r e n t  as determined by s t a t e s  a p p ra ise r(e) Period  r e n t  savin gs  under S .B .  159 (d iffe re n ce  between column (a) and column (d)



LEASE NO. 3

( a )Rent By S .B .  159
T e r m

76-81
81-86
86-91
91-96
96-2001
2001-2006
2006-2011
Assume:

$120 
120
180
270
405
607
911

(b) Economic Pent Per S t a t e 1s A p p raisal
$1,300

1.300
1.300
1.300
1.300
1.300
1.300

( c )Rent S avin gs  (Per Period)
$5,900

5,900
5,600
5,150
4,475
3,465
1,945

(1) Ixind v a lu e  does not r i s e  beyond present valu e(2) Economic le a s e  r a t e  does not r i s e
Column: (a) Annual re n t fo r  each year under S .B .  159(b) P resen t economic re n t as  determined by s t a t e s  a p p r a is a l(c) Period re n t savin gs  under S .B .  159
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TESTIMONY ON By J o e  W ilh o
L a d i e s  and G e n t le m e n :F i r s t ,  I  w o u ld  l i k e  t o  t h a n k  y o u  f o r  y o u r  t im e  and e f f o r t s  i n  c o n s i d e r a t i o n  o f  o u r  " h e a d a c h e " ;  and s e c o n d ,  I  w ou ld  l i k e  t o  r e q u e s t  y o u V h a n g  i n  t h e r e "  —  w e ' r e  im p r o v e d ,  b u t  n o t  c u r e d .On my l o t  7 - A ,  B l o c k  3 ,  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n ,  t h e  p r o p o s e d  l e a s e  p a y m e n ts  o f  B i l l  159 w o u ld  t o t a l  o v e r  t h r e e  m i l l i o n  d o l l a r s .  T h a t ' s  45 t i m e s  t h e  1975 v a l u a t i o n ,  o r  a p p r o x i m a t e l y  600 t i m e s  t h e  a p p r a i s e d  v a l u e  when f i r s t  l e a s e d  i n  1 9 58 .I  c o n t e n d  t h a t  t h i s  i s  n o t  a f a i r  l e a s e .  N o t  t o  me, n o t  t o  f u t u r e  l e a s e h o l d e r s ,  and n o t  t o  t h e  S t a t e  o f  A l a s k a .  I t  w i l l  n o t  e n c o u r a g e  d e v e lo p m e n t ;  i n  a l l  p r o b a b i l i t y  i t  w i l l  f o r c e  t h e  l e a s e h o l d e r s  t o  do u n t o  o t h e r s  a s  t h e  S t a t e  o f  A l a s k a  h a s  don e u n t o  th em ; i n c r e a s e  o u r  t e n a n t s " r e n t , i n c r e a s e  t h e  p r i c e  o f  o u r  p r o d u c t s  and s e r v i c e s  t o  t h e  e x t e n t  t h e y  a r e  n o t  c o m p e t i t i v e ,  t h e r e b y  f o r c i n g  us o u t  o f  b u s i n e s s  an d t o  a b an d o n  o u r  S t a t e  l e a s e s .  W i t h i n  10 t o  15 y e a r s ,  S e c t i o n  16 c o u l d  e a s i l y  be m i s t a k e n  f o r  a s lu m  a r e a .I  b u i l t  a 1 2 ,5 0 0  f o o t  w a r e h o u s e  f o r  o v e r  $ 2 0 0 ,0 0 0 .0 0 ,  and h a v e  i t  l e a s e d  t o  Mammoth T r u c k i n g  f o r  35 c e n t s  p e r  f o o t ,  w h ic h  i s  a f a i r  m a r k e t  v a l u e  f o r  t h e  l o c a t i o n .  T h i s  i s  a g r o s s  a n n u a l  in c o m e  o f  $ 5 2 , 5 0 0 . 0 0 .  W ith  a n n u a l  e x p e n s e s  a s  f o l l o w s :

T h i s  p r o d u c e s  a n e t  p r o f i t ,  b e f o r e  t a x e s ,  d e p r e c i a t i o n ,  i n f l a t i o n ,  v a c a n c i e s ,  e t c .  o f  $ 1 1 , 5 7 3 . 6 3 .  S e n a t e  B i l l  #159 w o u ld  a l l o w  me t o  h o l d  t h e  p r o p e r t y  f o r  a p p r o x i m a t e l y  10 y e a r s ,  w h ic h  w ou ld  r e l i e v e  my p r e s e n t  s i t u a t i o n  and a l l o w  t h e  l e a s e h o l d e r s  t im e  t o  s e e k  a d d i t i o n a l  c o r r e c t i v e  l e g i s l a t i o n ,  b u t  b o t h  my i n a b i l i t y  t o  o b t a i n  b a n k  f i n a n c i n g  an d my common s e n s e  w o u ld  p r o h i b i t  im p ro v e m e n ts  o r  f u r t h e r  d e v e lo p m e n t .  Lo o k  a t  t h e  s t a t i s t i c s :

Bank p a y m e n ts  U t i l i t i e s  T a x e s ,  I n s u r a n c e  M a i n t e n a n c e ,  M i s c .  Land L e a s e  T o t a l :
$ 2 1 , 0 0 0 . 0 04 ,2 7 4 . 5 9  6 ,3 1 1 .1 4  5 ,4 0 0 .6 4  3 ,9 4 0 . 0 0$ 4 0 , 9 2 6 . 3 7



EFFECT OF SENATE B IL L  #159 ON MY PROPERTY LOCATED BLOCK 1 , LOT 7A , ALASK INDUSTRIAL S U B D IV IS IO N . LOT S I Z E  APPROXIMATELY 6 4 , COO SQ . F T . APPRAISED AT 5 6 5 ,6 4 0 .0 0  TO BE REAPPRAISED 1978.
A L A S K A  I N D U S T R I A L  S U B D I V I S I O N  L E A S E H O L D E R S  A S S O C I A T I O N

% INC % ORIG NEW APPRAISED LEASE ACCUMULATED COSTTERM TERM VALUE VALUE PAYMENTS TO LEASEE1 -1 0  0% 100% $ 6 5 ,6 4 0 .0 0 $ 5 2 ,5 1 2 .0 0 $ 5 2 ,5 1 2 .0 01 0 -1 5  50% 150% 9 3 ,4 6 0 .0 0 3 9 ,3 8 4 .0 0 9 1 ,3 9 6 .0 01 5 -2 0  50% 2 2 5% 1 4 7 ,6 9 0 .0 0 5 9 ,0 7 6 .0 0 1 5 0 ,9 7 2 .0 02 0 -2 5  50% 337.5% 2 2 1 ,5 3 5 .0 0 8 8 ,6 1 4 .0 0 2 3 9 / 5 8 6 .0 02 5 -30  50% 506.25% 3 3 2 ,3 0 2 .0 0 1 3 2 ,9 2 0 .8 0 3 7 2 , 5 0 6 .8 03 0 -3 5  50% 759.38% 4 9 8 ,4 5 4 .0 0 1 9 9 ,3 8 1 .6 0 5 7 1 ,8 8 8 .4 03 5 -4 0  50% 1 ,1 3 9 .0 7 % 7 4 7 ,6 8 6 .0 0 2 9 9 .0 7 4 .4 0 8 7 0 ,9 6 2 .8 0<*>oininrrIo 1 ,708 .61% • 1 ,1 2 1 ,5 3 1 .0 0 4 4 8 ,6 1 2 .6 4 1 ,3 1 9 , 5 7 5 .4 44 5 -5 0  50% 2 ,5 6 2 .9 2 % 1 ,6 8 2 ,3 0 1 .0 0 6 7 2 ,9 2 0 .2 8 1 ,9 9 2 , 4 9 5 .7 25 0 -5 5  50% 3 ,8 4 4 .3 8 % 2 ,5 2 3 ,4 5 1 .0 0 1 ,0 0 9 , 3 8 0 .4 0 3 ,0 0 1 , 8 7 6 .1 2
1 . A b ov e i s M IN IM U M2 . R a t o s  a r e compounded3 . When l e a s e  f i n i s h e d , le a s e e  w i l l  h a v e p a i d  4 5 .7 3  t i m e s v a l u e( 3 ,0 0 1 ,8 7 6  t 6 5 ,6 4 0 )



What am ount w ou ld  I ,  o r  a n y o n e ,  h a v e  t o  i n v e s t  t o  make t h i s  l a n d  s u p p o r t  a S t a t e  l e a s e  u n d e r  SB#159? And w h ere and how c o u l d  i t  be f i n a n c e d ?R e g a r d l e s s  o f  t h e  f o r m u l a  u s e d ,  a s  I  s a i d  b e f o r e ,  w h e t h e r  i t  b e  a p e r c e n t a g e  o f  t h e  r e a p p r a i s e d  v a l u e  e v e r y  f i v e  y e a r s ,  a c o m p a r is o n  t o  p r i v a t e  l e a s e s ,  t h e  number o f  q u i l l s  on a p o r c u p i n e  d i v i d e d  by p i ,  o r  t h e  number o f  m oose i n  t h e  M a t -S u  V a l l e y  t i m e s  t h e  s q u a r e  r o o t ,  i f  t h e  t o t a l  m o n e ta r y  f i g u r e  e x c e e d s  s i x  t i m e s  t h e  a p p r a i s e d  v a l u e  o f  t h e  l a n d  a t  t h e  t im e  o f  l e a s e ,  i t  w i l l  n o t  be a f a i r  r e n t a l  t h a t  w i l l  e n h a n c e  d e v e lo p m e n t  and be a c c e p t a b l e  t o  f u t u r e  l e a s e e s .T h i s  i s  b u t  one e x a m p le  o f  m a n y , so  a g a i n  I  r e q u e s t  y o u r  c o o p e r a t i o n .  P u t  y o u r  f e e t  i n  my b o o t s  and w a lk  a m i l e  and I 'm  c o n f i d e n t  we c a n  p a s s  a b e t t e r  la w  t h a t  w i l l  be  f a i r  t o  p r e s e n t  l e a s e h o l d e r s ,  more d e s i r a b l e  t o  a l l  f u t u r e  l e a s e h o l d e r s  and n o n - l e a s e h o l d e r s ,  and b e n e f i c i a l  t o  o u r  S t a t e  G o v e rn m e n t b o t h  now, and i n  t h e  f u t u r e .



THE FIRST NRTIONRL BRNK Of RNCHORflGE

F e b ru a ry  2 2 , 1977

M rs. Kay P o la n d  R e so u rce  & F in a n c e  L e g i s l a t u r e  o f  A la s k a  Ju n e a u , A la s k aD ear M rs. P o la n d :T h is  c o n c e r n s  o u r b a n k 's  a t t i t u d e  in  p r o v id in g  fu n d s  f o r  tlie  p u rp o se  o f  f i n a n c i n g  le a s e h o ld  im provem ents on la n d  le a s e d  from  th e  S t a t e  o f  A la s k a .Our lo a n s  on im proved r e a l  e s t a t e  a r e  g o v e rn e d  by c e r t a i n  r e g u l a t i o n s  made by th e  C o m p t r o lle r  o f  th e  C u r r e n c y , U n ite d  S t a t e s  T r e a s u r y  D e p a rtm e n t. Any l e a s e h o l d ,  a g a i n s t  w hich we a re  le n d in g  m oney, m ust h ave a f i r m  le a s e  e x te n d in g  a t  l e a s t  te n  (10) y e a r s  beyond th e  term  o f  o u r  l o a n . In  c a l c u l a t i n g  th e  amount o f th e  lo a n  a g a i n s t  a l e a s e h o l d ,  we m ust p r o j e c t  th e  e x p e n s e s  in c id e n t  to  th e  o p e r a t io n  o f  th e  p r o p e r t y . T h is  in c lu d e s  le a s e  p aym ents t h a t  a r e  s u b je c t  to  in c r e a s e s  o f  an unknown am ount. We a r e  u n d e r s ta n d a b ly  r e l u c t a n t  to  make su ch  l o a n s .Our b a n k 's  p o l i c y  is  to  lo a n  a g a i n s t  le a s e h o ld s  f o r  a term  in w h icli we a r e  a s s u r e d  o f  a r e a s o n a b le  f i x e d  p ay m en t. We w i l l  not make lo a n s  when we a r e  n o t a b le  to  a c c u r a t e l y  f o r e c a s t  th e  le a s e  paym ents d u r in g  th e  term  o f  o u r lo a n . S i n c e r e l y ,/"n
't/s'"? /)

^ ------------------
V i c e  P r e s i d e n tDCF/ e r



I N  S U P P O R T  O F  T H E  L E A S E H O L D E R S  B I L L

I n  s u p p o r t  o f  t h e  6% a n n u a l  r e n t a l  r a t e ,  I  w o u ld  l i k e  t o  r e q u e s t  you r e - r e a d  t h e  H e a r i n g  P a n e l  P r o p o s e d  D e c i s i o n  and R e c o m m e n d a t io n ? ,  p a ge  1 2 ,  ^|4, w h ic h  q u i t e  c l e a r l y  d e f i n e s  o u r  p o s i t i o n .The t o t a l  l e a s e  r e n t a l  f o r  t h e  55 y e a r  p e r i o d  p r o p o s e d  i n  o u r  b i l l  w ou ld  amount t o  $ 3 7 9 ,4 1 1 .0 0 .  T h i s  i s  5 .7 8  t i m e s  t h e  1975 a p p r a i s e d  v a l u e ,  o r  7 5 .8 8  t i m e s  t h e  1958 a p p r a i s e d  v a l u e .  U n d e r SB # 159, t h e  t o t a l  l e a s e  r e n t a l  f o r  t h e  55 y r .  p e r i o d  w o u ld  am ount t o  o v e r  t h r e e  m i l l i o n  d o l l a r s .  T h i s  i s  45 t i m e s  t h e  1975 a p p r a i s e d  v a l u e ,  o r  a p p r o x i m a t e l y  600 t i m e s  t h e  1958 a p p r a i s e d  v a l u e .I n  my o p i n i o n ,  o u r  b i l l  p r o v i d e s  t h e  maximum r e n t a l  t o  be b e n e f i c i a l  t o  a l l  c o n c e r n e d ;  an e x c e l l e n t  r e t u r n  t o  t h e  S t a t e ,  a f a i r  s e t t l e m e n t  t o  t h e  e x i s t i n g  S t a t e  l e a s e h o l d e r s ,  a f a i r  o p p o r t u n i t y  f o r  f u t u r e  l e a s e h o l d e r s ,  a s  w e l l  a s  t h e  maximum r e n t a l  a l l o w a b l e  t o  e n c o u r a g e  d e v e lo p m e n t  and ban k f i n a n c i n g .  W h ereas SB#159 i s  n o t  b e n e f i c i a l  t o  a l l  c o n c e r n e d .  I t  i s  a maximum r e t u r n  t o  t h e  S t a t e  from  c u r r e n t  l e a s e h o l d e r s  w i t h  e x i s t i n g  im p r o v e m e n t s ,  fro m  10 t o  maybe 15 y e a r s  when t h e y  w i l l  be f o r c e d  t o  g i v e  up t h e i r  l e a s e s ,  i t  i s  n o t  a f a i r  s e t t l e m e n t  t o  t h e  e x i s t i n g  l e a s e h o l d e r s ,  i t  i s  n o t  a f a i r  o p p o r t u n i t y  t o  f u t u r e  l e a s e h o l d e r s ,  i t  w i l l  n o t  e n c o u r a g e  d e v e lo p m e n t ,  and i t  i s  n o t  a c c e p t a b l e  t o  t h e  b a n k s  f o r  f i n a n c i n g .I  w ould a l s o  s u g g e s t  t h e  e l i m i n a t i o n  o f  t h e  f l o a t i n g  e a s e m e n t be ad d ed  t o  SB # 1 5 9 , a s  recommended by t h e  H e a r i n g  P a n e l  on p a g e  1 9 ,  115 o f  t h e i r  r e p o r t .
J o e  W ilh o u r



A L A S K A  I N D U S T R IA L  S U B D I V I S I O N  L E A S E H O L D E R S  A S S O C I A T I O NE F F E C T  O F A L A S K A  L E A S E H O L D E R S  A S S O C I A T I O N  P R O P O S E D  B I L L  ON MY P R O P E R T Y  L O C A T E D  B L O C K  3 ,  L O T  7 A ,  A L A S K A  I N D U S T R I A L  S U B D I V I S I O N .  LO T  S I Z E  A P P R O X IM A T E L Y  6 4 , 0 0 0  S . .  F T .  A P P R A IS E D  A T  $ 6 5 , 6 4 0 . 0 0  TO BE R E A P P R A IS E D  1 9 7 8 .
TERM  ' % IN C  TERM % O R T G  V A L U E NEW A P P R A IS E D  V A L U E L E A S EP A Y M E N T S A C C U M U LA T E D  TO L E A S E E
1 - 2 5 0.1 1 00% 5 6 0 , 6 4 0 . 0 0 $ 1 9 , 7 0 0 . $ 9 8 , 5 0 0 . 0 0
2 5 - 3 5 50% 150% 9 8 , 6 6 0 . 0 0 5 9 , 1 9 6 . 1 5 7 , 6 9 6 . 0 0
3 5 - 4 5 50% 22 5% 1 4 7  , 9 9 0 . 0 0 3 8 , 7 9 4 . 2 4 6 , 4 9 0 . 0 0
4 5 - 5 5 50% 3 3 7 . 5 % 2 2 1 , 5 3 5 . 0 0 1 3 2 , 9 2 1 . 3 7 9 , 4 1 1 . - 0 0
1 .  A b o v e  i s  M AXIM UM2 . R a t e s  a r e  c o m p o u n d e d3 . W hen l e a s e  f i n i s h e d ,  l e a s e e  w i l l  h a v e  p a i d  5 . 7 8  t i m e s  v a l u e  ( 3 7 9  , 4 1 1  4- 6 5 , 6 4 0 )



I

S u b j e c t :  S t a t e  land L e a s e s

The f o l l o w i n g  co m m en ts , i p i n i o n s ,  and re c o m m e n d a tio n s  r e g a r d i n g  S t a t e  l a n d  l e a s i n g  a r e  o f f e r e d  t o  f u r t h e r  a c q u a i n t  you w it h  th e  b i l l  we a r e  s u b m i t t i n g  t h i s  s e s s i o n .I  f i r s t  l e a s e d  p r o p e r t y  i n  S e c t i o n  16 i n  1958 i n f an a d v e r t i s e d  c o m p e t i t i v e  b i d  s a l e .  M r . C h i p p c r f i e l d , T e r r i t o r i a l  D i r e c t o r  o f  L a n d s  a t  th e  t i m e ,  t o l d  t h e  g r o u p  t h a t  we w ou ld  p a y  no t a x e s  on t h e  l a n d  b e c a u s e  we d i d n ' t  own i t .  T h i s  i s  n o t  t r u e  -  t h e  c i t y  o f  A n c h o r a g e  came up w i t h  w h at t h e y  c a l l  l e a s e - h o l d - i n t e r e s t , and we h a v e  p a i d  t a x e s  e v e r y  y e a r .  A l s o ,  we w ere t o l d  t h a t  o v e r  th e  55 y e a r  p e r i o d  we w o u ld  be p a y i n g  more t h a n  t h e  la n d  c o u l d  s e l l  f o r ,  b u t  n o t  h a v i n g  t o  p a y  t a x e s ,  i t  w o u ld  be  v e r y  l i t t l e  m o re .Many o f  t h e  p r e s e n t  l e a s e h o l d e r s  a c q u i r e d  t h e i r  la n d  a t  t h e  o r i g i n a l  s a l e  and wore L o ld  i.hai ih o  S t a l e  w anted t o  d e v e l o p  a t a x  b a s e ,  and d e v e l o p  t h e  l a n d .I  was i n  my t h i r t i e s  i n  1 9 5 8 , s o  a 55 y e a r  l e a s e  r e p r e s e n t e d  my l i f e  s p a n .  E i t h e r  t h r o u g h  s t u p i d i t y  o r  u n w a r r a n t e d  f a i t h  i n  th e  i n t e g r i t y  o f  t h e  S t a t e ,  I  h a v e  s p e n t  m o st o f  my, and my w i f e s ,  a v a i l a b l e  t im e  and money t h a t  was n o t  a b s o l u t e l y  n e c e s s a r y  f o r  a g r o w in g  f a m i l y ,  on t h e  d e v e lo p m e n t  o f  t h e s e  l e a s e s .  A l o t  o f  t h i s  t im e  and money was s p e n t  im p r o v in g  t h e  l a n d  i t s e l f ;  s t r i p p i n g  t h e  t r e e s  and t i p  s o i l ,  f i l l i n g  a l a r g e  g u l l y  w h ic h  r a n  from  t h e  ro a d  t h r o u g h  t h e  p r o p e r t y  and a l o n g  t h e  s o u t h  s i d e  and a d d i n g  g r a v e l .I  now l e a s e  t h e s e  im p ro v e m e n ts  b a c k  from  t h e  S t a t e .U n t i l  r e c e n t l y  t h e  S t a t e  h a s  a d j u s t e d  o u r  r e n t  e v e r y  f i v e  y e a r s  from  a p p r o x i m a t e l y  4(1 t o  100 p e r c e n t ,  w h ic h  i s  h i g h ,  b u t  w o r k a b l e .  Now t h a t  t h e  la n d  h a s  b e en  d e v e lo p e d  and p u t  t o  good u s e ,  fo r m in g  a t a x  b a s e  by t h e  i n v e s t m e n t  o f  m i l l i o n s  o f  d o l l a r s ,  and c r e a t i n g  em p lo ym en t f o r  o v e r  a th o u s a n d  p e o p l e ,  t h e  S t a t e  h a s  a d j u s t e d  o u r  r e n t  850 p e r c e n t  t o  o v e r  1000 p e r c e n t .A r c  wo r e v e r t i n g  back  t o  a f e u d a l  s y s t e m ?  Or S t a t e  l .and B aron  v s  s h a r e c r o p p e r  l e a s e e s ?  Or a c o n -g a m e ?  One w o n d e r s ,  b u t  w it h  l e a s e  p a y m e n ts  s o  h i g h  i t ' s  t h e  e q u i v a l e n t  o f  t h e  S t a t e  co n d em in g t h e  l a n d !  T h r o u g h  t h e i r  r e a p p r a i s a l ,  t h e  S t a t e  h a s ,  in  e f f e c t ,  condemed t h e  l e a s e s .U nder t h e  c u r r e n t  p o l i c y  t h e  S t a t e  h a s  t u r n e d  a 55 y e a r  l e a s e  i n t o  a 5 y e a r  l e a s e .  T h i s  y e a r  t h e r e  h a s  b e e n  l e s s  d e v e lo p m e n t  in  S e c t i o n  16 t h a n  i n  any o t h e r  p a r t  o f  to w n . I t  i s  i m p o s s i b l e  f o r  t h e  l e a s e h o l d e r s  t o  g e t  f i n a n c i n g ,  v/hich h a s  s t o p p e d  d e v e lo p m e n t .S e e  p a p e r  from  t h e  F i r s t  N a t i o n a l  Rank o f  A n c h o r a g e  a t t a c h e d .  One q u e s t i o n s  w h e t h e r  i t  i s  a d v i s a b l e  t o  r e p a i r  a l e a k y  r o o f .My p o s i t i o n  i s  i m p o s s i b l e .  Mv a n n u a l  r e n t  i n c r e a s e d  from  $ 1 ,9 4 0 .0 0  t o  $ 3 2 , 8 0 0 . 0 0 .  I c a n n o t  i n c r e a s e  my i n v e s t m e n t  b e c a u s e  t h e  f i n a n c i n g  h a s  been made i m p o s s i b l e .  I  c a n n o t  r a i s e  my t e n a n t s  r e n t  and c o m p e te  w it h  f e e - s i m p l e  la n d  r e n t s .  To r a i s e  mv r e n t s  a c c o r d i n g l y  w i l l  o n l y  c r e a t e  v a c a n c i e s  and u n d e rm in e  mv c h a n c e s  o f  m a k in g  l e a s e  p a y m e n ts  i f  and when t h e  S t a t e  d o e s  come up w i t h  a f a i r  r e n t a l .  And I  c a n n o t  a f f o r d  t o  j u s t  w a lk  away fro m  mv 20 y e a r s  i n v e s t m e n t  o f  t im e  and m o n e v , w i t h  o n l y  p a r t  o f  t h e  money r e p a i d  to  t h e  b a n k .
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A t t n e  1975 r a t e  o f  $ 3 9 4 0 .0 0  p e r  y e a r ,  I  w o u ld  p a y  t h e  S t a t e ,  f o r  my l e s s  t h a n  2 a c r e s ,  a l e a s e  r e n t a l  f o r  my r e m a i n i n g  37 y e a r s ,  $ 1 4 5 ,7 8 0 .0 0  -  n e a r l y  15 t i m e s  t h e  o r i g i n a l  a p p r a i s e d  v a l u e ,  p l u s  w h a t ' s  a l r e a d y  b e en  p a i d  t h e  p a s t  18 y e a r s .A t  t h e  c u r r e n t  r a t e  o f  $ 3 2 ,8 0 0 .0 0  p e r  y e a r ,  and w i t h  no a d d i t i o n a lr e a p p r a i s a l s  b u t  p r e c a r i o u s l y  a s s u m in g  I  c o u l d  h o ld  o n t o  t h e  p r o p e r t y ,  I  w o u ld  pay t h e  S t a t e  f o r  my l e s s  th a n  2 a c r e s ,  a l e a s e  r e n t a l  f o r  my r e m a i n i n g  37 y e a r s ,  $ 1 , 2 1 3 , 6 0 0 . 0 0 ,  p l u s  w h a t ' s  a l r e a d y  been p a i d  t h e  p a s t  18 y e a r s .I f  t h e  S t a t e  r a i s e s  my r e n t  t h e  same 850 p e r c e n t  e v e r y  5 v e a r s ,  Iw ould p a y  t h e  S t a t e  a l e a s e  r e n t a l  o f  my l e s s  t h a n  2 a c r e s ,  f o rmy r e m a i n i n g  37 v e a r s ,  $ 2 7 2 , 1 5 1 , 0 9 0 , 4 6 4 . 0 0 ,  p l u s  w h a t ' s  a l r e a d y  b e en  p a i d  t h e  p a s t  18 y e a r s .  F a n t a s t i c  1I t  a p p e a r s  t h e  S t a t e  n o t  o n l y  w a n ts  t h e i r  l a n d  b a c k ,  b u t  a l s o  my im p r o v e m e n ts !  Who p a y s  t h e  b a n k ?  What amount w ou ld  I  h a v e  t o  i n v e s t  t o  make i t  s u p p o r t  a S t a t e  l e a s e ?  Few , i f  a n y  o f  u s ,  w ou ld  n o t  g i v e  up o u r  l e a s e s  i f  we c o u l d  r e c o v e r  o u r  i n v e s t m e n t s .I n  c o m p a r is o n  t o  t h e  F i s h i n g  l a n d  l e a s e s ,  t h e  l e a s e  f o r  s e t - n e t  f i s h i n g ,  n o t  t o  e x c e e d  10 y e a r s ,  q u o t e ,  "T he D i r e c t o r  s h a l l  e s t a b l i s h  a r e a s o n a b l e  r e n t a l  f o r  t h e  l e a s e ,  e q u a l  t o  t h e  A d m i n i s t r a t i o n  c o s t s  i n v o l v e d  i n  p r o c e s s i n g  t h e  l e a s e h o l d  a p p l i c a t i o n . "  T h e s e  l e a s e s ,  h o w e v e r ,  may p r o d u c e  l a r g e  p r o f i t s  f o r  t h e  l e a s e e  w i t h  s m a l l ,  c o m p a r a b le  i n v e s t m e n t ,  and c o s t  l e s s  t h a n  $ 5 0 .0 0  a y e a r .I n  c o m p a r is o n  o f  i n d i v i d u a l  t r a c t s  o f  l a n d ,  Bob P e n n e y  and t h e  T e a m s t e r s  U n io n  ctre l e a s i n g  l a r g e r  t r a c t s ,  o f  g r e a t e r  v a l u e ,  f o r  p e n n i e s  w h ere many a r e  p a y i n g  d o l l a r s .  M r. P en n ey  a v e r a g e s  a b o u t  $ 7 5 0 .0 0  p e r  a c r e .  The T e a m s t e r s  U n io n  a v e r a g e s  a b o u t  $ 3 ,5 0 0 .0 0  p e r a c r e  -  w i t h  no r e a p p r a i s a l .  Mv l e a s e  a v e r a g e s  o f  $ 1 9 ,0 0 0 .0 0  p e r  a c r e !  I f  I ,  and my b a n k e r ,  had c h o s e n  t o  bo d i s h o n e s t  we c o u l d  h a v e  a r r a n g e d  a s i m i l i a r  s i t u a t i o n ,  b u t  t h a t  i s  n o t  j u s t i f i c a t i o n  f o r  b i a s  on t h e  S t a t e s  b e h a l f .I n  c o m p a r is o n  t o  h o u s i n g ,  t h e  S t a t e  h a s  p a s s e d  a law  o f  r e n t  c o n t r o l  w h ereb y  t h e  l e a s e r  m u st j u s t i f y  an y  h o u s i n g  r e n t  i n c r e a s e .  Mo law  e x i s t s  f o r  S t a t e  l e a s e h o l d e r s  and r e n t s  may be u n j u s t l y  r a i s e d .  No law  s t a t e s  we c a n n o t  j u s t  p a s s  t h i s  i n c r e a s e  on t o  o u r  t e n a n t s ,  b u t  t h e r e  i s  no way we c o u l d  s t i l l  c o m p e te  w i t h  f e e - s i m p l e  la n d  r e n t s  so  we w i l l  o n l y  c r e a t e  v a c a n t  la n d  and b u i l d i n g s .  B e c a u s e ,  h o w e v e r , a d d i t i o n a l  e x p e n s e s  m u st be co m m e n su ra te  w i t h  a d d i t i o n a l  incom e i f  we a r e  ho s u r v i  \e f i n a n c i a l l y ,  a l a r g e  m e a s u r e ,  o r  a l l ,  o f  s u c h  a d d i t i o n a l  e x p e n s e  m u st be p a s s e d  on t o  o u r  t e n a n t s ,  ox- added t o  t h e  c o s t  o f  o u r p r o d u c t  o r  s e r v i c e s .  The S t a t e  s h o u ld  n o t  be t h e  l e a d e r  i n c r e a s i n g  s u c h  i n f l a t i o n ,  b u t  s h o u l d  t a k e  e v e r y  a c t i o n  p o s s i b l e  t o  h o ld  i t  down.I n  c o m p a r is o n  t o  o t h e r  l a n d  l e a s e  p o l i c i e s ,  t h e  M a t - S u  B orou gh  p a m p h le t  o f  J u n e  2 6 th  s t a t e s  t h e  l e a s e  am ount i s  n o t  s u b j e c t  t o  r e a p p r a i s a l .  The h i g h e s t  b i d  e s t a b l i s h e s  t h e  a n n u a l  r e n t a l  f o r  t h e  55 y e a r  te rm  o f  t h e  l e a s e ,  w it h  t h e  c a p i t a l  move t o  W i l l o w ,  how w i l l  t h e  S t a t e  l e a s e  l a n d  i n  t h e  W il lo w  a r e a ?
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Some p o s s i b l e  r e c o m m e n d a t io n s :1 .  L e v e l  p a y m e n t s ,  s i m i l a r  t o  t h e  r e c e n t  M a t -S u  B o ro u g h  a u c t i o n ,  n o t  c h a n g e d  e v e r y  t im e  t h e  a d m i n i s t r a t i o n  i s  c h a n g e d .  E l i m i n a t e  t h e  S t a t e  " o p e n - e n d "  p o l i c y .  A s t a b l e  l e a s e  e n a b l e s  t h e  l e a s e e  t o  p l a n  a h e a d  and t h i s  r i d i c u l o u r  p r e d i c a m e n t  w o n 't  ha p p en  a g a i n  i n  t h e  f u t u r e .2 .  Some a r r a n g e m e n t  s h o u l d  be made w h ereb v  a . l e a s e  i s  b a n k a b l e .A l o n g  te rm  l e a s e  s h o u l d  be c o m p a r a b le  and c o m p e t i t i v e  i n  p r i c e  a t  t i m e  o f  l e a s e ,  . w i t h  f e e - s i m p l e  s a l e s .3 .  T a x e s ,  i f  a n y ,  on t h e  l a n d  i t s e l f ,  s h o u l d  be a t  a p e r c e n t a g e  r a t e ' ,  on a l l  s t a t e - o w n e d  l e a s e  l a n d .4 .  C o n s i d e r a t i o n  and l o w e r i n g  l e a s e  r a t e  s c a l e  f o r  v a l u e  o f  im p ro v e m e n ts  m a d e , due t o  a d d i t i o n a l  t a x e s  i n c u r r e d  and a s  i n c e n t i v e  t o  d e v e l o p  i n d u s t r y ,  and p r o t e c t  human r i g h t s .5 .  Some m ethod t o  ren ew  a l e a s e  15 t o  20 y e a r s  p r i o r  t o  i t s  c u r r e n t  e x p i r a t i o n  d a t e ,  i n  o r d e r  t o  s e c u r e  f i n a n c i n g  and c o n t i n u e  t o  d e v e l o p  t h e  p r o p e r t y .6 .  Maximum r e t u r n  f o r  S t a t e  l e a s e d  l a n d  s h o u l d  be a f a i r  r e n t a l  e n c o u r a g i n g  l e a s i n g  and d e v e lo p m e n t  o f  a d d i t i o n a l  S t a t e  l a n d ,  and n o t  e x o r b i t a n t  r e t u r n s  and t h e  e v e n t u a l  f o r c e d  v o i d a n c e  o f  t h e  a p p r o x i m a t e l y  o n e p e r c e n t  o f  s t a t e  l a n d  now l e a s e d .F o r c e d  v o i d a n c e  o f  t h e  p r e s e n t  l a n d  l e a s e s ,  and c o n t i n u a n c e  o f  t h e  e x i s t i n g  p o l i c y  s o  no one w i l l  be dumb e n o u g h  t o  l e a s e  a d d i t i o n a l  l a n d s ,  w i l l  s u r e l y  n o t  b e n e f i t  t h e  S t a t e ,  and j u s t  a s  s u r e l y  w i l l  n o t  b e n e f i t  h e r  r e s i d e n t s .7 .  The p r e s e n t  b l a n k e t  e a s e m e n t  s h o u ld  be e l i m i n a t e d  fro m  t h e  l e a s e s  n o t  o n l y  b e c a u s e  i t  i s  n o t  b a n k a b l e ,  b u t  a l s o  b e c a u s e  i f  e x e r c i s e d ,  i t * w o u l d  t a k e  a l l  v a l u e  o u t  o f  t h e  l e a s e h o l d  i n t e r e s t ,  and c o u l d  r u i n  t h e  l e a s e e  b u s i n e s s  w i t h o u t  a n y  com­p e n s a t i o n .As I  s e e  i t ,  t h e  r e c o m m e n d a tio n s  s h o u l d  r e s u l t  i n  a l e a s e  p o l i c y  t h a t  r a k e  l e a s e s  d e s i r a b l e  t o  you a s  i n d i v i d u a l s ,  and a l l  r e s i d e n t s  o f  t h e  S t a t e .  T h ey  s h o u l d n ' t  c h a n g e  e v e r y  5 y e a r s .  T h e y  s h o u l d  b e  b a n k a b l e  and h a v e  a v a l u e ,  e s p e c i a l l y  a f t e r  p a y m e n ts  h a v e  b e en  made f o r  some 20 y e a r s  o r  m o re . They s h o u l d ,  a s  t h e  C o n s t i t u t i o n  s t a t e s ,  " e n h a n c e  d e v e l o p m e n t " .  The S t a t e  w i l l  g e t  t h e i r  maximum r e t u r n  by t a x i n g  t h e  d e v e lo p m e n t  and i t s  in c o m e ,  and by b e i n g  a b l e  t o  l e a s e  t h e i r  m i l l i o n s  o f  s u r p l u s  l a n d s .  R e a p p r a i s a l  and any a d j u s t m e n t  o f  i n c r e a s e d  v a l u e s  du e t o  i n f l a t i o n  s h o u l d  come a t  t h e  end o f  t h e  l e a s e  p e r i o d .  I f  t h i s  c a n ' t  be d o n e ,  t h e  l a n d  s h o u l d  be s o l d ,  a l l o w i n g  c r e d i t s  f o r  t h o s e  who h a v e  f o r  a l o n g  t im e  p a i d  l e a s e  r e n t a l s ,  p a i d  t o  im p r o v e  t h e  l a n d  i t s e l f ,  and p a i d  t o  d e v e l o p  t h e  p r o p e r t y  i n t o  t a x a b l e  u s e .The S t a t e  g e t s  t h r e e  s h o t s  a t  i t s  l e a s e h o l d e r s ;  (a) l a n d  l e a s e  r e n t a l  p a y m e n t s ,  (b) t a x e s  on im p ro v e m e n ts  and (c) in co m e t a x .  Bv t a k i n g  an u n f a i r  a d v a n t a g e  o f  t h e  l e a s e  r e n t a l  p a y m e n t s ,  t h e  S t a t e  w i l l ,  o r  p o s s i b l y  h a s  a l r e a d y ,  e l i m i n a t e d  a l l  t h r e e .On T h u r s d a y  m o r n in g ,  D e c .  1 6 t h ,  I  a t t e n d e d  t h e  G o v e r n o r s  A d v i s o r y  C o m m itte e  m e e t in g  wher two r e p r e s e n t a t i v e s  o f  F . H . A .  t e s t i f i e d  t h a t  t h e  a p p r a i s a l  c l a u s e  and o t h e r  p a r t s  o f  t h e  S t a t e  l e a s e s  w ould n o t  be a c c e p t a b l e  f o r  F . H . A .  c o m m e r c ia l  o r  r e s i d e n t i a l  l o a n s .M r. P a u l  T r o c h ,  (344-4665) a c o n s t i t u t i o n a l  la w y e r  and t e a c h i n g  p r o f e s s o r  t e s t i f i e d  he h a s  c l i e n t s  who a r e  g o i n g  t o  b r i n g  s u i t  i f  t h a t  i s  t h e  o n l y  way t o  g e t  t h e  S t a t e  t o  co m p ly  w i t h  t h e  r e g u l a t i o n s
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p r o v i d e d  i n  i t s  c h a r t e r ,  w h ic h  r e a d s  t h e  S t a t e  m u st p r o v i d e  a way t o  d i s t r i b u t e  i t s  l a n d s  t o  t h e  p u b l i c  f o r  d e v e lo p m e n t .T h u r s d a y  a f t e r n o o n  I  saw M r. R i c h a r d  U l l r i c h ,  L o an  E x a m in e r  o f  t h e  S t a t e  V e t e r a n s  A f f a i r s .  A f t e r  e x p l a i n i n g  t h e  te r m s  o f  o u r  S t a t e  l e a s e s ,  he s a i d  t h e  S t a t e  V e t e r a n s  w o u ld  n o t ,  o r  c o u l d  n o t ,  make a l o a n  u n d e r  t h e  te r m s  o f  o u r  l e a s e s .  E x p e c i a l l y  t h e  r e a p p r a i s a l  c l a u s e  w h ic h  t h e  S t a t e  D i v i s i o n  o f  L a n d s  c l a i m s  i s  a f a i r  r e n t a l .A l s o ,  T h u r s d a y ,  I  v i s i t e d  t h e  A l a s k a  S t a t e  Bank w h ere I  c o u l d n ' t  h e l p  b u t  n o t i c e  t h e  p i c t u r e s  o f  A n c h o r a g e ,  t a k e n  a b o u t  1 9 1 5 , on t h e  w a l l s .  And co m p a re  t h e  A n c h o r a g e  o f  t o d a y  t h r o u g h  t h e  w in d o w s .I  w on dered w h at A n c h o r a g e  w ou ld  l o o k  l i k e  now i f  t h e  T e r r i t o r y ,  o r  F e d e r a l  G o v e r n m e n t ,  had  u s e d  t h e  p r e s e n t  s t a t e  l a n d  p o l i c y  t o  d e v e l o p  t h e  a r e a .T h e r e  i s  no way t h e  l e a s e h o l d e r s  c a n  u n r e a s o n a b l y  i n c r e a s e  t h e  p r i c e  o f  t h e i r  r e n t a l s ,  p r o d u c t s ,  o r  s e r v i c e s ,  e v e r y  f i v e  y e a r s  t o  m ee t t h e  i n c r e a s e d  r e n t a l s  w h ic h  t h e  S t a t e  D i v i s i o n  o f  L a n d s  c l a i m s  a r e  f a i r .  L o c a l  c o m p e t i t i o n  i n  t h e  town and t h e  S t a t e ,  a s  w e l l  a s  S t a t e  and F e d e r a l  r e g u l a t i o n s ,  s u c h  a s  t h e  t r u c k i n g  i n d u s t r y  who m u st a b i d e  by  IC C  r e g u l a t i o n s ,  e l i m i n a t e  t h e  p o s s i b i l i t y .  O t h e r  b u s i n e s s e s  i n  t o w n , g r o c e r y  s t o r e s ,  d e p a r t m e n t  s t o r e s ,  b a n k s ,  e t c .  do n o t  r a i s e  t h e  p r i c e  o f  t h e i r  p r o d u c t s  and s e r v i c e s  b e c a u s e  o f  t h e  a p p r e c i a t i o n  o f  t h e  l a n d  t h e i r  b u s i n e s s e s  a r e  o c c u p y i n g .  T hey m u st co m p e te  t o o .I t  w o u ld  seem t h e  S t a t e  i s  i n  th e  same p o s i t i o n  w i t h  t h e i r  e x c e s s  l a n d s  a s  t h e  b a n k s  a r e  w i t h  t h e i r  m oney. B o th  n e e d  p e o p l e  t o  manage i t .  The b a n k s ,  t h a n k s  t o  c o m p e t i t i o n  ana r e g u l a t i o n s ,  do n o t  c h a n g e  t h e i r  i n t e r e s t  r a t e s  e v e r y  f i v e  ' ' e a r s  on c o m m itt e d  . l o a n s .  The S t a t e  s h o u l d  be f o r c e d  by law  t o  a d o p t  t h e  same p o l i c y  and n o t  be  a l l o w e d  t o  t a k e  a d v a n t a g e  o f  t h e i r  m on op ly  o f  S t a t e  l a n d ,  o r  t h e  few  dumb t e n a n t s  t h e y  h a v e  t r a p p e d .I  t h i n k  t h a t  s i x  p e r c e n t  a n n u ; 1 r e n t a l  o f  t h e  o r i g i n a l  a p p r a i s e d  v a l u e  o f  che l a n d  f o r  55 y e a r s  w o u ld  be a f a i r  r e n t a l  w h ic h  w ould e n h a n c e  d e v e lo p m e n t .  T h i s  w ould n e t  t h e  S t a t e  o v e r  t h r e e  h u n d red  p e r c e n t  more in co m e  t h a n  c o u l d  be d e r i v e d  from  t h e  s a l e  o f  t h e  l a n d s ,  p l u s  c o n s i d e r a b l e  s a v i n g s  i n  S t a t e  a d m i n i s t r a t i o n  and l i t i g a t i o n  c o s t s ,  p l u s  t h e  r e t u r n  o f  t h e  la n d  t o  l e a s e  a g a i n  o r  r e - e v a l u a t i o n  o f  t h e  l e a s e s  a t  t h e i r  e x p i r a t i o n ,  w h ic h  w o u ld  be a c c e p t a b l e  t o  t h e  c i t i z e n s  o f  t h e  S t a t e ,  be t h e y  p r e s e n t  o f  p r o s p e c t i v e  l e a s e h o l d e r s ,  o r  n o n - l e a s e h o l d e r s  who n o n e - t h e - l e s s  d e r i v e  b e n e f i t s  from  t h e  money c o l l e c t e d .The p ro b le m  a s  I  s e e  i t ,  i s  n o t  t h e  few l e a s e e s  who now h o ld  S t a t e  l e a s e s .  They a r e  i n s i g n i f i c a n t .  I t  i.s r e s t o r i n g  t h e  c r e d i b i l i t y  o f  t h e  S t a t e  a s  a m o n o p o l i s t i c  l a n d l o r d ,  and c r e a t i n g  a w o r k a b le  p o l i c y  o f  d e v e l o p i n g  and u t i l i z i n g  a p o r t i o n  o f  A l a s k a s  m i l l i o n s  o f  a c r e s  o f  l a n d ,  w h e th e r  by l e a s i n g  o r  s e l l i n g .  The p e o p l e  o f  t h i s  S t a t e  c a n n o t  a f f o r d ,  and w i l l  n o t  a l l o w  t h i s ,  o r  an y o t h e r  a d m i n i s t r a t i o n ,  t o  l o c k  up t h e i r  100 m i l l i o n  a c r e s  o f  l a n d  i n  a n o n - p r o d u c t i v e  p o l i c y .  A p e r c e n t a g e  o f  i t  m u st be made p r o d u c t i v e  t o  s u p p o r t  t h e  p a r k s ,  a n im a l  h a b i t a t s ,  s c e n i c  l a n d s ,  w i l d  r i v e r s ,  and so  f o r t h .S e n a t o r  S t e v e n s  n e w s l e t t e r  i s  a t t a c h e d ,  i n f o r m i n g  u s  o f  an amendment
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s i g n e d  by P r e s i d e n t  F o r d  w i t h  r e g a r d  t o  F e d e r a l  l e a s i n g  i n  A l a s k a .The la w  w i l l  a l l o w  i n d i v i d u a l s  t o  g a i n  a r i g h t  t o  and an i n t e r e s t  i n  f e d e r a l  l a n d s  b y  a c t i v e l y  w o r k in g  t o  d e v e l o p  and u s e  t h e  l a n d  p r o d u c t i v e l y .  I  i n t e n d  t o  f i n d  o u t  w h at t h e i r  l e a s e  p o l i c y  i s .The la n d  p o l i c y  o f  t h e  S t a t e ,  i f  n o t  c h a n g e d  o r  a l t e r e d ,  h a s  been and w i l l  b e ,  more d e v a s t a t i n g  t o  t h e  S t a t e  and i t s  p r e s e n t  l e a s e e s  t h a n  t h e  1964 e a r t h q u a k e .  H ig h  p r i c e s  a r e  c a u s e d  by t h e  s c a r c i t y  o f  l a n d ,  w h ic h  i s  c a u s e d  by t h e  S t a t e .I  w ou ld  l i k e  t o  p r e s e n t  t h e  p a p e r  I  g a v e  t o  C o m m is s io n e r  M a r t i n  s h o w in g  t h e  e f f e c t s  o f  a 5% a n n u a l  i n c r e a s e  i n  a p p r a i s e d  v a l u e .  I t  shows t h e  S t a t e  w o u ld  c o l l e c t  o v e r  13 t i m e s  t h e  v a l u e  o f  t h e  p r o p e r t y  i n  55 y e a r s ,  p l u s  t h e  r e t u r n  o f  t h e  l a n d .  The S t a t e  w ould c o l l e c t  $ 1 3 1 ,9 6 7 .0 0  f o r  p r o p e r t y  v a l u e d  a t  $ 1 0 ,0 0 0 . 0 0 .  C o m m is s io n e r  M a r t i n  s a i d  t h i s  was much t o o  h i g h  and o v e r v a l u e d .  I  t h e n  a s k e d  him t o  v i s u a l i z e  and c a l c u l a t e  r a i s e s  o f  40%, 100%, and 850%, t h e  r a i s e s  we h a v e  b e e n  a c c e s s e d ,  i n  l i e u  o f  t h e  25% a s  shown on t h e  f i r s t  t h r e e  r e - a p p r a i s a l s .Th C o m m is s io n e r  s a i d  t h e  S t a t e  d i d  n o t  w ant o u r  l a n d  b a c k ,  b u t  hed i d  n o t  e x p l a i n  t h e  r i d i c u l o u r  i n c r e a a s e  i n  o u r  r e n t a l s .I  saw M r. W h it e h e a d ,  on e o f  t h e  G o v e r n o r s  A i d s ,  who among o t h e r s ,  s a i d  t h e r e  w ere t h o s e  who d i d  n o t  b e l i e v e  i n  i n d i v i d u a l s  ow ning l a n d ,  th o u g h  he d i d n ' t  name a n y ,  and I  h a v e  n o t  n e t  any who h a v ea d m i t t e d  t h i s  b e l i e f .  He s a i d  I  was on t h e  d e f e n s i v e -  t h i s  I  w i l la d m i t .  I  a s k e d  him w h at o t h e r  p o s i t i o n  I  c o u l d  t a k e  c o n s i d e r i n g  o u r  p a s t  e x p e r i e n c e  w i t h  t h e  D i v i s i o n  o f  L a n d s .  E x c e p t  f o r  a few  s l i p s  i n  o u r  r e c e n t  h e a r i n g ,  I  h a v e  n o t  h e a r d  o f  a n y  e v i d e n c e  from  any p e r s o n  i n  t h e  a d m i n i s t r a t i o n  m a k in g  any e f f o r t  t o  r e s o l v e  some o f  t h e  d e f i c i e n c i e s  i n  t h e i r  l a n d  l e a s e  p o l i c y .  S u r e l y  t h e y  h a v e  had many o p p o r t u n i t i e s .P o s s i b l y  i f  we c o u l d  h a v e  s e e n  th e  G o v e r n o r  f i r s t ,  c b o u t  s i x  m on th s ag o  l i k e  we r e q u e s t e d ,  we w o u ld  h a ve had a s o l u t i o n  lo n g  a g o .  I  w ou ld  l i k e  t o  make t h e  s u g e s t i o n  t h i s  c o m m itt e e  recommend t h a t  we s e e  t h e  G o v e r n o r  b e f o r e  he m akes h i s  f i n a l  d e c i s i o n  so  t h a t  he c a n  g e t  o u r  i n f o r m a t i o n  f i r s t  h a n d .I n  s u p p o r t  o f  o u r  b i l l  -  f i r s t  t h e  p r o p o s e d  d e c i s i o n s  and r e c o m m e n d a tio n s  o f  . t h e  h e a r i n g  we had w i t h  t h e  D i v i s i o n  o f  L a n d s .  I t  a p p e a r s  t h a t  t h e i r  d e c i s i o n s  w ere a l m o s t  e n t i r e l y  i n  o u r  f a v o r ,  th o u g h  I  d o n ' t  f e e l  t h e y  a d d r e s s e d  t h e  f i v e  y e a r  r e a p p r a i s a l  f u l l y .  Many o f  t h e  L e g i s l a t o r s  we c o n t a c t e d  s a i d  t h e  o n l y  s o l u t i o n  w o u ld  be f o r  t h e  S t a t e  t o  s e l l  t h e  l a n d ,  g i v i n g  p r e f e r e n c e  and some c r e d i t  t o  t h e  l e a s e h o l d e r s  who h a v e  p a i d  r e n t ,  im p rov ed  t h e  la n d  and d e v e lo p e d  t h e  l a n d  f o r  a l o n g  p e r i o d  o f  t i m e .  T h i s  w ould r e t u r n  t o  t h e  S t a t e  100% o f  i t s  v a l u e ,  b u t  no r e t u r n  o f  t h e  l a n d .O t h e r s  s a i d  we s h o u l d  h a v e  a l e a s e  w i t h  l e v e l  p a y m e n ts  o f  6% o f  t h e  v a l u e  f o r  55 y e a r s ,  w h ic h  w ou ld  r e t u r n  t o  t h e  S t a t e  360% o f  t h e  v a l u e  p l u s  r e t u r n  o f  t h e  l a n d .S t i l l  o t h e r s  s a i d  t h e y  s h o u l d  u s e  8% w i t h  t h e  a b o ve  f o r m u l a ,  w h ic h  w ould r e t u r n  t o  t h e  S t a t e  480% o f  t h e  v a l u e ,  p l u s  t h e  r e t u r n  o f  t h e  l a n d .
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T h e s e  p r o p o s a l s  w ere n o t  s u b m i t t e d  -  n o t  b e c a u s e  we t h o u g h t  t h e y  were u n f a i r  t o  t h e  S t a t e m  o r  t h e  l e a s e h o l d e r s ,  b u t  b e c a u s e  we d i d  n o t  t h i n k  t h e y  w o u ld  p a s s  t h e  L e g i s l a t u r e  and t h e  G o v e r n o r .O ur b i l l  w i l l  r e t u r n  t o  t h e  S t a t e  a l m o s t  600% o f  t h e  v a l u e ,  p l u st h e  r e t u r n  o f  t h e  l a n d .  I n  o u r  c o n f e r e n c e  w i t h  Jo h n  R a d a r ,  he a s k e dus i f  we owned t h e  l a n d ,  w o u ld  we l e a s e  i t  u n d e r  t h e  te r m s  o f  o u r  b i l l ?  I  an sw e re d  D e f i n i t e l y  Y e s !  I f  I  c o u l d  c o l l e c t  a b o u t  s i x  t i m e s  t h e . v a l u e  o f  t h e  l a n d  o v e r  a 55 y e a r  p e r i o d  and s t i l l  r e t a i n  t h e  t i t l e  w i t h  no t a x e s ,  o r  e x p e n s e s ,  and t h e n  p a s s  i t  on t o  my c h i l d r e nt o  r e l e a s e  o r  s e l l  a t  a new a p p r a i s e d  v a l u e ,  i t  w o u ld  be an e x c e l l e n td e a l ! *I  a l s o  t o l d  him t h a t  I  w o u ld  h a v e  no p r o b le m  l o b b y i n g  o u r  b i l l  i n  t h e  S t a t e s  b e h a l f ,  e x c e p t  t h a t  I  am n o t  s u r e  i t  w ou ld  be a c c e p t a b l e  and m a r k e t a b l e  t o  f u t u r e  p o t e n t i a l  l e a s e e s .  C e r t a i n l y  i t  s h o u l d  be more a c c e p t a b l e  t h a n  t h e  S t a t e s  p r e s e n t  l e a s e  p o l i c y ,  and r e t u r n  t o  t h e  S t a t e  a much g r e a t e r  am ount o f  m onev.M r. R a d a r  s a i d  we a r e  d e a l i n g  i n  f u t u r e  money w i t h  p r o b a b l e  l e s s  v a l u e .  The b a n k s  a r e  d e a l i n g  w i t h  f u t u r e  money w i t h  p r o b a b l e  l e s s  v a l u e ,  and b e c a u s e  o f  i n f l a t i o n  a l s o  h a v e  a d e c l i n i n g  p r i n c i p a l  v a l u e .  The S t a t e  s h o u ld  be s a t i s f i e d  w i t h  f u t u r e  money i n  o r d e r  t o  g e t  p r e s e n t  m oney. B u t  i n  a d d i t i o n ,  t h e y  w i l l  g e t  an a c c e l e r a t e d  p r i n c i p a l  i n  t h e  r e t u r n  o f ' t h e i r  l a n d .  T h e r e  i s  v e r y  l i t t l e  b u s i n e s s  a n y o n e  c a n  c o n d u c t  w i t h o u t  c o m m i t t i n g  t h e m s e l v e s  t o  a c c e p t  f u t u r e  m on ey.L e a s e  v a l u e  i s  d e t e r m in e d  by t h e  te r m s  o f  t h e  l e a s e .  S u r e l y  s o p h i s t i c a t e d  b id d e r s *  w i l l  b i d  up t h e  p r i c e  t o  w h ere t h e  S t a t e  w i l l  g e t  t h e i r  maximum v a l u e .  The S t a t e  c a n  s e t  t h e  minimum p r i c e ,  s e e  i f  t h e  l e a s e s  w i l l  s e l l  and a d j u s t  t h e  p r i c e  i n  f u t u r e  s a l e s ,  up o r  down, a c c o r d i n g  t o  t h e  r e s p o n s e  o f  t h e  b u y e r s .  B u t t h e y  s h o u l d  n o t  w a i t  u n t i l  t h e i r  l e a s e h o l d e r s  h a v e  d e v o t e d  20 y e a r s  o f  t h e i r  l i v e s  d e v e l o p i n g  S t a t e  l e a s e s ,  t h e n  r a i s e  l e a s e  r e n t a l s  to  t h e  e x t e n t  t h a t  t h e y  make u n s o p h i s t i c a t e d , n e g a t i v e  s t a t e  l e a s e h o l d e r s  o u t  o f  t r u s t i n g  l e a s e h o l d e r s .  I  t h i n k  o u r  r e c e n t  h e a r i n g  p r o v e d  t h a t  we a r e  n e g a t i v e  l e a s e h o l d e r s .  The te rm s  o f  t h e  l e a s e  we now h a v e  a r e  n e g a t i v e .  N e g a t i v e  t o  t h e  d e g r e e  t h a t  i t  h a s  r e d u c e d  b o t h  t h e  v a l u e  o f  o u r  l e a s e s  and im p ro v e m e n ts  t o  a l m o s t  z e r o .  Terms o f  t h e  l e a s e  d e t e r m in e  t h e  v a l u e .  F u t u r e  s a l e s  w i l l  be t o  t h e  h i g h e s t  b i d d e r  and s h o u ld  a s s u r e  t h e  S t a t e  o f  maximum r e t u r n  f o r  t h e i r  l a n d .One S t a t e  S e n a t o r  s t a t e d  he t h o u g h t  t h e  S t a t e  h a s  d e s t r o y e d  t h e i r  l e a s i n g  p ro g ram  and t h e i r  c r e d i t a b i l i t y  beyond r e p a i r ,  r e g a r d l e s s  o f  t h e i r  f u t u r e  p o l i c y .The S t a t e ,  c l a i m s  o u r  l e a s e s  a r e  u n d e r v a l u e d .  I  w ould s a y  t h e y  a r e  w ro n g . I  and o t h e r s  h a v e  p a i d  in  t h e  p a s t  s e v e n t e e n  y e a r s  s e v e r a l  t i m e s  t h e  v a l u e  o f  o u r  l e a s e s ,  and w i l l  in  t h e  n e x t  38 y e a r s  p ay  f o r  i t  17 t i m e s  more i f  o u r  p r o p o s e d  b i l l  i s  p a s s e d .  I s  t h a t  an u n d e r v a l u e d  l e a s e ?I n  c l o s i n g ,  I  w ou ld  l i k e  t o  s t a t e  t h a t  I  h a v e  b e en  an A l a s k a n  s i n c e  1941 w it h  c o n t i n u a l  r e s i d e n c e  e x c e p t  f o r  my y e a r s  i n  s e r v i c e  from  1943 t o  19 46. The l a s t  20 y e a r s  I ' v e  worked t o  im p ro v e  t h i s  l e a s e d  la n d  and now h ave s e v e r a l  s u b s t a n t i a l  b u i l d i n g s ,  t h o  I  owe t h e  bank o v e r  $ 4 0 0 ,0 0 0 .0 0  i n  p e r s o n a l  g u a r a n t e e d  l o a n s .  I ' v e  v/orked h a r d .  I ' v e  p r o v i d e d  f o r  i n c r e a s a s  s u c h  a s  i n f l a t i o n  and t a x e s ,  b u t  who o f  u s  can



•Subject: S t a t e  L a n d  L e a s e s P a g e  7

a f f o r d  850 p e r c e n t  i n c r e a s e s ?  We who h a ve p a i d  many t i m e s  th e  o r i g i n a l  v a l u e ,  h e l d  i t ,  and im p ro v e d  i t ,  s h o u ld  be e n t i t l e d  t o  j u s t i c e .  I t  seems i m p o s s i b l e  t h a t  20 y e a r s  o f  work and i n v e s t m e n t  c a n  be w ip ed  o u t  w i t h  one s t r o k e  o f  a pen -  i n  t h i s  c o u n t r y !  P a r t i c u l a r l y  s o ,  when i t  d o e s  n o t  a p p e a r  b e n e f i c i a l  t o  t h e  S t a t e  G o v e r n m e n t ,  o r  h e r  r e s i d e n t  A l a s k a n s .I  a s k  a g a i n  f o r  you t o  g i v e  o u r  b i l l  y o u r  m o st c o n s i d e r e d  d e l i b e r a t i o n  and .w is h  you w e l l  i n  co m in g  t o  a f a i r  d e c i s i o n .  Thank you f o r  y o u r  t i m e .
J o e  W ilh o u r  3 7 6-5 6 0 1Box 7 4 0 ,  W a s i l l a ,  A l a s k a  99687



,V " . THE FIRST NRTIONDL BANK OF BNCKORBGE
June 18 , 1976

f
M r. Joe W ilhou r 
Anchorage, A laska •

D ear M r, W ilh ou r:
We have reviewed vour in fo rm a l request to consider financing a new build ing 
on Commercial Row , the loan  to be secured by an assignment o f the State land 
le a s e  and the bu ild ing p laced on the le a s e .-V. ‘ '
At th is  time i t  is  im poss ib le  fo r us to g ive you a commitment fo r construction  
un til we can confirm  what the future ren ta l on the bu ild ing  w i l l b e . W e have 
reviewed the other financ ing that we have done fo r you on your p roperty and 
find  that the quarterl’y  rent has been ra ised  from $ 9 9 6 .0 0  to $ 8 ,2 0 0 .0 0 ,  an 
in c rease  o f 850% . A fu rther review  o f  the le a se  ind ica tes that eve ry  fiv e  years 
f t  can  be s im ila r ly  ra is ed .f ' v -:f
Under these c ircum stances , it  is  im poss ib le  fo r us to guess what the future 
land  ren ta ls  w i l l b e , and th e re fo re , u n le ss  you are ab le  to secure a le a s e  o f  

' an equa l term to the mortgage wherein the tenant agrees to pay the increased  
land re n ta l, i t  w i l l be im poss ib le  fo r us to advance the cred it requested .(V,  _• I.

’ .V ••
v **• • *•
•* , i **' *

' DHCanh

• • * • ’

** r •’ ' , ' r* '  ■ • • ■* •*. •- - ;
The First National Bank of Anchorage • P O  Box 720 • Anchorage. Alaska 99510



S M f y v - ' i * i V - x t y  -a to p  v  : ;.
; f f i S ^ ' i ' ; A N D  A N D  L E A S K  O W N E R S  A S S O C IA T IO N

Vi-* « » . ' & >  i • ■ ' •.v » r  ,»• . v . * ’
-V ■ . . ■•

•' ‘-5. . ’* . » '•• V.it* ■ . 1 • .N :•...* . .• • *i * .• • ■E X A M P L E  O K  A  L O N G  IT.
T R A N S M IT T A L  T O  A L A S K A  D IV IS IO N  O F  L A N D

T E R M  L E A S E  A P P R A IS A L  M E T H O D
* j ) j $ : - r  '■

'|V. . .A S S U M E  O R I G IN A L  C O S T  O F  L E A S E  S 10.000.00• r} '.-/V/ -V LEASE PAY MENTS TO W -  AL.. ■ 75% OK APPRAISED V ALLE X 6%/V ICly„:V.' -..i -' ' \ 4 AGCLMl LATIt e r m  : %  INC % INC % ORIG NEW APPRAISED LEASE COST TO*i • - .’a *'jV •* H I TERM VALLE • \ A LI E PAYMENTS LEASEE
& 0 i . , . ■•5% i ’ .l*25% 100.00% 10.000.00 2.250.00 12.250.00
5.6‘-v* .**••*. " 5% .• i .•23'jf.■ j 125.00% 12.500.00 2.012.50 15.062.50■<H0• . 5% •• iv*• ? * ».*! •'25% 156.25% 15.625.00 3,515.63 10.570.13* *• * .■* •• y1015 5% 25% 105.31% 10.531.25 4.304.53 22.072.66
1520I • *’ 3 v 25% 24-1.14% 24.4 1 1.06 5.403.16 20.465.02
20-25 5% 25% 305.111% 30.51 7.50 6.066.44 35.332.20
25-30 •• .1 ‘. i • ">% , 25% 301.40% 30.146.00 0.503.05 43.015.35
3035 r>'/ 25% 176.05% 17.603.73 10.720.0? 54,644.16
35-40 v .' y» 25% 506.06% 50.604.06 13.411.02 60.055.10
' % 5' 4045 ,  ' 5% 25'/ 715.00% 71.505.03 16. • (.'3.71 04.010.05i'45-50f V .5% 25% 031.35% 03.132.20 20.051.71 105.773.66• 'i . •50-55 5% 25% 1.164.10% 1 16.415.36 .26.103.30 131.067.05



viV'i ' .• %v:;W;

Exam ple o f  a Long Term Lease Appraisal Method Page 2
•••'/y,. •; • . • , • .v f  T . A l .th e  end o f  a typical 55 \car lease using a reasonable 5%/\car increase in appraised value.the Stale  o f  Alaska collects S I3 I .0 6 7 .0 5  for a parcel that cost $10 ,0 00.00 originally *lillowns the land, and lease holder has iio  accrued n p iitv . lo  compare this to fee simple titleT o r appraisal is w rong and not gotfd business on tfirp art o f  tin- state.-; ’

,  .iA  •• • - I!-y. - ■y v v  • I f  the parcel changes hands during a 55 \ear lease the -tale rould place a reasonable laxon am  net lease holder gain, for exam ple 5%. lliis would leave ineenlive for investors.
7 developers and not uul'airlv penalize individual lease holder- who want to live on stale lease ’ land.

•C, In view o f the example ahove how can n ap p rai-a l- am oiiiiliiig to increases o f from severalhundred lo over one thousand percent in a 5 vrar period hi- ju -lifird ?y> ■ • ■ ■
i t r . s p i t . n  i i . i . y s i  i t \ i r i T F . h  

i n
I'Y

\ l . \ S k  \  I \ M I  \ M )  I i : \ s i ;  O W A K I t . "  \ S S O C I A T I O N



President Ford hajMjmnctl a 
bill 'which will allow^TaskanTto 
continue to use public lands to 
build homes, farms, or trade or 
manufacturing concerns, under 
provisions added to the bill in 
the Senate by Senator Stevens.

The amendment allows the 
Secretary of the Interior to grant 
long-term leases for habitation, 
cultivation, trade or manufactur­
ing on the lands.

The National Resource 
Lands Management Act, S. 507, 
also known as the BLM Organic 
Act, repeals homesteading in 10 
years and this amendment was 
needed to enable individuals to 
continue to use and develop pub­
lic lands, despite the repeal of 
homesteading laws.

f \ f  TIONAL PARK -- Claudia Louis, 
r * a member of the Washington, 
G t /G  /^C^^taff, presents the cere- 

momffl pen used by President 
Ford to sign S. 98, the Klondike 
Park bill, into law to Mayor John 
Edwards (right) of Skagway and 
Ward A. Hisman (left), Superin­
tendent of the White Pass & 
Yukon Route Railway.

 S

The authority of the now 
law designed to provide for the. 
management, protection and de­
velopment >d public domain lands 
not committed to other uses - 
extends to the unreserved federal 
land in Alaska remaining after 
Alaska Native Claims' Settlement 
Act and Statehood Act with 
drawals are made. _
*—■' It was pointed out that the 
passage of this law with this 
amendment will provide some 
type of incentive for people to 
come in and carve a livelihood 
out of the wilderness. The law 
will allow individuals to gain a 
right to and an interest in federal 
lands by actively working to de­
velop and use the land produc­
tively.

“  The leases could be used to 
build new communities, farms, 
small sawmills and small manu­
facturing plants needed in iso­
lated rural areas." (aJ  0 Cvc (<J k  A T

id -D e c a d e
C e n s u s  L a wA bill which could mean 

substantially increased federal 
funding for Alaska from pro 
grams based on population has 
been signed into law by President 
Ford.

The bill, cosponsored by 
Senator Stevens, authorizes a na­
tional census and July 1, 1975, 
Alaska's population increased by 
16.3 percent. An official census 
every five years would allow 
this rapid change to be reflected 
in federal funding and programs.

The Office of Management 
and Budget estimates that about 
$39 billion in federal funds are 
distributed every year to the 
states according to formulas 
based on population.

f> o ) i c y  f S  ?



383

W ILL IA M  A. EGAN, Governor

BOARD OF EDUCATION / POUCH F —  ALASKA OFFICE BUILDING 
JUNEAU 99801A p ril  8, 1977

r
Honorable Alvin  O sterb ack , Chairman House Resources Committee A laska State Legislature Pouch VJu n e a u , Alaska 99811 Dear Chairman Osterback:HB 383, relating to state land, was introduced at the request of the Governor on March 22 and i s ,  we hope, amc. ig  those bills  that he indicated he would not press for passage this ye a r .In HB 383 we see areas of public  concern that require review , record search and fuller public d iscussion . We do not oppose the bill  at this time, but we recommend that action not be taken on it this ye a r .We believe MB 383 has certain drafting deficiencies and uncertainties, and we wc aidhope those might be addressed between se ssio n s . To mention one substantive point of concern, we think it too early to charge management costs against trust land in ­come. We believe that the history of those lands and their management and proceeds should first be traced before the Legislature makes such a determination. Whatever such search rev ea ls , we believe it inappropriate that some government agencies en­joy free use of trust lands while (under HB 383) such remaining trust lands as do yield income arc charged for management costs . We believe this an unwitting sub­version of such lands' intended purpose; namely, to create income for staled public program s. At very  least, free use should be weighed against charging management costs to some trust lands .Now that HB 383 has been introduced, we hope to make necessary analyses and toput them before this Legislature's second session .We note that HB 387, introduced a day later , touches on at least one of the same



to

Honorable Alvin Osterback -2- Aprils, 1977

subjects addressed by HB 383. Because of that, and because HB 387 is  not in a form that permits ready comparison of the existing statutes with the proposed bill's  new language, we suggest that legislative action on HB 387 also be deferred .S in c e r e ly ,
y O  ,• . ;• -/ /  ,/

y  ' d.-f'-'Xt.J-: - , ?. J. - '  ' y  jKatherine T .  H u rle y , President State Board of Educationcc: Ja y  S .  Hammond, GovernorState of AlaskaJo h n  Sackctt, Chairman Senate Finance CommitteeSteve C ow pcr, Chairman House Finance CommitteeKay Poland, Chairman.Senate Resources CommitteeHugh Malone, Speaker House of RepresentativesJo h n  Ij . Rader, President Alaska Stale SenateTheodore G .  Smith, Director Division of Land & Water Resources Department of Natural ResourcesMembers, State Board of Education
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POUCH Y ■ STATE CAPITOl 

JUNEAU. ALASKA 99811 

907-465-3800LE G ISLA T IV E  A F F A IR S  A G E N C Y
M E M O R A N D U M  M a r c h  9 , 1977

C S S B  1 5 9 , r e l a t i n g  t o  l e a s i n g  o f  s t a t e  la n d sS e n a t o r  J o h n  S a c k e t t ,  C h a ir m a n  S e n a t e  F i n a n c e  Com m it tee**-'J o h n  B . C h e n o w ^ th  L e g i s l a t i v e  (Zoun

S U B JE C T :TO :
FROM:
T h e a b o v e - r e f e r e n c e d  b i l l  h a s  b e e n  r e f e r r e d  t o  t h e  F i n a n c e  C o m m it t e e .S h o u ld  t h e  c o m m itte e  c o n c u r  i n  t h e  c h a n g e s  t o  t h e  o r i g i n a l  b i l l  m ade b y  t h e  R e s o u r c e s  C o m m it t e e , p l e a s e  am end p a g e  1 , l i n e  23 t o  m ake r e f e r e n c e  t o  " t h e  p r e c e d i n g  t e n - y e a r  p e r i o d "  r a t h e r  t h a n  t h e  f i v e - y e a r  p e r i o d  m e n t i o n e d , t o  c o n fo r m  t o  t h e  a l t e r a t i o n  o f  t h e  r e a p p r a i s a l  p e r i o d  fr o m  f i v e  t o  t e n  y e a r s .J B C : h j  d



February 22, 1977

J a y  S .  Hammond, G o v e r n o r  P o u ch  AJ u n e a u , AK 99311 D e a r  C o v e r n o r  Hammond:The Ad Hoc C o m m itte e  on la n d  p o l i c i e s  and p r o c e d u r e s  h a s  m et on a w e e k ly  s c h e d u le  s i n c e  l a t e  O c t o b e r . We h a v e  a d d r e s s e d  many p ro b le m s  d e a l i n g  w it h  th e  a d m i n i s t r a t i o n  o f  th e  s t a t e ' s  la n d  p a t r im o n y . Many o f  t h e s e  p ro b le m s  n e e d  r e s o l u t i o n  th r o u g h  th e  l e g i s l a t i v e  p r o c e s s .  A c c o r d i n g l y  we a r e  s u b m it t in g  t h e s e  f o l l o w i n g  recom ­m e n d a tio n s  a s  a n  i n t e r i m  r e p o r t  o f  th e  C o m m itte e , i n  th e  h o p e  t h a t  th e  l e g i s l a t u r e  may a c t  d u r in g  i t s  c u r r e n t  s e s s i o n .R eco m m e n d atio n  $1The c o m m itte e  recom m ends t h a t  th e  S t a t e  a d o p t a  s y s te m  o f  l e v e l  p a y m e n ts  i n  p la c e  o f  d e c l i n i n g  p a y m e n ts  i n  i t s  s a l e s  c o n t r a c t s .  The s y s te m  o f  l e v e l  p a y m e n ts  i s  i n  common u s e  i n  t h e  b u s in e s s  w o r ld , and t h e  paym ent f i g u r e s  a r e  e a s i l y  s e t  f o r t h  i n  a  c o n t r a c t .  The d is a d v a n t a g e  o f  th e  p r e s e n t  m eth o d i s  t h a t  i n t e r e s t  m u st b e  r e c a l c u l a t e d  e v e r y  y e a r  and th e  p ay m e n ts d e c r e a s e  e a c h  y e a r .  From b o th  th e  S t a t e ’ s  an d  th e  b u y e r s '  v i e w p o i n t s ,  th e  l e v e l  paym ent m ethod w o u ld  b e  p r e f e r r e d .  T he S t a t e  w o u ld  r e c e i v e  s l i g h t l y  m ore i n  i n t e r e s t  p a y m e n ts  o v e r  th e  c o n t r a c t  te rm s and th e  b u y e r  w ou ld  n o t  h a v e  t o  make a s  h ig h  i n i t i a l  p a y m e n ts .S e c t i o n  2 & 3 o f  th e  a t t a c h e d  d r a f t  b i l l  w ou ld  a c c o m p lis h  t h i s .Recommend a t i o n  #2The c o m m itte e  recom m ends t h a t  th e  S t a t e  c h a r g e  a  m a rk e t r a t e  o f  i n t e r e s t  i n  i t s  s a l e s  c o n t r a c t s .  The i n t e r e s t  r a t e ,  a t  p r e s e n t  67>, i s  b e lo w  m a rk e t l e v e l s  and may h a v e  c o n t r ib u t e d  to  i n f l a t e d  p r i c e s  a t  s t a t e  la n d  s a l e s .  By s e t t i n g  i n t e r e s t  r a t e s  a t  m a r k e t l e v e l s ,  th e  S t a t e  w ou ld  h e lp  p r e v e n t  i n f l a t e d  la n d  p r i c e s  and a t  th e  same tim e  r e t u r n  m ore in co m e to  th e  S t a t e .  To p r o v id e  f o r  a  m a rk e t r a t e  o f  i n t e r e s t  i n  s a l e s  c o n t r a c t s ,  no c h a n g e  i n  AS 3 8 .0 5 .0 6 5  w ould b e  r e ­q u i r e d . The a d d i t i o n  o f  a  s t a te m e n t  o f  m a rk e t r a t e  i n  t h i s  s t a t u t e  w ou ld  be d e s i r a b l e ,  h o w e v e r .S e c t i o n  3 o f  th e  a t t a c h e d  d r a f t  b i l l  w o u ld  a c c o m p lis h  t h i s .R eco m m en d atio n  i?3The C o m m itte e  recom m ends t h a t  a l l  s a l e s  c o n t r a c t s  o v e r  $ 4 0 0 .0 0  p e r  y e a r  h ave  th e  o p t i o n  o f  p a y in g  i n  q u a r t e r l y  i n s t a l l m e n t s  i n s t e a d  o f  a n n u a l  i n s t a l l m e n t s .  I t  i s  th e  c o m m it t e e 's  b e l i e f  t h a t  t h i s  w o u ld  e a s e  th e  f i n a n c i a l  s t r a i n  on th e  b u y e r  and y e t  n o t  add s i g n i f i c a n t l y  to  th e  S t a t e ' s  a d m i n i s t r a t i v e  c o s t s .S e c t i o n  3 o f  t h e  a t t a c h e d  d r a f t  b i l l  w o u ld  a c c o m p lis h  t h i s .



R e co m m en d atlo n  ft 4The c o m m itte e  recom m ends t h a t  th e  D i r e c t o r  h e  g iv e n  th e  a u t h o r i t y  t o  s e t  th e  paym en t p e r io d  fro m  one to  tw e n ty  y e a r s .  T h is  ty p e  o f  f l e x i b i l i t y  w ould a l lo w  th e  S t a t e  and b u y e r s  g r e a t e r  m a rk e t p o s s i b i l i t i e s .  ( .S e c t i o n  3 o f  t h e  a t t a c h e d  d r a f t  b i l l  w o u ld  a c c o m p lis h  t h i s .
Jl *Reco m m en d a tio n  lr5The c o m m itte e  b e l i e v e s  t h a t  th e  word " p r i m a r i l y "  may im p ly  s p e c i a l  c o n s i d e r a t i o n  to  some l e s s e e s .  I n  o r d e r  t o  t r e a t  a l l  l e s s e e s  f a i r l y  and e q u i t a b l y  th e  com­m i t t e e  recom m ends t h a t  th e  word p r i m a r i l y  be s t r i c k e n .  D e l e t i n g  " p r i m a r i l y "  ’ w o u ld  c l a r i f y  th e  b a s i s  f o r  r e a p p r a i s a l .  T h i s  r e c o m m e n d a tio n  i s  a l s o  made b y  th e  h e a r i n g  p a n e l  o n  th e  A la s k a  I n d u s t r i a l  S u b d iv i s io n  l e a s i n g  p r o t e s t .  :S e c t i o n  8 o f  th e  a t t a c h e d  b i l l  w i l l  a c c o m p lis h  t h i s .

R e co m m e n d atio n  i f 6S i n c e  p u b l i c  n o t i c e  i s  c o v e r e d  i n  AS 3 8 .0 5 .3 4 5  th e  c h a n g e  to  " a p p r a i s a l "  f o r  AS 3 8 .0 5 .3 1 0  i s  w a r r a n te d  b y  i t s  p r e s e n t  c o n t e n t .  T he c o m m itte e  recom m ends t h a t  la n d  may b e  a p p r a is e d  120 d a y s  i n  a d v a n c e  o f  a  s a l e  o r  l e a s e .  The c h a n g e  fro m  90 to  120 d a y s  w o u ld  b e  d e s i r a b l e  i n  t h a t  minimum b id  i n f o r m a t i o n  c o u ld  be g i v e n  to  th e  p u b l i c  w e l l  i n  a d v a n c e  o f  th e  a c t u a l  s a l e  o r  l e a s e  a u c t i o n .S e c t i o n  10 o f  th e  a t t a c h e d  d r a f t  b i l l  w i l l  a c c o m p lis h  t h i s .R eco m m en d a tio n  if lThe c o m m itte e  recom m ends t h a t  la n d  o f f e r e d  o v e r  th e  c o u n t e r  b e  r e v ie w e d  a t  90 to  120 d a y  i n t e r v a l s  to  d e te r m in e  i f  an i n c r e a s e  i n  v a l u e  h a s  o c c u r r e d . T h is  r e v ie w  i s  d e s i r e d  so  t h a t  p a r c e l s  a r e  n o t  u n d e r v a lu e d  b y  p r o g r e s s iv e  c h a n g e s  in  th e  m a r k e t .S e c t i o n  10 o f  th e  a t t a c h e d  d r a f t  b i l l  w o u ld  a c c o m p lis h  t h i s .R e c  omm e nd a t  i o  n if 8The c o m m itte e  recom m ends t .  a t  i n  T i t l e  3 8 .0 5  o f  th e  s t a t u t e s  th e  te rm s " f a i r  m a rk e t v a l u e "  bo u s e d  i n  p l a c e  o f  " f a i r  a p p r a is e d  m a rk e t v a l u e "  and "m a rk e t v a l u e . "  The m e a n in g  i s  m eant to  be th e  same i n  a l l  c a s e s .  The c o m m itte e  w ould l i k e  to  s e e  one s ta n d a r d  term  u s e d  to  a v o id  c o n f u s i o n  and m is u n d e r s t a n d in g .S e c t i o n s  4 ,  5 , 7 , & 13 o f  th e  a t t a c h e d  d r a f t  b i l l  w ou ld  a c c o m p lis h  t h i s .Recomm endat i o n  if9The d u r a t i o n  o f  a  l e a s e  and the. e co n o m ic  l i f e ,  o f  s u b s t a n t i a l  im p ro v e m e n ts , s u c h  a s  s t o r e s  o r  f a c t o r i e s  may n o t  c o i n c i d e .  I n  o r d e r  t o  s e e  t i n t  s t a t e  l e a s e d  la n d  i s  u s e d  i n  a  r a t i o n a l  e c o n o m ic a l ly  p r o d u c t i v e  m anner th e  c o m m itte e  recom m ends t h a t  l e s s e e s  o f  lo n g - t e r m  l e a s e s  be g iv e n  a r e n e w a l o p t i o n  f o r  up t o  f i f t e e n  y e a r s .  T h is  ty p e  o f  o p t io n  w ould g r a n t  th e  l e s s e e  m ore f l e x i b i l i t y  i n  m a x im iz in g



hi.;? .in v e s tm e n t r e t u r n s ,  e s p e c i a l l y  d u r in g  th e  f i n a l  y e a r s  o f  h i s  l e a s e .  I t  v o n  Id a l s o  i n c r e a s e  th e  l e s s e e ' s  p la n n in g  p o s s i b i l i t i e s  f o r  u s e  o f  th e  le a s e d  ’ g r o u n d . T h i s  a c t i o n  w ou ld  a l s o  s o f t e n  th e  im p a c t o f  t e r m in a t io n  o f  th e  l e a s e .S n c c i f i c a l . l v ,  t h i s  w ould p e r m it  a l e s s e e  to  w ork s u b s t a n t i a l  r e p a i r s  to  a b u i l d i n g  when th e  r e m a in in g  term  o f  th e  l e a s e  w ou ld  n o t  o t h e r w is e  J u s t i f y  i t .S e c t i o n  6 o f  th e  a t t a c h e d  d r a f t  b i l l  w ou ld  a c c o m p lis h  t h i s .
Recomm e n d a tion #10I n  o r d e r  to  p r o v id e  a  u n ifo r m  55 y e a r  l i m i t  f o r  a l l  lo n g - t e r m  l e a s e s  th e  c o m m itte e  recom m ends d e l e t i o n  o f  th e  99 y e a r  p r o v i s i o n  fo u n d  i n  3 3 .0 5 .0 7 0 ( c )  f o r  s c h o o l  . l a n d s .S e c t i o n  6 o f  th e  a t t a c h e d  b i l l  w o u ld  a c c o m p lis h  t h i s .R e co m m en d atio n  #11The c o m m itte e  b e l i e v e s  t h a t  s t a t e  t r u s t  la n d s  ( s c h o o l ,  m e n ta l h e a l t h ,  and u n i v e r s i t y )  a r e  now and h a v e  b e e n  m anaged a t  a  lo w  i n t e n s i t y .  T h e se  la n d s  may be r e t u r n i n g  o n l y  a  f r a c t i o n  o f  t h e i r  p o t e n t i a l  v a l u e  t h a t  c o u ld  be r e ­a l i z e d  b y a  s m a l l  f u l l  t im e  m anagem ent s t a f f .  The D i v i s i o n  m a n a g e s , th e s e  la n d s  a t  no c h a r g e  to  th e  v a r i o u s  t r u s t  fu n d s  and r e c e i v e s  no re im b u rse m e n t f o r  i t s  s e r v i c e s .  T h e r e f o r e ,  i t  h a s  t r a d i t i o n a l l y  p la c e d  low  p r i o r i t y  on m anagem ent o f  t h e s e  l a n d s .  T h is  c o m m itte e  recom m ends t h a t  th e  S t a t e  L e g i s l a t u r e  a u t h o r i z e  e a c h  t r u s t  b o a r d  t h e  a u t h o r i t y  to  f r e e l y  c o n t r a c t  w ith  a n y  a g e n c y  o r  p r i v a t e  f ir m  f o r  t h e  m anagem ent o f  i t s  la n d s  f o r  r e v e n u e  p r o d u c t io n  i n  a c c o r d a n c e  w it h  th e  s t a t e ' s  la n d  a c t .S e c t i o n  1 o f  th e  a t t a c h e d  d r a f t  b i l l  w o u ld  a c c o m p lis h  t h i s .R e co m m en d atio n  //12To p r o v id e  th e  l e s s e e  i n s u r a n c e  a g a i n s t  a  la n d  boom o r u n e x p e c te d  i n c r e a s e  th e  c o m m itte e  recom m ends t h a t  r e n t a l  i n c r e a s e s  a t  th e  f i v e - y e a r  r e a p p r a i s a l  p e r io d s  n o t  e x c e e d  1002 o f  th e  p r i o r  e x i s t i n g  a n n u a l  r e n t a l  r a t e .  T h is  a c t i o n  w ould i n c r e a s e  th e  p r e d i c t a b i l i t y  o f  th e  l e s s e e s  p a y m e n ts . The s t a b i l i t y  th u s  c r e a t e d  w o u ld  add s i g n i f i c a n t  b o r r o w in g  pow er f o r  th e  l e s s e e  to  f i n a n c e  im p ro vem en ts on t h e  .le a s e d  g r o u n d . M r . M ack o f  t h i s  c o m m itte e  d o e s  n o t  c o n c u r  and b e l i e v e s  t h a t  .1002 i s  to o  h ig h  a  c e i l i n g .S e c t i o n  3 o f  th e  a t t a c h e d  d r a f t  b i l l  w o u ld  a c c o m p lis h  t h i s .Re.com m andation /• 13The D i v i s i o n  o f  L a n d s  h a s  had many p r o t e s t s  fro m  p r i v a t e  p a r t i e s  o v e r  th e  p a s t  few  y e a r s  l e a d i n g  th e  c o m m itte e  t o  b e l i e v e  t h a t  a  h o a rd  o f  a p p e a ls  :Ls h i g h l y  d e s i r a b l e  and n e e d e d , a t  t h i s  t i m e . A t  p r e s e n t  t h e r e  e x i s t s  no a r b i t r a t i o n  b o a rd  o r  b o a rd  o f  a p p e a ls  to  h a n d le  a p p e a ls  a l lo w e d  b y  D i v i s i o n  o f  L a n d s r e g u l a t i o n s .T he c r e a t i o n  o f  a  b o a rd  o f  a p p e a ls  w o u ld  e f f e c t  a r e s p o n s iv e  m echanism  f o r  s o l v i n g  m o st p ro b le m  c a s e s  a r i s i n g  o u t  o f  D i v i s i o n  o f  L a n d s  t r a n s a c t i o n s  t h a t  a f f e c t  p r i v a t e  p a r t i e s .  The b o a rd  o f  a p p e a ls  w o u ld  be f a s t e r  and l o s s  c o s t l y  to  p r i v a t e  p a r t i e s  th a n  l e g a l  r e c o u r s e ,  w h ic h  w ould s t i l l  be a v a i l a b l e .  The b o a rd  i s  s t r u c t u r e d  to  m a in t a in  a d e q u a t e  e x p e r t i s e  w h i le  a t t e m p t in g  to  e l i m i n a t e  b i a s  i n  fa v o r  o f  th e



D i v i s i o n  o f  L a n d s . The a p p e a l  b o a rd  w o u ld  s u b s t i t u t e  f o r  th e  C o m m iss io n e r  i n  th e  p r e s e n t  a p p e a l  p r o c e s s .S e c t i o n  14 o f  th e  a t t a c h e d  d r a f t  b i l l  w o u ld  a c c o m p lis h  t h i s .
Recomme n d a t io n  i'*l4The c u r r e n t  p r o c e d u r e s .f o r  in fo r m in g  th e  p u b l i c  o f  s t a t e  la n d s  t r a n s a c t i o n s  a r e  c o v e r e d  i n  AS 3 3 .0 5 .3 0 5  and AS 3 S .0 5 .3 4 5 . The two p r o c e d u r e s  do n o t  mesh i n  a c l e a r  m a n n e r . T he c o m m itte e  recom m ends t h a t  th e  p r o c e d u r e s  b e  c l a r i f i e d  i n  a m anner t h a t  w i l l  be f l e x i b l e  en o u gh  to  in fo r m  th e  p u b l i c  f u l l y  and y e t  n o t  r e q u i r e  m u l t i p l e  a d v e r t i s i n g  f o r  m in o r  n e g o t i a t e d  t r a n s a c t i o n s .S e c t i o n  11 o f  th e  a t t a c h e d  d r a f t  w i l l  a c c o m p lis h  t h i s .R eco m m en d atio n  #15To im p le m e n t th e  new l e a s e  p r o v i s i o n s  recom m ended by t h i s  c o m m itte e  new l e a s efo rm s f o r  v a r i o u s  ty p e s  o f  l e a s e s  w i l l  b e  r e q u i r e d .  I t  i s  th e  c o m m itte e 's  re co m m e n d a tio nt h a t  th e  D i v i s i o n  d r a f t  new l e a s e  fo rm s to  c o m p ly  w it h  th e  s t a t u e s  a d o p te d , andt h a t  th e  new fo rm s b e  r e v ie w e d  b y  t h i s  c o m m itte e .R eco m m e n d atio n  It 16A t  p r e s e n t  many l e s s e e s  a r e  s u f f e r i n g  h a r d s h ip  due t o  r e n t  i n c r e a s e s  o f  s e v e r a l  h u n d re d  p e r c e n t .  To p r o v id e  f o r  t h i s  r e l i e f  and a s  a  c u r a t i v e  f o r  s u c h  f u t u r e  i n c r e a s e s  th e  s t a t u t o r y  p r o v i s i o n s  fo u n d  i n  s e c t i o n  n in e  a r e  recom m en ded. P r o v i s i o n  f o r  o p t i o n a l  c o n v e r s io n  o f  p r e s e n t  l e a s e s  to  o n e s  t l i a t  w i l l  p l a c e  a c e i l i n g  o.f 100Z on r e n t a l  i n c r e a s e s  e v e r y  f i v e  y e a r s  w i l l  l a r g e l y  p r e v e n t  f u t u r e  h a r d s h ip  c a s e s  and r e s o l v e  s a t i s f a c t o r i l y  th e  p r e s e n t  c a s e s .  W ith  a  r e n t  c e i l i n g  l e a s e  r e n t a l  i n c r e a s e s  w i l l  b e  m ore p r e d i c t a b l e  r e s u l t i n g  i n  m ore f i n a n c i a l  s t a b i l i t y  f o r  th e  l e s s e e .  H r . M ack d o e s  n o t  c o n c u r  w it h  th e  l i m i t a t i o n  o f  100%.S e c t i o n  8 & 9 o f  th e  a t t a c h e d  d r a f t  b i l l  w i l l  a c c o m p lis h  th e  a b o v e  r e c o m m e n d a tio n s . R eco m m e n d atio n  it 17The c o m m itte e  recom m ends t h a t  th e  L e g i s l a t u r e  a p p ly  th e  p r o v i s i o n s  fo u n d  i n  T i t l e  38 to  th o s e  i n  T i t l e  3 and T i t l e  1 9 . The r a t i o n a l e  w ould be to  make la n d  la w s  u n ifo r m  b e tw e e n  th e  D i v i s i o n  o f  A v i a t i o n ,  D e p a rtm e n t o f  H ig h w a y s and D i v i s i o n  o f  L a n d s .R eco m m en d atio n  #18To co m p ly  w it h  new s t a t u e s  th e  c o m m itte e  recom m ends a m a jo r  o v e r h a u l  o f  D i v i s i o n  o f  L a n d s  r e g u l a t i o n s .  The c o m m itte e  h a s  fo u n d  many o f  th e  r e g u l a t i o n s  now i n  e f f e c t  to  b e  o u td a t e d  and s u p e r s e d e d  b y  s t a t u t e s .Recommenda t i o n  //19T he c o m m itte e  recom m ends t h a t  th e  S t a t e  be g iv e n  more f l e x i b i l i t y  to  r e s o l v e  c o n t r a c t  o f  s a l e  v i o l a t i o n s .  T h is  i s  n e c e s s a r y  to  p r e v e n t  f o r e c l o s u r e  a s  th e


